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U.S. DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 

WASHINGTON 

IEP 30 1976 

Honorable James T. Lynn 
Director 
Office of Management and Budget 
Washington, D.C. 20503 

Dear Mr. Lynn: 

This is in response to your request for our views on an 
enrolled bill, H.R. 10612, the Tax Reform Act of 1976. 
This enrolled bill would affect the Department of Labor's 
activities in the following areas. 

The tax laws currently provide a tax credit for employers 
who hire qualified recipients of aid to families with 
dependent children (AFDC) who participate in the work 
incentive program (WIN), which is jointly administered by 
this Department and HEW. Under the WIN tax credit, an 
employer may credit against taxes 20 percent of the first 
twelve months of wages paid such employees, up to the first 
$25,000 in taxes plus one-half the excess over that amount. 
Another tax credit provision, the Federal welfare recipient 
employment incentive tax credit (welfare recipient tax 
credit) similarly permits employers to credit against taxes 
wages to hired AFDC recipients, with the same upper limit 
of creditable taxes but with no time restriction on 
applicable wages. The welfare recipient tax credit expired 
on July 1, 1976. 

Section 2107 of the Tax Reform Act would double the upper 
limit on creditable taxes for both these credit provisions. 
It would place a 12-month restriction on applicable wages 
under the welfare recipient tax credit, conforming it to the 
WIN tax credit. It would also eliminate the provision 
allowing for recapture of taxes payable in the absence of 
the WIN tax credit if the employees are laid off because of 
business decline. The bill extends the welfare recipient 
credit through 1979. 
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We believe tha:t these provisions regarding the WIN and· .. 
welfare recipient tax credits will. encourage greater ~. ·, 
employer hiring of AFDC and welfare recipients, thus con­
tributing to greater employment and reduced public dependency. 

Section 2134 of the Tax Reform Act provides. a financial 
impetus to prepaid legal service plans by excluding from 
employees'· income the contributions made to. such 'plans and 
the value of the services rendered under them. This exclusion 
is available only to group legal service plans that qualify 
under standards set forth in. the Act. The qualification 
standards are generally similar.to thOse· in the :Code for 
other types of plans; they forbid discrimination in favor of 
highly paid employees., limit. the types of organizations :that 
may receive contributions, and require.that·contributions 
be used for the exclusive benefit ·of. employees, .their 
spouses and dependents. The exclusion.is made available for 
the years 1977 through 1981, and a joint Labor-Treasury 
report on the desirability and feasibility. of continuing the 
exclusion is made due at the end of 1980. Written group 
legal services. plans in existence on June 4, 1976, ·will be 
considered qualified automatically until the later of 180 
days after enactment or, for collectively bargained plans, 
the termination date· of the last :of the collective bar­
gaining agreements. relating to the plan. (not including post-

. enactinent extensions, and in no event later than · 
Deceniber 31, 1981) • 

In accordance with the Department's generally favorable view 
of prepaid legal services arrangements, .we support the tax 
exclusion as· an effeCtive means ·to promote greater use of 
such plans.· · 

Presently the Employee Retirement Income Security Act :(ERISA) 
provides for a congressional Joint Pension Task Force to 
study and report on certain aspects of pension and .. tax law. 
SeCtion 803 'of this tax reform bill expands the task force's · 
scope of inquiry to: include employee stock ownership plans 
(ESOPs) and extends until March 31, 1978, the date for the 
final report. 

We favor this provision, which will contribute to greater 
knowledge of the appropriate. status of ESOPs under Federal 
law. · 
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In section 803 'of the Tax Reform Act,: the Congress reaffirms 
its· interest in encouraging employee stock ownership plans 
(EsOPs) ·• The stated reasons are :th:a:t such 'plans. assist :in 

making capital funds available and spread stock ownership to 
corporate employees. 

ESOPs fall within the coverage of ti:tl:e I of the Employee 
Retirement Income Security Act :of 1974 ·(ERISA). Along with. 
other eligible individual account plans, they are .subject to 
spec.ial treatment in some respects.; e.g., section 407 (d) 
(3} (A} (ii) and section 408 (e).(3.) (A) lift restrictions on 
acquisition and sale of employer securities for ESOPs, and 
they alone are the subject for a statutory exemption for 
loans to a plan by a party in interest.:. Except for such · 
statuto·ry discriminations, ESOPs are governed by. the general 
rules prescribed in .the statute for employee benefitplans. 
The Secretary of Labor, as administrator of. ti:tle. I, .issues 
regulations dealing with all aspects of that title, including 
its application of ESOPs. · 

In interpreting ERISA and framing regulations under it, the 
Secretary takes into. consideration the legislative history 
of the statute. T<::> a lesser but significant extent, the 
Secretary also considers, in his ongoing administration of 
ERISA, .related legislative acts such. as :the enactment of 
special provisions for ESOPs in the Tax Reducti<Dn Act <::>f 
1975. Where it is consistent with the aims and principles 
of ERISA, the Secretary endeav<::>rs to take administrative and 
regulatory positions that are in harmony with later-enacted 
legislation. 

Specifically, .the Secretary's participation in the jeint 
Labor Department- TreasuryDepartment regulations on ESOPs 
was influenced by the ESOP provisions of the Tax Reduction 
Act of 1975. An attempt was made to carry out :the ERISA 
policy of protecting the interests of.participants and 
beneficiaries in a manner which would n<::>t.unduly hamper the 
operation of ESOPs. .The .. further Congressional expression in 
the Tax Reform. Act of 1976 confirms·.·the Department •s. 
commitment .to: that administrative approach. 
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Section 803 'of the Tax Reform. Act states in general terms 
that the Congress is "deeply concerned" that regulations 
which ·treatESOPs as retirement plans may impose restrictions 
that will hinder their success. The statement of.the managers 
of the bill on section 803 'greatly extends and particularizes 
the statement of concern. · It expressly references proposed 
regulations issued on July 30, 1976 by the Department of 
Labor and the Department of the Treasury. After declaring 
that the regulations "may make it virtually impossible for 
ESOPs, and especially leveraged ESOPs, to be established and 
function effectively, .. the statement discusses 12 specific 
provisions of the regulations. Each is described and 
criticized, and the.conferees offer substitutes more favorable 
to promotion of ESOPs. 

The matters discussed relate.to prohibited.transaction rules 
and other fiduciary standards of title I of the Aet. The 
conference report accompanying ERISA (H. Rept. 93-1280, 93d 
Cong., · 2d Sess.) points: out tha:t there are potential fidu­
ciary problems inherent .in the operation of ESOPs, and 
instructs the Labor and Treasury Departments to give 
11 special scrutiny .. to transactions subject .to abuse. That 
Report, of course, represents the combined views of the 
labor committees, which have jurisdiction over title I of 
the Act, and the tax-finance committees with jurisdiction 
over the amendments to the Internal Revenue Code made by 
title II. 

The statement of the manager on section 803 of the Tax 
Reform Act purports to. convey a different expression of 
congressional intent on matters covered by the text and 
legislative history of ERISA, but it neither amends.ERISA 
nor carries any evidence of consideration by the labor 
committees that have jurisdiction over ti.tl.e I of .that Act. 
Plainly, then, it cannot be taken to amend the provisions of 
ERISA, and the weight to be given itas a guide in the 
interpretation of ERISA is debatable. In view of the 
history of ERISA, in which individual initiatives from the 
labor and tax committees were merged .through a cooperative 
effort .involving both, no partial commenta.ry can, in our 
view, claim to be authoritative, particularly when it comes 
two full years after enactment of title I of ERISA, which · 
is not amended in any regard by H.R. 10612. 

