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INTRODUCTION

This pamphlet provides a summary of testimony presented at the
Ways and Means Committee hearings on the Administration’s 1981
tax proposals. The public hearings were held on March 4-5 (invited
witnesses) , 24-27 and 30-31, and April 1-3 and 7, 1981. (The Adminis-
tration testified on February 24-25.) The pamphlet also includes a
summary of the written statements submitted for the record.
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and that higher tax rates are more associated with deficits than they
are with surpluses.

States that current budget deficit projections grossly overstate the
size of the Federal deficit from an economic perspective, as inflation
reduces the real value of the public debt and therefore a substantial
proportion of Federal interest payments actually represent principal
repayment rather than debt service. Concludes that the budget, on an
economic basis, is already in surplus.

Joseph A. Pechman, Director of E ics, the Brookings In-
stitution
Economic effects of tawx reduction proposals

‘While it is being argued that tax cuts would greatly stimulate work
and saving incentives and generate a large increase in economic growth,
feels that only a few believe that large tax cuts would more than pay
for themselves. States that even the more modest claim that there will
be a large supply response is not supported by the evidence. Even using
the most generous estimates of the elasticity of total labor supply, con-
tends that tax cuts will not raise output enough to pay for themselves.
Indicates that a reduction in dissaving by government. (i.e., a reduction
in the budget deficit) offers a more certain method of increasing funds
for private investment than would tax cuts or tax preferences.

Comments that the evidence does suggest that two tax measures
would have reasonably good, though not spectacular, payoffs. First, a
reduction in the cost of capital either through an increased investment
credit or higher depreciation allowances would stimulate investment,
which would, in the long run, result in a modest increase in productivity
growth. Second, reductions in the marginal tax rates of married cou-
ples with two earners relative to those of single-earner couples might
encourage some spouses to work longer hours. Does not think that the
economy will falter if the income tax cuts are delayed until October 1,
1981 or January 1, 1982, so that it will be possible to estimate with
some degree of accuracy how much room there will be for the cuts.
John Rutledge, Clar t R ch A iat

Economic effects of tax reduction proposals

Argues that instead of creating output, demand management policies
have given us inflation. States that the principal effect of the Adminis-
tration’s tax cut proposal is to roll back the tax increases which had
been programed into the Carter Administration budget, with over half
of the cut in tax rates being absorbed in offsetting the bracket creep
and tax increases which were already on the books.

Forecasts that the proposed policy changes would result in an in-
crease in the active work force of 1.4 million workers, an increase in
employment of 3.2 million workers, and a cumulative increase in in-
vestment and capital formation of more than $60 billion greater by
year-end 1984 than implied by the policies represented in the Carter
budget. This increase in productive resources would result in an addi-
tional 6.8 percent in real GNP, or $106 billion (in 1972 dollars) in
additional goods and services.
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Should the Administration’s proposals be adopted as is, believes that
the inflation numbers which have been announced by the Administra-
tion are well within reach, and even overly pessimistic. While many
analysts point to the fact that proposed revenue reductions exceed pro-
posed spending reductions as evidence that the Administration’s pro-
gram would be inflationary, contends that the net effects of the tax and
spending cuts are deflationary when properly measured (measured
relative to the Carter budget, not relative to the current state of the
economy).



March 5

Otto Eckstein, President, Data Resources, Inc., and Paul M. War-
burg, Professor of Economics, Harvard University -
Tax reduction proposals—in general

‘While endorsing the President’s overall economic program in gen-
eral concept and its goals, indicate that the primary fault is its net ex-
pansionary fiscal effect, ie., the tax reductions would exceed the
expenditure cuts and revenue increases by an estimated $40.7 billion in
1984. State that the high employment budget would remain in very
substantial deficit and would enlarge over the period 1982-1986,
assuming the projected defense expenditure increases.

Forecast that the economy will not expand as rapidly as the Admin-
istration projects. Estimate that the depreciation changes would in-
crease capital formation by 1 percent of GNP, and that an additional
2 million would be employed by 1986 under the President’s program.
Indicate that as much as 25 percent of the personal tax cuts would
be saved during the first year, reducing in later years as people become
more accustomed to the higher disposable incomes.

Favor a tighter fiscal policy, of about $30 billion per year, to elimi-
nate the full employment budget deficit. Suggest: (1) phasing in the
personal tax cuts on a slower schedule, (2) reducing the revenue cost
of depreciation changes, such as by the 1980 Finance Committee
approach; and (3) providing specific tax incentives to encourage
high technology.

Individual tax reduction
Indicate that the generally proportionate character of the Presi-
dent’s proposed tax rate cuts means that those who pay the heaviest
taxes would get the largest reductions, which means that the bene- ~
fits would tend to be concentrated at the upper income levels
where the savings propensities are the higheest. On the other hand,
note that work disincentives may be heaviest near the middle income
level, and that the marriage tax penalty has a distinct disincentive
effect because it taxes working wives heavily. Express concern over
further complications to the tax code through special credits, exclu-
sions or deduction. Approve the increased incentives to use the
“standard deduction” in recent years.
Business tax reducti capital cost recovery
State that the proposed 10-year depreciation life for struetures would
encourage new tax shelters and would divert scarce capital from
industrial equipment investments to structures. Favor the Finance
Committee approach also because it does not have to be phased in,
which could induce businesses to delay making investments.

6)
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Alan Gr D President, T d-Gr pan & Co., Inc.
Tax reduction proposals—in general

Endorses the President’s overall economic program. Maintains that
something needs to be done so that interest (and inflation) rates will
come down to avoid worsening the effect on the economy.

Indicates that indexing of the individual income tax would cut static
revenues by about $100 billion by fiscal 1984, which is almost the size
of the President’s proposed tax rate reduction. Favors some form of
indexing or its equivalent for capital cost recovery.

Concludes that in view of projected increased defense spending and
the needed tax reductions to offset inflation effects, there will need to
be further substantial reductions in nondefense budget authority and
outlays in order to avoid continued Federal expenditure growth and
to reduce the budget deficit.

Felix G. Rohatyn, Senior Partner, Lazard-Freres (and Chairman
of the Municipal Assistance Corporation, New York, N.Y.)

Tax reduction proposals—in general

Believes that, although it involves large economic risks, the Presi-
dent’s economic program should be given a fair trial. Indicates that the
chance of success depends largely on psychology (consumers, inves-
tors, the financial markets).

States that the potential for increased inflation and a credit crunch
is a severe and unacceptable risk if the tax cuts are not matched by
budget cuts. Would favor a year-by-year tax cut program matched
budget costs. Stresses that cost-of-living provisions in Federal pen-
sions and Social Security need to be adjusted to prevent runaway
budget costs. Indicates that the defense budget should be scrutinized
as are social program budgets. Expresses concern that some Federal
budget cuts may result in local tax increases.

Feels that if the President’s program fails, then the Congress will
be faced with the necessity of the following actions, in addition to
budget and tax cuts: (1) temporary wage/price freeze; (2) a stiff
gasoline tax to close the budget deficit gap, reduce oil imports, and to
bring down interest rates; and (3) an updated version of the Recon-
struction Finance Corporation to deal with businesses and industries
in difficulty.

Gary Martin Wenglowski, Partner and Director of Research,

Goldman, Sachs & Company

I dravad 7 tam 7 l v

Points out that the 30-percent rate reduction over 3 years would be
only slightly greater than the inflation effects of bracket creep and
expected increases in Social Security taxes, especially for the $16,000—
$35,000 income groups where the brackets are relatively narrow. States
that significant supply side effects should result from a reduction in
the marginal tax rate on investment income. However, indicates that
for the majority of the work foree, the net tax reduction would appear
to be too small to encourage a significant change in labor supply.

