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and consistent with effective enforcement of the immigration 
and customs laws. Implementation of these procedures should 
facilitate the most rapid possible transit in international, 
intercity rail passenger service. 

I commend the Congress for enacting this bill which 
should, on balance, provide a basis for improved and more 
economic passenger service for the American people. It is 
essential that we continue to work toward developing more 
effective approaches to meeting the complex transportation 
needs of the Nation. 

# # # # # 
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THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHINGTON 

March 10. 1976 

MAX FRlEDERSDORF 

EDSCHMULT~ 
Rail Matter - ConRail 

An important piece of legislation that is "needed" for the 
transfer of the bankrupt rail properties to ConRail is a tax 
bill to make clear that ConRail is entitled to a carryover 
basis of the rail properties it receives pursuant to the Rail 
Reorganization Act, as amended by the recent Railroad 
Revitalization and Regulatory Reform Act of 1976. 

At my request the lawyers for ConRail have sent the attached 
letter and a memorandum on the tax matter which I think 
clearly set forth what has to be done. I worked on this 
matter at Treasury and am familiar with it. 

As you will note. timing is important, and the hope is that 
the tax bill can be passed by Aprill. Anything that your 
people can do to have Ways and Means mark up the bill as 
soon as possible and to encourage Chairman Long to bypass 
the Finance Com:m.ittee would be greatly appreciated. 
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March 9, 1976 

Edward c. Schmults, Esquire 
Deputy Counsel to the President 
The White House 
Washington, D. c. 20506 

123 SOUTH BROAO STRf:ET 

PHILAOELPHIA,PA. 19t09 
(21S) 545-1234 ' 

SUITE 400 
10 SOUTH MARKET SQUARE 

HARRISBURG, FA. 17106 
{717) 233-6463 

Re: Carryover Basis of Rail Property Transferred 
to ConRail Pursuant to the Rail Reorganiza­
tion Act of 1973 as Amended by the Railroad 
Revitalization and Regulatory Reform Act of 
1976 

Dear Ed: 

John Terry suggested that I give you a brief update 
on the above-cited matter so that you might have Max 
Friedersdorf provide USRA and ConRail with some assistance 
in attaining passage of the above-cited legislation by 
April 1, 1976: 

1. There does not appear to be 'any objections to the 
legislation on a substantive basis. The Congressmen and 
Senators involved in the 1973 and. 1976 rail legislation have 
expressed the view that Congress favorably considered this 
issue in adopting the Final System Plan which assumed ConRail's 
acquisition of a carryover basis. The only problem is, can 
the legislation be enacted before April 1. Passage by that 
date would substantially reduce the possibility of the trans­
ferors (trustees in bankruptcy) suing the Federal Government 
for the loss of potential tax benefits relating to the trans­
fer of the rail properties. For purposes of ConRail, pas~age 
after April 1 presents no problem other than the unknown ele­
ment of how difficult it might be to secure tax legislation 
on a retroactive basis following the transfer of the proper-
ties. · 

2. Chairman Ullman and Congressman Schneebeli are «.,.,,...,,-;:,·;.;,~ 
introducing a bill today and holding a public hearing on itf:<;··' , ·' 
Friday, March 12, 1976. Your assistance in convincing r~· 
Chairman Ullman to have a markup session during the follow1 ... 
ing week (which is required to make the April 1 deadline) •. 
would be appreciated. Assuming immediate passage by the Com~ 
mittee on Ways and Means, we would appreciate assistance in 




