"'· ! 
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The ESOP regulations are currently in proposed form, and the 
statements. made in connection with :the Tax Reform.Act will, 
of course, be evaluated in arriving at final regulations. 
They cannot,· however, override the Department's obligation 
in its· administration of ERISA to: .honor the congressional 
mandates which appear in the text and legislative history of 
th:at Act. · 

The Department of Labor does not object .to Presidential 
approval of the enrolled bill, H.R. 10612, the Tax Reform 
Act of 1976. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF" MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

SEP 3 0 1976 

MEM:>lWIDUM FOR '!HE PRESIDENI' 

SUbject: Enrolled Bill H.R. 10612 - Tax Refonn Act of 1976 
Sponsor - Rep. Ullman {D) Oregon 

Last Day for Action 

October 5, 1976 - Tuesday 

To inprove incare tax equity; ·to continue_ tax cuts provided in the 
Tax Reduction Act .af .. l975; to sinpli:fy certain tax provisions and 
delete unnecessary language; and to make "refonns" in the adminis-
traticn of the tax laws. 

Ileparbrent of the Treasury o ••• 

. """""',..............,_...,.. t of n.-......-ce _ · ·· -·· _<,.,; - ___ _ _____ _ -·~~~ --~-~-~ ... ~- ~~~~ \,.AJJ.ll.ls:::.L' - -- --- -

. - ·~ -~ Department of Agricul.ture . . . - -
-- ·~t of Defense _ 

-Department of Health, Education-
and Welfare 

Department of Justice 
_ Department of State 

llepartitEmt of Housing and Url:lan 
Devel.qmmt 

Department of Lal:xfr 
~ of Transp::>rtation 
Council of Econanic Advisers 
Federal !Eserve !bard 
Federal Hone IDan Bank Board 
Snall Business Mrninistration 
Securities and Exchange Ccmnission 

.Approval 

Approval 
·Approval 
Approval 
Approval 

No objection 
No objection 

- No objection 

No objection 
No objection(Informally) 
No objection 
No objection 
·No objection (Informally) 
NO objectipn_ 
No objection 
No recamendation received .. 
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Discussion 

H.R. 10612 makes extensive revisions in the United States Tax Cbde-
am continues the basic individual and co:r;porate tax reductions 
enacted in 1975, making sate of these reductions pennanent. It 
substantially increases estate and gift tax exenptions and credits 
and generally provides nore generous benefits for \\Orking parents 
needing child care and for the elderly. H.R. 10612 increases the 
mininun tax for individuals and co:r;porations and tightens the treatlrent 
of tax shelters, capital gains, large interest deductions, and .incx::me 
eamed abroad. 

In other changes regarding foreign source i.na:ma, the enrolled bill 
levies higher taxes on U.s. oil and gas canpanies operating abroad, 
taxes bribes .i.rrmedi.ately upon pay.rent by U.S. ccmpanies to foreign 
officials, curtails existing tax deferral advantages conferied on 
DISC (Donestic International sales· Cb:r;poration) profits, and ·imposes · 
tax penalties on u.s. ccmpanies which participate in the Arab boycott 
of Israel. 

. 
Oc:nestically 1 certain major industries are given nore liberal tax 
trea'tllalt through nore generous loss ·offsets, higher investllerit 

__ c;edits 1 and m::>re lenient anortization and d.epreeiation rules .. · Such · 
industries include life -and mut.ual insurance, tm.Itual. funds, and 
airlines; railroads, and shipping. 

f~Y 1 t.he...enmll ed. bill contains lll.lllerOUS provisi~ns designed to­
sinplify tax Procedures·, to delete unnecessacy· language fran the Tax 
OXle and oth.ei.wise ·to inprove and clarify the. administration ·of the-

·: tax laws. . 

Many of the provisions ~in H.R. 10612 reflect Administraticirlill:i.tiatives 
or. have been supported by the Mm:inistration. Ot:hers. have-been ~ 
activelY, opposed. The attach~ table ~es features -of the enrolled. 

,.b.ill.'fldth the Mni.nistration's tax proposals ·in .tenns or the~size-or · 
tax cuts or .increases and the associated revenue inpact. The. najor 
or ~sial provisions of H.R. 10612 ~ discussed in greater 
detai1- below. . . .-·," · ··· ··~r 

INDIVIIX.'JAL TAXPAYERS 

Extension of 1975 Tax Feductions 

B.R. 10612 makes pennanent or extends the individual tax cuts eruicted 
in 1975 and sligh1.:ly expanded in 1976, including (1} the extra $35 tax 
credit (or, if greater,· 2, percent of the first $9,000 of taxable inccrle) 
a taxpayer may claim for each personal exerption; (2) the eamed 
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in.o:me. refundable tax credit for--lCM in::::ate fatU.l.ies-with .children , . "*""·· 
which is pegged at 10 percent of. the firs_t $4,000 of earnings and 
~phasecLout between $4-8,000; aJ:lil< . .C3k~JJ:~~~~·and max:i.mum 

·standard deductions, which are nade :penna.nent. Thus, the minimum 
standard deduction or lCM incate allOIN'a.Ilce is fixed at $1,700 for 

.. sinqle persons and $2,100 for couples filing joint returns. The 
percentage standard deduction is 16 percent of ad)ilsterl gross incorre 
wi.tlrthe maximum set at $2,400 for individuals and $2,800 for couples. 

These red.tl::tions differ fran your proposed deepened tax cuts which 
.. would.have eliminated the $35 per exellJpltioil.~~ ~t •. Cln4. earned 

in:xDe credi1;,but ~···~ 
·-·~ intr:oduced a higher :personal.exenption.~($l,OO.O..:versus the-~~~--~-~ .. 

$750 current level) 

- established a siirplified standard deduction. 

Tax Shelters 

The bill strengthens the tax treatnent of tax-shelter investments. 
Investors in oil and gas properties would be l.imited by the anount 

·:of .:their own capital "at fisk" in deducting losses. A recaptureCc.: -:.:.-:-:­
provision is irrp:::>sed when an oil or.:. gas property is sold .to prevent 

. excess prior_ deductions for intangible drilling expenses ·fran being 
used t:o convert ordinary in<::a:tl:! into ·capital-gains incare. Real 
estate investors will be required 't::Q caPitalize .and anortize cop.::_ __ 

. _ :st.nx.ti.on period interest and taxes. PhaSe-iii iul.es lncll.ld.e= post~ 
poning _any i.n:pact of this provision until 1981 for <.bvern~Ient assistecL 
lar .. inca:[e housing projects. "At risk" l.imitations are also provi.Ued 
for ~, IOOVie, and equiprent leasing tax shelters. 