Concludes that more assurance that the budget deficit will be
reduced is necessary, and that a slower approach on individual income
tax reduction relative to expenditure cutbacks would be the best way
to increase that assurance.
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Busi taw reducti pital cost recovery

Considers the supply side effects of the proposed depreciation
changes to be potentially greater than from the personal tax change.
States that the magnitude of the stimulus to capital investment depends
on three factors: (1) magnitude of the increase in calculated rates of
return resulting from acceleration of depreciation deductions; (2)
how the increase in returns compares with any increases in the cost of
capital to business; and (3) the overall effect of the program on future
costs of capital,

Henry Aaron, Senior Fellow, Brookings Institution, and Profes-
sor of Economics, University of Maryland
Economic effects of tax and spending cut proposals

Contends that it is a misperception that rapid growth in the Federal
budget is the major cause of inflation. Indicates that the public sector
in the United States has been growing more slowly than that of any
major developed industrial country.

Maintains that budgetary inefliciencies are not confined to the ex-
penditure side of the budget. Asserts that there are several tax code
expenditure provisions that could be narrowed or eliminated as well,
such as DISC, tax exemption for unemployment compensation and
social security benefits, and tax-exempt bonds.

States that there is no empirical evidence that labor supply or
investment would change sufficiently in response to the proposed tax
changes to recoup the revenue loss.

Does not helieve that the Administration’s program will lead to a
rapid decline in inflation by changing expectations. Cautions against
large tax reductions preceding reductions in spending. Otherwise,
monetary policy will again bear the brunt of anti-Inflation efforts.

Individual tax reduction

Indicates that personal income tax cuts are necessary in order to
}érevent bracket creep from pushing income taxes higher and higher.

elieves that a greater part of tax reductions should be devoted to
efforts to stimulate nonresidential investment than would be the case
from an across-the-board cut in tax rates.

Suggests that marginal tax rates should be reduced for working
wives, such as a deduction for part of the earning of the lesser earning
spouse or a tax credit based on earnings of the lesser earning spouse.
Maintains that this change would reduce disincentives to work more
than any other change likely to be made.

Business tax reduction—capital cost recovery

States that while the 10-5-8 proposal will increase investment incen-
tives, it will provide disproportionate incentives for certain invest-
ments and little for other investments, thus reducing the efficiency
of new capital stock. Favors depreciation rules that will eliminate

inflation distortions, such as indexing or first-year capital cost
recovery.
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Donald O. Parsons, Professor of Economics, Ohio State Uni-
versity
Economic effects of tax and spending cut proposals
_Points out that there has been a significant reduction in the rela-
tive participation in the work force by adult males in recent years.
Believes that a contributing cause has been an increased attractiveness
of not working, which may be attributable to various government in-
come transfer programs, such as unemployment compensation pro-
grams, social security disability programs, and welfare programs,
Richard W. Rahn, Vice President and Chief Economist, Chamber
of Commerce of the United States

Economic effects of tax and spending cut proposals

Endorses the Administration’s proposed spending reductions. Con-
tends that supply-oriented tax reductions are as essential as spending
cuts to achieve economic recovery. Believes that supply-oriented tax
cuts will lead to higher investment, unemployment and output and at
the same time reduce the need for additional government spendinﬁ
on unemployment compensation, trade adjustment assistance an
welfare.

Individual taw reduction

Maintains that the Administration’s proposed tax reduction would
not discriminate against the poor, nor would it be inflationary.
Robert D. Reischauer, Senior Vice President, the Urban Institute

Economic effects of taw and spending cut proposals
Indicates that it would be premature to judge the overall desira-
bility, equity or economic impact of the Administration’s proposed
spending reductions.
. Comments that Congress should give serious consideration to includ-
ing reductions in selected tax expenditures, which would close the
budget deficit gap.

Further, suggests that Congress consider tying the size and timing
of the personal tax cut to the magnitude of the savings realized from
enacted spending cuts and reduced tax expenditures.

Paul A. Samuelson, Department of Economics, MIT
Economic effects of tax and spending cut proposals

Contends that the evidence cannot support the proposition that
recent trends in public-sector expenditures are the sole or primary
cause of economic stagflation. Believes that the Administration’s
economic_projections are overly optimistic and that the odds are
against the simultaneous attainment of the Administration’s pre-
dicted economic goals.
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American Federation of Labor and Congress of Industrial Organ-

izations (AFL-CIO), Lane Kirkland, President

In general

Believes the President’s tax reduction program is too costly and is
unfair because the benefits are tilted toward the upper-income classes.
Expresses concern about the business tax cuts, because of the lack of
benefits for labor-intensive firms. Recommends refundable tax credits
equal to 20 percent of a worker’s social security tax payments (5 per-
cent for employers) and specifically targeted business tax cuts. Agrees
that something should be done about bracket creep and the marriage
tax penalty.

Savings/i tment tax incentives
Claims that the Administration program will have minimal effect
on savings and investment. Favors adjusting IRA limits from time
to time, but opposes proposals to allow individuals in qualified plans
also to have IRAs. Believes that security in retirement should be
. the thrust of any savings tax incentives.
Americans for Democratic Action, Leon Shull, National Director
Individual tax reduction
Opposes the Administration’s tax cut proposal because it skews bene-
fits in favor of upper-income individuals. Believes that only a progres-
sive cut would be fair. Would support a refundable social security tax
credit, and increases in the personal exemption, zero bracket amount,
and earned income credit.

Business tax reduction
States that there is no proof that ACRS will help business.

Chamber of Commerce of the United States, Edwin S. Cohen,
Chairman, Taxation Committee
In general
Supports the President’s tax reduction program. Urges that business
cuts be effective as of January 1, 1981. Believes that a second tax bill
should reduce corporate tax rates, address problems of small business,
provide further savings tax incentives, improve the tax treatment of
Americans working abroad, and reduce the marriage penalty.
Busi tax reducti pital cost recovery
States that the present useful life system is ineffective because it
depends in part on past lives. Indicates that there might be problems
with respect to “R and D” property, utility property, and real estate
that need to be worked out. Further, expresses concern that the auto
industry might be hurt because the depreciable lives of some of its
property would increase from 3 to 5 years.

(10
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Consumer Federation of Ameriica, Steve Brobeck, Executive Di-
rector
In general
Asserts that the Administration’s tax reduction proposal directs too
much benefit to the upper-income classes; that the tax cuts will not
stimulate savings or investment to any significant extent; and that
ACRS will benefit those companies with the least need.

National Association of Manufacturers, Thomas McHugh, Chair-
man, Taxation Committee
Business tax reduction—capital cost recovery
Endorses the Administration proposal. Believes that depreciation
revision should have a January 1, 1981, effective date. Indicates, fur-
ther, that depreciable lives should not be mandatory, and that de-
preciation should be allowed as assets are paid for rather than when
placed in service.
National Retired Teachers Association; National Association of
Retired Persons, James Hacking, Assistant Legislative Council
In general
Believes that tax cuts should be moderate. Would support increased
interest exclusion and expanded IRAs. Recommends reducing “waste-
ful” tax expenditures, as well as enacting government spending
reductions.
National Association of Realtors, Jack Carlson, Executive Vice
President and Chief Economist
Individual tax reduction
Believes that across-the-board personal tax cuts should be limited
to 5 percent annually over the next 3 years.

Savings tax incentives i
Supports increasing the dividend and interest exclusion and in-
creased TRA limits.
Busi taw reducti housing
Expresses concern that the depreciation proposal could have a
harmful impact on rental housing. Recommends immediate expensing
for construction period interest and taxes and removal of the $10,000
investment interest limitation.

Citizens for Tax Justice, Robert Mclntyre, Director for Federal
Tax Policy

In general

Criticizes distribution of proposed tax cuts. Urges elimination of
wasteful tax expenditures. Feels new savings tax incentives should be
avoided. Opposes Administration’s capital cost recovery proposal.
‘Would support a capital cost recovery system based on real economic
depreciation.

