
































“ contmbutlng ‘an amount equal to the extra
Enployee Stock Ownership Plan (ESOP). A further one-half percent
bonug :has been added in the bill . for conpanies. Wlx)se gnployegs mﬁt@L e

Bt g Wk

_the addltl.onal one-half percent tax CI‘Gdlt.:_; e

The Mxmmstratlcm has opposed since its enactment the 1 percent in- - -

vestment credit bonus for companies adopting an ESOP. The bonus simply = - . -
-~ yesults. in 100 percent financing of ESOP's with tax dollars, with no- = 177 == =~
... benefits accruing to the tax paying public which ultimately. putsup.the

- -middle income Americans — unif¢ rtunately ignored by the Congrsss
“was your Broadened Stock Ownét8hip Proposal (BSOP), which -did not limit™
participation to specially s:.tuated 1ndlv1duals.. A

Mmmm'l‘axv

~r.—g Along with raising the minimim tax on individuals,. the bill thZ“éases the
.. minimm tax on corporations from 10 to 15 percent of preference ncome.
~ Current law reduces the base of the corporate minimum tax by the greater
. 0f$30,000 or reqular taxes paidi~ The bill reduces:the $30;000 : SE
exemption to $10,000. No new tax prefemnce .J.teus are added to ’che base
of the minimmm tax for corporatians. - -

,In amly,mg the new minimum tax prms;or;s . pr?fe;?ptlal treatnent 13 -

2 years to offset against income. Under current law coxrpanles may -
. ..generally carry back losses for.3. yeam.,and any remaining. losses-forward
. - for 5 years; regulated transportatien-businesses are permitted-a: 3—year ©
carxryback and 7-year carryforward benefit. Henceforth, most companies
will be permitted a 3-year carryback and 7-year carryforward rule and -
regulated industries (transportation firms) will have 3 years back :
and 9 years forward. Alternatiwvely, to awoid possible loss of invest-
. ment tax credits and foreign tax credits a business may, for any -one
.. year, elect to carry. opera i C
carr '»g them bad{ward ‘




Beginning in 1978, the rules are tightened on acquisition of unpro--

fitable firms by companies in search of losses to offset their

pmf.;.t;s As a special benefit-to llfe and other-muitual- insuratice
mgames, however,. the prohibiEion” in current Law-is llfté&%n“%s

~in aver:a- 3—year perlod therea:ﬁtem
FOREIGN INCCME
Reductlon in DISC Beneflts

lled blll reduces by
..th.ch __p_{enm.t companies to defer taxes on up to 50- pement
~profits of a-Domestic Internatichal Sales” Corporatlon (DISE)
-measure-1imits the DISC bemefit to-exports in’excess or 67 péreent ™
---of the annual average for the base period 1972 through 1975. After
- 1979, this base period will be moved forward one year at-a-time.-- -

" Moreover, military exports will qualify for-only half the regularzDISC

benefit.

%anis&atmn has consistently- opposad “any cutback J.n“'D.IStF*“'_’”""-‘* T
: heneflts, argulng ‘that the full benef:x.t is needed to encourage U.S. .. . "
e ESOOTES. pieieunts

Intemational Bocotf
. Ra &053.2 denies- tax- benefztsm‘be' {}’«chanpames Whlt.‘h‘ p"

;" earnings, - and DISC beneflts related to 'the boycott: “but will-be- -
‘pemuttad to cont.mue to enjoy tax beneflts attr:xbuiaed to damnstratad

- refuse to do business with a specn.fled country (i.e., "secondary"-
boycott),

. — refuse to do business with other countries which do busmss "y
=+ with-a- specz.fled ‘counhtry “fife., "f;ertla’_ry" bhycott oss LB, e

»
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This feature of the bill has been strongly opposéd By Administration
-~ officials as an inappropriate téffedy’ to the bbycott probiem* ~and” ona =
-~ which will create severe foreign policy difficulties-in-attempting to
- enforce.it. While the langquage in the enrolled bill is less pmutwe
than proposed in the Senate version and may, therefore, permit more
- .lenient-administration of the measure, the provisions will,-as Secretaiy
-Smm has;‘mmd "panalz.ze many busmess transactlons m i:he '

- repeal of the option allmng companies. to compute credit... ..
for payment of foreign-taxes-on a countxy-by—comztty basis:

Hemeforth, except for cmpames do:t.n ous:.ness m U.S

fcreﬁt for paynmt of’ foren.g;rta;es ‘on: an“ma”if‘ :
&'eher than per-country . bas;xs“ Mbreever, foreign losses