These daanges are not those preferred . by the. AiJmi.nistrat;iqn.:~:a~ ~--~ '"'· . =-~ 
of ~g tax-shelter abuses, although they are roughly' in accord " c 

with t:m Administration's ob · ecti • . .. J . . . .. ye!S ... · ... - -·- .. " ' ' 

MininunTax 

'!he bill significantly expcinds the "minimum tax11 provision, which 
first entered the tax code in 1969. Un::ler current law, a 10 percent 
tax is applied to the sum of an individual's or corporationts tax 
prefen:mces .less a $30, 000 exenption and the . taxpayer,' s regular incane 
taxes. . ' ., ' . . 
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'--- ~itt·~-'l:he'-tal:e Of"'t.ftinint.ml"tax on 'itiCfi:v.i.Cli::BlS'Y:ttrnl.<rW~'""''""' .... -. ·~~ 
.... , ,. ,JR~t~~~-,~.f; pte.~~n to :t:;{le,.~ater ()~ ~10 ~9~· ~h,~~-~: ,, .. ,, 

· · · ~,." ' .. :-.2!;~~):3>;-f'equl:g.r'~--~~ NeW .. i?ref~ce~·J~.~~~pa~""~t:~;';::.';:; .. ·. ·-; 
to the base of the mi.ni.ImJm tax: a taxpayer's itemized deductions -- -
.:~ than ned:ical and casualty dedtlCtion$ -:- in excess of 60_ percent.~.: _ 

_ : ;. of.:adjust.e.d. gross .ina::me; intangible drilling· cbsts ,for: oirana. gaK.ili:. ~- .­
. ~s .. o:t: .. deductions if oostts .. ~;t;~.- C9Pitalized, and accelerp:t::ed.Jiwreo:-
ciitiad on all equipient leases. . ., 

-
The Mm.inistration opposed the concept of the mi.nimtm tax and had 

. ~sed Cl. :tax ·on "minirmlrn'taxable irlcc.too" and the co~~~ , --.-
·Limitations on Artificial !Dsses (IAL) as a n:eans of assuring greater· 
~~equi.J;y and l:educing the use of ~ preferences rather than taxing 

•· .:::-=- --,. :C;;!"the""'"exce-ss-ive·use·· bf'pr~~ee§"'1h the. aggregate~· 

Estate and Gift Taxes 

H.R. 10612 provides the first major refo:on of estate and gift·.taxes 
since 1941 by i.ncreasing substantially the anount the taxpayer may 
bequeath tax free. Currently, the estate tax exerrption is $60,000 
with a $30,000 exenptioo for lifetirce gi~ts. The enr6llecf :6fi"'' · 
catbines .. the .~te and. g;ift --~- exenptions and oonve;cts them into_ a 
stng:te· ·tax credit~ · The n~:r tln!"fiE:~cr ct.'Eiii t Will re equi vai.en.t:' w a · 
$120.,000 exenption in 1977 and to a $175,000 exenption after 5 years. 

:~· :~~age heirs to maintain and. operate family·. fi:ons·. or: closel:y:·::~a:::•::: . :':::·~ 
" : ~ .. :: ;~d::~inesses, a special valuation based on 11current:" ·ra.~ ,tbarfL:7C:"\l ':.n . ::'' 

"highest and best" use is made available, provided the estate's value 
is not thereby XJ;!duced by .nore than $500,000 and provided the property 
is held at least 15 years. SUch estates are also granted up· to iS· years· 
(instead of the current 10 years) to pay the estate tax, and the 
interest rate en the unpaid balance (up to $1 million) is lowered .. 

'·· fran the curreqt 7 percent to 4 percent. Any estate may be: granted 
.•• • c..' .• a J:o-year extension on its estate tax pay.rre:nt upon.a; showing:. of.:~·)\ ;.;c-:F; ~:}::7• '.!:.< ... )1~ ;;[ 

"reasonable cause" instead of t.he current requirerrent of. "undue hardship." 

,. 
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___ 'Dle~enm~led_:biU tightens _the ~ tre<:t~t. o.f~ ~tecLcapital:.-.- _.- :t .. ~ _,_ ~ "- "'-c~" · • 

~assetS. -Onder current law the basis of ~~!PIJ..~i.~ property_is se~. _·. 
;; _,. ~t~,:t;Pe;~'.s f$' marJce:t_ ~~u!§f;-)iO iric;l:~~~~;~):;!t~:,:~:~~f~~:.~t:0::0 ¥ • 

·.·' -~ "Siheecthe· as5et ·wa.s ·pur-c::nasea.- 'Thos;"th(f'Beifoft:en~gifts ... ""'·-· · ·· 
. Jfit.l:l a higher basis whi.ch reduces h,i~:~ ~~t . ~if9_t gai,ns tqx _ ___ ___ _ --

if he ever sells. H.R. 10612 ~li.~'=:eeg~nfii,l~:$f_~ ¥1::-.---~ -.­
·'1:9~:-a·lri:i.n.i.nibin basis of· $6b OO(J~·r· ~t:are.,.ana~:r-~~~-·-s-'tfia:t·an:---------.- · 

-- heir's:.tlasiS would be cmp~--~t:hew~i~=ay-~-~ue-""of"-tne::z"'~~-C­
property on DecerrDer 31, 1976, 2) the heir's share of the $60,000 
-~ basis or 3) the orig~ ~ pri(:_e. _ 

ry ~ ·;;,- ~"' ~ ..,..,., ......- -~•--. T:>t -~-'"<,....-ff""T,~ ~ : ~;Y"ll ~ ~-\< ... ~-~l!r ~· ~ -

"':!"iHally, the- enrollf;d bill -~ that nEM'ly ereatea: "generation__ -"-
"~~-·:.=CJ~~~ 'taxoo"htifexci~!:tiP-te- sistr;ocro-:ro£-t:ranster!t~-

Ietirenent Incare Credit 

-~·~~~ll simplifies am. na,kes.:llQre.._generous ~:.exi!;ting:·lS~r:::::.::;: 
ref4'enent incx::ne ~t ~4~e --Eo ·I?ersons· 6~ cmd. over~ ·--This. -- ·· - . 
prOVision allows earned i.ncal1e l:O-o€ eligible 'for the creai£"liiSteaa 

. ___ _g~ jus:t pensions and other reti:ret.rent-related incare., and thUS-would - ---- -------
aid retired persons with sene incaEe - frgn any source -- and 101111 

_, ._~:;security ~fits..-~The-~-ariDnnt oo:m:ic:h t:ne:~t,.:;;: .... ~:...: ... '"" -.. ,H ~~~=~- .. 
may be catpUted is raised for single persons (from $1,524 to $2,500), 
for couples filing joint retu:tns with only one spouse 65~ or oldsr -

. -""Jf;Q!l_~~,286_:to $2,500) and_fp_r._joj.nt .returns JYhere .. ooth....spOUsesJire 
p. •"~~:"~~~ (fi:OJll $3,048 ,.;t:R~.~4~~~:~;c_.~ .. · ~'' -~--·-.::.;.::;..;; .. --'-"'-· 

~ *- .-a·bft, t1a~."•'"''"~'-"' _.........,..,__w.::,...,.........,,..,_..,....__...,.._ 

-~:~~~-· . :.~ ~= ~~~f~~~~~~~t- '•. ~.-
: ~-betWeEm.-$-1;200 and $1, ?on ana. f)y:·a.tl----eam:tn9's-al::l0Ve ··$1;700, 

· . - · -'--iS'"i-e~m:==-- ·.The new credit ~Phases out for single ~perSOnS With iri~-·- --~- ------~­

--_.-~~:and for n:arri.ed ~~J'4th incc:m:f- ~$'1QjOOO;,:.:;":f'-;i..'':"'.::-..;;;::::::·:a 

-~: ::~~ ··....,' " · •;c·;7 ~-~-?,._: - :-~:::-:::2? ~:::- ~.n;; .. ,:::r:t~ .... 
''{1~~-~- ·-;,~··_,, · c ·-~~-·:~- ·,_.•:i,l.'·f~.o1JI,.._.,:·.••+<":. .,__, .. 7~~- ~,",..\ :"'{,..,, .. "to-;:,..~•-••,.> • ..:,.:;.- -::;:;~-o-~~- -

-~·_Fi;;~;;-:_IOt>.L-2-:e;:Onvert:s the 9xl'stfri~f'lt:aiii"zed~ 'ded.UCtion··rar:ChiiCr care~~~-- ~-: -.. --
-~ses to a 20 percent credit for child care costs . .and setS. a 
nmdnu:m .. credit of $400 for ohe child and $800 for two-or.rrom-children-. 
Since the credit is subtracted directly f:ran taxes owed, the benefit 
can be enjoyed by those who use the standard deduction and hence .are _ _ 

