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INTRODUCTION 

This pamJ?hlet summarizes the testimony of witnesses, other than 
AdministratIOn representatives at the public hearing held by the Fi­
nance Committee on the provisions of H.R. 13511 (The Revenue Act of 
1978). The public testified on August 21""""25,1978, while the Adminis­
tration (Department of the Treasury) testified on August 17 and 24 
and the Chairman of the Federal Reserve testified on September 6. 

Part I of the summary covers the provisions relating primarily 
to individual tax reductions and revisions. Part II covers tax shelter 
provisions. Part III covers provisions relating to business tax reduce 
tions and revisions. Part IV covers provisions relating to capital gains. 
Part V of the summary covers testimony on subject matters which are 
not included to some extent in the House bill or not included in Parts 
I-IV. 
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I. INDIVIDUAL INCOME TAX PROVISIONS 

A. Individual Income Tax Reduction 

National Association of Manufacturers, Roland M. Bixler, Ohairman, 
o om;mittee on T awation (Aug. 21) 

Considers the individual tax reductions in the House bill as gen­
erally constructive steps toward reducing the tax burden on middle­
income taxpayers. Endorses the proposed bracket widening as the type 
of adjustment needed to help offset the impact of inflation. Supports 
the increased zero bracket amount. 

Favors increasing the personal exemption rather than substituting 
a personal tax credit as proposed by the Administration. 
The Taw Oouncil, Wallace J. Olarfield, Ohairman, Taw Policy Oom­

mittee (Aug. 21) 
Supports the House bill tax reduction as needed for the middle­

income group. Hopes that this will be the first step to reducing the tax 
rates in the middle to higher brackets as proposed by the Tax Council 
(a reduction in the top rate to 50 percent for taxable income of $100,-
000 or more). 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi­

dent and Ohief Economist (Aug. 21) 
Favors tax reduction for individuals totaling $17 to $20 billion in 

1979, instead of the $10.4 billion provided by the House bill. (Recom­
mends a total tax reduction of $25 to $30 billion for 1979, accompanied 
by firm limitations on growth of spending.) 

Endorses across-the-boa.rd tax relief by broadening the tax brackets 
and by replacing the general credit and $750 personal exemption with 
a $1,000 personal exemption. 
Alan Creenspan, President, Townsend-Creenspan ill 00., Inc. (Aug. 

21) 
Indicates that a restraint on Federal expenditures can be accom­

plished by restraining the growth in tax revenues, such as a gradual 
reduction of tax rates as in the Roth-Kemp proposal. Notes that under 
existing law, revenue growth would be la.rge due to the progressive 
nature of the income tax structure. Maintains that unless this type of 
revenue growth is controlled expenditure programs will readily absorb 
such revenues. 
American Iron and Steel Institute, Lewis W. Foy, Ohairman 

(Aug. 21) 
Supports tax relief for middle-income taxpayers in theHousebill. 

(2) 
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.Manufaoturing Ohemists Association, Ed10ard Donley, Ohairman of 
the Board (Aug. 21) 

Supports reduction in individual income tax rates. 
Amerioan Paper Institute and National Forest Produots Association, 

EdwardJ.Spiegel,Jr. (Au,g.21) 
Supports the proposed widening of individual tax brackets and the 

rate cuts. 
American Federation of Labor and Oongress of Industrial Organiza­

tions (AF L-O 10) , Andrew J. Biemiller, Direotor, Department of 
Legislation (Aug. 22) 

Opposes House bill. Recommends that the $35 per exemption genera] 
tax credit be increased to $150 per exemption. 
National Taxpayers Union, James Dale Davidson, Ohairman 

(Aug. 22) 
Believes substantial tax reductions for individuals are necessary. 

Supports Roth/Kemp plan to reduce personal income tax rates byap­
proximately 33 percent over the next three years in order to offset the 
effects of inflation. Also supports indexing the individual income tax 
schedules for inflation. 
National Restaurant Association, R obert Neville, Oounsel (Aug. 22) 

Supports the reduction of individual tax rates as contained in H.R. 
13511. 
National Fede1'a:ticon of Independent Businessmen James D. MoKevitt, 

Oounsel (Aug. 23) 
Generally supports reduction of individual tax rates and concentra­

tion of these reductions in the income brackets between $20,000 and 
$50,000 . 
.M aohinery and Allied Produots Institute, Oharles I. Derr, Senior Vioe 

President (Aug. 23) 
Supports the House bill provisions with respect to income-bracket 

widening for individuals, increasing the personal exemption, and re­
pealing the general tax credit. Suggests additional tax cuts for middle­
income taxpayers to be made available further up into the middle-in­
come brackets than has been proposed. 
National Maohine Tool Builders' Association, Leon B. Musser 

(Aug. 23) 
Supports the House-passed individual tax rate reductions. 

National Oil Jobbers Oouncil, Deane Stewart Oil 00. (Aug. 23) 
Urges that the individual tax rate reductions compensate taxpayers 

for Social Security tax increases and that the standard deduction and 
the tax brackets be indexed for inflation. 
National Food Brokers Assooiation, .Mark .M. Singer, President 

(Aug. 23) 
Favors taxing the first $50,000 of corporate income at a 16% rate, 

the next $50,000 at an 18% rate, and corporate income in excess of 
$100,000 at a44% rate. 
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Reginald Jone8, Ohairman, General Electric 00. and Ohairman of the 
Task Force on Tawation of the Busine88 Roundtable (Aug. 24) 

Emphasizes the need for a significant individual and busineffi tax 
cut (total of about $25 billion) beginning in 1979 in order to avoid a 
recession caused by the erosion of spendable income by the tax struc­
ture and'inflation. 
Public Oitizen'8 Taw Reform Re8earch Group, Robert M. Brandon 

and Robert S. McIntyre (Aug. 24) 
Believes that the tax cuts contained in the House bill should be re­

structured to give greater relief to taxpayers making under $50,000, 
and especially to those in the under $15,000 income class. 
Virginia L. Martin, Executive Director, Parent8 Without Partner8 

(Aug. 24) 
Recommends that heads of household he permitted to use the zero 

bracket amount (standard deduction) available to married couples 
filing jointly ($3,400 under the House bill) rather than that for single 
persons as provided by present law ($2,300 under the House bill). 
This is the provision of S.1644. 
National Realty 001l11lnittee, Alton G. Mar8hall, Ohairman (Aug. 25) 

Supports personal income tax reductions and urges the adoption of 
a 65-percent maximum rate in lieu of the present 70-percent maximum 
rate (to be achieved by proportionately reducing the marginal tax 
rates in the range from 50 percent to 70 percent) . 
Building Owner8 and Manager8 A880ciation International, Gardner 

lJfcBride,Executive VicePre8ident (Aug. 25) 
Urges that the amount of tax reduction for individuals be increased 

over that provided in the House bill in order to offset the scheduled 
social security tax increase and the inflation-induced income tax in­
crease in 1979. 

B. Itemized Deductions 

1. Gasoline taxes 
The Taw Oouncil, Wallace J. Olarfield, Ohairman, Taw Policy Oom­

mittee (Aug. 21) 
Opposes repeal of the deduction for gasoline taxes. However, if 

adopted, urges that the Committee Report contain a statement that 
this is not to be considered as a precedent for eliminating the deduc­
tion for other State-local taxes. 

Ohamber of Oommerce of the United State8, Jack 0 arl80n, Vice Pre8ic 
dent and Ohief Economist (Aug. 121) 

Opposes elimination of the deduction for gasoline taxes or any other 
State-local tax. 
Machinery and Allied Product8 Institute, Oharle8 I. Derr, Senior 

Vice President (Aug. 1212) 
Opposes the repeal of the deduction for gasoline taxes. 

American Automobile AS80ciation,. Jerry O. Oonnors, Director of 
Legislative Affair8 (A ug.124) 

Opposes repeal of the Federal income tax deduction for State and 
local taxes imposed on gasoline, diesel, and other motor fuels. 



2. Medical expenses 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Pres i-

den and Ohief Economist (Aug. 21) , 
Favors retention of the present medical expense deduction. 

Machinery and Allied Products Institute, Oharles I. Derr, Senior Vice 
President (Aug. 22) 

Opposes the House bill changes. 

3. Political contributions 
The Tax Oouncil, Wallace J. Olarfield, Ohairman, Tax Policy Oom-

mittee (Aug. 21) . .' 
Favors continuation of the present deduction/credit option. 

Ohamber of Oommerce oj the United States, Jack Oarlson, Vice P1'esi­
dent and Ohief Economist (Aug. 21) 

Supports the availability .of tax deductions and credits for political 
campaign contributions. 
National Association of Realtors, Wallace R. Woodbury, Ohairman, 

Federal Taxation Subcommittee (Ling. 25) 
Opposes repeal of the deduction for political contributions. 

National Association of Home Builders, James H. Shimberg (Aug. 
25) 

Opposes elimination of deduction forpoli~ical contributions. 
4. Sales taxes 

Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi­
dent and Ohief Economist (Aug. 21) 

Opposes the Administration proposal to eliminate the deduction 
for State-local sales taxes as violating the Federal Government's neu­
trality towards the various methods of raising State-local revenues. 

5: Personal property taxes 
Ohamber of Oommerce of the United States, Jack Oar·lson, Vice Presi­

dent and Ohief Economist (Aug. 21) 
Opposes the Administration proposal to eliminate the deduction for 

personal property taxes. 

C. Unemployment Compensation 

National Association oj Manrufacturers (Aug. 21) 
Opposes taxing unemployment compensation and disability bene­

fits~ Points outthat the National Commission on Unemployment Com­
pensation is studying the unemployment compensation system, and 
recommends that Congress take no action regarding taxing such bene­
fits untilthe Commission's study is completed. 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi­

dent and Ohief Ecorwmist (Aug. 21) 
Opposes subjecting unemployment compensation and disability 

bene,fits to taxation. Recommends that Congress defer action on this 
until the National Commission on Unemployment Compensation has 
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finished its study. Raises questions as how this income would be re­
ported to tax authorities and how taxation would influence a person's 
practical considerations on whether to accept employment. 

The Tam Oouncil, Wallace J. Olarfield, Ohairman, Tax Policy Oom­
lnittee (Aug. 121) 

Believes that the present exclusion for unemployment compensa­
tion should be eliminated entirely. 

Machinery and; Allied Productslnstitute, Oharlesl. Derr, Senior Vice 
President (Aug. 1212) 

Opposes taxation of certain unemployment compensation benefits. 

D. Deferred Compensation 

1. State-local government plans 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi­

dent and Ohief Economist (Aug. 121) 
Endorses the House bill provisions. 

Jim Scott, Equitable S(JfI)ings and Loan Association, Portland, Oregon 
(Aug. 125) 

Proposes amending, the House bill to give State-local employees the 
choice of whether or not to participate in a deferred compensation 
plan in the month preceding the month in which the deferral would 
start (instead of in the year preceding the year in which the deferral 
would start, as in House bill) . 

L. G. Skip Smith, Oounsel, State of Texas Deferred Oompensation 
Plan (Aug. 125) 

Supports the House bill. However, believes that the $7,500 limita­
tion on deferral should be eliminated and that plans should be re­
quired to offer participation on a nondiscriminatory basis. 
James F. Marshall, Executive Director, Assembly of Governmental 

Employees (Aug. 125) 
Believes that the limitations on deferral adopted in the House bill 

are fair and equitable to the public employee. vVould support a re­
quirement that the programs be made available to all employees of the 
public entity involved. 

Ad Hoc Oommittee on Public Employee Deferred Oompensation Plans 
(Aug. 125) 

Supports the provision of the House bill. 

