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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 (I¥L.R. 6860), the Ad-
ministration’s proposals on capital formation, estate and gift taxes,
social sécurity taxes and the taxable bond option, as well as other-topics
covered in the statements. S s

This summary was prepared with the assistance of the Congressional
Research Service: Harry G. Gourevitch (Sengor Specialist in Taxation
and Fiscal Policy), along with Martha Elizabeth Smith, Robert F.
DeMeter, and Howard Zaritsky (American Law Division). =~ =~

PART I-INCOME TAX PROVISIONS = .
A. Tax Shelters and LAL .

1. Ge;;gral

Leonard Woodcock; President, UAW.. . .. oo .

Advocates further reform to prevent tax shelters, including.applica-
tion of the LAL restrictions on a venture-by-venture basis rather than
on a consolidated basis.

Citizens Committes on Tax Reform, Stephen J. Rapp, Chairman
Urges the committee to limit artificial accounting lesses 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 depletion, (2) capi-
talization of all expenditures for assets lasting more than 1 year, and
(3) matching of business-related income and expenses through
accrual basis accounting. S

Robert A. Treese, CPA

Opposes the LAL provisions of H.R. 10612. Believes they would
stifle iInvestment in oil exploration and certain other economic activities
rather-than providing needed incentives for increased investments-in
such activities, ‘ ‘ o
Frederick E. Dauterman, Jr., Columbus, Okio RN

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)




Larl Hall, Lewiston, Idaho

Objects to the LAL provisions as needlessly complex. Believes that
1f 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 Mamagers Association, International
Opposes application of L.AL to real estate. '

Greater Philadelphia Ohamber of Commerce, Jokn B. Huffaker,
Chairman, Federal Tax Committee

With 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 Construction Company, James Pizzagalli, Vice President
and Counsel
Opposes provisions of H.R. 10612 which would apply LAL to real
cstate and deny an immediate deduction for prepaid 1nterest, as these
changes-would raise the cost of capital, discourage investors, and lessen
the demand for new construction.

Frederick E. Dauterman, Jr., Columbus, 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 Corporation, Richard 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. Farining

Honorable Hiram L. Fong and Honorable Daniel K. Inouye, U.S.
Senators, Howvais ( : , .
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
previously ‘used a static inventory accrual method te change to the
annual accrual method of accounting with a 10-year spread of the
adjustments. Note that this proposed amendment would help the sugar
cane and pineapple industries. B EE

Pineapple Growers Association of Hawaii and Hawaiidn Sugar
Planters’ Association

Support an amendment described in the statement of Senators Fong
and Inouye, which would allow corporations in the sugar cane and



3

pineapple industries to continue to use an acerual method of accounting
without capitalization of preproductive period expenses. -

Americon Horse Council, Ine.

Objects to LLAL: generally (and in particular tht definition of a
farming syndicate), as well as to mandatory accrual accounting for
certain farm corporations. Favors an “at risk” limitation such as that
contained in the House 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). T
Society of American Florists and Ornamental Horticulturists, Perry

A. Russ, Director of National Ajfairs S T
- Opposes the LAL farming provisions of H.R. 10612, as they discrim-
inate against new investors in farming ventures, discriminate against
the corporate form of business organization for farming, and are
enormonsly complex and arbitrary. . LR e
If the LAL approach of H.R. 10612 is to be applied to farming,
recommends that: R R
(1) The amount of unrelated income which can be offset by
“accelerated -deductions” be increased ‘from $20,000 to $50,000;
(2) The carryback of deductions which have been deferred by
the LAL provisions be permitted under certain circumstances;
(3) The LAL farm rules not:apply to -any person for whom
‘gross income from farming is a substantial portion’ (perhaps 50
- ‘percent or more) of his gross income;and . .. oo
(4) The required use of the accrual method of aceounting be
eliminated. : SR R
American Farm Bureaw Federation, John C. 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 without penalizing taxpayers who are actual farmers.

Believes that all farmers, including farm corporations, should con-
tinue to have the option of filing income tax returns on either a cash or
accrual basis. ; « -
National Christmas Tree Association, Ine. s :

Opposes the provisions of H.R. 10612 which include Christmas tree
growers within the definition of “farm operations” for purposes of the
limitations on artificial losses (LAL). SR
William F. McFarlane, Olovis, California

Urges that the accrual method of accounting not be required of a
farming corporation if it is eligible for subchapter S status but for
the fact that it hasa trust as a shareholder. ‘ . .

Recommends in the case of a family corporation where two families
are involved, deletion 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 families jolning in
farming operations through a family corporation, as it would be in the
case of a partnership, without regard to any ten-year requirement.



