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CONFERENCE ACTIONS - 3/26/75

Conference was completed at approximately 3:00 p. m. The following
agreements were reached:

(1) Foreign source income - agreed to compromise on deferral of
foreign source income affecting ''tax haven' countries (Treasury indorses).
Revenue gain - $225 M.

Agreed to compromise tax credit provision relating to oil income.
(Treasury indorses). Revenue gain - $300 M.

(2) Percentage depletion of oil and gas - agreed to comprom1se with
following elements:

(2) 2000 bbl. exemption phased down by 200 bbls, per day
each year to a 1000 bbl. permanent exemption: 1975 - 2000 '

1976 800
197 1600
1978 - 1400
979 - 1200

1980 -~ 1000

(b) Percentage holds at 22% to 1980 then phases down over

4 years to 15% 1981 - 20%
1982 - 18%
1983 ~ 169%
1984 - 15%

(¢) The 50%

taken against taxable income\i

imifation on amount of depletion that can be
increased to 65%.

(d) Secondary and tertiary wells keep the 22% depletlon
until 1984. After 1984 the percentage drops to 15%.
Revenue gain - $1. 7B.

(3) Housing tax credit - adopted modified Senate provision. Credit
of 5% of purchase price to maximum of $2000 for new houses in being as
of 3/25/74. Price must be certified by builder/seller as the lowest price
offered. False certification subjects seller to money damages and criminal
- penalties. Revenue loss - $. 6B. '




(4) Social Security payment - adopted modified Senate provision cutting
payment from $100 to $50. Revenue loss - $1. 7B.

(5) Individual tax cuts - adopted compromise:
‘ (a) Minimum standard deduction increased from $1300 to
$1600 for single taxpayers and from $1300 to $1900 for joimfreturn taxpayers.

(b) Increased the percentage standard deduction from 15%
to 16% and the maximum allowed for singles from $2000 to $25000 and for joint
returns from $2000 to $3000.

(c) Provided for a tax credit of $30 per person (dependents).

Revenue l.oss - $7.8B.

TOTAL REVENUE LOSS - $22, 8B
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THE WHITE HOUSE

WASHINGTON

March 27, 1975

MEMORANDUM FOR THE PRESIDENT
FROM: MAX L. FRIEDERSDORF

SUBJECT: Bob Michel/Herm Schneebeli/Barber Conable/
John Rhodes

Congressman Bob Michel called you this morning and I took
the call.

Bob recommends a veto and feels that there is an excellent
chance that your veto could be sustained in the House.

He also made the point that qulte a few Republicans voted
against the Conference Report in the strong hope that you
would veto the bill and also interpreted John Rhodes' remarks
to indicate that you might veto the bill. (Rhodes indicated
that you were seriously considering a veto but did not commit
you in his closing remarks.)

Michel's analysis of the vote indicates that of the 55

Republicans we lost on final passage, about 29 of them would

be possibilities for voting to sustain your veto. Of this

29, he believes that about 20 are very strong possibilities

on the vote to sustain. The 29 are: Broyhill, John Anderson,
Broomfield, Bud Brown, Carter, Don Clausen, Madigan, McClory, :
Mitchell, John Myers, Hillis, O'Brien, Ruppe, Shriver, Regula, Kasten,
Lagomarsino, Bill Stanton, Thone, Winn, Wydler, Don Young, Al

Johnson, Frenzel, Lent, Horton, Hinshaw, Hammerschmidt and Esch.

In addition, of the 7 Republicans absent, Michel believes
that we could count on 6 of them and possibly 7.

These are: Skubitz, Ashbrook Cederberg, Dickinson, Erlenborn,
Wiggins and Bell.

Of the 13 Democrats absent on the vote, 3 were paired against
the bill, including Passman, Ichord and Runnels.



Bob and I also went over the 43 Democrats who voted against
the bill and Michel believes that those 43 look pretty solid
and he believes that losses on a vote to sustain could be

held to one-half dozen or less. (I think this is too optimistic)

In summation, Michel thinks the vote could be sustained and
he recommends a veto.

Congressman Herman Schneebeli -- We talked to Congressman
Schneebeli today and he said that he is not recommending a
veto although he believes that a veto stands a good chance
of being sustained.

Schneebeli said that you could make a good argument either
way on the bill and he recommended that you wait a week and
see what the reaction around the country indicates.

He said that if you do decide to veto the bill, he thinks
you could make a good case on the ill-considered housing
provision which will cost $700 million, and the Social
Security section which dips into the general treasury, as
well as the other non-germane amendments.

Schneebeli also said a veto could be tied in to the estimate

made yesterday by the House Budget Committee of a $73.7 billion
deficit.

Schneebeli said that he would have no hard feelings if you
signed the bill and believes you have the flexibility to do
whatever you decide.

Congressman Barber Conable -- Conable said today that he
personally would like to see you veto the bill, but would
not be upset whatever you do.

He said you could justify a veto because the tax bill went

too far, but he is not sure you would receive anything much
better.