=) ""recaptme“ in late years As e operai:n.mt becone
A profltable, therehy reducm ‘allowable forelgn tax credn.ts. -

foun a cm: back to 48 percent froms 56 péreent-intthe: allowance: =
for foreign taxes used to offset U.S. ta:es payable on s
foreign oil and gas extraction income. =i--* E

— removal of tax deferral benefits for foreign bribes paid
- -WeGe- corpomtlcns Companies that pay bribes to foreign -
fficialg will be subject to an imfediate’ tasxk on-4R&-amburt: -5
:of the bribe and will no longer be- penm.tted to.defer tax-on i<
such payments.
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The Admjnistratior} generally supported these changes. ™ '~

In a number of areas the enrolled bill tightens tax exemptions, -
W.lthholdlng rules,“credlts, and d uctlons to discourage. further

tax abixses or to clos

- tlghten restrlctlons on deductlons for rent, utility bllls, .
- - and-other expenses attributed to an office: at heme. -
Deductions aré allowed only wheh part of the home is used

. exclusively and regularly as the taxpayer's principal- place . e

‘of business or for meeting clients, patierits, or customers
-in the nomal course of business. Deductions may-not exceed:
the amount of income earned by the business conducted at hame. -

51 and p ona“.["‘“personstoded“u
for no more than two foreign conventions attended per year
and limit deductiors for meals, hotels, and other expe 5.
- to-the applicable forelgn per diem-allowance- «glven«te .
- government employees. Current law generally does not 1i
“deductible expenses or the number of- foreign conventions o
whlch may be attended. ,

—==reduce the maximum annual deductlon for mterest payments
“on J.nvestment aebts frama t "

: , thes I
it for personal purposes for more than two weeks or 10 percent
of the days it was rented out. If the vacatlon homer is -
_‘\rented out for less than 13 days . d b

- requlre immediate tax w.x.ttholdlng of 20 percent of race
track winnings of more than $1000, of state lottery payoffs
over $5000, and of any other gambl:.ng w:mm.ngs over $1000 -
mereTWMmatl 0 : AFinng
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- == change the treatment of qualified stock options- 1ssued to -
key corporate. personnel by. va}.mng_ such,optlons 5

-.income rather than capital gaz.ns:lneorfe If the £z
camnot be determined at the time of J.ssuance, the increase .
in the stock's price over the optlon price will be taxed

as ordlnary incore when the option is exercised. ... -

B

R e

‘ - brcaden the pmh;b:.tlcn sBay»
apprec1ated property to exchan@ or swap funds estab he

able to ta:q:ayers who use the standard deductlon. o

. nak&permaent ﬂacmt Wmmmm

to '$3,000, 1nclmilng house—hmt;mg and house-sélllng, and.
decrease the minimum distance one must mowve to quallfy for -
_ the deduction fram 50 to 35 miles.




.. encourage the acquisition and rehabjlitation of certified,
hlstorlc structures by perm:.ttlng faster depreciation tk than

““at” present while denylng tax aEIvantages to -those who demdlish’
__such buildings.

== increase from $20,000 5 $35;000 the excluston for
@ms on the sale of a house by a a taxpayer over 65

of technical provi

rith Eas snfp‘hflcatién and administrative r
provisions -

— establish additional rules for the disclosure of tax returns
- and return information and for public- inspection of ‘Interhal : ST
__Revenue. Serv10e private letter rul:.ngs after Novenber l,~ ,1976wa L e
= permit State and 1o6al govenments to use.- Secial: Eurz.

“account numbers. for identifying md1v1duals~-1n ac
the tax welfare, motor vehicl

of * the mllJ.tary andmthholdln State ‘and Tocal iricome
taxes from the pay of Natmnal Guard and- Reserve 'personne

- provuie s1np11f1ed tables for taxpay >r use’ i
hablhtles.

—

Included below are the views of those agencies which have strong
o ‘xjeservatlons about specific provisions of H.R. 10612- al’d'xough,
. - balance, no agengy recommends withholding approval Of ‘the-bi1l1."




| The Défartment does not @bjéct €5 approval Gf H.R. 10612, alEhSugh it
soon intends to submit for leglslatlve Clearance proposals to- oorrect
problems perceived with two provisions in the bill.