4. Oil and Gas

Interstate Natural Gas Association of America, Walter K. Rogers,
President

Urges that the hm]tatlons on these deductlons in H.R. 10612

be eliminated because of the need for a high rate of return in a high-
risk operation,

California Independent Producers and Royalty Association, James H.
‘Woods, Executive 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-
1ngnnew reserves,” regardless of distance from ex1st1ng production
wells

Magnatex Corporation, Charles H. Pmdde , President ..

* Opposes 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 of oil and

gas. -

Greater thlaa’elpma Obambw of Commer ce, Jo/’m B. Huﬁ(zker,
Chairman, Federal Tax Committee

With- regard to the limitation on depreciation of movies, asks that
the Committee Report make it clear that the transition rule appearing
on page 111 of the Ways and Means Committee Report applies regard-
less of when the interest was acquired.

5. Movles

Larry Gordon
Expresses opposition to the LAL and tax shelter changes proposed
in HL.R. 10612 regarding the taxation of the motion plcture industry.

6. Equzpment Leasing
Greater Philadelphia Chamber of Commerce, John B. Hujfaker,

Chairman, Federal Tax Commitiee
Opposes LAL provisions with regard to eqmpment leasmg

7. Sporits Franchises

Charles Waldauer, Professor.of Economics, Widener College

Believes that the value of player contracts should be treated not as
a depreciable asset, but as part of the franchise rlorhts similar to the
treatment of goodwill.

8. Lumtatzons on Interest Expenses

Amwwom Land De@elopment 489062(1&072, Gam/ A Tem"y, E vecutive
Viice President

Opposes the provisions to impose an arbztrary celhng on the deduct-
ibility of nonbusiness.
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Greater Philadelplia Chamber of Commerce, John B. Huffaker,
Chairman, Federal Tax 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 Philadelphio Chamber of Commerce, John B. Huffaker,
C hairman, Federal Tax Committee

Recommends deletion of the partnership provisions of the House
bill.

10. Other

Geothermal Resources International, Inc., Ronald P. Baldwin,
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 with projects financed under Government-
guaranteed geothermal loans. '

B. Minimum Tax
Honorable Mark O. Hatfield, U. 8. Senator, Oregon

Urges consideration of S, 802, as a general tax simplification-reform
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 Y ork

Proposes that all special tax preferences be eliminated and replaced
with a simple progressive tax rate (at lower rates than at present).
Feels that such a system would be acceptable, would simplify the tax
svstem, 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 higher.of the
regular tax calculation or the tax under the minimum taxable income.

Leonard Woodcock, President, UATW

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 ouse bill provisions.to be
a start in the right direction: - L :

70-431—76——2



I zmncad Emecutwes Institute ;
Requests repeal of the minimum tax as it ‘1ffects corporatlons

Southern Methodist University, James H. Zumberge, President

Opposes subjecting the appreciation in long-term tanglble personal
property to the 10 percent or other minimum ta\

United States Catholic Conference, Eugene Krasicky, General Counsel
Supports minimum tax provision in H.R. 10612.

Association of Art Museum Directors, Evan H. Turner, President

Endorses the Treasury Department’s Minimum Taxable Income
(MTT) concept and the total exclusion from MTT of charitable deduc-
tions, as the retention of these deductions is important to the continued
existence of museums.

American Hospital Association

Urges that whether the MTI concept is adopted or the existing
minimum tax is modified, the full deduction for charitable contmbu—
tions be preserved.

California Independent Producers and Royalty Association, James H.
Woods, Executive 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.

American Iron Ore Association

Recommends repeal of the minimum tax for corporatlons or; at the
least, requests removal of percentage depletion from the list of prei-
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.

Citizens Committee on Tax Reform, Step]ze% J. Papp, Chairman

Urges the committee to toughen the minimum tax by eliminating the
deduction for taxes paid, decreasmg the exemption from $3O 000 to
$5,0€0, and by raising the rate to 14 percent.

Greater Philadelphia Chamber of Commerce, John B. H uﬁakm Chair-
man, Federal Tax Committee
Ob]ects 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 Director

Believes that fundamental reform is preferable to the complexity
of1 the mn_umum tax, but that H.R. 10612 offers a good second best
solution.

J oseph H. Urown, Attorney, New York City

“-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
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State and local bonds, itemized deductions in excess of 50 percent of
AGI, and intangible drilling costs. Also, feels that the $30,000 exemp-
tion should be reduced or eliminated, that the deduction for regular
tax paid should be eliminated, and that a progressive rat»esshou%fd be
adopted instead of the present 10-percent flat rate tax. :

Earl Hall, Lewiston, Idaho

Contends that enactment of the minimum tax provisions of HR. .