2. Private plans 
Ohamber of Oomme.rce of the United States, Jack Oarlson, Vice Presi­

dent and Ohief Econmnist (Aug. 121) 
Supports the House provision regarding unfunded nonqualified 

deferred compensation plans maintained by taxable entities. Requests 
clarifi?ati~m of the tax status of such plans maintained by non-profit 
orgalllzatlOns. 

urges rejection of proposals to subject contributions to deferred 
compensation plans maintained by taxable entities to section 415 
limits. . . 
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American Textile Manufacturer8 In8titute, Lewi8 W. Jenkin8 (Aug. 
131) 

Supports House-passed bill. 
Machinery and Allied Product8 Institute, Oharle8 I; Derr, Senior 

Vice Pre8ident (Aug. 1313) 
Supports the House provisions. 

3. Cafeteria plans 
Ohamber bf Oommerce of the United State8, Jack Oarl80n, Vice Pre8i­

dent and 0 hie f E conomi8t (Aug. 131) 
Indicates that extension of the nondiscrimination principle to cafe­

teria plans could have far-reaching disruptive effects since control 
over the distribution of the benefits is left with the employees. 
American Textile Manufacturer8 In8titute, Lewis W. Jenkins 

(Aug. 131) 
Supports the House bill. 

Public Oitizen'8 Tax Reform Re8earch Group, Robert M. Brandon 
and Robert S. McIntyre (Aug. 134) 

Supports anti-discrimination rules for "cafeteria plans" contained 
in House bill, and believes that those rules should be extended to all 
health and life insurance plans. 
TRW, Inc., Michael Monroney, Vice Pre8ident and Director of G{)1J­

ernment Relations (Aug. f36) 
Supports the House bill with respect to cafeteria plans. 

Oonverse Murdock, Attorney, Wilmington, Delaware (Aug. 135) 
Opposes the cafeteria plan provisions of the House bill because of 

the possibility that the provisions may be applied in situations where 
employers and employees are unaware that their plans are subject to 
the provisions. Also, believes that applying nondiscrimination rules 
to wel:fare benefit plans will discourage employers (especially small 
business) from adopting or expanding such plans. 

4. Cash or deferred profit-sharing plans 
American Temtile Manufacturer8 Institute, Lewis W. Jenkins 

(Aug. 131) 
Endorses provisions of House bill. 

Machinery and Allied Product8 In8titute, Oharle8 I. Derr, Senior Vice 
Pre8ident (Aug. 1313) 

Supports the House provisions. 
Herman Biegel, Oounsel for the Profit-Sharing Oouncil of America 

(Aug. 135) 
Urges adoption of cash or deferred profit-sharing plan provisions of 

House bill to eliminate uncertainty for existing plans and permit em­
ployers to adopt new plans. 
Oarroll J. Savage, Oounsel for Eastman Kodak Oompany and Xerox 

o orporation (Aug. 135) 
Urges adoption of cash or deferred profit-sharing plan provisions of 

House bill unless the Treasury develops an acceptable alternative pro­
posal before the Committee acts on H.R. 13511. 



Edwin S. Oohen, Oounsel for Irving Trust Oompany (Aug. 25) 
Urges adoption of cash or deferred profit-sharing plan provisions of 

House bill. 
S. Other comments 

The Taw Oouncil, Wallace J. Olarfield, Ohairman, Taw Policy Oom­
mittee (Aug. 21) 

Endorses the deferred compensation provisions of H.R. 13511 as 
timely and constructive. 

E. Other Individual Income Tax Reduction Comments 

1. Social Security tax credit 
American Federation of Labor and Oongress of Industrial Organiza­

tions (AFL-OIO) , Andrew J. Biemiller, Director, Department 
of Legislation (Aug. 22) 

Recommends a 5-percent tax credit against income taxes for Social 
Security tax payments. 
National Food Brokers Association, Mark M. Singer, President 

(Aug. 23) 
Proposes that employees be allowed an income tax credit equal to 5 

percent of social security taxes paid. 

2. Deduction for charitable contributions 
Oonrad Teitell, Attorney, New York Oity, on behalf of various taw­

exempt organizations (Aug. 25) 
Supports giving taxpayers deductions for their charitable gifts 

whether or not they itemize their personal deductions (as in S. 3111-
Moynihan, Packwood bill) . 
United Way of America, Jack Moskowitz, Vice President for Govern­

ment Relations (Aug. 25) 
Urges allowing taxpayers deductions for charitable contributions 

whether or not they· itemize their personal deductions. 
Ooundl of Jewish Federations, Inc., Norman A. Sugarman, Oounsel 

(Aug. 25) 
Recommends permitting taxpayers to deduct charitable contribu­

tions whether or not they itemize their personal deductions. 



II. TAX SHELTER PROVISIONS 

A. At Risk Rules 
American Hotel and Motel Association, Joseph W. McOarthy and 

Albert L. McDermott (Aug. 22) 
Supports the House bill with respect to t~e clarification in the la~ 

as to whether or not the owning and operatmg of a hotel or motel IS 

the holding of real property under the "at risk" rules. 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice 

President and Ohief Economist (Aug. 21) 
Maintains that a limitation on deductions based on the amount the 

taxpayer is "at risk" complicates the tax law and places taxpayers 
who must resort to nonrecourse financing at a competitive disadvan­
tage. Believes that the at risk provision should be removed from the 
tax law. 

Klineman Associates, Kent M. Klineman (Aug. 24) 
Supports either (1) exemption from the at risk rules for small 

business concerns regularly engaged in equipment leasing or (2) the 
adoption of a Limitation on Artificial Loss approach to equipment 
leasing activities which would apply to shelters but would not affect 
taxpayers who are regularly engaged in equipment leasing. 
Ooalition for Low and Moderate Income Housing, William J. Lange-

lier, President (Aug. 25) 
Supports House provision extending "at risk';rule. 

B. Partnership Provisions 

National Association of Realt01w, Wallace R. Woodbury, Ohairman, 
Federall'axation Subcommittee (A'Mg.25) 

Opposes linking the extension of the statute of limitations appli­
cable to partnership items with SEC registration or reporting. 
Ooalition for Low and Moderate Income Housing, Wllliam J. Lange-

lier, President (Aug. 25) . 
Supports House provisions. 

C. Other Tax Shelter Comments 

National Association of Realtors, Wallace R. Woodbury, Ohairman, 
Federall'axationSubcommittee (Aug. 25) 

Urges repeal of limitation on deduction for investment interest. 
Also, recommends repeal of "bad debt reserve" deduction of thrift 
institutions as item of tax preference. 

(9) 



III. BUSINESS TAX REDUCTIONS AND REVISIONS 

A. Corporate Rate Reduction 

National Association of Manufacturers, Roland 111. Bixler, Chairman, 
CO'fl1ltnittee on Taxation (Aug. 21) 

Considers across-the-board corporate rate reduction as the sim­
plest, most equitable and most stable form of tax cut for business. 
Recommends a 3-percentage point reduction with a $100,000 surtax 
exemption. Believes that such a tax cut would result in increased tax 
revenue under "feedback" assumptions rather than a revenue loss as 
under the static estimate. 

Contends that the graduated rate approach in the House bill would 
impose an "ability-to-pay" concept on corporations. Claims that 
graduation of the rates would compound the adverse impact of infla­
tion on the tax structure, and would increase the clamor for corporate 
rate adjustments. 
The Tax Council, Wallace J. Clarfield, Chairman, Tax Policy Com­

mittee (Aug. 21) 
'Velcomes the House bill's tax cuts for business. Suggests, how­

ever, that the top corporate tax rate be reduced to below 40 percent. 
Chamber of Commerce of the United States, Jack Carlson, Vice 

President and Chief Economist (Atlg.21) 
Recommends that an across-the-board corporate tax rate reduction 

be adopted, with a top rate of 44 percent. In place of the House bill 
graduated rates, proposes that the surtax exemption be increased to 
$200,000, with a 15-percent rate normal tax on the first $50,000 and 
22 percent on the next $150,000. 

American Iron and Steel Institute, Lewis W. Foy, Chairman (Aug. 
21). 

Endorses the corporate rate reduction and believes a larger reduc­
~ion would be of great help in generating funds internally for capital 
Investment. 

ManUfacturing Chemists Association, Edward Donley, Chairman of 
Board (Aug. 21) 

Supports reduction in corporate income tax rates. 

American Paper Institute and National Forest Products Association, 
EdwinJ.Spiegel,Jr. (Aug. 21) . 

Recommends a phased reduction in the top corporate tax rate to 
42 percent by 1982. Also, proposes a $200,000 surtax exemption. 
American Textile Manufacturers Institute, Lewis W. Jenkins (Aug. 

21) 
Supports the corporate tax reduction in H.N. 13511. 

(10) 
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Edison Electric Institute, William McOollam, Jr., President 
(Aug. 21) 

Supports House bill provision to reduce rate to 46 percent for tax­
able income in excess of $100,000. 

American Gas Association, George H. Lawrence,President (Aug. 21) 
Supports corporate rate reductions, but recommends prohibition of 

flow-through of rate reduction benefits to utility customers. 
Association of American Railroads, Oarl V. Lyon, Sr., Vice President, 

August 21 
Supports the corporate tax reduction in H.R. 13511. 

National Taxpayers Union, James Dale Davidson, Ohairman (Aug. 
22) 

Recommends reduction of maximum corporate tax rate to 45 per­
cent. 

National Restaurant Association, Robert Neville, Oounsel (Aug. 22) 
Supports the restructuring of the corporate income tax schedule by 

graduating the rates to two new tax brackets in reducing present law 
marginal rates. 

Machinery and Allied Products Institute, Oharles I. Derr, Senior 
Vice President (Aug. 23) 

Supports the corporate tax reductions in the House bill. 
National Machine Tool Builders' Association, Leon B. Musser (Aug. 

23) 
Proposes increasing the corporate surtax exemption to at least 

$100,000, in lieu of the graduated corporate tax contained ·in the 
House-passed bill. 

Ad Hoc Oommittee for an Effective Investment Tax Oredit, Donald 
P. Kelly, Ohairman (Aug. 23) 

Supports the House bill reduction in corporate tax rates. 
Hon. John A. Ohafee, U.S. Senator, Rhode Islarnd (Aug. 23) 

Recommends increasing the corporate surtax exemption from the 
current level of $50,000 to $150,000, and providing a flat tax rate of 20 
percent on the first $150,000 of corporate income. 

National F ederat-lon 0 f Independent Businessmen, James D. M cK evitt, 
.. Oounsel (Aug. 23) 
Recommends a $150,000 graduated corporate surtax exemption with 

rates starting at 15 percent on the first $25,000, and rising to 45 per­
cent on all income over $150,000 (asproposed by Senator Nelson). 

Small Business Legislative Oouncil, Don DeBolt, Ohairman (Aug. 133) 
Recommends further corporate tax reductions. Proposes a corporate 

tax rate schedule as follows : 
Taxable income Rate (percent) 

$0 to $25,000_________________________________________________ 12 
$25,001 to $50,000_____________________________________________ 20 
$50,001 to $75,000____________________________________________ 30 
$7~001 to $100,000___________________________________________ 30 
$100,001 to $150,000__________________________________________ 40 
Over $150,000________________________________________________ 45 
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National Assooiation of Wholesaler-Distributors, William O. McOam­
ant, Executive Vice President (Aug. f!3) 

Proposes an increase in the corporate surtax exemption to $150,000, 
with all income in excess of that amount being subject to the surtax 
(i.e., a two-tiered corporate tax system) . 
• lfartin Feldstein, Professor, Harvard University (Aug. f!3) 

Maintains that the sluggish performance of the economy over the 
past decade is due in significant measure to the low rate of capital 
formation. This in turn reflects the sharp increase in the effective tax 
rate on corporate profits. 