Conable believes that you would have a good chance of

sustaining and if you decided to do so you should talk loud

and clear to the American people because they will not initially
understand the issues involved as the Congress does.

If you veto the bill, he suggested you talk 2 or 3 times
about the bill before Congress comes back and emphasize ,iﬂt??z\\
the adverse effects on the economy and how added inflation

and spending will rob the people of their purchasing power.

I“"\
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Conable said that whatever your decision, he believes you
should take your time, let the suspense build and dramatize
your decision. He suggested that to focus attention on

this, you might want to publicize your consultations with
yvour economic advisors.

Congressman John Rhodes —-—- Jack and I talked briefly with
John after the vote last night and it was his belief that a
veto could be sustained and I believe he would recommend a

veto although we didn't talk to him again this morning because
of his departure to China.




COMMENTS FOR PRESIDENT'S CONSIDERATION

Joe Waggonner

Recommittal vote was not an indication of strength. There is not a
good solid chance of 2 10 to 12 vote change needed. Joe feels there is a
possibility of switches in the Northeast - the three votes from Conn., for
example. If vetoed, Demo Caucus will work hard to override.

Thinks a second bill would not be much different - probably worse.
Would be a bigger tax package, House would add tax reform items and kill
a tax reform bill for this year.

Long's and Ullman's reaction would be adverse. Long would carry a
grudge into a second conference and on other matters he would be handling
in the future - i.e. the energy package. Long talked with Waggonner last
night and indicated this. He also urged Joe to urge the President to sign it.

Joe suggested carefully considering what factors the President could
hang a veto on. The budget deficit. The $52B deficit at time of President's
$16B proposal. Deficit projection much higher now.

Joe doesn't want President to lose on this. Suggests waiting a few days.
Feels that to get accurate reaction, the President will have to get the word
out to the country on the bad aspects of bill in order to get the press to criticize
it. Unless this is done, public reaction will probably be favorable.

In summary, Joe sees a package that isn't much better. More tax

reform items in it. Estimates only 30 Demo's would sustain. Some chance -
of sustaining, but would be tough. Demo caucus will work hard to override.

Phil Landrum

Landrum was a conferee. He feels the hard core recommittal vote
was between 160 and 170 not 197 as members switched at last minute ~ a free
vote for them.

Critics of the bill who would sustain are in three groups:
(1) Totally dissatisfied with the depletion provision - some felt

it wasn't enough and others that it was too much. These members would
probably sustain.



(2) Dissatissfied with housing provision. In conference, Phil
felt the provision was made nearly inoperative. This group would not vote
to sustain,

(3) Dissatisfaction with the $50 Social Security provision. On
veto vote, probably 90% of the Demos in this group would vote to override.

Therefore, the two things to look to are how many would stay with
President on veto because of dislike for the depletion and the housing provisions.
Generally, veto could not be sustained on rebate, investment tax credit or
tax reduction. Therefore, considerable risk in veto.

Undoubtedly, second bill would be worse. Demos would try to put Presi-
dent in a hole with a $30 + B bill. Afraid if reopened, rebate, social security
and housing provisions would get worse.

Let it simmer for a few days. Phil feels public response will be favor-
able.

Sees Long worse than he was in this conference. Doesn't think House
conferees would be the same as rules allow anyone on Ways and Means to be
conferee. Run risk of liberal members becoming conferees and a more

generous social security provision.

Does not think veto can be sustained.

Dan Rostenkowski

Feels "President would make a terrible mistake by vetoing bill."
President initiated fact that dollars should be pumped into the economy.
That he has a bill that isn't too much higher.

This economic approach should be considered an experiment to pump
the economy up. Must let the experiment work - "would hurt himself badly"
if he didn't. Congress would send a worse bill down if he vetoes.

Recommittal vote not an indicator at all. Many taking a free ride,
If signed, President should say he has compromised with the Congress

and wants partrership. He compromised two-thirds of the way on oil ta.rlff
has cooperated well with the leadership but the leadership are gadﬂys"” o



-~ 3 -

President should say he hopes in future the Congress will be willing

to compromise. President is trying to make the partnership work.

If vetoed, Congress will say he didn't compromise, didn't want partner-
ship, President wants it all his way.

Dan feels the committees won't be in a2 hurry to write a new bill. ‘
Congress is on the spot now - the President would put himself on the spot.

Long said in the conference that 'we better get all our apples in here
because the President will be vetoing all bills inthe future that cost."

Dan feels public reaction is very favorable.
Dan thinks the world of the President and wants to help him. He told

me he would have voted to sustain the oil tariff veto as he felt the President
had compromised. He is very sincere in his support of the President.

Doug's Thoughts as Conference Observer

Long was very tough in conference. His reaction to a veto would be very
adverse. Would be even tougher on a second bill if vetoed. Would be very hard
to deal with on future legislation before Finance committee. House conferees
tried very hard on social security and housing. Long did not give up gracefully.
He was getting annoyed at House conferees at end of conference.