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 Olay Producers (Industrial Clay and Kaolin Divisions of Y ara
Engineering Corp., Englehard Minerals and -Chemicals Co., Free-
port Kaolin Division of Freeport Minerals Co., J. M. Huber
Corp. and Thiele Kaolin Oo.) “

Recommend repeal of the minimum tax as it applies to corporations.

If repeal is not desirable or practicable, suggest : ,

(1) deleting percentage depletion from list of tax preferences;

(2) requiring payment of greater of regular tax or minimum tax;

(8) allowing carryforward of minimum tax payments for 7 years,
as is allowed for ordinary tax payments in present law minimum fax
to be used as offset against tax liability in later years; and. . :

_ (4) offsetting tax liability before credits against tax preference

income. ’ S ' :

Council of Jewish Federations and Welfare Funds

Maintains that charitable contributions, including gifts of appre-
ciated property, should not be subject to the minimum tax. :

C. Individual Income Tax Reductions and Tax Rates

L Individual Tax Reductions o
Honorable Mark O. Hatfield, U.S. Senator, Oregon ,

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 National Retired Teacher’'s Association and the American Asso-
- ciation of Retired Persons ; L
- 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. Beliéves that, in computing the total credit available, the
taxpayer should be allowed a credit equal to $35 times the total number
of exemptions which he is entitled to: claim under Code section-151,
mcluding exemptions for age and blindness. Coiren
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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
child.

Leonard W oodcodc President, UAW

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 and low-income allowance. States
that all of the tax relief from this proposal would accrue to households
under $20,000 income.

Chicago Association of Commerce and Industry
Supports theé continuation through December 31, 1976 of the tax

reductions due to expire June 30, 1976; but opposes at this timie, any
further reductions or' extensions.

United Statés Catholic Conference, E’ugene Krasicky, - General
Counsel ;

Suppmts section 40’ of HL.R. 10612 providing that amounts received
as refunds attributable to the earned income credit are not to be con-
sidered part of an individual’s resources for purposes of any income
eligibility tests under any federal or federally-assisted beneﬁt or as-
sistance program.

Citizens Committee on Taw Reform, Stephen J. Rapp, Chairman

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 perqonal exemption, personal .eredit,
standard deduction, and low income allowance to reflect inflation.

2. Tax Rates-
Leondard Woodéock, President, UAW
Recommends repeal of the maximum tax rate on earned income.
National Associated Businessmen, Inc., Homer E. Marsh, President
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. Dauterman, Jr., O olumbus, Ohio :
- Favors amaximum 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 deductlons )

D. Revisions of Individual Income Tax Provisions

1. Retlrement Income Credit
Honorable Hivam: L. F ong, U.S. Senator, Hawaii

Proposes changes in retirement income oredlt 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 retlrement benefit
allowed for that year.

Non-Commissioned Officers Association of the U.S.A. 0 A M cK inmey,
Director of Legislative Affairs
Recommends: (1) increasing the retirement income credit to %2, 500
for individuals and $3,750 for j 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 mlhtary retirees to credit 6.5 per-
cent of military retired pay agamst adjusted gross income.

United States Catholic Conference, Eugene Krasicky, General Counsel

Supports section 503 of HL.R. 10612 revising and, simplifying the
retirement income 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 Whlch 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 Wlth the
cost-of-living index. :

The National Retired Teacher's Assocmtzon cmd the Amemoan
Association of Retired Persons
Contends:that the retirement income credlt should. be restructured,
updated, simplified and cost-indexed. For purposes of computlng the
credit, suggests that all adjusted gross income (not Just retirement
1neome) 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 should also continue to
be available to individuals under age 65 who receive pubhc retirement
pension income subject to the same limitations of the 65 and over
group in computing the credit amount. Also, urges that the earned
income test for the present retirement income credit be eliminated.

The Retired Officer’s Association, Colonel George F. Hennrikus, Jr.

Suggests the retirement income credlt base should be 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 Association

Opposes section 505 of HL.R. 10612, which would restrict the s1ck pay
exclusion to individuals retired on lono‘-term disability and phase out
the exclusion for all individuals with ad]usted gross incomes in excess
of specified limits.

Believes simplification of the existing sick pay e‘iclusmn can be
accomplished by removing the special limitations applicable during
the first 30 days of illness or disability.