Indicates support for targeted investment incentives, as proposed
by the AFL-CIO, and a payroll tax credit.
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Communications Workers of America, Glenn E. Watts, President
In general

Opposes Administration tax reduction program. Would prefer tax

cuts to be focused on middle- and lower-income working families. Be-

lieves that investment incentives, if adopted, should be targeted as
suggested by AFL-CIO.



March 25
Hon. Hugh L. Carey, Governor, State of New York
In general

Proposes a comprehensive tax package as an alternative to the Pres-
ident’s proposal : Adopt the First-Year Capital Cost Recovery System
(phased in over 5 years) ; exempt from taxation all capital gains on in-
vestments held more than 5 years; integrate the corporate and per-
sonal income tax; repeal the present investment tax credit and enact
special targeted tax credits (R&D, credit for employing economically
disadvantaged, credit to encourage low-income housing construction,
credit as part of targeted job development program for distressed
areas) ; exempt from income tax that portion of savings which reflects
inflation ; repeal consumer interest deductions; and remove all income
eligibility restrictions for social security and tax the benefits.
Hon. Edward Koch, Mayor, New York City

I Aranvirl 7 tw 7 A1t

Supports the broad concepts of the Administration’s program but
expresses reservations about the size and shape of the proposed per-
sonal income tax reductions, i.e., tax cut too large, carries a high risk
that it will prove inflationary, and emphasizes reducing the tax burden
of upper-income taxpayers.

Urges the Committee to (1) reduce the size of the three-year tax
reduction; (2) include an offset for increased social security pay-
ments; (3) adopt indexing; and (4) include specific savings incentives.

Busi tax reducti pital cost recovery
Endorses “10-5-3” depreciation revisions if certain changes are
made: include leased industrial property in the 10-year class; make no
distinction between real property used in manufacturing and real prop-
erty used in service industries; set different depreciation rates for
new plants, as compared to rehabilitations or expansions. Also, re-
quests consideration of a liberalized investment tax credit for re-
habilitation.
L. Stanton Williams, Chairman of the Board, PPG Industries, Inc.,
on behalf of the Business Roundtable
In general
Endorses the President’s spending and tax reduction proposals.
Supports the “two track” approach to tax cuts, with structural prob-
lems regarding disincentives to savings and investment to be addressed
ina second tax bill.
],,.J' sl 7 iam ¥ 1ot
Asserts that the across-the-board reduction in marginal tax rates
will mitigate some of the adverse effects of “bracket creep” and will
stimulate productive effort, savings, and investment.
13)
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Busi tax 1 pital cost recovery )

Believes that current depreciation procedures are not responsive to
today’s economic environment and act as a deterrent to capital invest-
ment. Urges enactment of Accelerated Capital Cost Recovery, effective
January 1,1981.

Leon Taub, Chief E ist, Washington Chase E trics

Aot

In general R
Argues that one potential defect of the President’s economic package
is that it will increase the “poverty barrier” (ie. disincentives to work-
ing poor as inflation pushes income into higher tax brackets). Indi-
cates that the size of the tax cut is not unreasonable in view of recent
tax increases.

The Tax Council, Wallace J. Clarfield, Chairman of the Tax Pol-
icy Committee
I Aass . 7 tw 7 Ao i
Supports the proposed 3-year across-the-board reduction in mar-
ginal tax rates. Asserts that this is long overdue, as top rates have not
been reduced since 1964-1965.

Business tax reduction—capital cost recovery
Endorses the proposed accelerated cost recovery system, to be ef-
fective no later than March 11, 1981. Believes that ACRS is the best
approach to provide a climate for increased productive investment.

Public Citizens’ Congress Watch, Jay Angoff, Staff Attorney

Individual tox reduction
Opposes the President’s proposed individual tax cut proposal. Does
not believe that it will cause people to work more or to save more. Indi-
cates that it would not be a real tax reduction for those with $20,000
and less income after the effect of inflation on personal exemptions,
zero bracket amounts, and earned income credit 1s taken into account.
Favors, instead, the Gephardt proposal to cut taxes by allowing a 10-
percent credit for social security taxes. Also, would support adjusting
the zero bracket amount, personal exemptions, and the earned income
credit for inflation.
Busi taw reductio pital cost recovery
Opposes “10-5-3” and the President’s depreciation proposal. As-
serts that this proposal goes beyond expensing and would provide neg-
ative tax rates. Contends that there would be significant tax shelter
possibilities and that the proposal would create greater tax distortions
among assets, industries, and regions. Supports .first-year cost re-
covery system as having a neutral tax effect for industries.

Tax expenditures

Recommends elimination of certain tax expenditures such as the oil
depletion allowance and the deduction for intangible drilling costs.
Also, opposes DISCs, IDBs, tax credit for corporations receiving in-
come from doing business in U.S. possessions, step-up in basis of prop-
erty at death, and consumer interest deduction. Suggests limiting the
mortgage interest deduction and the charitable contributions deduc-
tion.
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National Taxpayers Union, James Dale Davidson, Chairman
Individual tax reduction

In addition to the 30-percent personal income tax rate reduction,
proposes that capital gains taxes be reduced or eliminated entirely.
Recommends taxing savings income separately, starting at the lowest
tax rate. Would exclude a certain percentage of interest and dividend
income from tax. Also, suggests a tax-free rollover of dividend and
interest income as an alternative.

_Supports elimination of the marriage tax fpens.lty by allowing mar-
ried taxpayers to file separate returns as if they were single (H.R.

1700). Further, urges indexing the personal income tax (similar to
H.R.247).

Busi tax reducti pital cost recovery
Supports depreciation revision, but believes that the 10-5-3 proposal
would introduce new distortions in the tax laws. States that the first-
year cost recovery system would eliminate the distortions of inflation

by allowing deduction of the full present value of depreciation in the
first year.

American Institute of Certified Public Accountants, Herbert J.
Lerner, Chairman, Tax Policy Subcommittee of the Federal Tax
Division

Individual tax reducts
Recommends indexing for individual income tax brackets, exemp-
tions, deductions, exclusions and limitations, and the basis of most
assets,

Bust: taw reducti pital cost recovery
. Believes that a revised capital cost recovery system should be an
indexed system based on pooled accounts, and also should provide for
the end of the concept of useful life and determination of salvage
value.

Albert B. Ellentuck, National Tax Partner, Laventhol & Horwath,
CPAs

Individual tax reduction

Endorses the thrust of the President’s program to spur productivity
and savings by eliminating some of the disincentives to work and
invest which are built into the present tax system. However, feels that
individual income tax cuts should be phased in and triggered by the
economy’s reaching specified levels of performance by specified dates.
Individually or in combination, existing measures of economic per-
formance (e.g., gross national product, productivity, savings and in-
vestment) should be used as barometers of performance.

Jon E. Bischel, Professor of Law, Syracuse University and Uni-
versity of Florida
Believes that emphasis must be placed on three areas: .
(1) Research and development—Section 861 regulations governing
allocation and apportionment of research and development expendi-
tures constitute a major disincentive to research and development ac-
tivities in the United States. Endorses H.R. 2473 to allocate R&D
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costs totally to the income from the country in which the costs are
incurred. Indicates that the United States also should provide tax
incentives for R&D in addition to present law deductions or credits.

(2) Depreciation—Suggests that the Jorgenson-Auerbach first-
year depreciation plan should be given serious consideration. Rejects
the 10-5-3 proposal because it is still locked into historical costs, and
the proposal creates a potential distortion, especially between owner-
occupied buildings and residential investment property.

(8) Sawings—Proposes an exclusion of up to $1,000 of interest in-
come in excess of previous year’s interest income.

