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MISCELLANEOUS TAX BILLS

-MONDAY, FEBRUARY 23, 1981

U.S. SMATE,"SuBcoMMrE ON TAXATON AND DBT- MANAomMT,
COMMITrEE ON FINANCE,

- Washingon D.C.
The subcommittee met, pursuant to notice, at 10 am., kin room

.2221, Dirksen. Senate Office Building, Hon. .Bob Packwood (chair-
man of the. subcommittee) presiding.
• Present: Senators Packwood, Durenberfer, Byrd, and Armstrong.

[Theconmitteepress release armouncing this-hearing; the bills
S. 818S. 239, S. 452; the summary' of these bills; and the opening
statement of Chairman 'Dole follow:]

(1)
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Press Release #81-106

PRES8 RELEASE

FOR J JSEDIATE RELEASE
February 12, 1981

Cowl"-EE ON FINJAC
UNITED STATES SENATS
Subcommittee on Taxation and

Debt Management
2227 DLrkoen Senate Office Bldg.

FINANCE SUBCOWNITTSE ON TAXATION AND DEBT MNAN EMU(
SETS HEARING ON MISCRLABOUS TAX BILLS

S*Mtor Bob Packwood, Chair0an of the Subcommittee on Taxa-
tion and Debt Management of the Senate Committee on Finance announced
t6day that the Subcommittee will hold a hearir on February 23 2981
on miscellaneous tax bills. 1

The hearing vil begin at 10:00 a.m. in Rgom 2221 of the
Dirksen Senate Office Building.

The following pieces ot legislation of general application
will be considered on February 23, 1901.

S. 31 -- Introduced by Senator Armstrong for himself and
others. Would remove certain limitations on
deductibility of business expenses related to
residences, including repeal of the restrictqn*
on family rentals, use of the home as a second
place of business and certain definitional rule-
as to when a residence is used for personal
purposes.

S. 239

S. 452

Introduced by Senator ourenberger for himself and
others. Would provide an Individual tax credit
for the purchase of commuter vans, an exclusion
from income of employees for certain employer
furnished transportation and certain tax credlits
for purchase of commuter vans and operation of
employee ride programs.

Introduced by Senator Boren. Would exclude from
tax as ordinary income gain realized on the sale
of stock of a corporation with respect to earn-
ings and profits accrued during a year in whici
such corporation was not a foreign investment
company.



Witnesses who desire to testify at the hearing on Februarv
.24, 1981 must submit a written request to Robert X. Lighthiser, Chie'
Counsel, COMMIttes on Finance, Room 2227 Dirkuen Senate Office Builling,
Washington, "D.C. 20510, by no later than the close of business on
February 18, 1981.

Legislative Reorganization Act. -- Senator Paokwood stateJ
that the Legislative Reorganization Act of 1946, as amended roquikrs
all witnesses appearing before the Comittees of Congress "to file
in advance written statements of their proposed testimony, and to,
limit their oral presentations to brief suub!aries of their argumen..,

.. Witnesses scheduled to testify should comply with the follow-
ing r ulest

(1) A copy of the statement must be filed by noon the dAy
before the day-the witness is scheduled to testify.

(2) All witnesses must include with their written statement
a sumary of the principal points included in the state-
Sent,

(3) The written statements must be typed on letter-site
p e!r.Anot legal size) and at least 100 copies must
bsumitted by the close of business the day before -

the witness is scheduled to testify.

(4) Witnemesshould not read their written statements to
the Subcomttee, but ought insated to conflne their
oral presentations to a summary of the points Inc!' ed
in the statement.

Written statements. -- Witnesses who are not scheduled to
make an oral: presentation, and others who desire to present their views
to the Subcomittee, are urged to prepare a written statement for sub-
mission and inclusion in the printed record on the hearings. These
written statements should be typewritten, not more than 25 double-
spaced pages in length, and mailed with five (5) copies to Robert Z.
Lighthiser, Chief Counsel, Committee on Finance, Room 2227, Dirksen
Senate Office Building, Washington, D.C. 20510, not later than Tuesday,
Marcl 10, 1961. .

P.R. #81-106
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To amend the Internal Revenue Code o 1954 with respect to the deduction of
certain expenses in connection with the business use of homes and the rental
of residences to family members, and for other purposes.

IN THE SENATE OF THE UNITED STATES
JAN URY 5, 1981

Mr. AKMYONO (for himself, Mr. DoLe, Mr. BO3BN, Mr. MATHas, Mr. GOLD-
wATz3, and Mr. Bxow) introdped the following bill; which was read twice
a referred to the Committee on Fic

A BILL
To amend the Internal Revenue Code of 1954 with respect to

the deducton of certain expenses in connection with the
business use of homes and the rental of residences to family
members, and for other purposes.

I Be ii enacted by the Senate and Hou" of Representa-

2 tims of the United State of Amrica in Cong aembd

8 8EriON 1. AMENDMENT OF SEMtION SWA.

4 (a) Buswness Us. oF Hom.-Subparagrph (A) of

5 section 280A(oXl) of the Internal Revenue Code of 1954 (re-

6 ing to certain business use) is amended to read as follows:



5

2

1 "(A) a principal place of business for any

2 trade or business of the taxpayer,".

3 (b) USE OF RESIDENCE By FAMILY MEMBEBR.-Sub-

4 section (d) of section 280A of such Code (relating to use as

5 residence) is amended-

6 (1) by striking out ", or by any member of the

7 family (as defined in section 267(cX4)) of the taxpayer

8 or such other person" in paragraph (2), and

9 (2) by striking out "to a person other than a

10 member of the family (as defined in section 267(c)(4))

11 of the taxpayer" in'paragraph (3).