Suggests that a cut in the corporate tax rate to 40 percent, voted now 
but becoming effective only in 1981, would stimulate capital formation 
now without any concurrent increase in the deficit. 
Society of American Florists and Ornamental Horticulturists, Jack 

Ohrist1'llmJ (Aug. f!3) 
Supports reductions in corporate rates according to the following 

schedule: 
Taxable income Rate (percent) 

$0 to $25,000___________________________________________________ 15 
$25,000 to $50,000_______________________________________________ 20 
$50,000 to $100,000_____________________________________________ 30 
$100,000 to $150,000____________________________________________ 40 
Above $150,000_________________________________________________ 44 

Reginald Jones, Ohairman, General Electric 00. and Ohairman of the 
Task Force on Taxation of the Busi1wss Roundtable (Aug. f!4) 

Recommends a cut in the top corporate rate to 45 percent in 1979 
and an additional point per year until it reaches 42 percent. 

Also recommends a simpler corporate surtax system with a 17-per­
cent rate on the first $75,000 and 45 percent on the excess to avoid the 
precedent of a graduated corporate tax as in the House bill. 
Murray Weidenbaum, Director for the Study of American Business, 

Washington Dniversityin St. L011is (Aug.f!4) 
Recommends immediate passage of a significant corporate rate 

reduction phased in over several years. Believes this would reduce the 
role of government in the economy and in business decisions. Main­
tains that such reduction would restrain inflation, increase wages, and 
encourage investment as part of the tax reduction is shifted. 
National Assooiation of Home Builders, James H. Shimberg (Aug. 

f!5) 
Supports House provision on corporate tax rates. 

National Realty Oommittee, Alton G. Marshall, Ohairman (Aug. f!5) 
Supports corporate income tax rate reductions. 

Building Owners and Managers Assooiation International; Gardner 
McBride, Executive Vice President (Aug. f!5) 

Recommends increasing the corporate tax reduction over that pro­
vided in the House bill. 
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B. Investment Tax Credit Provisions 

1. Extension of credit, increase in percentage limitation, etc. 

National Association of Manufacturers, Roland M. Biwler, OhairrruJ.,n, 
Oommittee on Tawation (Aug. 21) 

Supports making the 10-percent rate permanent as having a favor­
able impact on investment planning by removing the uncertainty of the 
rate. Endorses the provision to allow a 90-percent offset instead of the 
current 50 percent. 

The Taw Oouncil, Wallace J. CZarfield, OhairrruJ.,n, Taw Policy Oom­
mittee (Aug. 21) 

Wi,th respect to the increase in the percentage limit to 90 percent, sug­
gests combining the first two steps in the first year (i.e., increa. se from 
50 percent to 70 percent the first year), to be followed by 10-percentage 
point increases in the next two years. 
Ohamber of Oommerce of the United State8, Jack Oarlson, Vice 

President and Ohief Eoonomist (Aug. 21) 
Favors making the investment tax credit permanent, but at a 12-

percent rate. Urges that the credit be computed without limitations 
based on tax liability, or that the time period phasing in the in­
crease to 90 percent be shortened. Also, proposes that the limitation 
for qualified used property be increased to $200,000. Further, recom­
mends that the credit be available in the year the expenditure is made 
for all qualified property. 
American bon and Steel In8titute, Lewis W. Foy, OhairrruJ.,n (Aug. 21) 

Supports making the 10-percent credit permanent. Recommends 
that the present 50-percent limit of tax liability be increased imme­
diately to 100 percent of tax liability including the minimum tax. 
M anufacturinq Ohemists Association, Edward Donley, OhairrruJ.,n 

(Aug. 21) 
Supports permanent 10-percent credit and the increase to the 90-

percent limitation on offset aJrainst tax liability, 
American Paper Institute and National Forest Product8A8sociation, 

Edwin J. Spiegel, Jr. (Aug,21) 
Supports 90-percent limitation but suggests that it be effective 

immediately. Recommends a permanent 12-percent credit. 
American Tewtile Manufacturer8 Institute, Lewis W. Jenkins· (Aug. 

21) 
Supports permanent 10-percent credit; however, favors an increase 

to 12 percent. Supports increase of limitation to 90 percent of tax 
liability. ~ 

American Gas Association, George H. Lawrence, President (Aug. 21) 
Supports making the 10-percent credit permanent and increasing 

the income tax liability limitation to 90 percent. 

33-101 0 ... 78 - 3 
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Edison Electric Institute, William M cOollam, Jr., President (Aug. ~1) 
Favors making the investment credit permanent and increasing the 

percentage-of-tax-liability limitation to 90 percent. 
Recommends removing limitations imposed by House bill on pre-

1972 credits of electric utilities by reinserting present law language 
"described in section 50" in paragraphs (1) and (2) of section 46(f). 

Requests disregard of Revenue Act of 1978 in determining amount of 
credit to be flowed through immediately to electing taxpayer. 
National Restaurant Association, Robert Neville, Oounsel (Aug. 22) 

Supports the House bill to make permanent the 10-percent invest­
ment tax credit and to extend its application to 90 percent .of tax 
liability. 

Machinery and Allied Products Institute, Oharlies I. Derr, Senior 
Vice President (Aug. 23) 

Supports the House changes to the general investment credit rules. 
Also, proposes that the tax liahility limitation be eliminated altogther. 
Oommittee for a Uniform Investment Tam Oredit, Daniel K. O'Oon­

nell,Olw:irman (Aug. 23) 
Proposes the phased-in elimination of the existing rules which 

limit the investment credit on assets with userul lives of at least 3 
years but less than 7 years. Under this proposal, the "applicable per­
centage" for investment in assets with useful lives of 3 or 4 years 
would be increased from 33% percent to 50 percent in 1979,75 percent 
in 1980, and 100 percent dter 1980. The "applicable percentage" for 
investment in assets with useful lives of 5 or 6 years would be 
increased from 66% percent to 75 percent in 1979 and 1980, and 100 
percent after 1980. 

Ad Hoc Oommittee for an Effective Investment Tam Oredit, Donald 
P. Kelly; Ohairman (Aug. 23) . 

Supports the House-passed provisions to make the lO-percent rate 
permanent and increase the tax liabiilty limitation to 90 percent. How­
ever, proposes a permanent rate of 12 percent and that the increased 
tax liability limitation apply immediately rather than be phased in. 
Also, proposes expanding from $25,000 to $150,000 the amount of tax 
which can be fully offset by the credit, and increasing the used prop­
erty limitation from $100,000 to $200,000. 
National Machine Tool Builders Association, Leon B. Musser 

(Aug. 23) 
Believes a 12-percent investment credit is necessary to offset the im­

pact of inflation. Prefers a 12-percent credit over a 2-percent reduc­
tion in corporate tax rates. Also urges increasing the tax liability limit­
ation to 100 percent. 

National Association of Wholesaler-Distributors, William O. 
McOamant, Emecutive Vice President (Aug. 23) 

Recommends deletion of the $100,000 limitation on the amount of the 
expenditure for used equipment eligible for the investment credit. 
Supports making the 10-percent rate permanent. 

Opposes Treasury suggestion that the investment tax credit be al­
lowed to offset only 90 percent of the first $25,000 of tax liability. 
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Small Business Legislative Oouncu, Don DeBolt, Ohairman (Aug. ~3) 
Proposes a graduated investment tax credit to give larger benefits 

to smaller businesses. 

AS$ooiation of American Railroads, Oarl V. Lyon, Sr., Vice President 
(Aug. ~3) 

Supports a permanent 10-percent credit. Recommends that railroads 
be allowed to retain their present 90-percent limitation through the 
phase-in period. . 
Reginald Jones, Ohairman, General Eleotric 00. and Ohairman of the 

Task Foroe on Tamation of the Business Roundtable (Aug. ~4) 
Urges that the investment credit be made permanent to remove the 

cyclical uncertainty. Suggests that the 90-percent limit be made ef­
fective immediately. 
Public Oitizen's Tam Reform Researoh Group, Robert M. Brandon and 

RobertS. MoIntyre (Aug. 24) 
Opposes allowing the investment tax credit to totally offset the firSt 

$25,000 of tax liability . 
. National Realty Oommittee, Alton G. Marshall, Ohairman (Aug. ~5) 

Supports making the 10-percent credit permanent, as well as in­
creasing to 90 percent the present 50-percent limitation on the amount 
of tax liability in excess of $25,000 that can be offset by the credit. 

2. Credit for rehabilitation expenditures and structures 

National Assooiation of Manufaoturers, Roland M. Biwler, Ohairman, 
o ommittee on T awation (Aug. ~1) 

Indicates that a 10-percent credit for rehabilitation expenses would 
seem to be a small encouragement except in marginal cases. Feels that 
the question of targeting investment tax incentives raises serious 
questions about discriminatory application of tax law, and that it 
should be studied further. 
Ohamber of Oommeroe of the United States, Jaok Oarlson, Vioe Pres­

ident and Ohief Eoonomist (Aug. 21) 
Proposes extending the investment credit to new structures as well 

as to rehabilitation expenditures for existing structures. Recommends 
that the term "structures" be broadly defined, and that it include 
manufacturing, utility, retail and commercial structures. 
Amerioan Iron and Steel Institute, Lewis W; Foy, Ohairman 

(Aug. 21) 
Believes that the investment credit should be eXtended to all indus­

trial structures, and not be limited to rehabilitation expenditures. 
Manufacturing Ohemists Association, Edward Donley, OlJftirman 

(Aug. 21) " 
Recommends extending the credit to new industrial structures as 

well as for rehabilitation costs of existing structures. " 
American Paper Institute and National Forest Produots AssooiatiOfl" 

Edwin Spiegel, Jr. (Aug. 21) 
Supports extension of the credit to all industrial buildings. 
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A'11U3rican Tewtile Manufacturers Institute, Lewis W. Jenkins (Aug. 
721) 

Recommends extension of investment credit to all new industrial 
structures. 

A'11U3rican Gas Association" George H. Lawrence, President (Aug. 721) 
Supports extending credit to industrial structures. 

National Restaurant Association, Robert Neville, Oounsel (Au.g. 7216) 
Supports the decision to extend the investment tax credit to reha­

bilitation of commercial and industrial structures but urges that it also 
apply to the construction of new commercial and industrial structures. 

Food Service and Lodging Institute, Thomas W. Power, General 
Oounsel (Aug. 1616) 

Supports broadening the proposed changes in H.R. 13511 with re­
spoot to investment credit by extending the credit to all structures 
including retail units. 
A'11U3rWan Hotel and Motel Association, Joseph W. McOarthy and 

Albert L. McDermott (Aug. 1616) 
Urges extending the investment tax credit to hotel and motel re­

habilitaJtion and to hotel and motel oonstruction . 
.11 achinery and Allied Products Institute, Oharles I. Derr, Senior Vice 

President (Aug. 163) 
Proposes that the credit be extended to new industrial structures 

as well as to rehabilitation expenditures. 
Ad Hoc Oommittee for an Effective Invest'11U3nt Taw Oredit, Donald P. 

Kelly,Ohairman (A·ug.723) 
Supports the House-passed provision extending the credit to ex­

pendiures for buildings. Also, proposes extending the credit to new 
industrial, office and other business buildings. ' 

Small Business Legislative Oouncil, Don DeBolt, Ohairman (Aug. 723) 
Supports the provisions in the House bill exttending the investment 

credit to expenditures for rehaibilitation of industrial ·and commercial 
structures. . 