Gelrald Moran, Visiting Professor of Law, William and Mary Col-
ege
In general
Believes that the Administration proposals continue a trend that
leaves individuals paying too great a share of the cost of government
(through income and social insurance taxes) and business paying too
little. Asserts that government willingness to make business tax cuts
to stimulate investment and for narrower business purposes has cre-
ated a business mood that seeks government help at the slightest eco-
nomic pinch. Proposes a return to use of the tax system to raise reve-
nues and to allocate the costs of government, rather than to regulate
the economy or bring about social changes.
Individual tax reduction
Suggests that the proposed individual cuts should provide an equal
percentage point reduction in marginal tax rates; estimates that 8
percentage points across the board would cost as much as Kemp-Roth.
Argues that, for lower- and middle-income taxpayers, this would pro-
vide a significant offset to the increasing social Insurance tax increases.
Alan L. Feld, Professor of Law, Boston University School of Law
Individual tax reduction
Recommends a substantial increase in the personal exemption in

addition to whatever reductions are made in individual income tax
rates.

Herman 1. Liebling, Professor of E ics and Busi La-
fayette College

Individual tax reduction

Believes that tax cuts are needed to encourage investment, produc-
tivity and work effort, but all of this would be jeopardized if Federal
deficits add to congested capital markets.

Generally endorses the President’s program-—specifically reduced
spending and the individual income tax cuts. However, is not optimis-
tic about the program’s being successful as quickly as the Administra-
tion predicts and warns that tax cuts should not be made if matching
expenditure cuts are not enacted.
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National Savings and Loan League, Raleigh W. Greene, 111, Vice
Chairman, Committee on Taxation
Business tax reduction—capital cost recovery
Generally supports the Administration proposal on capital cost
recovery, but believes that additional incentives should be provided

for multi-family rental real estate. Proposes allowing savings and loan
associations the full investment tax credit.
Saving tax incentives

Fayors expansion of individual retirement accounts (IRAs) by in-
creasing the amount of deductible contributions, expanding eligibil-
ity to all wage earners, and modifying the spousal account accordingly.
Urges repeal of Rev. Rul. 80-274 (relating to the treatment of wrap-
around annuities).

Other business tax provisions
Recommends elimination of the bad debt deduction of banks and
savings and loan associations as a tax preference item. Proposes
reversal of IRS regulations relating to the effect of net operating loss
carrybacks on the bad debt deductions of savings and loan associations.
National Automobile Dealers Association (NADA), George W.
Lyles, First Vice President
Individual tax reduction
Favors allowing individuals a tax credit for the purchase of an auto-
mobile, similar to YL.R. 146 (Brodhead).
Business taw provisions
Urges changes in inventory accounting (LIFO and 7'hor Power)
and clarification of tax treatment of open end leasing of automobiles
and trucks.
Truck excise tawes
Proposes certain changes in the truck excise tax. Notes that the
American Truck Dealers Division of NADA favors repeal of the
10-percent excess tax on trucks and the 8-percent excise tax on truck
parts. Recognizes that this may not be feasible at the present time.
In the meantime, advocates changing the point of tax collection to
the time of the first retail sale of the vehicle and/or part. Points out
that this would allow the dealer to purchase the truck and parts from
the manufacturer without having to first pay the tax. In doing this,
suggests recomputing the tax liability on 90 percent of the actual
retail sales price of the vehicle and on 75 percent of the actual retail
price of the parts (as in H.R. 2936, Pickle).
Stockholders of America, Inc., Margaret Cox Sullivan, President
Individual taz reduction
Favors generally the Administration proposal on rate reduction.
an
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Business tax reduction—capital cost recovery

Generally supports the Administration proposal on capital cost
recovery.

Inwestment taw incentives
Urges that there be no tax on capital gains. Favors ullowing credit
to stockholders for pro-rata amount of taxes paid by corporations.
In addition, supports adoption of H.R. 654 (relating to dividend
reinvestment plans), H.R. 63 (relating to tax credit for purchase of
stock), and ILR. 7 (relating to increasing the capital gains deduction
to 70 percent).
National Foreign Trade Council, Albert R. Doyle, Chairman, Tax
Committee
Business tax reduction—oapital cost recovery
Supports the Administration proposal on capital cost recovery, but
believes that more should be done to encourage research and develop-
ment. Believes that it is important to separate recovery of plant and
equipment costs from a useful life concept.
Alex Zakupowsky, Partner, Deloitte, Haskins & Sells, CPAs
Inwestment taw incentive
Favors generally the Administration proposal as a means of in-
creasing investment. Believes that significant reductions in the tax
rates would result in additional savings.

Business tax reduction—capital cost vecovery

Generally supports the Administration proposal on capital cost
recovery.

Securities Industry Association, Edward 1. O’Brien, President

Business tax reduction—capital cost recovery
Generally favors the Administration proposal on capital cost re-
covery, but believes that it will not be sufficient to encourage invest-
ment in small business.
Sawvings/investment tax i 2
Proposes increases in the capital gains deduction to 70 percent, and
reduction in the maximum rates of tax on investment income to 50
percent. Favors some expansion of the exclusion of interest and divi-
dend income.

Investment Company Institute, David Silver, President, and Wil-
liam M. Tartikoff, Tax Counsel (testimony by Matthew Frank,
General Counsel)

Savings /investment tax incentives
Recommend adoption of H.R. 1250 to increase the interest and divi-
dend exclusion to $500/$1,000 for the taxpayers age 65 and over and
make the $200/$400 exclusion permanent. H.R. 2350 also would ex-
pand the IRA system by (1) increasing the deductible limit to $2,000
per year (with $2,000 per year nondeductible contributions), (2) re-
moving the prohibition-against use of IRAs by persons who are “active
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participants” in a qualified employer plan, and (3) permitting limited
withdrawals from IRAs without the 10-percent penalty tax if used
to purchase a first home or to pay for higher education or vocational
training of children.

Thomas F. Ruhm, Assistant General Counsel, Bessemer Securities
Corporation
Tnvestment tax incentives
Favors increases in the capital gains deduction to 70 percent and a
reduction in the maximum tax on investment income to 50 percent, for
a top capital gains tax rate of 15 percent.
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Aircraft Owners and Pilots Assoc., W. Lawrence Graves, Vice
President

Awiation ewcise taxes

Requests that the Ways and Means Committee take no action on
aviation-related taxes until after the Trust Fund authorization levels
are set by the Public Works and Transportation Committee. Suggests
that the Administration’s revenue estimates regarding general avia-
tion fuels taxes be reviewed. Maintains that the sharp increase in the
fuels taxes will have a definite negative impact on general aviation.
States that the existence of the Trust Fund balance indicates that
aviation taxpayers are being overtaxed in relation to the programs
being funded from the Trust Fund. Questions the need and value of
an aviation trust fund. Suggests that the trust fund concept be
reevaluated.

National Business Aircraft Assoc., Robert A. Cooke, Assistant to

the President (Government Relations & Energy)

Awiation excise taves

Agrees with user charges for direct benefits received by users of
transportation systems. Disagrees, however, with Administration
proposal to increase the fuels taxes as overburdensome to general avia-
tion. Maintains that the national public interest benefit from the
aviation system should be ascertained before determining the appro-
priate user charge. Recommends the 814-cents-a-gallon fuels tax for
noncommercial aviation approved last year by the Ways & Means and
Finance Committees.

Helicopter Association International, Robert A. Richardson, Ex-

ecutive Director

Awiation excise towes

Believes that direct user taxes on civil aviation should not be levied
until first determining the amount of aviation expenditures allocable
to the national public benefit. Maintains that the fuels taxes should
be no more than 5-cents-a-gallon until the Trust Fund uncommitted
balance is reduced to $500 million, after which time the tax should be
no more than 7-cents-a-gallon. Recommends that there be no differ-
entiation in the tax rate per gallon on aviation gasoline and jet fuel.
(Likewise, proposes that the air passenger ticket tax not be more than 5
percent until the Trust Fund balance reaches the $500 million level.)