.. Ill)re, ~ly to be.in. tbe.l.ower i.Jlcare)::~J;ac]set., --~t:~~--:1;! -;.:;- .:::.::-!~-~::~:::..:;~, 
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8CJNever, UJ:1ljJte curz:ent ~-whi~ ~$ O~_:~:.;~g~~-?t.L~~-' :h.._ 
--inam& level above $35-,000 -and· ~s. that-ooth,~husband ald·>Wi.fe;;-

woxk full-t.ine, the enrolled bill rerroves the.~~--.limit_ and 
ext.enils the tax break to <DtJPles ~~ ~- ~u_:SELV.Urks R~:::ili.fe_, ____ _ 

~--~~,is--a~full-t.in:e student, an.t'l·to divorCEd or- separated pal:ents'ha:ving' 

6 

-·-·"c;rus_jody .Of a- cJ:ifld. In addi.4::;iga.,.--whi-leexisting law i>:r:eGludes-~"'·'--~- "-.;;; 
: ~~aed'Uctimlity of paynents to xelatives for child care, the bill- o:mtains­
. a.!'.grandma" clause which nakes ~ts to:relatives eli-gible-for the 
~t. • 

- .'illf! .. _illi~ttaticn has supported-~-exmcePt of -a tax~~b~~~ ~;;--.-- c.'" 
.. -:7_"--~~ts as! a nove towa.rd.sinplification, al:though it hasc~ressed~-.c:-~. 

opposition to rem:wal of the i.noone ceiling. -

~Jill.f':r~~ -~- p~;~~hi~~;·I~ ;iinitilh¥'~~~~: 
__ tQ exg].nre _rip_~1:o . $:LOO _ Qf ~~y __ pay _fl:Om_;income during_ extended~sick --'------"­

leave. .. An exclusion of--up .to $5,200 a yeax is -provi<led for-mtired·c' 
pez:SOris--~ age 65 who are -~tlyana totallydisabledi!hCMe~r,~-

---~-· c~- is"a .iJollar-for-dQJ 1 ar .mQuction. in, ,tl1e··va].ue..-Of .. this"exclusion 
~-- _,_ ~·: tc?--:FJFrS005-~w.tth :fncOnes in exa;;S''0£-$15 ;·ciao~ h,.... "'"'·- ··_~- .. A.,. ~~,-_,.,, ___ ~- --

_,...,..·-~-~- ---~-

~t--~--- ___ Qwital--~ losses 

lf•R.-10612 inCreaSes the dura:tim-·fdr holding an· asset.·morderto ;-":~±--:--.~ 

_ ::..:.-____ ~!i_:~=~fp_~_-·.~_~"ccJ:.T9 tenn -~-. ~ __ i:ta_ :_.1_.-,::t~~~~-~~-.m 6::~~~~~~I-1•_'-. 
- _-.emd~fiiiiil;hs. themaft;e.;r;. ~r.,. .. fo:r;: .. fanna:>m.tOdity.--fut.l.ll:es;;..-con~;. :~·::.;;;~--

--- ::.~: - . :tractscthe~th _period Will continue-:.;!Lb;.offset.: · 
·- -· · capi.tal-.-·~-:-'-treat:n:entr-tile-;:allowable-Gedootionc.ef•·~ital=closses~-~ .. -'--~---- -c::: -·.·.···~= 

~~}g~~7 ri~ -~~}~tP9~0 J::~:?~t99~~~?~;~~~~~~~~-~"'"~··· -~:.-

· ~ion ~£ 1975 ·Tax ~oos 

'lte enrolled bill canti.rnEs through 1977 the col:J::X)rate tax rate reductions 
and increasecr sU:rtax exeoption which were enacted by the 1975 Tax Ieiuction 
Act. '!he 10 percent invest:rrene-tax credit is extended to 1980 arid liberalized 

-_to all~:bus~ ·to offset cu:treitt i.nc:x>riil'with·unu5ed credits·'~:tmtt~prlo:r.: 
-~~··.years.:d:nstead of .. first using current year czedits as :-requi--red~~::- :::---" li <:~: 

-· existing law. 
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Min.innlm Tax _--. 

·. 7"'",·~ Along with . raising the .ltliliimitn- taX. on· indi vidtJal:s ,.: the bill .inCreaSeS the_ 
.i:tl.i.n.iJmm1 tax Q11 COt:pOrations _ _Iriin 10 to 15. percent -of:preference: incxme. -- - -~­
~t -law reduces the base of the corporate m:in:inulm tax by the greater_· 
o~·$30.,000 or :regular ta:xeS paid;;,_ 'nle bill :reduces- the $30-;ITOO- . :~~~' .. ·_ .,..,~,--- <· 

exenptian to $10, 000. No new: tax p:refe:Q:mCe _i ~- a:re added to the base 
of the m:ininun- tax for COJ:POmticns .. 

·~.II\ applying the new mi.ni.rm:nn :t:a,x_pl;A.Visions7 prefer:ent:ial.~ttrent.is 

-: .. ~~~~~:=~v:;m~~~~~'tc:!:e~~~-,;-· 
~-----:~:--..;r-

::::=~==·-= ''····· Offse~~TI5Ssea: . 

.. :: ,._;B::R;:::~~ts nest:·· b.:r~fni!s!lfsim"~~·fo:tWa:rxr·Ib~::~sdditi'i5ilal._j'6_,.,_;,r;,;_--: 
2 years to offset against incrlne. Ulder current law conpanies ma:y · • · 
,,~_l.y .. ~ back losses for~,..3._.:vears-and any :remrining, losse.s:;:cfo.rward ... , ... ;_,,, ··"--''"' · 

. . ~ for .5 yea,J,£8; i:'egulated transp(n:tiataefl:~iilesses are permitt.ee:='a~-:3:-year w.::::;~,.·.-i "tt: ;.•:: :... 
can:ybaCk and 7-year carryfm:ward benefit. Henceforth, nost conpanies 
will be pennitted a 3-year ~ack and 7-year canyfo:rward rule and 
regulated industrieS (transpOrtation firms) will have 3 years back 
and 9 years fm::ward. Alternatively, to avoid possible loss of invest­
n:ent_ tax credits and foreign tax credits a business ma:y, for any ·one 
~~.,. ~J.ect to ca.ny_ operati.r).g ~e£? fq~d -~Y .;in$,~~R~~ t~-t:-~ . 

. :. ~-them.~· ~·~ ' -- ....... - ~--~. _:~_:;:~;:·_ -_:·~:;::~.:-.. ~;~_·;:.:~_;::~:. , .. 

. " 
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Beginning in 1978, the rules are tightened on acquisition_ of unpro-' -: · 
fitable fil::ms by canpa.n.ies in search of losses to 'offset their 
P~i!S· As a special benefit-to life and o~~mutual· _izl:surmtce~.~''"_ ~: ~.,:;:~'r. ~ _ 

.··. t/t.~es~- l"lowever,c.the.pro~(jlf::in cu'r::Ten.t:'la'yfi.S li~~in.g-:"lr'!"':"::··~·- •,_ 
-•" t.he.~Ses. of nonlife insurance affiliates: to offSet parent canpany 

ina:me, but :thi.B·'benefit WilJ.-not~-begin for 5 ·yea.rs and is~~ __ .. ~ .. , 
;::;:;J.n .D.irer:.a~:~year pericd t.heit~.;;,;,;:~ ~- -' ' ..-,.; ''-'AI ;.:~=:::.;i;i·!_;z;-ii,_.ji_w;' ... • '., 

FOREIGN INCCME 
--

Reduction in DISC Benefits 

_ -~ enrolled bill reduces by ~~third existing bene-[~-~~- _ . _ · 
-___ );tu~t-carpanies to·defer-taxes·pn t1p tif:5o-~pe:t:Cen1:,_.of~~rf_:; __ .. 