National Retail Merchants Association, Donald V. Siebert, Ohairman 
(Aug. 723) 

Urges that the investment tax credit be ext~mded to both new and 
rehabilitated retail structures. 
Society of A'11U3rican Florists and Ornamental Horticulturists, Jack 

Ohristmas (Aug. 723) 
Supports extension of the investment tax credit to the rehabilita;tion 

of industrial and commercial buildings. 

Reginald Jones, Ohairman, General Electric 00. and Ohairman of the 
Business Roundtable Task Force on Tawation (Aug. 724) 

Recommends thaJt the investment credit be made available also for 
new structures. 
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National Realty Oommittee, Alton G. M(Mhall, Ohai1'J1Ul,n (Aug. 25) 
Supports extending the -availwbility 'Of the investment credit to 

rehabilitation expenses for exiSiting buildings. 
National A880ciation of Realtors, Wallaoe R. Woodbury, Ohai1'J1Ul,n, 

Federal Taxation Suboommittee (Aug. 25) 
Supports H'Ouse bill extending investment tax credit f'Or re:habilita­

ti'On expenditures. 

Building Owner8 and Manager8 A880ciation International, Gardner 
MoBride, Executive Vioe Pre8ident (Aug. 25) 

Believes that the investment credit shQuld be extended beyond the 
rehahilirtati'On 'Of existing c'Ommeroial -and industrial structures to new 
cQnstruClti'On as well. In additi'On, suggests c'Onsiderati'On 'Of increasing 
the rate 'Of the credit :fQr the rehabilitruti'On 'Of 'Older buildings. 
International Oounoil of Shopping Oenter8, Myle8 H. Tanenbaum, 

(Aug. 25) 
Supports H'Ouse provisi'On but proposes extending investment tax 

credit tQ all structures. 

3. Credit for pollution control facilities 

National A880oiation of Manufaoturer8, Roland M. Bixler, Ohai1'J1Ul,n, 
Oommittee on Taxation (Aug. 21) 

SupPQrts making investments in PQllutiQn cQntrQl equipment eli­
gible fQr the full lO-percent credit, even if the 5-year amQrtizatiQn 
is elected. 

The Tax Oouncil; Wallaoe J. Olarfield, Ohai1'J1Ul,n, Tax Policy 
Oommittee (Aug. 21) , 

FavQrs the full investment tax credit 'fQr PQllutiQn cQntrQl facilities. 
AlsQ, feels that the public interest WQuid be benefited if, in additiQn 
tQ the full investment credit, P'OllutiQn cQntrQl expenditures CQuid 
be written 'Off as rapidly as desired. 
Ohamber of Oommeroe of the United State8, Jaok Oarl80n, Viae 

Pre8ident and Ohief Eoonomi8t (Aug. 21) 
SupP'Orts full investment credit f'Or PQllutiQn cQntrQl equipment, 

but withQut the industrial develQpment bQnd restrictiQns in the 
HQuse bill 'Or as prQPQsed by the AdministratiQn. 

M anufaoturing Ohemi8t8 A880oiation, Edward Donley, Ohairman 
(Aug 21) 

RecQmmends full investment credit fQr PQllutiQn cQntrQl equip­
ment, regardless 'Of amQrtization 'Or depreciation methods used. 
Amerioan Paper Institute and National Fore8t Product8 A880ciation, 

Edwin J. S piegel, Jr. (Aug. 21) 
Favors full investment credit for pollution control equipment, in­

cluding industrial development and financed equipment. 
Edison Electrio Institute, William MoOollam, Jr., President (Aug. 21) 

Supports making full credit available for pollution cQntrol facili­
ties subject to rapid amortization. 
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Ad Hoc Oommittee for an Effective Investment Taw Oredit, Donald 
P. Kelley, Ohairrrtall/, (Aug. 23) 

Supports the House-passed provision to allow the full credit along 
with 5-year amortization of pollution control facilities, but opposes 
the industrial development bond limitation under the bill. Also, pro­
poses a special 20-percent tax credit for such facilities and relaxation 
of the limitations for allowing 5-year amortization under present 
law. 
National Oil Jobbers Oouneil, Deane Stewart, Stewart Oil 00. 

(Aug. 23) 
Supports the House bill provision allowing a full investment tax 

credit for pollution control equipment. 
Public Oitizen's Taw Reform Research Group, Robert M. Brandon 

andRobertS. McIntyre (Aug.24) 
Recommends repeal of the five-year amortization provision for pol­

lution control facilities and urges the denial of tax-exempt status to 
future pollution control bonds. 

4. Investment credit for ESOPs 
Food Service and Lodging Institute, Thomas W. Power, General 

Oounsel (Aug. 22) 
Recommends increasing to two percent the added investment credit 

if a corporate taxpayer participates in an employee stock ownership 
plan. 

Ad Hoc Oommittee for an Effective Investment Taw Oredit, Donald 
P. Kelly, Ohairman (Aug. 23) 

Proposes a permanent two-percent additional credit where con­
tributions are made to employee stock ownership plans (ESOPs). 

5. Other investment credit proposals 
American Tewtile Manufacturers Institute, Louis W. Jenkins 

(Aug. 21) 
Recommends a 25-percent tax credit for business energy property 

and for capital expenditures in nonproductive facilities to meet Fed­
erally-mandated environmental (EPA) and safety (OSHA) 
standards. 

American Paper Institute and National Forest Prodructs Association, 
Edwin J. Spiegel, Jr. (Aug. 21) 

Recommends a 20-percent investment tax credit for capital invest­
ments in recycling facilities, and,an increase to $200,000 in the limita­
tion for used equipment qualifying for the investment tax credit. _ 
Association of American Railroads, Oarl V. Lyon, Sr., Vice President 

(Aug. 23) 
Recommends for the railroad industry: (1) 20-percent credit for 

railroad rolling stock and track structure; (2) refundable credit for 
railroad rehabilitation; and (3) full availability of credit in railroad 
leasing operations and similar situations for needy railroads. 
Society of American Florists and Ornamental Horticulturists, Jack 

Ohristmas (Aug. 23) 
Proposes that the investment tax credit apply to greenhouses. 
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Delmarva Poultry Industry, Inc. (and other poultry and egg orga­
nizations), Edward H. Ralph, Ewecutive Secretary (Aug. ~3) 

Recommends provisions which would ensure that the investment tax 
credit applies to single purpose farm structures that enclose and are 
an integrated unit with automated equipment for the production of 
poultry or eggs. 

C. Jobs Tax Credit 

Ohamber of Oommerce of the United States, Jack Oarlson, Vice 
President and Ohief Economist (Aug. ~1) 

Supports the proposed targeted jobs tax credit as a means of re­
focusing Federal employment policy on the structurally unemployed 
and away from public jobs toward private sector jobs. 
Food Service and Lodging Instit1tte, Thomas W. Power, General 

Oounsel (Aug. ~92) 
Recommends broadening the proposed jobs tax credit in H.R. 13511 

to include as a targeted group teenagers between 16 and 19. 
National Federation of Independent Businessmen, James D. M cK evitt, 

Washington Oounsel (Aug. 923) 
Proposes a simplified version of the general jobs tax credit either 

coupled with, or as an option to, the targeted jobs tax credit. 
Small Business Legislative Oouncil, Don DeBolt, Ohairman (Aug. 

923) 
Recommends extension, expansion and simplification of the current 

jobs tax credit. 
National Association of Wholesaler-Distributors, William O. Mc­

o amant, E wecutive V ice President (Aug. 923) 
Generally supports targeted jobs credit, but suggests that provisions 

not be modified too frequently. 
Robert Eisner, Professor of Economics, Northwestern University 

(Aug.~3) 

Asserts that the House-adopted Administration substitute for the 
temporary new jobs tax credit is a major step backward, likely to 
do more harm than good. 

National Oil Jobbers Oouncil, Deane Stewart, Stewart Oil 00. 
(Aug. 923) 

Urges the extension of the existing jobs credit rather than the es­
tablishment of a targeted credit. 
Oouncil of Vietnam Veterans, Inc., Robert O. Muller, Ewecutive 

Director (Aug. ~4) 
Supports the targe,ted jobs tax credit and the inclusion of Vietnam 

veterans receiving food stamps as one of the targeted groups, but 
raises the concern that some employers may be written out of the pro­
gram because of inadequate geographic dispersion of the targeted 
groups. Would support, as an alternative to the proposed targeted 
jobs tax credit, a combination of the general tax credit under existing 
Jaw and the targeted credit, but only if a differential is built in to 
favor hiring from the targeted groups. 
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D. Industrial Development Bonds 

Ohamber of Oommerce of the United State8, Jack Oarl80n, Vioe Pre81,­
dent and Ohief Economist (Aug. ~1) 

Proposes that the maximum amount for the small issues exemption 
be increased and that the time period restrictions be removed. Opposes 
proposals to repeal tax exemption for industrial development bonds. 
~Yanufactu1'ing Ohemi8t8 A880ciation, Edward Donley, Ohairman of 

Board (Aug. '21) 
Recommends retention of present law relating to financing pollution 

control equipment with industrial development bonds. 

American Paper Institute and National Forest Product8 A880ciation, 
. Edwin J. Spiegel, Jr. (Aug. ~1) 

Supports provision in House-passed bill. 

Machinery (l(J1,d Allied Product8 In8titute, Oharle8 I. Den, Senior 
Vice Pre8ident (Aug. ~3) 

Supports raising the amount of the small issues exemption. 
Public Oitizen'8 Tam Reform Re8earch Group, Robert M. Brandon 

and Robert S. McIntyre (Aug. ~4) 
Opposes the provision in the House bill which increases the small 

issue exemption for industrial development bonds from $5 million 
to $10 million. Recommends adoption of the Administration pro­
posals to terminate the tax exemption for industrial development 
lbonds relating to pollution control, industrial parks, and private hos­
pitals (absent a certificate of need) and to limit the small issue ex­
emption to economically distressed areas. 

Southwire Oompany, Jame8 Stone, Manager, Plarnning and Venture 
AnalY8i8 (Aug. ~4) . 

Proposes an increase in the regular small issue exemption for indus­
trial development bonds from $1 million to $3 million, and an increase 
in the elective smaIl issue exemption from $5 million to $15 million. 

Favors removing the restrictive capital expenditure limitation. So 
long as that restriction remains in place, however, indicates that in­
flation since 1968 and projections for continued inflation dictate that 
the limits on the size of "small issue" IDBs subject to the capital 
expenditures restriction and those not subject to the restriction must 
be raised by well over 100 percent to restore and preserve, for at least 
a few years, the incentive to expansion of productive capacity and 
increased capital formation provided by "small issue" IDBs at the 
level intended by Congress when the limitations were imposed in 1968. 

Emer80n Electric O()1"fbpany, Richard H. Siemsen, Oorporate Tax Di-
rector Oommittee on T amation (Aug. '24) 

Requests an increase in the regular small issue exemption for in­
dustrial development bonds from $1 million to $3 million, and an 
increase in the elective small issue exemption from $5 million to $15 
million. 

Maintains that the impact of inflation and the capital expenditure 
limitation on elective small IDBs has decreased the usefulness of 
IDBs. Notes that the present $1 million and $5 million limitations 
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were adopted in 1968. Since 1968, inflation has increased the cost of 
machinery and construction by over 200 percent. Indicates that, trip­
ling the small IDB limitations would restore the value of small IDBs 
to their 1968 levels. Contends that such an increase would facilitate 
capital formation and stimulate capital investment. 

Amerioan Industrial Development Oouncil, Thomas E. Bwndy, Treas-
urer (A,ug. 24-) . '. 

Recommends an increase in the regular small issue exemption for 
industrial development bonds from $1 million to $3 million, and an 
increase in the elective small issue exemption from $5 million to $15 
million. 