In lieu of the above proposals, would not object to a return to the
aviation tax structure and rates in effect on September 30, 1980,
except recommends that certain helicopter operations (energy re-
source and timber operations) be exempt from the fuels taxes (as
in the 1980 Finance Committee amendment).

(20)
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Urges that the Trust Fund be removed from the unified budget, and
that Trust Fund monies be used only for ADAP programs, airway
facilities and equipment, and research and dev elopment projects (i.e.,
not for operations and maintenance expenditures). Suggests that
Trust Fund monies be available to provide investment incentives (or
user tax credits) to encourage civil aviation users to acquire advanced
airborne air traffic control equipment.

General Aviation Manufacturers Assoc., Edward W. Stimpson,
President

Business tax reduction—capital cost recovery
States that the accelerated capital cost recovery proposal should be
helpful to the general aviation industry by encouraging purchase of
new capital equipment for the manufacture of aircraft.
Awiation excise taxes
Contends that the Administration proposal to increase general avia-
tion fuels taxes will have an adverse effect on the industry. Indicates
that general aviation aircraft deliveries dropped by more than one-
third in 1980, and has declined even further in 1981. Endorses an 814-
cents- a-ga]lon tax rate, applicable to aviation gas and jet fuel.
Disagrees with the 1973 DOT Aviation Cost Alloca,tlon Study meth-
ods and results regarding allocating general aviation’s share of avia-
tion system costs. Suggests that a final decision on aviation tax levels
be postponed until the Trust Fund authorization levels are set by the
Public Works Committee.

American Waterways Operators, Inc., Ralph E. Van der Naillen,
Chairman of the Board of Directors
Waterway ewcise taves/user charges
Objects to increased user fees for the inland waterways system. Pro-
poses, instead, a uniform tax on all transportation modes. Contends that
forcing commercml nav 1gat10n to support the entire waterways system
would render it noncompetitive with the railroad industry. At a mini-
mum, urges deferring any tax increase until the study on the impact of
waterway user charges mandated by P.L. 95-502, which enacted the
cgl rent waterway “user taxes, is received by Congl ess in September
1981.

National Tax Limitation Committee, William H. Shaker, Execu-
tive Vice President

Individual tax reduction

Supports the President’s tax reduction proposals. States that across-
the-board reductions would benefit the lower income brackets more
than the higher brackets (by 1984, a 30-percent reduction for the
$8,000-$10, 000 bracket, as opposed to a 20- percent cut for the over
$2OO 000 bracket) Also, argues that to weight the tax cut more heavily
in favor of the lower brackets or to enact less than a three- -year tax cut
would fail to encourage necessary capital formation.
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George E. Barnes, Senior Partner, Wayne Hummer & Co.

(Chicago)

Investment tax incentives

Opposes taxing “unearned” income at higher rates than the maxi-
mum rate applied to “earned” income. Indicates that if both categories
are taxed as “income,” they should be taxed at the same rates. Recom-
mends, however, that gains and losses on sales of property be elimi-
nated from any “income” category and subjected instead to a separate
10-percent tax on such gains (net of losses).
Ira T. Wender, A. G. Becker, Inc., on behalf of E. F. Hutton, Mer-

rill-Lynch, Rotan Mosle, and Underwood, Neuhaus

Business tax reduction—"‘at risk” rules

Objeéts to the Administration’s proposal to apply “at-risk” rules
to the investment credit allowed under ACRS. Predicts difficult finan-
cial problems for ship construction, oil and gas drilling rigs, trans-
portation equipment, and energy research and development equip-
ment if this is done. Points out that these activities normally are
financed through the use of limited partnerships, in which deductions
exceed the limited partners’ “at-risk” amounts.
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Honorable Charles A. Vanik, former Member of Congress

I'ndividual tax reduction

Indicates that the proposed tax cut program is illusory because it

will shift the tax burden from Federal to State levels. States that
the blame for inflation must be spread over a broad sector of our
economy, and not just Federal policies. Believes that budget cuts
without a tax cut would curb inflation and reduce the deficit and
interest rates, benefiting all equally. Indicates that if an individual
cut is considered necessary, a commitment to more than a 1-year cut
is risky.

Business tax reduction

Contends that a tax cut for business should be targeted at high
technology equipment.

L. Williamm Seidman, Vice Chairman, Phelps Dodge Corporation
Business tax reduction—capital cost recovery

Expresses general support for ACRS. However, indicates that a
mandatory cost recovery system may provide little immediate benefit
for companies that do not have sufficient earnings to utilize increased
amounts of depreciation and investment credit.

Advocates the following: (1) Permit taxpayers the flexibility to
utilize depreciation deductions at any time (“banking”), and (2)
allow a “reinvestment” refundable investment tax credit (i.e., if an
additional amount equal to the refunds is first invested in equipment
used in the primary business whose acquisitions gave rise to the invest-
ment credit).

Air Transport Association of America, Paul Ignatius, President
and Chief Executive Officer
Business tax reduction
. Indicates that while ACRS will do much to improve the economy
in general the proposal would be of little direct benefit to the airline
industry or other industries with cyclical profitability or low earn-
ings. Maintains that a refundable investment tax credit would provide
the necessary direct benefit.
Prime F. Osborn, Chairman, CXS Corporation
Business tax reduction—capital cost recovery
Expresses support for ACRS. However, indicates that many rail-
roads have insufficient income to fully utilize the investment credit.
States that a refundable investment credit would be of benefit until
the railroads return to a condition of profitability.
(23)
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National Federation of Independent Business, Director of Federal
Legislation, James W. McK evitt
] pu L. ) 7 tm 7 Aarrts,
Advocates a social security tax credit, such as Congressman Gep-
hardt’s proposal, that would (1) reduce the cost of labor and (2)
increase the return to the laborer.

Busi tax reducti pital cost recovery

Endorses H.R. 1053, including (1) “banking” of depreciation, (2)
uniform treatment of commercial real property, and (3) a rule per-
mitting depreciation for qualified progress expenditures to be taken
at any time when a payment is made.

Small business tax provisions

Indicates that small business would benefit by (1) raising the top
corporate tax bracket from the $100,000 level to $250,000 and (2) re-
ducing the rate for the first $25,000 of income to 12 percent.

States that because FIFQ inventory methods cause problems in
inflationary times and LIFO is complex, small business would be
better off with a cash accounting method.

Also suggests the following: (1) raise the minimum accumulated
earnings credit ceiling from $150,000 to $200,000; (2) raise the used
property investment credit from $100,000 to $200,000; and (3) revise
subchapter S provisions.

Savings tam incentives

Advocates (1) expanded IRAs and (2) gradual elimination of tax
on dividends and interest.

Estate taxes

Contends that estate tax reform is necessary to prevent sales of
small businesses upon death of the owner, and reduce life insurance
costs incurred to provide cash to satisfy estate taxes

Small Business Legislative Council, William D. Barth
I lanarii 7 t(m 7 A '

Advocates a tax credit equal to increases in social security taxes.

Busi taw reducti pital cost recovery

With respect to real property, recommends the following: (1) 25%
credit for rehabilitation of buildings; (2) 15-year writeoff for all
real property; (3) 10-year period for owner-operated buildings; and
(4) 40% ADR variance for public utility property.

With respect to equipment, suggests the following: (1) $25,000
expensing provision; and (2) increase used property investment tax
credit and permit carryover of any denied cost. Also, proposes a 25%
R&D credit.

Targeted jobs tax credit

Recommends extending targeted jobs credit provision to make it a

general credit available to small firms,
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Small business tax provisions
Advocates small business tax proposals similar to those contained in
S. 395, such as incentive stock options, revision of subchapter S, and
corporate rate reduction.

Savings/investment tax incentives

Proposes expansion of IRAs and reduction of capital gains tax.
LEstate tox

Recommends reduction in the estate tax, similar to S. 395.
Independent contractors

Suggests clarification of independent contractor tax status issue.