- - ~·:-~-of a·,oorrest:tc Inte~fiOnal- sales·· Corporation (DISC} ;. -<the 
. . ~'- ,;..;._*,.;~-~~limits- tile DISC ~:t--te-=-eKpOrts -in- excess=-·6!1" 67"-~'":--"v~•.: . ,..~ 

-. of the' annUal average- •for the b3.se-period 1972. through 1975. After 
;1.97_9, this base period will be IIDved fo:tward one year at--a:~·-:·-- -_ ·-· · · 
~., military exports wi11 qualify for only· half-·t:ne -~a,r.:.o:tsc·•­
benefit • 

~ ---~ --.!l'he-Mministration has oonsisten.tly"'opposed ·any· cut:baek-m DISC 
_ ~fits, arguing that the fu1I beneEit is needed to encour~~-u.s_.-. 

~ ··.:: ... -~ --~ ~rt::i:;~ ---,... .. ---~. - .. _ --···· . ~ ~ ? .... ' •• ,;.._.,..,..-._·«;":~~~-~~ -~ -- . _:___ -- -- . ~ .. ~--- ~ 

International Boycott 

~,.;Ra..,,.l0.6J.2 -<ieni tax bene£~-~ ~whicw·~.::--...,....;;..,~,_,..::;:,..,_ 
···:· .. ,._-::~~~m.:~the::'Arab4x)y:~t of-Israel~;particl~~ wil~:l~~~::::;·-= ~;~~: -,. ~--~ 

---~: · ---~t:iOn:S~orthefr foreign ta.x'Ct-eclits,:·~aerei:ra1 or-+:.aXes~~on overs~· ~-- '-:-- -~ -- .:... 
· ·eariiliigs-;.·a.oo· DISC ·benefits related __ to .tile boycott,-~bu-t-will--l5Ef-" · 

. _ :pei'nlitted- to continue tQ enjoy tax benefits attr.ibu'Eed. to de:tt:)nst.f!ated 
. _ · -i1QriboYCott_a._cti vi ties in boycott o.?.\li:\'9:1-,e~~ A ~-will. be_ t;l~: 

·.o: ~,~.;;;7-itiji~.:'uJ>·,an'in~l::-~l.f~·l:-eia~~~.:~·-Jt;:::::.~~-

,~~ zefrain. fran -hiring eHployees'·OfFthe baSis ofT~~-,-~ ·f:;e .. - ... 
·.-,._ ·· religi'On~·;-'o:rrrace.'"'····r"'""-~---- -~;· " ·: / :r '· nc·~~ ·· -:.~_ -~ -~ "-·'"' '--'0 

• "'!' -··-·· 

-- refuse to go business with a Specified country (i.e. ;··"secOndary"­
boycott). 

~ refuse to do business with other countries which do busiriess · 
• ~~i"'- . . ·';:! ~~"'" ,, with •a --specified eo\ihtty :~~~. , "eertiilr:Y11 ~, ~&:Ytt)''~~ ..,.:, --~ r f!;:r:. , . 

. , 
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~ ' nxltct.s cn1:· by carriers not··cin'~'a'fiwintetftatic.tiaEoooottl· '"~ <J::;1.ti~~ p . . . . y .. . ... , .. , .. :~:.,:; .T' ~-, ., :· .•· ,: ... ·· ._,v: :.c:!J"L; ;,; .. 
'Ibis -ft!atm:e of the bill has ~ · sttcngly ~se'd.bf. Administration. 

·- ..;.:.: offieia:ls as an inappropriate feiieaY' to 'f;bell:t>ycdtt"'probieni; ~d::one - ~" :-.. - · -r - ·.. ·- ... ,.,. 

which will create severe foreign p:>licy difficulties .. in atten:pting-ta~>-- c:.:-:-.';--" 

enforce ... it •. Hhile the language in the enrolled bill is les~f punitive~ 
than proposed in the Senate version and nay, therefore, penni t nore 
lenient-administration of the neasure, the provisions will,. as Secret:aiY-··· 

. Sim:n ··bc.,m.5ibt;ed, "penalize naey business transactiohs in -:the Arab.world. ,_ ~' :c_ -~ 
-'··~uAieSS th~··Arabs nodify the t.oyeett:.~·l' : .. ~. -- .. :: "'-· -;....- .::~·-- ~- -· . 

___ ,.::::'-:·:·:::'"':": -~:::::..:::.:?.1- . - . .: . ... ---- . 
,.,. ~ 

~ ... ~--~~~',:~:._~:.: __ -~, ~·,-·-yy_ ·~- -,,.,....,.,.._,- ~-

. ·-

. ..;_ .. ...:'.lbe-::enmlled bill substantially revises existing law and adPs new: neasmes 
·c·ro·:;~~~on of ~earned::abroadd¥:-~iOanst(; ~-£~ 

•-:··1:n.clim ..... _ .. ,.. '" · ··:::';•-··'.:'72 ;·:"·'·;. · · · ·· · · • - .. - ·· -~ .,..-:..··· ••• 

- repeal of the option all<Ming oonpanies to conpute credit 
for iSynent of fOreign -t:aJ(es an a countty-by-count.I.y basis; --=~ : 

. ~for1::h, except for ~es doiJ?:g business in u.s.~ ... 
'··oo~~"·~~~~;~~s~a:Yc;~~~~:~~~ • .,.~li .. ·~:~.:~~;~,.·_-:..c..?~ .. :,z...:_:: 

-~-~·· .,~~-:_, ,~ .. ,, ..... --.- t:J:l'f.@l:f nore yea::rs-., c::o.tpOra.tieriS"~~..:tcr~=t:J:l.ei:tt ...... ..;;::;..:...~... .'C". ·:::: 

"creait fOr paynent~of '"f'c>ieig~f'=~m-=:an .:ovei:a:D;'mB;tS;~:;=::=-- u~:·:~-::;c::...""':,:::~,:-.. " . 

........,--~ ..... rathl!!tt' than per-muntty basi's; .. M:>reover, _-f~~<J't· l. ~~J!F'~~~-'"""-~~~·~",.:; 
~.,.,..,......----~~.red:gce u.s. ~~.~-~~-w.i-il-:hemaft:ea:;~~.Q~ .. =:: .. ;;;:__ 

to ·-recapture" in -later-yeai:S:.as""the·.-Opera.tim ~-:..:"£x K.:s =-~ .. ~~::;..::;~~ .. .:: .~ _ 

profitable, thereby ~in2_ ~low~le f9p3~gx:t .:tax ~ts • 
• ... .. _,_ ;-·- ,.._,.:..,.._"'*' -rt"'~--:;;...~":"~-· -~- _:.-; -~:""t·-:·,.:::.~--£_-·~~: -r~ -· ~;";;_·_ T;:.;...,.;;<"'<~ '"---.>t:::~ :::.·.:-·~-. -->,7·:-·=----~~,;;;·~-· 

· ··/~,.··:-~- a cUt. l:ladc to. 48 percent fronP"5tf~e:=-:i:.Ofr~.all~ 
for foreign taXES used to offset U.S. taxes payable on·· 
foreign oil and gas -extraCEron incone.;· •":~-~"""·::'c - ~~· ·~~"": ... .:-:~!::'~"""'"::::":E 
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The J\dministration generally supported these changes. ·--o · • --