- HEW Belie{zes_ that section 1202(a),- *which prohibits the disclesure-to:

-Federal ageneies of tax returmsand return-information-except as:

- specifically authorized, will adversely affect ongoing. statistical:and

research efforts of the Socz.aL Securlty Admmstrat-lon and‘ the National

mv.:as;m wou}.d probably preclm‘e ﬁe dlsclosuxe" of

. .addresses to the Office of Education for its collect:.on actlvxtles in. - e

connection with defaulted student” loans. Zatoudeel rmidfent loans.

In aaé—raon, the Departmant, 1ts va.ews letter, objects to sectlon

f:.shemen employed on boats w1th ten—mn Crews-6r less who rece:we—-thelr
v-.pay as.part of the catch. The-Pepartment asserts that this-provisiom— =
raises questions about the status of these fishermen (i.e., are they -
nself—enployed or euployees of -others), is disadvantageous to-them (they - - -

Ia,ke HEW, Justlce is concerned. about sect:lon 1202‘5 restrlctlms “on:

3 ‘mak;ng tax information available to other federal agencies...These:

restrictions will, in Justice's view, “"seriously mpede the unraveling.

_-of white=collar, official corruption.and organized crime cases and_.7 . .

will increase the difficulty of brmg:mg narcotics traffickers to-
justice."

-~ Bection=3205 is viewed as havmg ‘an*equally adve‘ fﬁeet’ ;_l‘aw e:;-ﬂ
- - foreement and” tax administratfion-efforts. ~'Thi§ sectichpermits-a:

. taxpayer to-seek an injunction in the courts to block a: subpoena of the
records of third partles even though the taxpayer has no 1egally
protectable interest in such records. 1In Justice's view, income tax
investigations of organized crime and white-collar crime will be impeded
- because -many .third party records "would be available.only.after extended
. litigation..." and not until the statute of limitations-on prosecuting -
such crimes has taken effect. .




- Federal Home Ioan Bank Board

. n the gverall de51rab111ty of the proposed legislation, the Bank BSard: ;5 EOLBLA

defers to other agencies more directly affected. However, the Board -
_.Characterizes Section 301, relating to the minimm tax increase and
- tightened preferen;:e_mcone deduction rules, as inwise. ™ ‘The: Bo: i
. believes that the J_ncreasedtaz?“héblllty of savings and loan ins
tidns mposed by this Section will (1) lessen the incentive for such -
Institutions to maintain a high percentage of assets in resz.dentlal
mortgage loans (2) decrease aft

The Departnent's “concern with the first prov151on -= repeal -of 1 t«he ex—

_ clusici From gross income of. non-combat related. .dlsablllty pa

~ furnmbers’ofrthe ‘armed fordég'"mi‘d””' , cndutyg




'Itle m: vot.mg proce&ures pmva,s:Lcn requires that, in. the event_the-, ..
o 8k ssmners voting on. a guesi:.;m of import injury,
dJ.vz.ded‘ and the President declmes to

m;}ury has been found to exist:

Under current law,.the President's determination on import rellef cases
cm:bgﬂmmdden by amcunen*;gmselmm oniy if his: T Y .

: ew, mnonstltutmnal‘ - : et ™
‘separation of powers, and should mmally Be opposed. ‘Inthe:presen
case, however, the effect of this new provision is to expand congressional
_veto power a}.ready embodied in~the Trade Act of 1974."  Accordingly,. . -
.-.apd especially in view of tk:em:alLdesuablllq( of a.a..,mslz, ‘
eve th;.g; pmv:tsmn warrants: d:.sapproval 2 Saguliretorle

Rm{MENDATICN

W.,Weﬂag::ee with' Tzeasuxy that, whlle the enrolled bill has cer




Revenue Impact
of

Administration Tax Proposals
campared with
H.R. 10612
(in billions of dollars)

1977 1978
I. Administration Proposals

Tax. Reductions

(as estimated in the Mig-
session Review of the 1977
Budget, July 16, 1976)

Tax Reform

Minimm taxable income
Capital gains

Home insulation credit

. Sick pay and disability

- Repeal 30% foreign withholding
Retirement

Other incame tax changes

Subtotal-individual and
corporate income tax

Estate and gift tax
Total
Grand Total

II. H.R. 10612

Extension of Tax Cuts
(including outlay portion
of the earned incame credit)

Tax Reform

Tax shelters

Minimum and maximm tax

Tax simplification i

Business-related individual
income tax provisions

Changes in the treatment of.
foreign income

Arendments- affecting DISC -

Other income tax changes

Subtotal-individual and
corporate tax
. '
Estate and gift tax
Total

Grand Total

*Less than $50 million
Note: Detail may not add to total due to rounding