Southeastern Lumber Manufacturers Association, Wilbur S.
Doyle
Small business tax provisions
Advocates targeting the tax cuts to small business. Proposes the
following: (1) corporate rate reduction and bracket widening; (2)
allow sale of small business participating debentures; (3) “rollover”
of gain on sale of small business; (4) increase minimum accumulated
earnings credit from $150,000 to $250,000; (5) increase number of sub-
chapter S shareholders from 15 to 25; (6) allow reserve for broker-
dealer marketmaking activities; (7) authorize employee incentive
stock options; and (8) increase the investment tax credit limitation
for used property.
Inwestment tax incentives
Recommends increase in capital gains exclusion from 60 to 70%,
reduction in alternative corporate rate on capital gains from 28% to

20%, and reduction in the top alternative minimum tax rate from
95% to 20%.
Estate tax

Urges the following changes in the estate and gift tax laws: (1) in-
crease estate tax exemption from $175,000 to $600,000; (2) raise gift
tax exclusion to $6,000; (3) provide unlimited gift and estate tax
marital deduction; (4) permit special use valuation rules for farmland
and closely-held businesses; (5) valuations for gifts within 3 years of
death at date of gift rather than date of death; and (6) permit 5-year
deferral/10-year installment election for payment of estate taxes if
35% of gross estate or 50% of taxable estate 1s a closely held business.

Small Business National Unity Council, Durwood Alkire
Small business taw provisions

Recommends the following changes to the Administration’s bill:
(1) exclude from gross income up to $100,000 of gain on sales of small
business intefests held at least 5 years by an individual 55 years old;
and (2) reform LIFO accounting rules to make them more readily
available to small business.

Inwvestment tax incentives
Proposes increasing the capital gains deduction from 60% to 80%.
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Small Business United, Edward H. Pendergast
Busi tax reducti apital cost recovery
Supports some form of simplified cost recovery that would include
(1) expensing of the first $25,000 of depreciable assets, (2) an in-
crease in the limit of used property eligible for the investment credit,
and (3) an R&D tax credit.
Small business tax provisions
Advocates the following to help small business with capital form-
ation problems: (1) Graduate corporate tax rates on a steeper basis
with the maximum rate taking effect at a considerably higher thresh-
old; (2) Permit deferred payment (rollover) of capital gains rein-
vested in a small business within a fixed period of time, or eliminate
capital gains tax for new capital investments; (3) Authorize a new
financial instrument such as a small business participating debenture ;
(4) Authorize granting of employee incentive stock options; (5) In-
crease the permissible number of Subchapter S sharcholders; and (6)
Increase the accumulated earnings credit.

E'state tax

Maintains that estate tax reform is overdue. Indicates that scarce
cash is being used by family-oriented businesses to pay for insurance
to assure business continuity upon the principal’s death.

American Bus Association, Norman Sherlock, Executive Vice
President

Business tax reductions—depreciation/jobs tax credit
Advocates expensing of $100,000 of depreciable property. Also en-
dorses job training tax credits to increase the number of skilled work-
ers and increase in used property investment credit.

Small business tax provisions

States that the following would benefit small business operations:
(1) “rollover” of gain on sale of small business; (2) increasing the
amount of accumulated earnings credit to $300,000; (3) expan-
sion of shareholders in subchapter S corporations to 25; (4) author-
ize Small Business Participating Debentures (SBPD), which would
be a new debt obligation bearing a fixed rate of interest; and (5) a
10-percent tax credit for investment in new stock issues of small
businesses.

Fuels ewcise taves
Recommends allowing intercity bus operations to take advantage of
their exemption from 4 cents a gallon diesel fuel tax without having
to pay the tax and file for a refund.
Energy tax credit for buses
Advocates expansion of energy credit for buses to include replace-
ment buses; claims that smaller companies cannot afford to increase
their bus capacity.
Estate tax

. Urges estate tax changes, including increase in the estate tax exemp-
tion and the annual gift tax exclusion.
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National Association of Wholesaler-Distributors, John H. Fitch.
Jr., Vice President for Government Relations
Business tax reductions generally
Supports Administration bill. For a “second” bill, recommends:
(1) Corporate rate reductions along the lines of S. 360, S. 894, or HL.R.
22455 (2) Increase credit for rehabilitation to 25% ; and (3) Increase
used property investment credit.
Small business tax provesions
Asserts that steps should be taken to simplify LIFO for small busi-
nesses, so that procedural complexities do not penalize these companies.
Supports H.R. 2319, S. 578, and S. 360.
Fstate tax
States that estate tax reform is essential for continued existence o€
family owned wholesale-distributors. Recommends increasing estate
tax exemption, revision of estate tax brackets, easing of the payment
requitements, and tax-free inheritance of family business by surviving
spouse.
Machinery Dealers National Association, Sidney Lieberstein, Vice
President
Business taw reduction—investment tawx credit
Urges elimination of limitation on investment credit for used prop-
erty. As an alternative, suggests raising limitation in phases to $500,-
000 by 1985. Any cost denied would be carried back 3 years and carried
forward 7 years.

Jobs tax credit

Also, endorses a skilled jobs credit to help solve the shortage of
skilled labor in critical industries.

National Machine Tool Builders’ Association, Craig R. Smith,
Chairman
Individual t az reduction
Supports the Administration bill. Contends that lower marginal
rates will reduce emphasis on tax shelters and encourage productive
activities. States that even if higher-income taxpayers would benefit
more under the bill, those taxpayers are more able to invest tax cut
dollars. Asserts that the increase in savings will have a feedback effect
for the economg as a whole. Believes that a full 3-year cut is necessary
to achieve all objectives.
Business tax reduction—capital cost recovery
Endorses the Administration bill. Indicates that the 1980 Senate
Finance Committee bill retains some complexities of present law, such
as ADR. o o .
Also, maintains that second- and third-tier suppliers, which are
often small businesses, would be helped significantly by enactment of
the Administration bill.
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National Tooling and Machining Association, Ted Arneson

Busi taw reducti pital cost recovery/jobs taw credit
Expresses support for Administration bill, but suggested the fol-
lowing modifications: (1) Eliminate phase-in of depreciation for up
to $1,000,000 of small business assets; (2) Increase used property in-
vestment credit to $250,000; and (3) Permit a skilled jobs credit in
lieu of the WIN and targeted jobs credit.
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National Coal Association, Carl E. Bagge, President

Business tax reducti pital cost recovery

Supports the President’s ACRS proposal, but is concerned that the
lack of flexibility in the system (no “banking,” mandatory) may cause
reduced percentage depletion deductions for coal properties because of
the “10 percent of gross income but not exceeding 50 percent of tax-
able income” cost percentage depletion limitation.

Malkes the following additional comments: (1) expresses concern
that adjacent land improvements (e.g., parking IOtZL may have a dif-
ferent recovery period than an owner-occupied warehouse; (2) objects
to the required daily proration of the allowable first-year and last-year
allowances for real property with audit proof lives; suggests use
of the half-year convention or a monthly proration of the allowance;
(8) states that, under present law, foreign assets are allowed a 10-
year accelerated write off while only 10 years straight line would be
allowed under ACRS.

National Forest Products Association; American Paper Institute,
Norma Pace, Senior Vice President and Chief Economist
Individual tax reduction
Supports the President’s individual tax cuts.
Business tax reducti apital eost recovery
Supports ACRS, but suggests that it be modified to allow the tax-

payer to deduct less than the allowable amount of depreciation and
carry over the rest to a subsequent year (“banking”).

National Association of Furniture Manufacturers, Frederick L.
Williford, President
Bust tax reduction—capital cost recovery
States that a simplified accelerated depreciation system which de-
parts from the “useful life” concept is the most critical tax relief
needed.