In a nurrber of areas_ th~ enrolled bill tightens tax exemptions; 
· . ,. w;i.tl]holding . :i::ules I.: credits, ang· deguct;i.Qns to. discourage. furthe£~~;-:·-: 

.c ••• · .': ~ -- -t.aX-·:ibllse5 CK: tci -ciose ~certain ta-x 'j' 190Pb0les" • · Inportant ,pl:oyisiims. 
, :,•,c,,"'-''~---,tllls,..'Categol:y .. ·:o.c. . .. . .:;•• ,,~, .o .. :,- .-.-··c:;:;·~-c.; ·.•. - ' - .. '"-'- -· •·.. . - . ' .. -- ----~-- -

- tighten restr~cticns_ or(ded_uC-Efo&' _for .rent 1 utility bills, ... 
d·----- and·other expenses-attributed .to· an· office--at ·nooe .... -~_ . .;.::;:-.o'~-.. _-;,c:. ·ii·'· -,:;_::::.:..-:c.: 

-- --- ~ Deductions an!' allowetroi)ly-whefipart of the fione is used .-~.cc--~ :_- :.= ~~- --
--_.~:::::--=~:~·--= exclusively and regularly as the taxpayer's principal place~-
· of })usiness or for rreeting clients, patients, or cust<::tters · · · 

.-.---- -in the nonnal course of business. DedUctions may• not exceed2 : · :~:-::·-----C.-
- --- ~ anotmt of_ :i..ncaie ~by the business conducted at~··'-

:?'C~?-::·:~~~:~·_:~:-:~eLbiJSifieSs•-Ja:?{Siof:~i~~i\ions.'.to·:deab&e~~~~-r?:·'':·._ . 
. ····· ·· ~- · ·- for no nore than two foreign· conventions attended per year · 

and limit deductiom for neals, hotels, and other ~es_ , ------------ .. _ ... _ . __ . 
- : te.:eie applicable foreign -Per dian~allowanee--qiven~-U.-S-;~'- -----' --C~----- -

~ - -- --

· governnent enployees. ·- Current--law generally-does not limi:t~ ····--·--. 
-~- "~"-: .::.~~-~ deductible expenses or the number of £oreign ·conventions ~·~'N"~":'· -"-·-~--~-

which ma.y be attended. 

-- disallow business. deducti:ons:·in excess-of :rental ina::tne--fo~;":~~.:::··- ~~7 --, - :..•-- ·:·--

.. ~,~::;:~~~~c;!c~~~i:~~~!f~~~~~":i~_c: =ftc--: 
.·, of the ~ys it was rented out. If thec:.vacation-,haoo~is .•.x. ;:: ·:;-;5 '/~:cc:;cL. 

~r,.::r.;:,:.;;.; .. ~ .;;;;;...;; .-J:etl~ __ gyt f.Qr ~e.~~ .~ ~~ days .. per ·year:,::flo!.~:!fieE!a i)e.r~~ p:::4: ..• ~3'"-..- 7'.1fj~ 
-~reported~ but rx> busmess_.deductionS ma.y~-~ alciined .. -:;.,; ,:"·~·~-- .. ~-~:~ .. -·~--- ... :IC·_ •• ~ 

- require .i.ninediate ~ withholding of 20 percent of race · 
track winnings of no:re than $10001 of state lotte:ry payoffs 
over $5000 1 and of any other gambling winnings- over $1000- "-:.:.. · 

·'·" ... ~-~· .,·~~~'od:~.:~~~~~i;_~_$¢~~~kin0t~s·;·~~~~~~~-f;n~:;:;!1:~~~~~·;_ .. 
. reqll1ro;;;u.,..u. • 

. . iJ ...... , • 
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change the treatrrent of qualified stock options·issued-to· · · · ··· .. ,,,. . 
.:c:-;.:_;;;.c;"'." key oorporate. rersomel by~va.l1rfipg::-~opti.~~~:;,..;_.; .. ,-:-:::~ ::;;::_:~ 

______ -~ ·"'""i.ncone rather than capital ga.inss~~;::· If~-~:..if?l.~;t;c..~\iJiih..;l,:-:-'~d-;+~<!::. 
camot be det.ermined at the. t.:ine of issuance, the· increase _ · 
in the stock's price over the option price will be true:i 

··-··--.. _as ordinal:y inoone when the opticn.i,s.exercised. -~-c... - c---..c -~>-~-
--· :;;_,..·- .. ~ ·- -- ~ 

-'1:.!'-" ...__tc .. ,...,.~--"'" _':_ ____ ~-;·,~~·· ~- .. ~-~ ! 

... -.: broaden the prohi.bj,.tion OJ:l,-:f:J;ler~~~~9~~; 
·••.app:reciated .. property to. ~ .. .or swap funds..establis.ba<l,.~ ..... ....,. 

c ::.~-~· :C"'. __ a$ __ ~rslrips ·.and. trusts-•.... Cl:lrrent -latr.£.tl::ready .. :fol::b£lis:.~.,- .. ·~.::;;~,-~:...::::::.··· 

~~·""'=-'i-•.:-•.·;,,,.taJc-,~transfers ta::e~_s5~~~~~-

:~:::,':~-~--:-:f lh&..-2rJ..6fili2·-also liberalizes::.o.'l::hef:?~~lit'Orisiollir~cr~:G>E·I~l:leW5r.:'Vi£l-?r5 ~ 
or-~ded "tax breaks" · 

-~~'!Rlatlge tle existing ded.l.:cti:on-·for al.i.nony pa.yJ.tents fratr · c. • . - __ .... 

· ..,..:..··"-·"-;-::.:_":aD :i t:emi:zed. ·-dedtx:tion ·t:cJ>-a ~t:::i:o.rr-fl':an- g.I.'OSS''ineorre~~·::::'""'..:::..,...,....,-·-·-··;, ... ,.", · ----"C::"'"" <• 

so-called "above-the-line deduction.- thus naking it avail:­
able to t:a.Jq;>a.yers who use the cSta:r1EJal;d-deduction~ 

.. - ;.;~,.::~:::.,~:-~ ~-~pel:'lliment t:h.e..:curmnt:·~~"-~ 
;_:;r- -tD~-Oit .Iecerrber 31-,.:.197~ ~.;;.4:.:he~t~"fol:iii~~~:. Z£·-:~::::c :-: . 

... ~~,"""-- -~ .. ;iPdivi:dt:lals·~d -ce:rpora;tiq:s~~~~·jj~rS:~henk;i~~w;..-.,d:~ .. 'f.jj;,-?..::~:2:~,. 
~_,].· ts ... · .• _ .. , ..... ~- .. - ~----
~~ ---.Y~'~:""-'""'" -·-~----"'""-· 

- provide for the tax-f~ treat;,nent:Q£::tbe,·.p:r.emi.mtS..ti!IDd:::: -"- _ . 
· serviees' .of~loyee q.ro\lp-.prepa±cti:dega:lf'~:r:-i;t~ -~~:i 6· 'l:6Kia ~ t:::.:.~:..~a­
placing::g:roup legal insurance ~on the sane footirig as: .. g:tO\lp" ·""'. "-"·-·"c.~··c· 
Iredical>~an-ee. :._{~:-_...;. ~.:;:.:c~·.;;. -~~~r~~~~::---~':,.. ·-.~~ ~. 