States that financing industrial plants through IDBs has created 
40,000 jobs annually, but that the effect of inflation has eroded the 
usefulness of IDBs. Would favor elimination of the capital expendi. 
ture limitation, but if not adopted urges an increase in the ceilings for 
small issue ID Bs. 

American Greetings Oorporation, Paul H. Ozan, Assistant Gen­
eral Oounsel and Assistant Secretary, Oommittee on Taxation 
(Aug. 934-) 

Favors an increase in the regular small issue exemption for in­
dustrial development bonds from $1 million to $3 million, and an 
increase in the elective small issue exemption from $5 million to $15 
million. 

E. Small Business Provisions 

1. Subchapter S provisions 
National A88omation of Manttfacturers, Roland M. Bixler, Ohairman, 

Oommittee on Taxation (Aug. 931) 
Supports the House provisions. 

Ohamber o/Oommerce of the United States, Jack Oarlson, Vice Pres­
ident and OMef Economist (Aug. 931) 

Endorses the House provisions to liberalize subchapter S. 
American Pape1' Institute and National Forest Products Association, 

EdwinJ. Spiegel, Jr. (Aug. 931) 
Endorses the subchapter S provisions of the House bill. 

National Federation of Independent Businessmen, James D. M oK evitt, 
Ooun~el (Aug. 23) 

Supports the House bill provisions on subchapter S. 
National Realty Oommittee, Alton G. Marshall, Ohairman (Aug. 935) 

Supports increasing the number of shareholders in a subchapter S 
corporation from 10 to 15, treating a husband and wife as one share­
holder, and liberalizing the procedure for election of subchapter S 
status. 
National Association of Realtors, Wallace R. Woodbury,Ohairman, 

Federal Taxation Subcommittee (Aug. 935) 
Urges repeal of the passive income test for subchapte,r S corpora­

tions. 
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National Assooiation of Home Builders, James H. Shimberg (Aug. 
25) 

Recommends elimination of passive income limitation for sub­
chapter S corporations. 

2. Small business corporation stock 
National Assooiation of Manufacturers,· Roland M. Bixler, Ohairman, 

Oommittee on Taxation (Aug. 21) 
Supports the House provision. 

Ohamber of Oommeroe of the United States, Jaok Oarlson, Vioe Presi­
dent and Ohief Eoonomist (Aug. 21) 

Favors the House bill treatment for "section 1244 stock." , 
National Federation of Independent Businessmen, James D. M oK evitt, 

Oounsel (Aug. 23) 
Supports the provisions of the House bill liberalizing the ruLes relat­

ing to small business corporation stock. 
National Realty Oommittee, Alton G. Marshall, Ohairman (Aug. 25) 

Endorses increasing the amount of stock qualifying as small busi­
ness corporation stock (sec. 1244 stock) from $500,000 to $1 million. 
Also, supports repeal of the equity capital limitation and written plan 
requirements undeI1 present law. In addition, supports increasing the 
amount of losses shareholders may deduct from $25,000 to $50,000 
($50,000 to $100,000 in the case of joint returns). 

3. Depreciation for small business 
National Association of Manufacturers, Roland M. Bixler, Ohairman, 

Oommittee on Taxation (Aug. 21) 
Endorses the House provision. States that general depreciation re­

form remains a top priority for industry in general. 
Ohambe1' of Oommeroe of the United States, Jack Oarlson, Vice Pres­

ident and Ohief Eoonomist (Aug. 21) 
Supports the dollar limit increase for the first year depreciation, but 

believes that it should not be restricted by size of business. 
American Paper Institute and National Forest Products Association, 

Edwin J. Spiegel, Jr. (Aug. 21) 
Favors the proposed increase in first-year depreciation allowance. 

M aohinery and Allied Products Institute, Oharles I. Derr, Senior Vioe 
President (Aug. 28) 

Generally supports the House bill changes for small business but op­
poses the repeal of additional first-year depreciation for larger 
businesses. 
Small Business Legislative Oounoil, Don DeBolt, Ohairman (Aug. 23) 

Supports the provision in the House bill increasing the deduction 
for additional first-year depreciation and limiting the deduction to 
small busine&<l. '''" ouldalso like to have further simplifiOOJtion of the 
depreciation law ·and regulations. 
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National Federation 0/1 ndependent Busine88men, J ame8 D. M cK evitt, 
Ooun8el (Aug. 23) 

Proposes a three-year straight-line depreciation provision for firms 
with $100,000 or less in depreciable ,asset acquisitions per year. 

Hon. John A. Oha/ee, U.S. Senator, Rhode I8land (Aug. 23) 
Recommends the assigning of shortened "useful lives" to three cate­

gories of depreciable property: (1) highway tran.sportation equip­
ment, tools, and dies; (2 ) machinery, rail, water ,and 'air transporta­
tion equipment,and fixtures 'and leasehold improvements; ,and (3) 
certain real estate and re,al estate improvements. The maximum 'amount 
of deprecia,tion for anyone year would be $200,000. 

4. Other comments regarding small business 
National F edemtion of Independent Busine88men, J ame8 D. M cK evitt, 

Oounsel (Aug. 23) 
Proposes allowing retailers and wholesalers with under $1 million 

in annual gross sales to use .the cash method ofacoounting without 
inventories. 

National A880ciation 0/ Realtor8, Wallace R. Woodbury, Ohairwuun, 
Federal Tawation Subcommittee (Aug. 25) 

Supports House bill changes favoring small business. 
National A880cwtion of Home Builder8, Jame8 H. Shimberg (Aug. 25) 

Supports House small business provisions. 

F. Farm Accounting Rules 

Society of American Flori8t8 and Ornamental Horticulturist8, Jaok 
Chri8tmas (Aug. 23) 

Proposes clarification of the required "accrual accounting for farm 
corporation" rules to insure that the exemption for nurseries includes 
agricultural operations producing field and greenhouse grown flowers, 
plants, and nursery stock. 

Supports the provision of the house bill relating to inventorying of 
growing crops. 
Publio Oitizen'8 Taw Reform Re8earoh Group, Robert M. Brandon 

and RobertS. Mo/ntyre (Aug. 24) 
Recommend that the "family farm" exception to accrual accounting 

be eliminated so that all farm corporations (other than subchapter S 
corporations) with sales exceeding $1 million annually be required to 
use the accrual method of accountmg. 

G. Amortization for Low-Income Housing 

National Realty Oommittee, Alton G. Mar8hall, Ohairman (Aug. 25) 
Supports the extension for 3 years of the present special deprecia­

tion rules, providing for 5-year amortization of expenditures for 
rehabilitation of low-income rental housing. 



National Association of Realtors, Wallace R. Woodbwry, Ohairman, 
Fe,deral Taxation Subcommittee (Aug. 25) 

Supports House bill extending 5-year amortization rule for low­
income housing. 

National Association of Home Builders, James H. Shimberg (Aug. 25) 
Supports House provision extending 5-year amortization for low­

income housing. 

Oouncil of State Housing Agencies, Oarl Payne, Director (Aug. 25) 
Supports three-year extension of five-year amortization but proposes 

to make it permanent. Proposes exempting permanently (instead of 
temporarily) low-income housing from requirement to capitalize con­
struction period interest and taxes. Recommends clarifying definition 
of low-income housing and extending section 1039 "roll over" to all 
low-income housing, not just certain federally assisted housing. 
National Housing Rehabilitation Association, A. Oarleton Dukess, 

President (Aug. 25) 
Favors permanent extension of section 167(k) and modification of 

5-year amortization for purposes of the minimum tax to limit pref­
erence to amount which would have been a preference if accelerated 
depreciation rather than 5-year amortization had been used. 
Ooalition for Low and Moderate Income Housing, William J. Lange-

lier, President (Aug. 25) 
Recommends permanent extension of section 167 (k) and elimination 

of low-income housing from section 189. Proposes clarification of defi­
nition of low-income housing and the extension of section 1039 "roll 
over" to all low-income housing, not just certain federally assisted 
housing. Suggests limiting tax preference of section 167 (k) amortiza­
tion to excess of accelerated depreciation over straight-line 
depreciation. 

H. Forl"ign Tax Provisions 

1. Deferral 
National Association of M anufaeturers, Roland M. Bixler, Ohairman, 

Oommittee on Taxation (Aug. 21) . 
Opposes any reduction or elimination of "deferral". 

The Tam Oouncil, Wallace J. Olarfield, Ohairman, Tam Policy Oom­
mittee (Aug. 21) 

Approves the omission from the House bill of the Administration 
proposal for ending deferral. 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi-

dent and Ohief Economist (Aug. 21) . 
Opposes any proposals to phase out deferral of earnings of U.S.­

controlled foreign corporations as being counterproductive. Asserts 
that elimination of deferral would have an adverse affect on the bal­
ance of payments and would weaken our competitive position abroad. 
Manufacturing Ohemists Association, Edward Donley, Olw:irman of 

Board (Aug. 21) 
Recommends retention of deferral for foreign income. 



Amerioan Tewtile Manufaoturers Institute, Lewis W. Jenkins (Aug. 
~1) 

Opposes any change in present la w regarding deferral. 
Emergency OGmmittee fGr Amerioa.n Trade, RGbert L. MoNeill, Ew­

eoutive Vioe Ohairman (Aug. ~1) 
Opposes the elimination of deferral because it would harm the com­

petitiveness of U.S. firms operating abroad since they would be sub­
ject to higher taxes than their foreign competitors. Also, argues that 
elimination of deferral would cause U.S. firms to increase their 
dividends-from their foreign subsidiaries in order to minimize overall 
tax costs and that, because of the foreign tax credits allowed for the 
foreign withholding taxes paid on the increased dividends, the elimina­
tion of deferral would not result in a U.S. revenue gain but in a U.S. 
revenue loss. 
NatiGnal Maohine TGGl Builders Association, LeGn B. Musser 

(Aug.~3) 

Opposes repeal of the deferral rules. 
Reginald JGnes, Ohairman, General Eleotrio 00'. and Ohairman Gf the 

Business Roundtable Task FGrce Gn TawatiGn (Aug. ~4) 
Opposes the elimination of deferral because it would impair the 

competitive position of U.S. overseas affiliates which account for 25 
to 30 percent of our exports. 

2. DISC 
National AssGciatiGn Gf Manufaoturers, RGland M. Biwler, Ohairman, 

OGmmittee Gn TawatiGn (Aug. ~1) . 
Contends that it is not in the export and overall economic interest of 

the U.S. to abandon DISC at a time o£.the present trade deficit. 
The Taw Oouncil, Wallaoe J . .olarfield,·Ohairman,Taw PGlicy OGm­

mittee (Aug. ~1) 
Approves the omission from the House bill of the Administration 

proposal for phasing out DISC. 

Ohamber Gf OGmmeroe Gf the United States, Jaok OarlsGn, Vice Presi­
dent and Ohief Economist (Aug. ~1) 

Supports the concept of DISC as benefiting U.S. exports 'and. 
domestic employment. 

Manufaoturing Ohemists AssGciatiGn, Edward DGnley, Ohairman Gf 
BGard (Aug. ~1) 

Recommends retention of present law DISC provisions. 
Amerioan Tewtile Manufaoturers Institute, Lewi8 W. Jenkins, 

(Aug.~l) 
Urges retention of present law DISC provisions. 

Special OGmmittee fGr U.S. EwpGrt8, David O. Garfield, Ohairman 
(Aug;~l) 

Supports DISC because (1) DISC has stimulated a significant por­
tion of the increase in U.S. exports since its enactment and (2) serious 
rev~rses in U.S. trade in recent years call for a strong national export 
polley'. . 
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Opposes recent Treasury Department suggestions for the modifica­
tion of DISC. Urges (1) elimination of the 50-percent "deemed dis­
tribution" under DISC and (2) raising the small business exemption 
to the incremental rule from the current $100,000 of adjusted taxable 
income to $500,000. 
National Machine Tool Builders Association, Leon B. Musser 

(Aug. fJ3) 
Urges retention of the DISC rules. 