Non-Commissioned Officers Association of the U.S.A., C. A McKin-
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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Dzsabled Amemcan Veiemns Charles L. Huber ZVatzonaZ Director of
Legislation .
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 Association for Uniformed Services

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 of 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’ Admmls-
tration disability compensation.

Health I nsurance Association of America
Suggests snnphfymg 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 exc]uslon from
the $100 weekly maximum adopted in 1954 to $150 or $200 per week.

Thomas J. Reese, Legislative Director, Taxation With Representation
Objects to the continuation of the sick pay exclusion.

The National Retired Teacher's Assocmtwn and the Amemcan

' Association of Retired Persons

Maintains that the sick pay exclusion should continue to be avail-
able to an eligible individual until “normal” or mandatory retirement
age is reached.

Charles Waldauer, Professor of Economics, Widener College

Beheves that there is no logical reason for excluding sick pay from
taxable income if the pay is tully provided by the employer

The Retired Officer’s Assocmtzon, Colonel George F. Hennrikus, Jr.

Urges elimination of the provisions which repeals the sick pay ex-
clusion 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-Commissioned Oﬁoeré Association of the US.A., C. A. McKin-
ney, Director of Legislative Affairs
Recommends that military personnel be permanently exempt from

the requirement to report moving expenses and reimbursements on
annual tax returns.

Financial Executives Institute

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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mends reducing the 50-mile rule to 20 miles and providing for the ex-
clusion of reimbursed costs of moving household goods: Wlthout any
mileage test. ’

Lhomas J. Beese, Legzslatiq;e Direotor, Taxation. With Representation
Opposes the increase in the maximum deduction.

Greater Philadelphia Chamber of OOmmeme Jo]m B‘ Huﬁaker,
Chairman, Federal Tax Committee
Considers the new deductible limits on moving expenses to be un-
realistically low. Urges consideration of setting these hmltatmns at a
more realistic amount. ~

4. Itemized Deductions

American 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 tothe 3-percent floor on medical deductions. Believes that simpli-
fication of the tax return can be accomplished by eliminating the 50-
percent limitation (up to $150) on deductlon of healtﬂh insurance
premiums. : :

Healih [nsumnce 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 ehmmatmg the
present limitation on the amount deductible for premiums.

The National Retired Teacher’s Association and the Amemean Asso-
ctation 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 ehmmated in
the case of the elderly.

~John A. Bailey, Attorney, Houston, T'exas ‘
Argues that a “radical simplification” of the tax code (includinv
eh‘nmamon of itemized deductions), as proposed by Treasury Secre-
tary Simon, should be adopted.

American Accounting Association, James E. Wheeler, Ohawman,
Commiittee on Federal Income T axation
Recommends restructuring personal deductions to permlt all dedue-
tions that are related to earning income, including expenses of employ-
ces, as deductions from gross income and all peraonal censumption ex-
penditures as deductions from adjusted gross income through itemized
deductions or the percentage standard deductlon

Council for Financial Aid to Education : :

Maintains that the deduction for charitable contrlbutlons isnot a tax
loophole. Urges that no restrictions be placed on such tax deductions
because of the need of private philanthropic organizations. -



12

Fr edemckF Dauterman, Jr., Columbus, Ohio

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

American Association of University Professors, Joseph Duffey, Gen-
eral Secretary
Opposes the enactment of section 601 of H.R. 10612 relating to the
deduction for expenses attributable to business use of homes. States
that the present deduction permits faculty members of universities
- to establish a more accurate computation of their taxable income and
- that the expenses of a home office are directly attributable to the cus-
tomary duties of faculty members.

Martin A. Gage, Professor of Accountmg, Wzdener College
Recommends elimination of the requirement of H.R. 10612 that
deductions for home office expenses be limited to the gross income de-
rived from the use of a home office reduced by those deductlonb which
are allowed regardless of whether or not they are business expenses
. (e.g..interest and taxes). : :

i oy Slade Director, Corcoran Gallery of Art. ,
Supports the ba:ﬂc purpose of the House bill hmltatlons on dedue-
tions for home business expenses. However, expresses concern that it
may discriminate against arvtists whese income 1s not regular and who
use part of their home for business-related purposes. Suggests dele-
- tion of the syord “exclusively” in the provision. . \
S. Richard Fine, Chicago, Illinois
Objects to section 601 of H.R. 10612 relating to busmess 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 which permits an owner whose unit is available for rental
but is not rented to share in the rents received by other owners whose
units are in 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 Lond Development Association, Gary A. Terry, Executive
Vice President
_Opposes the restrictions of section 601 of H.R. 10612 on deduc-
tibility of legitimate expenses incurred with respect to vacation homes.
Marriott Corporation
Requests that thie House provision concerning personal use of vaca-
tion homes be amended to (1) change the 5 pelcent 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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Martin A. Gage, Professor of Accounting, Widener College

Generally agrees with the changes in the rules for deductions 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 deduetions for vacation homes are
placed).