,-,..-: -::.1>!:; -;~~ ~~ _. '>:-:::.~~-: •' .;; .. -:.'_- : __ .;~~ ~t ·:~~6_/~" :i1;~ r~:z:~;(~,~~.:-.-. n·t~:fo£tl '!~·-__ ~ :::·:·r: ~~ ·~ 
- . ..inc:rease :the dedu:::tion,_for -HD~.axpensas..:::.fJ:gm;$2::rSO.O..~ :~;:;;.:,_,~~ .. >'i•::'<.c:::.- ~ 
to $3,000, ingluding.hQuse-hunting. and house-selling., and. 
decrease the mini.mnn distance one must nove to qualify for -

_ the deduction fn::m 50 to 35 miles. 
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- enoou:rage the acquisition and rehab,j.litationof certified, ---·---·~-'-·•··:.. ---... -· 
···· -_ · _ llistoric structures by permi ttj.ng __ faster .depreciation than _ _ ~"-":~~· -~ "'-~-- ~ -­

~-.::;..;. . ---~<'at· present while denyiiig-:-taX·-aavantages"to=tfiose ~Who'1Em:>1isJi"·:-:_"' -~ .. 
_ -~---s¢11 buildings. -- ·- - · · · · .- - -- -- · ·-

-- incirease from $20 ,ooo n:, $35:;1ffib' B1e~'Ei~ius:l.Ori for· capitaL~ ' 
:~<' -.. -~ 
-~_;"':"':"""""'~~ '~ - ~ ----.-:~--- -:--~-OI! t;he sale.. of .a_:OOuse.b¥ .. a ~~J;-O~~ 65.; -~- --.::0.; .. - .•. - '_;.j_~ir'~,;---~ 