Reginald Jones, Ohairman, General Electric 00. and Ohairman of 
the Task Force of the Business Roundtable (Aug. fJ4) 

Recommends the retention of DISC to offset the government incen­
tives given to foreign companies and to provide working capital for 
export development. 

I. Business Entertainment and Travel Expenses 

1. Business entertainment expenses 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice 

President and Ohief Economist (Aug. f31) 
Opposes proposals to restrict or eliminate tax deductions for busi­

ness meals and entertainment expenses. Maintains that present law 
restrictions are sufficient, and that stricter enforcement of present 
law is the proper way to deal with abuses. 

American Tewtile MarllUfacturers Institute, Lewis W. Jenkins 
(Aug. 121) 

Opposes artificial restrictions on deductions for business entertain­
ment expenditures. 

Hotel & Restaurant Employees & Bartenders International Union, 
Robert E. Juliano, Legislative Representative (Aug. 1212) 

Suggests that if the Administration's proposal with respect to the 
limitation on business meals becomes law, the impact on the Inter­
national Union and the restaurant industry in general would be 
enormously negative, and have a profound effect on employment and 
on the overall economy. Estimates that a repeal of the business meal 
deduction would cause the termination of 100,000 jobs, over 25,000 of 
which are now held by members of the Hotel and Restaurant Em-
ployees and Bartenders Union. . 

National Restaurant Association, Robert Neville, Oounsel (Aug. 1212) 
Expresses concern with the Administration's proposal to limit the 

deductibility of business promotion meals. States that the proposal 
would adversely affect some 260,000 restaurants employing 3 million 
people and sales would decline by $1 billion with a job loss of 50,000 to 
70,000. Indicates that most job losses would occur in the ranks of 
women, teenagers, blacks and other minorities. Believes that proposals 
to limit the deductibility of business meals rest on arbitrary judgments 
unrelated to the general principles which govern tax policy. 
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American Hotel and Motel A880ciation, J08eph W. McOarthy and 
Albert L. McDermott (Aug. 122) 

Urges rejection of the Administration's proposal with respect to 
entertainment meals. Contends that the Administration's proposal 
would result in a loss of restaurant revenues in 1978 of $1.92 billion 
and a direct and indireDt loss of 60,000-93,000 jobs and 20,000-30,000 
jobs, respectively. 
Food8ervice and Lodging Institute, Th011W1J W. Power, General 

Oounsel (Aug. 122) 
Recommends rejection of the Administration's proposal to limit the 

tax deductibility of business meals. 
National Food Broker8 A 88ociation, Mark M. Singer, President 

(Aug. 123) 
Urges that no changes be made in the rules for deducting entertain-

ment expenses, including expenses for business lunches. . 
Public Oitizen'8 Tam Reform Re8earch Group, Robert M. Brandon 

and Robert S. McIntyre (Aug. 124) 
Favor disallowance of deductions for entertainment facilities and 

club dues. 
2. Business travel expenses 

Ohamber of Oommerce of the United State8, Jack Oarlson, Vice Pre8-
ident and Ohief Economi8t (Aug. 121) . 

Urges retaining of present law allowance for deduction of busi­
ness travel expenses. 

American Textile Manufacturer8 In8titute, Lewis W. Jenkins (Aug. 
131) 

Objects to artificial restrictions on deductions for business travel 
expenditures and for expenditures in connection with foreign con­
ventions. 

American Hotel and Motel A880ciation, J08eph W. McOarthy and 
Albert L. McDermott (Aug. 1312) 

Favor repeal of present law Code section 274(h) and believes that 
expenses incurred in attending foreign conventions should be subject 
to ordinary and necessary rules for business deductions. 

Suggest that if present law foreign convention rules are not 
repealed, the following changes should be made: (1) the per diem lim­
itation should be repealed or modified; (2) the definition of foreign 
convention should not include normal business meals; (3) the Carib­
bean should be excluded from any of the convention restrictions; and 
( 4) the reporting requirements should be made more practical and 
reasonable. 

Oppose the Admin~stration's proposal with respect to limiting the 
tax deduction in conooction with travel to lowest coach or economy 
fare. 
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J. Other Business Tax Reduction Proposals 

1. Depreciation rules 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice Presi­

" dent and Ohief Economi.~t (Aug. 21) 
Maintains that the depreciation provisions of present law are inade­

~u8!te and in need of overhaul. Argues that the ADR system should be 
hberalized to provide for a 40-percent variable capital cost recovery 
period applied to the 1962 Treasury guidelines. Believes that the goal 
of depreciation reform should be a complete capital cost recovery sys­
tem that groups assets in a few general classes, to which a capital cost 
recovery percentage is applied to assets as a class. 
ManUfacturing Ohemists Association, Edward Donley, Ohairman 

of Board (Aug. 21) 
Suggests more liberal depreciation for manufacturing equipment, 

industrial structures and structural components. 
American Paper Institute and National Forest Products, Assn., Edwin 

J. Spiegel, h. (Aug. 21) 
Recommends liberalization of depreciation rules, including allow­

ance for construction period depreciation. Also, proposes 5-year de­
preciation (instead of amortization) for pollution control facilities­
without loss of other applicable benefits. 
American Teretile Manufacturers Institute, Lewis W. Jenkins 

(Aug: 21) 
Recommends faster capital cost recovery procedures: either (1) 5-

year depreciation of new productive machinery and equipment or (2) 
40-percent variation in ADR guideline lives. 

Also, proposes 3-year depreciation of facilities required to meet EPA 
or OSHA standards or coal conversion requirements, with full allow-
ance of investment credit. . 

Recommends 20-year-depreciation of owner-occupied industrial 
buildings with double-declining balance; indicates that full deprecia­
tion recapture could be provided. 
American Hotel and jJlotel Assocwtion, Joseph W. McOarthy and 

Albert L. jJlcDerwwtt (Aug. 22) 
Support as quick a capital recovery as possible, so that the true value 

of the recovery is not eroded by inflation. 
Ad Hoc Oommittee for an Effective Investment Tare Oredit, Donald P. 

Kelly,Ohai'i"l1UJ..n (Aug. 23) 
. Proposes increasing the ADR variance from 20 percent to 40 percent 
and supports simplification of the ADR system. Also supports, as a 
desirable long-term goal, depreciation of equipment over 5 years and 
buildings over 10 years. . ~. 

National Machine Tool Builders' Association, Leon B. Musser (Aug. 
23) 

Suggests shortening useful lives for depreciation of capital equip­
ment, and expanding the ADR variance from 20 percent to, 40 percent. 
Also, supports the Administration's original proposal that salvage 

.' value be ignored in computing depreciation. 
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Proposes allowing current expense deductions for the capital costs 
of complying with federally mandated environmental and safety re­
quirements, and supports inclusion of the provisions of S. 3404 in the 
bHI. 

Machinery and Allied Product8 Institute, Oharle8 I. Der'r', Senior Vice 
Pre8ident (Aug. ~3) 

Feels that more tax relief should be provided for expenditures by 
business taxpayers for environmental purposes, including pollution 
abatement and occupational safety and health spending. 
Martin Feld8tein,Profe880r, Harvard University (Aug. ~3) 

Recommends that depreciation rules be based on inflation-adjusted 
costs. 

2. Payroll tax credit 
Ohamber of Oorrurnerce of the United States, Jack Oarlson, Vice 

President and Ohief Economi8t (Aug. ~1) 
Opposes proposals for a payroll tax credit as a means for provid­

ing social security tax relief, since it would use general revenues to 
finance social security without any positive impact on the long-range 
financial integrity of the social security trust funds. 
American Federation of Labor and Oongres8 of Industrial Organiza­

tions, Andrew J. Biemiller, Director, Department of Legislation 
(Aug. ~) 

Opposes House bill tax reduction for business. Believes that the 
only tax reduction businesses should get should be provided in the form 
of 5-percentcredit against Federal income tax for Social Security tax 
payments., 
National Food Brokers AS80ciation, Mark M. Singer, President 

·(Aug.~3) 

Urges that employers and self-employed individuals lbe provided 
an income tax credit equal to 5% of Social Security taxes paid. 

3. Double taxation of corporate income 
Ohamber of Oommerce of the United States, Jack Oarlson, Vice 

President and Ohief Economist (Aug. ~1) 
Contends that the double taxation of corporate income should be 

eliminated in order to remove discriminatory taxation of corporate 
source income. 

American Textile Manufacturer8 Institute, Lewis W. Jenkins (Aug. 
~1) 

Supports reduction in double taxation of corporate earnings and 
recommends adoption of the Ul'lman proposal as a first step. 

4. Other business tax reduction proposals 
American Gas A880ciation, George H. Lawrence, President (Aug. ~1) 

Supports additional tax relief for regulated utilities by-
(1) providing a permanent 12-percent investment credit for sueh 

utilities, but only if utility can retain it for capital expansion; Or' 

(2) allowing certain energy property either (a) a 8-10 year de­
preciable life with a 20-percent investment credit, with normalization 
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required; or (b) 5-year amortization for cost of such property with 
no investment credit but with normalization required; 0'1' 

(3) deferring tax on dividends reinvested in dividend reinvestment 
programs. 

Supports energy tax incentives which-
(1) exclude from gas companies' gross income any customer sur­

charge to be used for the exp'loration for, and development and trans­
portation of, new natural gas sources; and 

(2) allow current deductions for geological and geophysical costs, 
studies and other pre-operating costs (including training costs) for 
establishing new domestic energy facilities. 

Supports allowing utilities to elect to deduct currently taxes, inter­
est, health and accident insurance, pension costs, vacation .pay, and 
overhead expenses irrespective of regulatory agency accounting 
treatment. 



IV. CAPITAL GAINS PROVISIONS 

A. Capital Gains Rates for Individuals 

The Tax Oowrwil, Wallaoe J. Olarfield, Ohairman, Tax Policy Oom­
mittee (Aug. 121) 

Endorses the House bill provisions with respect to taking capital 
gains out o£ the minimum and maximum tax. Indicates that the alter­
native minimum tax on capital gains is consistent with the view that 
capital gains are something apart from income. 

Urges that the repeal o£ the alternative capital gains tax not be 
done independently o£ a reduction in all tax rates on capital gains, 
with a new top rate not higher than 25 percent. Proposes that the 
exclusion for capital gains be increased from 50 to 65 percent. 
Ohamber of Oommerce of the United States, Jack Oarlson, Viae 

President and Ohief Economist, August 121 
Urges adoption o£ capital gains tax reduction o£ at least $2 billion, 

equivalent in size to S. 3065 (Hansen bill). Supports a reduction in 
the rate o£ capital gains tax, expansion o£ the capital gains tax, expan­
sion o£ the capital gains percentage exclusion, reduction o£ tax accord­
ing to the length o£ time the asset is held, and a capital gains "roll­
over" to permit nonrecognition o£ gain from the sale o£ certain small 
business investments. Maintains that capital gains tax relief will also 
benefit middle and lower income families. 

Opposes the House provision for an alternative minimum tax on 
capital gains as complicating the tax Code, as well as the repeal of 
the 25-percent alternative capital gains tax rate. Approves the removal 
o£ capital gains from the minimum and maximum taxes. 
American Iron and Steellnstitute, Lewis W. Foy, Ohairman (Aug. ~1) 

Supports the capital gains tax relief as provided in the House hill. 
Manufacturing Ohemists Association, Edward Donley, Ohairman of 

Board (Aug. 121) 
Approves capital gains tax reductions in House-passed hill. 