Southern Furniture Manufacturers Association, Lawrence W.
Whalen, Jr. (President, Berkline Corporation)
Individual tax reduction
Endorses the Administration’s tax proposals.
Busi taw reducti pital cost recovery
Supports ACRS. )
Machinery and Allied Products Institute, Charles W. Stewart,
President
Individual tax reduction
Endorses the President’s proposals.
(29
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Busi; taw reducti pital cost recovery

Supports ACRS, but suggests that the following also be considered :
(1) include “banking” concept for depreciation deductions; (2) pro-
vide a “useful life” election for taxpayers who want to assume burden
of demonstrating that their assets have lives shorter than applicable
recovery periods; and (3) remove two-year construction period
requirement for depreciation and ITC on qualified progress
expenditures.
Cast Metals Federation, Loren E. Gerber (Vice President and Con-
troller, Auto Specialties Manufacturing Co.)

Individual tax reduction
Endorses the President’s proposals.

Busi taw reduction pital cost recovery
Supports ACRS, but states that, during the proposed phase-in
period, capital recovery periods should be increased for many foundry
assets because, presently, ADR schedules are not used and depreciation
deductions are taken on a useful life or negotiated basis with the TRS.
Recommends the following: (1) elimination of the phase-in period
for 5-year class assets; (2) accelerated phase-in over 3 years of $1,000,-
000 of 5-year class assets; (3) inclusion of government-mandated
equipment in 3-year class; and (4) increase of ITC carryback to 7
years rather than extension of the carry-over.
Alliance of Metalworking Industries, James W. M. Monde, Vice
hairman

Business tax reduction—capital cost recovery
Supports ACRS and H.R. 1053. Suggests simplifying the phase-in
for 5-year class property because many small businesses do not use
ADR. Proposes raising the amount of used equipment eligible for the
investment tax credit from $100,000 to at least $250,000.
American Trucking Associations, Inc., Roger Burbage (Vice Presi-
dent, O’Boyle Truck Lines, Rockville, Md.)
Business tax reduction—trucking operating rights
Urges a legislative solution to problems created for the trucking in-
dustry by the decrease in value of motor carrier operating rights. Sup-
ports IL.R. 1964 and S. 702; which would permit an ordinary loss de-
duction. Suggests that Congress may want to spread the deduction
over 3 years to lesesn fiscal year revenue losses. -
American Iron and Steel Institute, Robert Peabody, President
Business tax reduction
Supports the President’s proposals. Urges prompt action on ACRS,
with an effective date of January 1, 1981,
National Apartment Association, Stanley Taube, President
Individual tax reduction/savings incentives
Generally endorses individual income tax cuts but believes that a
portion of the cuts should be directed to encourage increased savings
by (1) expanding IRA eligibility to individuals covered by employer
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sponsored retirement plans; (2) increasing IRA contribution limits;
and (3) expanding the interest and dividend exclusion. Supports
same maximum tax rate on all income whether earned or investment
income.

Business tax reduction—rental housing
Contends that rental housing production would evaporate if audit-
proof lives for residential property in the President’s proposals are
enacted. Maintains that residential housing needs favored treatment;
having the same lives and tax benefits as other buildings will not help.
Recommends the following tax incentives: (1) allow 10-year
straight line depreciation for new rental housing and 15-year straight
line depreciation for used rental housing; (2) extend 5-year writeoff
of rehabilitation expenditures to residential housing; (3) allow tax-
payers to elect the audit-proof liyes or use present law depreciation
rules; (4) allow immediate deduction of construction period interest
and taxes; and (5) allow deduction of expenses from the time con-
struction of a rental project begins.
National Multi-Housing Council, Allen Cymrot, Vice President
Business taw reduction—rental housing
Believes that the Administration’s proposed elimination of accel-
erated depreciation for housing and its granting of favored treatment
to commercial and office buildings over residential buildings, coupled
with proposed budget cuts in housing programs, would virtually elim-
inate the incentive that remains to produce rental housing today.
Proposes, instead, that (1) rental housing be allowed 15-year audit-
proof accelerated depreciation; (2) repeal of Code section 189 (relat-
ing to capitalization of construction period interest and taxes), or
make the section inapplicable to rental property; (3) continuation of
favored treatment, such as accelerated schedules and eased recapture
rules, for low-income housing.
National Association of Retail Grocers of the United States,
James A. Stoll, Chairman-Elect
Business tax proposals
Supports the principle of the President’s proposal, but more spe-
cifically supports the Capital Cost Recovery Act, H.R. 1053. Urges
simplification of inventory accounting for small businesses.
International Council of Shopping Centers, Wallace R. Woodbury, '
Chairman of the Tax Sub ittee of the Gover t Affairs
Committee

Business tax reduction—oapital cost recovery

States that H.R. 2400 will accomplish most of the depreciation re-
forms which they believe necessary, but maintains that any legislation
must eliminate penalties and biases against real estate investment.
Proposes (1) establishment of audit-proof recovery periods for all
real property with retention of present law section 1250 recapture;
(2) a 15-year recovery class for all real estate, except low-income hous-
ing; (3) repeal of section 189; (4) removal of limitation on interest
on real estate investment indebtedness; (5) current deductions of
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amounts paid or incurred in connection with, or during the period of,
the acquisition, development, construction or erection of all real prop-
erty, unless it should be properly capitalized.

Makes the following additional suggestions: (1) believes that the
tax preference for leased recovery property, other than recovery real
property, should apply to all taxpayers, and suggests that the period
over which the tax preference is calculated should be the lesser of twics
the recovery period or the ADR life, to avoid increasing the amount
of tax preference; (2) provide for an unlimited net operating loss in
lieu of the 10-year carryover in H.R. 2400; (3) no adjustment should
be required to be made to earnings and profits with respect to deprecia-
tion deductions on real property with audit-proof lives.

Food Marketing Institute, Harry Sullivan, Senior Vice President
and General Counsel
Business tax reduction—capital cost recovery
_ States with favor that most of the Conable-Jones 10-5-8 deprecia-
tion concepts are included in the President’s bill. Expresses concern
that an owner-occupied building will be treated differently from an
identical leased building; believes that depreciation based on occu-
pancy is inequitable and unfair.

Council of State Housing Agencies, John Ritchie, Jr., Chairman,
Tax and Securities Committee (Executive Director, Virginia
Housing Development Authority)

Busi: taw reducti housing

Recommends 15-year depreciation for all residential real estate other
than low- and moderate-income housing and 12-year depreciation for
low- and moderate-income housing ; making permanent the 60-month
amortization for rehabilitation of low- and moderate-income housing
and increasing the maximum amount per unit to $30,000; deleting the
5-year rapid amortization for rehabilitation expenses from the mini-
mum tax preference; and allowing both tax-exempt financing and
energy tax credits to a property owner.

National Housing Partnership, Thomas M. Tweel, Vice President,
Tax Operations

Business taw reduction—housing
Recommends 15-year accelerated depreciation for low-income hous-
ing; deleting the 5-year amortization for rehabilitation expenses from
the minimum tax ; allowing continued expensing of construction period
interest and taxes for low-income property; making permanent the
5-year amortization of low-income housing rehabilitation and increas-
ing the maximum amount to $40,000 per unit; clarifying that start-up
expenses may be amortized when construction begins; and extending
the definition of low-income housing to include projects in which at
least 20 percent of the units are occupied by persons receiving certain
Government subsidies.
National Leased Housing Association, Philip Kieffer, President
Business tax reducti housing
Supports shorter, audit-proof recovery lives for real estate. Proposes
that all residential housing be given a 15-year life, and accelerated
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depreciation be allowed for low- and moderate-income housing with-
out the depreciation being treated as a tax preference.