.. ! -------- ~-~---__ --, __ ------~--- """------------ __ - -~;-·· ::;;:.-.-~ --
4 ~- . , ~ ~- -- . . . .~ ··--.. ' __ ;.., ,..,_ ::: ~-~~_ ...... -..- -~~-::..:~:_.-- "" ·_ ..::. -- . -

~~~11:00-bill contains ~~--l)~;::~o~--te~~!: -P~~-~~~~-~~ --'--~_ :::-----f-;. 'i·;il 
' "i 

j 
J 

- j 

- Witif.'l::it:X si.tfplification-and~~st:ratite "refcinri. Inter- a!"ia these· --- --"- -- ~~- _ 
-proviSions --

- . 
- establish addi tiOna.! rules for the disclosure of tax retums -''- ~ -
and return infornaticn and for-public- inspeeticn·· of Internal -- -

----~-~~ue_ Service private le.tter..IW.inga after Nc>venber lr--~976-.--~_ --. -------_ -- · ··--

..._. penni t State and locai. _ g6Yernnents _tO use cBee±ai: seiSliafy -~ _ _:_::_ ~ ~-"_:;__._~-~-----~ -
acx:ount numbers- for identifying individuals- in adinitlisteting 

-, __ :2~:;;-''~~-~--~-· ~~~~~-welJ~e, noto:a:;c,~~:::~~.:~~-~:.:ti~.W9d:~1•_~T:=-::_· -~-~~~":"_:;_~~~:-"---:~-
- . ··--·~ "~-+~~- ,·-- ··:_--~ -~;::-.:;~_~-;' ~---:_~----"'"" ,. 

-~t:e · :f~dera!- wrtiihc>rarfi?~of'-'stA~:·~~ ~s·:~£G~~~~~--;c'·~ 
of' the military, and withholding"ofState·ana local ilioone- --- -- -·- -
taxes fran the pay of Natia1al Guard and Ieserve ~1': "'~"~~- --- ~ · 

-~~ 

..,..,:-~,1 ... "'7: -: 1: ~~---: :;.-;~_,.. . ....-,.:~ 
. ·- ·- -----

...;.. provide sinplified tabl:es for t.aXpayer -\;IS_e · iii c6rrPut.l:iig tax -· 
liabilities); ·· ·· · · - - · ' ---· ·. . · ·- ·· · · 

Included below are the views of those agencies which have strong -- - <:·· .. --

: ~servations about specific provisions of H.R. l0612:~altnough,i on·I,:-; -', :, '" ~ ·,, '--. 
bal.c:mce, no agency reCOIIIleilds withholding approvarof"the~bill~:,.~,._; ·-:-::c:..,~:·.'~u -
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'lb§_·~Partnen:t c:loes ootooject~to a:[~>roru·ara~R~-lo612;- iil.~--it~ -­
soon l.ntends to submit for legislative· clearance proposals ·to·oon:ect • 
problens pe:rceived with two provisions in the bill. 

ifni believe~ that sectioo 1202ia) ,~which prohibits. th~ .disclesUJ:"&-to .. 
~--Jrederal--a~es-of tax ret~retum"d:nfermation·excepttas·:···,-:~·.::.·:''-~·=-~'·-~~-_.,,--; 
$pecificall:y: .. authorized, will adversely affect ongoing~ sta;ti~ti-cal,.;apd 
research efforts of the SociaLSecuritt-Admi.nistratd.on and.d:he National c-'-· 

-~::c.Institutefg~c.CX;cupaticnal· ScJ.~:~Heaith:~~~::~~e-tlji-s:~~-;-. -
.. · :. -~;.ptov.i.sion-would·· probably preei~ 1:11~"' di.sclos\.ifEt" of· ~yej?':fuail"ihg- -::: • - -~ . 

. add:t.e$ses to the Office of Educatioo for its oollection activities in; - --" 
oonnection with defaulted student"·.loans. · -··· 

~ IR ~on, the Depart::nent, ih itS ·vi~ letter, -objects to SectiorL ~':, 
· --~1407 .(e) which -would eXer!pt Wi.t:hlli::>l,~_<J-9f--:sbcia1:~seCUri.cy~.~-F:r0nL~ ·­

:fisber.R:en~:enployed on boats -with··-te:f'Fnan·•c~.::er -less·wno·:rece±~their--:..o 
.·pay ·as"part of the catch. 'n"le..·Depa.rtnent asserts that thm'~provisi·orr­
raises questicns about the status of these fisherrren (i.e., are they 
self..-enployed or enployees of •others) , is disadvantaEjeOus-wcthem- (they 

·: ;may J:;e subject· to social security contributionS at .the higher -sel£-'--. -- -'- -­
- ~-::c --enplQYnent rate) a.r:d-woald reSUlJtd.n -.a revenue· loss"'t:o•;.~SOciai;.. 

security trust fund,. :;;:;.:·•::: : .. : . -- . :;:.-,~ . 

' r' -

~--. -. ~~ -~· 

·-:··~-- .• AIWti9h: expressing :sefious reserva:tioriS ~a]j)ut . . 
. ·:.Of;,U~:-lll6l2, Justice decli.nes::to. nake a-c~nmandatien:'onc::w~~'t:h.e''~(C,gr·E~l(:~>:.-~· 

bill. $00uld be approved and defers instead to tne- Tl:easu:ty-~t.c;: t: -· 

· T.O: 1.,..,. . • '··: • concerned' ;..,..__ • . . 1202 l . • . • ' . . . . . . ,_,_-,;_ ~::-. .m::H, Justice l.S ~c:u.A.Jut section.. . ,s~ ·-rest:ricti<::xnsr:on:;<::c:·:.•. ~f:, 
.making tax info:rmation available to other federal agencieS· .. - -'Ihese::'"­
z:estrlctions will, in Justice.'.~.v!ew, "seriously inpede the l;lTli'B.veling 

-_of Whii:EF'oollar, official ccirn;ption. and organized criire cases :and-:: . 
will increase the difficulty of bringing narootics traffickers to,~' 
justice." 

'i:-<.~- ~':~uos is V,i~ as 'baV±fit_t~~eqria1ly~a&1e&e·l~'ft\s:~ et?".>} 
· .--., :foreenent ·and: faX' a.drninfSt.ratibn•'efforts. ·:''.£hiS -seelfl:~ts·'·a-'.--'--.'" 

: ta:x:payeJ; to. seek an injunction in the oourts to bl~ a:subpoena of the -·­
records of third parties even though the taJq?ayer has: no legally:-: 
protectable interest in such records. In Justice • s view, inoone tax -
investigations of organized cri.ne and white-oollar crirre will~ be j,.npeded . 

' . 

•. :be9a'll$e::I.Ra.IlY: .thi.n'i party recorel!l; .. would be available-only-after ext:ended ::>:;;;.,: .:.:,r.>Je 
. litigation. •.• " and not tmtil the statute of limitations-on proseouting J 

such criires has taken effect. 



1he ~t's ~concern~ witli the first p:t6visiO'n ..;;;. repea.f~ef the ex­
~ __ cl.usicti~rcl.n_gross inoone of~-c::orrb<it~!ate<!ilis~J.~tyL~~-~~-=:-~~--- ~---~---- ~­
·~- f_Qr ~of the~ anred fo:rc~mcwrK:f-enrer on dt.ity aftel:':~~r~-~4;:-,- ~'~-, ~~-~·-""' 

-;>e,-;:;;~19YS'-'~...: 'ti.'S'"'~~BiT- the-- ·difftiS&HE ~~-Ere~:e:·tlia.:c: wil-T~~~aeae:~:I:",=l:,-L..._ 
~-~ tcf~ 'Wh&-- maj be siin:ilarly sffuated" but ha've diffen~n-tr""'&i£rancle· ':::'~~ ·c-~:~ 

ai~~dut:.y __ da~~·- lbwever, ~fe:flSe,··aefcilL.to.tl'lS:::judgm:m-t:~)'f.:Q:>ngi.e8s~:.on-:::· --·~- -- ------- ·-
-f:liiS--lssue. --- - - .,-_"·'---;; __ ~_:.:___-c-:o>--~- ~ 
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-. 
'lba .. I'IC.ccvoting procedures provisicn.xequ:ires that, in the .. ewntJ:the:. .. 1 c •••. :- c.~Kl.._, 

... ~(QiJ!~§S~gners voting on.a ~J;iqp.,.p-t= __ ~rt;.,d.p3~.are,.~w .:.., .. ~~··::'n: '"~­
di.Y:Looo and <Hie PI:esiamt decllnes 'to' a~pt. tne-: Vfews 'Of. eithergrofip,'"' .... , ~--
then- the·Cong:ress. can, by ooncU:rrent·:.resol'UE.lon;: aesigp.ate the:·views-­

..• o~_:~-~::-groQJ?. o.; Conm:i..$si.Ql1~~~.,.;-~ J:'J;C~p,S~::{:.~'~~,.~.:·.~ 
~-~j-;1~.;<==~~ :ane:s~~.~~~,Jo~~~"'pf~r~ •. :;'!:·2:.~,~·:..:..~:: ... 

-..z . -.---~·~ . 

Uoder CJ,U"rent law, J:he.._P..resiOen.t's .. detenni.nation on inport relief cases 
-... -~""'~ ~dden by g:ncunen~ressliiticn Oilly :if his del:ezm-inatHxr.:.. ~:-~_,_ ·,- J .-: 
~~-~ ·:the dete. • •C ~·~ ;J.: - .. , .. ~. _.. ··.···'t.~~*.,;.,.,; · --~· '··· .-~ -.:. ~: .. ~~- _ nm.nation::;: --~---~ . _g jlte,.Jta:;ao~ty ,(,) .·::: , ~~~w~c:liUC:.~ 

f\~Zbt;·,.;pmrif3t¢rts:.:for'Q:mgre~~l··•~m&--;;£-Execfu:tiW'~~i~~~~~ 
.. ' . a. £i_om;.~-a:nt:aihed il'r1:>~~Ee~:·-=-:-'oolisia.eied:..lJ.i_.,::tiii:S.'COO--~- s:~---~ 

~--·~;~=:~:~of legislative;~C!lnfe~ilil-:~~-~~:am;.~- u-

·::::~-Vii:ew '· uncol1S.titutianal· ~~is~-with:tbe.::P~~lt:r.::-o"'.f-::? :.:= 
·separation- of pc:Mers, and shcul:c)ml:nally f5e opfiOSed';; · rn-~pjesent.: · .. 
case, b:::lwever, the effect--of this new provision is to expand congressional 
veta p<::Mer already entxxiied in·.the·Trade l!.ct of 1974.c Accordingly# 

~~""~ally>,;in. viewgf the~ral.l~rleskabili:ty of lL& 10612; .. WI:.;l.;"d9:~Jl()t 
l:::~lJ;eve th~-p,:J;OVisian warran~~oval •.... "; _ .:·: · .. .-~:.:~~-.: -~:::;:· ~",.:;:::::::···,··--· 

- ·- .. ~-- ~~ ~ - ... ... ··~- -~ --- -- ---- - -·- -~-

~----±i&':; ___ ~~~?t~ 
_;.fl''''''!t-

;. ;; 



Ievenue Inpact 

of 

Administration Tax Proposals 
oarpared with 
H.R. 10612 

(in billions of dollars) 

1977 1978 1979 1980 1981 . 

I. Mrrlnistration Proposals 

Tax Red"lctions 
(as estimated in the Mid­
session Review of the 1977 
Budget, July 16, 1976) 

-24.8 -32.6 -34.6 -36.7 -38.9. 

Tax Refonn 

.M:i..n.:inun taxable incx::ne .4 .s .s .6 .6 
Capital gains .1 - .6 - .9 - 1.1 - 1.2 
Ibte insulation credit -:. .3 - .3 - .3 
Sick_pay and disability .• 3 .3 .4 .4 .4 -

"Repeal 30% foreign withholding .2 .4 .4 .4 .s ~) 

Retirenent .3 .3 .3 .3 .3 
. ~- ~~.incx::ne tax changes - .. ;.1 .1 .1 - .2 .2~~: 

Subtotal-individual arrl * - .8 - .8 - .6 - .6 
co1:p0rate incx::ne tax 

Estate and gift tax - .1 - 1.1 - 1.5 - 2.0 - 2.5 

'lbtal - .1 - 1.9 - 2.3 - 2.6 - 3.2 

Grand Total -24.9 -34.5 -36.9 -39.3 -42.1 

II. H.R. 10612 

Extension of Tax CUts · . -17. 3 -13. 8 - 8. 0 - 8. 3 - 7. 2 
(il)cluding outlay portion_ 
of the earned incx::ne credit) 

Tax Refonn 

Tax shelters .• 4 .4 .5 .5 .5 
M:i.ninuin and naximum tax 1.1 1.3 1.5 1.6 1.8 
Tax sinplifieation - .4 - .4 - .5 - .5 ·- ... .5 
Business-related individual .2 .2 .3 .3 .3 

incare tax provisions 
Olan~ in the treatnent of~ ..... 2 .1 .2 .2 .2 .., 

foreign incx::ne 
Anendnents· affecti.D.g ·DISC ~- .s .6 .6 .6 .7 
other _i.ncare tax changes -. ,.3 - .4 - .5 - .6 - .6 -

Subtotal-individual and 1.6 1.7 2.0 2.1 2.5 
corporate tax ,,. 

Estate and gift tax .7 - .9 - 1.1 - 1.4 

Total 1,.6 1._0 1.1 1.1 1.0 

Grand Total -15.7 -12.8 - 6.9 - 7.2 - 6.2 ., . 

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

. -~ 