Greater Philadelphia Chamber of Commerce, John B. Huffaker,
Chairmaon, Federal Tax Commitiee :
Maintains that deductions that are associated with the production of
income should not be disallowed as under section 601 of the bill (deal-
ing with 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 Qutside the United States

The British-American Chamber of Commerce, New Y ork

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.

E'mbassy of Ireland

Maintains that the proposed change is disecriminatory and especially
serious for Ireland, as tourism is Treland’s second largest industry and
second largest earner of foreign exchange.

James E. Bates, President, JEB, Inc.
Urges rejection of the proposed limits in House bill on deduction
for attending foreign conventions.

International Association of Holiday Inns, James L. Schwartz,
President ‘
Opposes the provision in the House bill which would limit the de-

ductibility of expenses incurred in attending conventions in foreign
countries.

The United States-Mewxico Chamber of Commerce

Objects to the provisions of H.R. 10612 to curtail the deduction of
expenses incurred in attending conventions held outside the United
States.

American Chamber of Commerce 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 Association, John P. Bracken, Chairman, House of
Delegates

Disapproves the provisions of section 602 of XL.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, Lewiston, 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

Honorable Charles H. Percy, U.S. Senator, Illinois

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.

C. Lowell Harriss, Professor of Economics, Columbia University

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

E'rie County Legislature, Buffalo, New 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 Chamber of Commerce, Beatrice, Nebraska

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

2. Investment Credit

Honorable James B. Pearson, U.8. Senator, K ansas

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 Charles H. Percy, U.S. Senator, Illinois

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 Business, James D. McKevitt,
Washington Counsel

Endorses extension of investment tax credit at 10 percent.
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Financial Ewxecutives Institute
Recommends a permanent 12-percent investment credit.

American Council for Capital Formation

Proposes revision of investment tax credit by (a) raising the eredit
to 12 percent, (b) removing the 50-percent limitation, and (¢) provid-
ing for a refund of unused investment credits at the expiration of the
carryforward period.

Electronic Industries Association ‘
Favors a permanent 10-percent or 12-percent investment tax credit.

Trans Union Corporation, J. W. Van Gorkom, President

Recommends the adoption of the 1974 Treasury proposal to refund
any unused investment credit, although prefers only a one-year wait-
ing period rather than the three years the Treasury recommended.
States that the growing leasing business particularly is unable to use
the full credit even though leasing rates are based on the assumption
it can be fully used. '

Machinery Dealers National Association

Requests the removal of the $100,000 limit on used property eligible
for the investment credit; or, if this is not done, suggests a 5-year
carryforward for used property. Asks that the investment credit be
made permanent.

Western Union Telegraph Company, Richard L. Callahan -

Urges the enactment of legislation eliminating the dual rate invest-
ment credit system (i.e., establishing the same Investment tax credit
for all industries).

Pizzagalli Construction Company, James Pizzagalli, Vice President
and Counsel o
Supports increasing the investment credit to 12 percent.

J. A. Jones Construction Company, Tom MecDine ‘

Favors increasing the investment credit to a permanent 12-percent
level.

Recommends that the investment tax credit be made applicable to
new construction equipment purchased by U.S. construction compan-
ies in the United States for use outside the United States.

Chicago Association of Commerce and Industry

Supports increasing the investment credit to 12 percent for all busi-
nesses with no basis reduction, allowance of the credit as an offset
against the entire amount of tax liability rather than only 50 percent
of tax liability as under current law, and a refund of an unused credit
which is about to expire.

The Association of Media Producers

Urges that H.R. 10612 be amended so as to include educational films,
filmstrips, and videoapes as items eligible for the investment tax
credit.
American [ron Ore Association

Supports increasing the credit to 12 percent with no basis reduction.
Recomends that the investment tax credit be made applicable to



16

property acquired in the United States for use in foreign iron ore
operations owned by United States taxpayers.

National Associated Businessmen, Inc., Homer E. March, President

Suggests that the investment credit be permanently increased to 12
percent, with an additional 8 percent allowed for contributions to em-
ployee stock ownership plans.

Leonard Woodcock, President, UAW

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 Chamber of Commerce, John B. Huffacker,
Chairman, Federal Tax 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 Charles 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 depreciation
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 Iron 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 Ezvecutives Institute

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 a