Ullman's position would be weakened by a veto. This would hurt in
Ways and Means and in future conferences from the standpoint of his chairing
the committee. We need him for future legislation. He would react adversely
to a veto. Al told me he sincerely hoped the President would sign the bill - he
felt it was the best he could get.



March 27, 1975

BOB DOLE (R~Kansas)

-Will vote to override a veto.

PAUL J. FANNIN (R~Arizona)
Will vote to sustain, but declines to advise on whether or not to veto.

BARRY GOLDWATER (R-Arizona)
Will vote to sustain a veto. His press releases against the tax bill
have been very favorably received in Arizona.,

MILTON YOUNG (R-North Dakota)

Will vote to sustain, Recommends veto. However, he feels it is
unlikely that we have sufficient votes in Senate. He voted against

the bill because of the huge deficit and feels that passing out valueless

money is an empty, shallow and misleading political tactic on the part
of the Democrats.

JOHN McCLELLAN (D-Arkansas)

Will vote to sustain a veto, but will not presume to advise the President
on whether he should veto or not, He thinks the House will have the
votes to sustain. He feels the relief the bill offers will be temporary

only and, as in the case of a stimulant, when the temporary relief wears
off the pain might be worse.

HENRY BELLMON (R~Oklahoma)

Will vote to sustain a veto but is uncertain how to advise on the veto
decision. He objects strongly to the legislation's attempt to clobber
the energy industry. Would recommend a veto if economic advisers
feel certain we have '"bottomed out' and that the economy is now on

the beginning of an upswing.

TED STEVENS (R-Alaska)
Traveling in Alaska ~ unable to reach.

HOWARD BAKER {R-Tennessee)
Would have voted for the bill but '"probably' will vote to sustain a veto.

L




BOB PACKWOOD (R-Oregon)

Would have voted against Conference report. Thinks President could
veto it if economy is on upswing. Still thinks a straight stimulative
cut would have been desirable.

CHARLES PERCY (R-Illinois)
Would have voted (reluctantly) for the Conference Report. Would
advise President sign bill.

ROBERT GRIFFIN (R-Michigan)
Would support President if he vetoes the bill, However, he thinks the
"P. R, " problem would be difficult.

J. GLENN BEALL (R-Maryland)

Thinks President should sign the bill with strong speech on its

deficiencies. Should not use his chips trying to sustain veto but

use them instead to hold up future spending bills. WTK

STROM THURMOND (R-South Carolina)
Recommends veto and, of course, will vote to sustain. POD







THE WHITE HOUSE

WASHINGTON -

'~ March 28, 1975
MEMORANDUM FOR THE PRESIDENT
THROUGH: . JOHN MARSH

DON RUMSFELD
MAX FRIEDERSDORF

FROM: VERNON C. LOEN / L
SUBJECT: | Tax Reduction Act Conference Report

(H.R.2166)

Counsellor Marsh asked me to give you the benefit of those House contacts
we have had since the vote Wednesday night.

After talking personally with a number of members immediately after the
vote, I feel sure a veto could be sustained. Among the 20 absentees who
could be counted upon to sustain a veto are: Ashbrook, Bell, Cederberg,
Dickinson, Erlenborn, Skubitz, and Wiggins, who in themselves constitute
7 of the necessary 20 vote gain from our 125-vote base. Democratic
absentees who might well vote to sustain are: Fuqua, Hays of Ohio,
Ichord, Passman, Rees (who took a walk on both votes after speaking
against the rule) and Runnels.

Among those who have told me they would switch their votes to sustain
your veto are: Don Clausen, Don Young, George O'Brien, Bill Frenzel
and Larry Pressler. ' ‘

Henson Moore, the freshman Republican from Louisiana, just called in
strongly recommending a veto based upon public reaction to his 'nay"
vote in five towns of his District. Similarly, freshman Republican
Tom Hagedorn of Minnesota, called to urge a veto based upon the public
reaction in his District. He also voted 'no'". -

I believe you have received the input from Minority Leader John Rhodes,
who strongly and publicly urged a veto; Barber Conable, who wants a
veto, but will understand if you feel you must sign; and Democrats

Joe Waggonner and Phil Landrum, who fear you will get a worse bill later.



If you intend to sign the measure, I believe the conservatives could

be pacified by sending up legislation to repeal the offensive sections
and with a strong signing statement that you will veto every
inflationary measure coming to your desk regardless of how many voted
for it. The huge budgetary deficits in prospect this year and next

are having a real impact on the House now, particularly after the Budget
Committee's report. '

Signing also could be justified if your economic advisors feel a tax
stimulus still is necessary to combat recession.

Still another factor to consider is the fate of your energy recommendations
also resting in the hands of the Ways and Means Committee. If you sign,

I would recommend a phone call in advance to Chairman Ullman to advise

him of your decision and to urge his reciprocal action by moving speedily
on an acceptable energy tax bill.

Our staff is inclined to recommend that you sign the measure, but with
the above caveats and perhaps with a simultaneous television address
to the Nation. »
