Coalition for Low- and Moderate-Income Housing, William J.
Langelier, Chairman
Business taw reducti housing
Favors shorter, audit-proof lives, but recommends that real estate
be depreciated over 15 years. In addition, suggests that low- and mod-
erate-income housing be allowed accelerated depreciation, with no
minimum tax. Also, proposes continued expensing of construction pe-
riod interest and taxes for low- and moderate-income housing.
National Low-Income Housing Coalition, Cushing N. Dolbeare,
President
Housing
Supports imposing limits on homeowner tax preferences, and con-
verting deductions to credits to benefit those not itemizing, Contends
that homeowner tax preferences contribute to inflation in the housing

market and have hindered rental housing production and encouraged
condominium conversions.
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Hon. Charles B. Rangel, Member of Congress (N.Y.), on behalf of

the Congressional Black C

Individual tax reduction

Criticizes the Administration program as unjustly benefitting those
in the higher tax brackets. Claims that it will increase welfare recip-
ients and shift burden to State governments. Favors increasing zero
bracket amounts, earned income credit, and providing a 10-percent tax
credit for social security tax.

Business tax reductions

Rejects the Administration proposal. Claims that the proposal would
result in a subsidy for investment. Recommends adoption of a phased-
in First-Year Capital Cost Recovery System. Also, favors a 10-percent
tax credit for employers for social security taxes. In addition, supports
targeted investment incentives for economically-distressed areas; a 25-
percent rehabilitation tax credit; a 25-percent credit for new struc-
tures; elimination of the $100,000 limitation ‘on used equipment; and
increase targeted jobs tax credit to 65-percent on a $10,000 wage base.

Tax expenditures

Proposes limiting or eliminating certain tax expenditures in lieu of
reductions in certain social programs: such as limiting business meal
deductions to 50 percent and eliminating other entertainment deduc-
tions; eliminate capital gains treatment of certain timber and agricul-
tural income; eliminate DISC; disallow foreign tax credits on oil and
gas extractions; discontinue intangible drilling cost deductions and
percentage depletion for oil and gas firms; limit the deduction on
home mortgages to $10,000; eliminate the tax allowance for controlled
foreign corporations; and reduce the tax benefit of commodity tax
straddles.

Hon. Don Fuqua, Member of Congress (Florida): Chairman of

Committee on Science and Technology

Business tax reduction—Rd&D

Urges action on H.R. 1864 (Shannon), which provides a 25-percent
R&D credit and a deduction for contributions to fund university
research.

Hon. Richard L. Ottinger, Member of Congress (N.Y.)
Energy

Believes that the government should recoup increased profits of oil
companies. Asserts that oil: companies are using increased profits to
diversify and need no incentives for additional exploration and devel-
opment. States that the deduction for intangible drilling and develop-
ment costs and percentage depletion should be abolished or reduced.
Urges a review of all energy-related tax subsidies.

(34)
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Recommends a refundable credit for oil users in order to relieve
hardship for both consumers and businesses in oil-consuming States
and to ease imbalance vis-a-vis oil-producing States.

Charitable contributions

Proposes allowing a nonrefundable tax credit of one-half of char-
itable contributions up to $500 maximum ($1,000 for a joint return).
Also, cosponsors the Conable-Gephardt.above-the-line charitable de-
duction but indicates that a deduction would give relatively greater tax
benefit to higher bracket taxpayers.

Twition tax credit

Does not favor a tuition tax credit.

Hon. Parren J. Mitchell, Member of Congress (Maryland)
Individual taw reductions

Contends that the Administration’s proposal would only exacerbate
the rate of inflation and would favor the higher income taxpayer.
Recommends postponing consideration of the 30-percent tax rate re-
duction. Proposes expansion of the earned income credit and increas-
ing the zero bracket amount.

Business tax reducts depreciation )

Coneurs in the need to reform the present depreciation laws to sim-
plify depreciation and to stimulate capital formation and economic
growth. Disagrees that Accelerated Cost Recovery is the most viable
method of depreciation for small business and the economy in general.

Expresses concern regarding the proposed 5-year phase-in of the
proposal, the nonneutrality of the proposal, and the revenue cost of
the proposal.

Business tar reduction—targeted incentives
Proposes a refundable targeted tax credit for job training costs in
“distressed economic areas,” waiver of employer’s share of the social
security taxes for one year, accelerated depreciation and refundable
investment tax credit for certain structural rehabilitation costs, tax-
exempt IDBs (Government guaranteed), and tax incentives (special
bad debt deduction and tax credits) for financial institutions aiding
new small businesses in a distressed economic area. Also, recommends
a 2-year extension of the present targeted jobs tax credit.
Tax ewpenditures
Believes that tax expenditures have become an uncontrollable ele-
ment of the Federal budget. Favors more oversight and control of tax
expenditure items, Asserts that large businesses receive the bulk of
tax expenditure benefits.

Hon. John B. Breaux, Member of Congress (Louisiana)

Shipping . .
Urges adoption of H.R. 2456, which provides 5-year amortization
for U.S. flag vessels, starting with year of expenditure and applicable

to existing vessels, Recapture would apply if it becomes foreign flag
vessel.
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Hon. James L. Oberstar, Member of Congress (Minnesota)
Individual—adoption deduction
Requests consideration of H.R. 5096, allowing a deduction for costs
of adoption of children through State-approved agencies. In answer
to a question, agrees that consideration should be given to a greater
deduction for older, harder-to-place children.
Hon. Virginia Smith, Member of Congress (Nebraska)
Individual tax reduction
Endorses the Administration’s proposal for a 3-year, 10-percent per
year tax reduction. In addition, recommends elimination of the “mar-
riage tax” penalty and indexation of individual tax rates and exemp-
tions.

Business tax reductions
Supports the Administration’s proposed accelerated cost recovery
system.
Energy—uwindfall profit taw
Urges consideration of repeal of the windfall profit tax as it applies
to small royalty owners.
Estate and gift taxes
Recommends revision of the estate and gift taxes to encourage
family farming and ranching (as in H.R. 917).
Hon. Leon E. Panetta, Member of Congress (California)
1 Tonmidl W7 taa, 7 A £ o
Believes that the Administration’s proposal would negate the effect
of spending cuts and fuel inflation through higher deficits and in-
creased consumption. Proposes that the tax cut should be a part of the
reconciliation package and should not exceed spending cuts.
Savings incentives—housing
. Requests consideration of H.R. 1490, which would allow establish-
ing of a special savings account for first home purchases. A graduated
credit for contributions to the account would be allowed, along with
tax-free accumulation of interest on the account.
Estate tax
Proposes (in H.R. 1819) an exemption of $750,000 as an alternative
to special use valuation (with a partial exemption for farm property
valued up to $2,505,000).
Other
Recommends requiring income tax withholding for most agrieul-
tural employees, which would provide a first-year revenue gain of over
$300 million and additional increases of $15-20 million per year. Fur-
ther, urges consideration of drastic simplification of the tax laws.
Hon. Jerry Solomon, Member of Congress (New York)
I Al 7 taw 7 A iy
Maintains that without the Administration’s proposed tax reduction
there will be a $93 billion tax increase. Objects to a one-year only tax
reduction.
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Hon. Donald Joseph Albosta, Member of Congress (Michigan)
Business tax reduction—capital cost recovery

Expresses concern that the Administration’s proposal, with its gen-
erous writeoff for new buildings, would result in further deterioration
of the Northeast and Midwest regions.

Recommends H.R. 3, which would provide a $40,000 first-year write-
off for capital costs, a 2-4-7-10 recovery rule with open end accounting
(20 years for real property, except 15 for low-income housing and
owner-occupied commercial buildings), and one-year writeotf for
Federally-mandated equipment expenditures. Also, favors liberalizing
the rehabilitation credit.

Energy

Proposes (in HLR. 3) tax incentives for investment in energy con-
servation and renewable energy. H.R. 3 would allow qualified energy
property to be depreciated faster than the general rule (the class with
the next shorter recovery period than otherwise). H.R. 3 also would
make the investment cred<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>