American Paper Institute and National Forest Products A8sociation, 
Edwin J. Spiegel, Jr. (Aug. 121) 

Supports provisions in House-passed hill. 
American Textile Manufacturers Institute, Lewis W. Jenkins 

(Aug. 121) 
Recommends adoption o£ the Hansen proposal for 25-percent maxi­

mum tax on all capital gains. Approves House-passsed provision con­
cerning removal o£ capital gains from the minimum tax and relief 
from penalty under the maximum tax. 

(31) 
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Edison Electric Institute, WflliamMcOollam, J1'., P1'e8ident (Au.g.~l) 
Supports reducing taxes on capital gains. 

National Tampayers Union, James Dale Davidson, Ohairman 
(Aug. fJfJ) 

Recommends reduction of capital gains tax rate to a maximum of 
25 percent and elimination of capital gains from the minimum tax. 
Thomas G. Oorcoran, Esquire (Aug. fJfJ) 

Supports a graduated exclusion from gross income for a percentage 
of capital gains. The excluded amount would depend upon the length 
of the taxpayer's holding period for the asset. Contends that such a 
reduction in capital gains taxation is necessary to promote capital 
formation and greater capital activity. 
The Honorable Henry H. Fowler, former Secretary of the Treasury, 

partner in GoldmCTfn, Sachs & 00. (Aug. fJfJ) 
Favors reducing the percentage of long-term capital gain included 

in individual income from 50 to 30 percent of the gain, and decreasing 
the maximum individual income tax rate from 70 to 65 percent. Also 
supports the House's changes in the minimum and maximum taxes, 
and the alternative minimum tax. Contends that only removing the 
$50,000 ceiling on the alternative capital gains tax would be an inade­
quate measure to stimulate the provision of risk capital and saving. 
Argues further that a large capital gains reduction will increase 
revenues. 

A mericans for Democratic A ction, Leon Schull (Aug. 2fJ) 
Maintains that the actual capital gains tax rate paid generally is 

much lower than the maximum rates discussed by some, and is some­
where in the range of 16-19 percent. Contends that the special tax 
treatment for capital gains is a part of the basic unfairness of the tax 
code. Indicates that about 93 percent of the capital gains tax relief 
under the House bill would go to those earning $50,000 or more. 

Favors the approach contained in Senator Nelson's bill (S. 3410), 
which would exclude the first $1,500 of capital gains income from tax­
ation ($3,000 for joint returns). Asserts that this would be fairer and 
simpler, and that it would give more tax relief to those in the $20,000-
50,000 bracket (49 percent to this group). 
National Restaurant Association, Robert Neville, Oounsel (Aug. fJfJ) 

Endorses the House bill changes made with respect to the taxation 
of capital gains and urges approval. 
Machinery and Allied Products Institute, Oharles I. Derr, Senior 

Vice President (Aug. fJ3) 
Supports the reduction in the maximum capital gains tax. Opposes 

repeal of the alternative tax for capital gains and the imposition of 
a~ a:lternative minimum tax. Suggests complete repeal of the existing 
mInImUm tax. 
National Machine Tool Builders Association, Leon B. Musser 

(Aug. fJ3) 
Urges expansion of the capital gains tax cuts contained in H.R. 

13511 and supports the House-passed 10-percent alternative minimum 
tax on capital gains. 
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Hon. John A. Ohalee, U.S. Senator, Rhode Island (Aug. 23) 
Recommends allowing investors to defer capital gains taxes as long 

as they reinvest their holdings in a small business within two years. 
Hon. Lowell P. Weioker, Jr., U.S. Senator, Oonneoticut (Aug. 23) 

Recommends reduction of the maximum capital gains tax rate to 
25 percent. 
N ational Federation of Independent Businessmen, James D. M oK evitt, 

Oounsel (Aug. 23) 
Supports provisions in the House bill reducing capital gains taxes, 

since these provisions would make investment in small business more 
attractive. 
Small Business Legislative Oounoil, Don DeBolt, Ohairman (Aug. 23) 

Recommends nonrecognition on sale of interest in qualified small 
businesses if the proceeds are reinvested in another small business 
within a two-year period. 

Asserts that tax rate on capital gains should be related to holding 
period of the asset (with the rate going down as the holding period 
increases) . 
National Assooiation of Whole8aler-Distributor8, William O. MoOam­

ant, Executive Vioe Pre8ident (Aug. 23) 
Supports the reductions in capital gains taxes in the House bill and 

suggests that further reductions in capital gains taxes be made. 
Martin F eld8tein, Pro les80r olE conomics, Harvard University (Aug. 

23) 
Asserts that the realization of capital gains is so sensitive to tax 

rates that reducing the tax rate on capital gains would actually in­
crease tax revenues from this source. 

Argues that the plan passed by the House to eliminate the alterna­
tive tax method and take capital gains out of preference income would 
actually cause more tax rate increases than tax rate decreases among 
taxpayers with 1978 adjusted gross incomes over $100,000. Believes 
that the decision to eliminate the alternative tax should be reversed. 
Robert Eisner, Profe880r 01 Eoonomics, Northwestern University 

(Aug. 23) 
Maintains that capital gains tax relief is last on the list of desirable 

areas of tax relief. If relief is to be granted, it should extend to those 
who have had no net gain or have losses. Points out that business in­
vestment accounts for a minor share of total growth and that invest­
ment depends on demand for business products, not capital gains taxes. 

Suggests that no one can predict the effect of capital gains tax relief 
on the stock market. States that sales may lead to a drop in price 
especially if funds are invested in areas of high gains such as real 
estate. 

Feels that i£ a comprehensive revision of capital gains taxes is not 
considered that the whole area should be left alone. Believes that the 
proposed changes will do more harm than good. Indicates that if any 
changes are to be malde, Senator Nelson's proposal to exclude the first 
$3,000 of gain would be preferable since it would benefit all those with 
gains, not just the wealthy. . 
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National Oil Jobber8 Oouncil, Deane Stew'art, Stewart Oil 00. (Aug. 
933) 

Supports theHo~se.bjll provisions reducing the effective tax rate • 
on noncorporate capital gains to 35%. 
Repinald J one8, Ohai'f'1'lW)n, Genervd Electric 00. amd Ohairman of the 

Busines8 Roundtable Task Force on Tamation (Aug. 24) 
Endorses the House bill provisions. Suggests that because of the 

prompt feedback effects, the House bill could be safely liberalized as 
long as there is 'assurance that individuals who shelter capital gains 
pay a reasonable tax. 

Public Oitizen'8 Tam Reform Re8earch Group, Robert M. Brandon 
and Robert S. McIntyre (Aug. 934) 

Believe that the capital gains tax reduction in the House bill should 
be deleted. Indicate tha,t if the maximum rate on capital,gains must' 
be reduced,a reduction in the rate could be accomplished by eliminat­
ing the reduction of income eligible for the maximum tax because of 
the treatment of capital gains as a preference item. Recommend that 
if the minimum tax on capital gains is repealed, the Fisher-Corman 
approach (application of capital gains exclusion after other deduc­
tions) should be followed. 

Securitie8 Indu8try A88ociation, Edward I. O'Brien, Pre8ident 
(Aug. 934) 

Of the three capital gains proposals analyzed, states that reducing 
the percentage of long-term capital gain included in gross income 
from 50 to 30 percent, in conjunction with the tax rates contained in 
the House bill and a 15-percent alternative minimum tax, would have 
the most beneficial impact on the economy. The next most beneficial 
proposal would remove capital gains as an item of tax pre,ference sub­
ject to the minimum tax, and thus as an offset of earned income eligible 
for the maximum tax, and would eliminate the $50,000 ceiling on the 
25-percent alternative tax. The least beneficial of three proposals was 
the House bill. Maintains that all three proposals would result in an 
increase in GNP, investment, jobs, 'and tax revenues. 
National Realty Oommittee, Alton G. Mar8hall, Ohairman (Aug. 1M) 

Urges adoption of capital gains provision that would provide that 
30 percent of net long-term capital gains be included in taxable in­
come, with the excluded 70 percent of gains subject to the alternative 
minimum tax on capital gains at a tax rate of 10 percent. 
National A880ciation of Realtor8, Wallace R. Woodbury, Ohairman, 

Federall'amationSubcommittee (Aug. 935) 
Favors proposals to tax only 30 percent of long-term capital gain 

and to limit tax to 25-percent maximum rate. Supports a type of "alter­
native minimum tax" in lieu of present minimum tax. 
National A 880ciation of H O1M Builder-8, J ame8 H. Shimberg (A u,g. 935) 

Recommends reducing capital gains rate to a maximum of 25 perce?t. 
Alternatively, supports reduction of taxable portion of capital gams 
to 30 percent. 
Ooalition for Low and Moderate Income H DU8ing, William J. Lange­

lier, Pre8ident (A'ug.935) 
Favors eliminating ca,pital gains as an item of tax preference. 
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Internatio.nal Oo.wncil o.f Sho.pping Oenter8, Myle8 H. Tanenbawm 
(Aug. 925) 

Proposes reduction in capital gains to not more than 25 percent 
maximum rate. Supports true alternative minimum tax, but only 
where a tax benefit is produced. 

Oo.uncil o.f State Housing Agencie8, Oarl Payne, Directo.r (Aug. 925) 
Favors reducing capital gains tax to a maximum 35 percent (by 

eliminating capital gains as a tax preference) and continuation of 
25-percent "alternative tax" on first $50,000 of capital gains. 
Building Owner8 and Managers Asso.ciation I nternatio.nal, Gardner 

McBride, Executive Vice Pre8ident (Aug. 925) 
Believes that the House bill does not go far enough in reducing 

the tax on capital gains. Supports the provisions in S. 3065 (Hansen 
bill) to provide a maximum 25-percent tax ra.te on all capital gains. 
Opposes repeal of the 25-percent alternative tax rate. Favors a true 
alternative minimum tax for capital gains if a minimum tax is 
retained. 

B. Capital Gains-Inflation Adjustment 

Ohamber o.f Oo.mmeroe o.f the United States, Jack Oarlso.n, Vice Pre8i­
dent and Ohief Eco.no.mist (Aug. 921) 

Endorses the in:fl:rution adjustment provision. 

Investment Oo.mpany Institute, Edwin S. Oo.hen (Aug. 9292) 
Sbates tha~t the House bill should be amended to permit indexing of 

a shareholder's investment in common stock of mutual funds, at least 
where substantially all of the mutual fund's assets are invested in 
common stocks. Where substlantiallyall of a mutual fund's assets are 
invested in bonds or preferred stocks, indexing should not be per­
mitted. Indicates that a rerusonable rule can be fashioned in the case 
of funds with portfolios divided between common stocks and bonds 
or preferred stocks. 

~ Machinery and Allied Pro.ductsInstitute, OharlesI. Den, Senio.r Vice 
President (Aug. 923) 

Endorses the House provision for basis adjUstment. 

Natio.nalMachine To.o.l Builders' A8so.ciatio.n, Leo.n B.Mus8er (Aug. 
923) 

Supports the House-passed provision. 
National AS80.ciatio.n of Who.le8aler-Distributor8, William O. Mc­

Oamant, Executive Vice Pre8ident (Aug. 923) 
Expresses concern that indexing may create distortions and institu­

tionalize infiationand urge,s caution in proceeding on this proposal. 

Martin Feldstein, Professo.r o.f Econo.mics, Harvard University (Aug. 
923) 

States that an analysis of corporate stock capital gains in 1973 shows 
that infillJtion doubled the overall tax rate on such gains. Taxpayers 
with incomes below $100,000 suffered real capital losses on average but 
were tlaxed on real gains. Maintains thllJt the inflation adjustment 
amendment should therefore be retained. 
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National A880ciation of Realtor8, Wallace R. Woodbury, Ohairman, 
Federal TailJation Subcommittee (Aug. fJ5) 

'.' Supports indexing capital gains for infialtion. 
N at,ional A880ciation of H om.e Builders, J ame8 H. Shimberg (Aug. fJ5) 

Supports indexing basis of real estaJte held for more than one year 
for infiation. 

National Realty Oommittee, Alton G. Mar8hall, Ohairman (Aug. fJ5) 
Supports >an infiationadjustment to the basis of certain MSets for 

purposes of computing taxable gain or loss upon sale. 
International OouneU of Shopping Oenter8, Myle8 H. Tanenbaum, 

(Aug. fJ5) 
Supports indexing for capital gains. 

Building Owner8 and Manager8 A880ciation International, Gardner 
McBride, Executive Vice Pre8ident (Aug. fJ5) 

Supports the indexing provision for capital gains. 
Oouncil of State Housing Agencie8, Oarl Payne, Director (Aug. fJ5) 

Supports indexing of capital gains. 
Ooalition for Low and Moderate Income Housing, William J. Lan­

gelier, President (Aug. fJ5) 
Supports indexing for capital gains. 

C. Capital Gains on Personal Residence 

The Tax Oouncil, Wallace J. Olarfield, Ohairman, Tax Policy Oom­
mittee (Aug. 21) 

Supports the one-time exclusion of $100,000. Questions, however, 
the policy of taxing any gain on the sale of a home. , 
Ohamber of Oommerce of the United State8, Jack Oarl80n, Vice P1'e8i-

dent and Ohief Economist (Aug. fJ1) , 
Approves the House provision to exclude $100,000 of gain. 

Hon. Henry H. Fow,ler, former Secretary of the Treasury, partner in 
Goldman, Sachs & 00. (Aug. fJfJ) 

Supports the exclusion contained in the House bill. 
Machinery and Allied Products Institute, Oharles I. Derr, Senior 

. Vice President (Aug. 23) 
Supports the House provision. 

National Association of Realtors, 'Wallace R. Woodbury, Ohairman, 
Feder'al Taxation Subcommittee (Aug. fJ5) 

Favors tax-free rollover of home within 1S months where a job 
relocation is involved. 

National A8sociation of Home BuildeTs, Jam.e8 H. Rhimberg (Aug. 
fJ5) 

Supports House provision allowing one-time exclusion of $100,000 
gain from sale of personal residence. Endorses rollover where homl' 
is sold because of job relocation within 1S-month period. 
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D. Capital Gains Rate for Corporations 

National Association of ~"4fanufactul'ers, Roland M. Biwler, Ohairman, 
Oommittee on l'awation (Aug. 21) 

While supporting a general corporate rate reduction, also supports 
a reduction in the 0apital gains tax rate for corporations. States that 
close attention should be given to the effective dates of capital gains 
changes to avoid skewing the timing of taxpayer decisions; 
American Tewtile Manufacturers Instiflute, Lewis W.Jenkins 

(Aug. 21) . 
Recommends expansion of Hansen proposal to limit capital gains 

tax to 25 percent. 
Hon. Lowell P. Weicker, Jr., U.S. Senator, Oonnecticut (Aug. 23) 

Recommends reduction of maximum capital gains tax rate to 25 
percent. 



v. COMMENTS ON OTHER TOPICS 

A. Reporting of' Employee Tips 

Food Service and Lodging Institute, Thomas W. Power, General 
Oounsel (Aug. ~~) 

Proposes the repeal of that provision of the Tax Reform Act of 
1976 which requires employees to report to IRS tips charged by 
customers on credit cards and then turned over to employees by the 
employer. 

Hotel & Restaurant Emp"0yees & Bartenders International Union, 
Robert E. Juliano, Legislative Representative, (Aug. ~~) 

Supports the passage of S. 1674, which provides that the only records 
which an employer shall be required to keep in connection with 
charged tips shall be charge receipts and copies of statements furnished 
by employees which are required under the Internal Revenue Code. 

B. Dividend Reinvestment Plan 

Oommittee for Oapital Formation throuqh Dividend Reinvestment, 
Herbert Oohen, Morgan, Lewis & B rokius (A ug. ~~) 

Proposes a deferral of current Federal income tax on dividends rein­
vested in original issue stock of any company having a "qualified 
dividend reinvestment plan". Instead, the stock received under such a 
reinvestment plan would be regarded as a stock dividend which is 
not taxable under existing law. 

Edison Electric Institute, William McOollam., Jr., President (Aug. 
~1) 

Supports deferral of tax on corporate dividends reinvested in addi­
tional new stock of the dividend paying corporation until recipient 
disposes of the stock. 

C. Product Liability Insurance 

National M achine Tool Builders Association, Leon B . Musser 
(Aug. 923) 

. Urges a combination of deductions for product liability se1£­
msurance reserves (contained in S. 3049) and the Administration's 
10-year loss carryback proposal. 

Srna,ll Business Legislative Oouncil, Don DeBolt, Ohairman 
(Aug. 923) 

Supports the allowance of deductions for payments to It product 
liability trust. 

(38) 
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D. Carryover Basis for Estate Tax 

Society of American Florists and Ornamental Horticulturists, Jack 
Ohristmas (Aug. 23) 

Recommends repeal of carryover basis rules. ' 
National Association of Home Builders, James H. Shimberg (Aug. 25) 

Urges 3-year postponement of carryover basis provision. 

E. State-Local Arbitrage Bonds 

Municipal Finance Officers Association, Oarl L. White (Aug. 24-) 
Supports a more finely-tuned approach of S. 3370 which would 

limit the power of the Internal Revenue Service to issue regulations 
concerning the issuance of arbitrage bonds only where clear abuses can 
be established. 
O. WillisRitter,Esq. (Aug. 24-) 

Supports modifications to S. 3370 which deals with the power of 
the Internal Revenue Service to issue regulations concerning the 
issuance of arbitrage bonds. Suggests modifications which would (1) 
permit existing proposed regulations to remain in effect until Decem­
ber 31, 1978 (except for treatment of bond discount and administrative 
costs), (2) require any regulations by the Internal Revenue Service on 
tax-exempt financing to have an effective date at least 120 days after 
initial publication of the proposed regulations, and (3) would permit 
judicial review of any adverse administrative determination on the 
Federal arbitrage rules. 
Public Securities Association, Walter R. Ohambers, Ohairman 

(Aug. 24-) 
Recommends withdrawal of proposed regulations of May 8, 1978, by 

the Internal Revenue Service concerning arbitrage bonds. Supports 
legislation to revoke positions of proposed regulations if those regula­
tions are not withdrawn. 
National League of Oities and the United States Oonference of 

Mayors, Honorable David Vann, Mayor, Birmingham, Alabama 
(A'ug. 24-) 

Supports legislation providing for a moratorium of regulations by 
the Internal Revenue Service on arbitrage bonds if the existing pro­
posed regulations on arbitrage bonds are not modified satisfactorily. 
Recommends legislation which would permit the judicial review of 
regulations issued by the Internal Revenue Service. 
Jack Giberson, Ohief Olerk, General Land Office, State of Texas 

(Aug. 24-) 
Indicates that for the State to operate its land loan program for 

Veterans at a low interest rate, the State needs to be able to invest the 
sink fund in government securities and use this money to pay back 
the bond holders. Maintains that this State land loan program would 
be stymied if the IRS regulations are made effective. 
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John M. Urie, Director of Finance, Kansas Oity, Missouri (Aug. ~4) 
Supports S. 3370 which would revoke proposed regulations by the 

Internal Revenue Service on arbitrage bonds and prohibit the issuance 
of any new regulations by the Internal Revenue Service on arbitrage 
bonds until the end of 1979. 

F. Other Proposals 

.. Credit for investment in original issue stock 
Hon. Lowell P. Weicker, Jr., U.S. Senator, Oonnecticut (Aug. ~3) 

... Believes that a stimulus is needed to get individual investors to par­
ticipate in the solution of the capital formation problem confronting 
small- and medium-sized businesses. Proposes a nonrefundable 10 per­
cent tax credit for investments in original issue stock of small- and 
medium-sized corporations (less than $25 million in equity), with a 
maximum credit of $750 for single taxpayers and $1,500 for married 
taxpayers filing- joint returns. 
American Stock Exchange, Arthur "?evitt, Jr., Ohairman (Aug. ~3) 

Contends that the House bill fails to provide specific incentives for 
equity investments in small and medium-sized corporations, and will 
not supply the necessary stimulus for needed capital formation. Sup­
ports a tax credit for investments in new issues of common and pre­
ferred stock of small to medium-sized corporations. 

Taxable bond option 
Public Oitizen's Taw Reform Research Group, Robert M. Brandon and 

RobertS. Mclntyre (Aug.~4) 
Recommend adoption of Administration proposal for a taxable 

bond option. 
Withholding on interest and dividends 

Public Oitizen's Taw Reform Research Group, Robert M. Brandon ana 
RobertS. Mclntyre (Aug.~4) 

Recommend adoption of withholding on interest and dividends. 
Exclusion for income earned abroad 

American Textue Manufacturers Institute, Lewis W. Jenkins (Aug. 
~1) 

Supports provisions in H.R. 13488 with respect to section 911 
changes as reported by the Ways and Means Committee. 

Contributions in aid of construction 
Edison Electric Institute, William McOollam, Jr., President (Aug. ~1) 

Supports treating contributions in aid of construction to electric and 
gas utilities as contributions to capital excluded from gross income. 
American Gas Association, George H. Lawrence, President (Aug. ~1) 

Proposes treating contributions in aid of construction and highway 
relocation reimbursements as excludable from regulated gas and elec­
tric utility income. 
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National Assomation of Home Builders, James H. Shimberg (Aug. 
25) 

Supports proposal to extend capital contribution treatment to cover 
contributions in aid of construction received by gas and electric 
utilities. 

Employee stock ownership plans 
Edison Electric Institute, William McOollam, Jr., President (Aug. 21) 

Supports Expanded Employee Stock Ownership Act of 1978 (S. 
3241). At a minimum, recommends making present ESOP provisions 
permanent. 

Tax treaties 
Oarl A. Nordberg, Jr., Attorney, Washington, D.O. (Aug. 21) 

Urges that tax treaties be subject to joint jurisdiction of Senate 
Foreign Relations and Finance Committees. As an alternative, sug­
gests limits on items covered by treaties. 

Accumulated earnings tax 
National Food Broker8 Associatifxn, Mark M. Singer, Rresident (Aug. 

23) 
Proposes that the cumulated earnings tax exemption be raised from 

$150,000 to $200,000. 
Other items 

National Oil Jobbers Oounml, Deane Stewart, Stewart Oil 00. (Aug. 
23) 

Recommends that the payment schedule for Federal gasoline excise 
taxes be modified to give marketers at least 20 days (instead of 9 days 
as under present law) to remit the tax. Also urges the approval of a 
20% tax credit for solar and other energy conservation devices as 
included in the Senate energy bill. In addition, supports Senate Fi­
nance Committee approved provision regarding the independent con­
tractor status of certain individuals. 
Independent Petroleum Association of America, Jack M. Allen, Presi­

dent (Aug. 24-) 
Urges the elimination for independent producers of intangible drill­

ing expenses as a tax preference under the minimum tax. In addition, 
argues that the 65% of taxable income limitation on percentage deple­
tion for independent producers should be repealed, that the phase down 
of the amount of oil eligible for percentage depletion and the per­
centage depletion rate should be halted, that geological and geophysi­
cal expenses should be made deductible and that a tax credit be allowed 
for expenditures which increase domestic energy supplies. 
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