.12 (c) REPAIR AND MAINTENANCE OF DWELLING

18 UMT.-Notwithstanding any ruling, proposed regulation, or

.14 regulation to the contrary, a dwelling unit shall not be treat-

15 ed as used by the taxpayer for personal purposes under sec-

16 tion 280A on a day on which the taxpayer is engaged in
)

17 repair or maintenance work on the dwelling unit on a sub-

18 stantially full-time basis because other individuals on the

19 premises on that day who are capable of working do not

20 work on the unit on a substantially full-time basis.

21 SEC. 2. APPLICATION OF SECTION i.

22 The amendments made by subsections (a) and (b) of sec-

23 tion 1 of this Act and subsection (c) of such section shall

24 apply with respect to all taxable years to which section 280A

25 of the Internal Revenue Code cf 1954 applies.

0
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97TH CONGRESS
1ST SBS8ION S,239

To Amend the Internal Revenue Code of 1954 to provide a credit against income
tax for the purchase of a commuter highway vehicle, to exclude from gross
income certain amounts received in connection with the provision of alterna-
tive commuter transportation, to provide employers a credit against tax for
costs incurred in ride-sharing programs, and for other purposes.

IN THE SENATE OF THE UNITED STATES
JANmARY 22 (legislative day, JANUARY 5), 1981

Mr. DuRBNsz3oua (for himself, Mr. Psacy, Mr. BBNTSEN, Mr. HAYAKAWA,
Mr. PELL, Mr. TSONGAS, Mr. HATFIELD, Mr. HEPLIN, Mr. ANDBBWS, Mr.
MATIAS, Mr. SPBOT'R, and Mr. SASSBB) introduced the following bill;
which was read twice and referred to the Committee on Finance

A BILL
To amend the Internal Revenue Code of 1954 to provide a

credit against income tax for the purchase of a- 'commuter
highway vehicle, to exclude from. gross income certain
amounts received in connection with the provision of alter-

native commuter transportation, to provide employers a

credit against tax for costs incurred in ride-sharing pro-

grams, and for other purposes.

I Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congres*8 ,ssmbled,
1'
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1 SECTION 1. SHORT TITLE; AMENDMENT OF 1954 CODE: TABLE

2 OF CONTENTS.

3 (a) SHORT TITLE.-This Act may be cited as the

4 "Commuter Transportation Energy Efficiency Act of 1981".

5 (b) AMENDMENT OF 1954 CODE.-Except as otherwise

6 expressly provided, whenever in this Act an amendment or

7 repeal is expressed in terms of an amendment to, or repeal of,

8 a section or other provision, the reference shall be considered

9 to be made to a section or other provision of the Internal

10 Revenue Code of 1954.

11 (c) TABLE OF CONTENTS.-

Sec. 1. Short title; amendment of 1954 Code; table of contents.

TITLE I-INDIVIDUAL INCOME TAX CREDIT

See. 101. Providing a 15 percent individual income tax credit.
See. 102. Effective date.

TITLE 11-EXCLUSION OF QUALIFIED TRANSPORTATION INCOME
FROM GROSS INCOME

See. 201. Qualified transportation excluded from gross income.
See. 202. Income from operation of transportation pools.
See. 208. Effective date.

TITLE rI-BUSINESS ENERGY INVESTMENT CREDIT

Sec.- 301. Providing a 20 percent business investment credit.
Sec. 302. Investment credit not restricted to employers.
Sec. 808. Driver incentive mileage.
See. 304. Effective date.

TITLE IV-EMPLOYERS TAX CREDIT FOR QUALIFIED RIDE-SHARING
PROGRAMS

See. 401. Providing a tax credit for qualified ride-sharing programs.
See. 402. Effective date.

L 300-b
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TITLE V-OASOLINE TAX DEDUCTION

Se. 501. Providing for a deduction for qualified motor fuel taxes.
Se. 502. Definition of qualified motor fuel taxes.
Sec. 508. Effective date.

1 TITLE- I-INDIVIDUAL INCOME
2 TAX CREDIT
3 SEC. 101. PROVIDING A 16 PERCENT INDIVIDUAL INCOME TAX

4 CREDIT.

5 Subpart A of part IV of subchapter A of chapter 1 (re-

6 lating to credits allowable) is amended by-

7 (a) inserting before section 45 the following new

8 section:

9 "S2C. "F. COMMUTER HIGhWAY VEHICLE.

10 "(a) GBNEi.AL RuL.-In the case of an individual,

11 there shall be allowed as a credit against the tax imposed by

12 this chapter for the taxable year an amount equal to 15 per-

13 cent of the cost to the taxpayer to acquire a qualified com-

14 muter highway vehicle.

15 "(b) LIMTATIONS.-

16 "(1) APPLICATION WITH OTHER GBEDITs.-The

17 credit allowed by subsection (a) shall not exceed the

18 tax imposed by this chapter for the taxable year, re-

19 duced by the credits allowable under a section of this

20 part having a lower number or letter designation than

21 this section, other than credits allowable by sections

22 31, 39, and 43.

& US8-b
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1 "(2) JOINT ACQUIITIo.-If any qualified corn-

2 muter highway vehicle is jointly acquired by 2 or more

3 individuals, the amount allowable as a credit for the

4 taxable year shall be apportioned among such individ-

5 uals on the basis of their respective shares of the cost.

6 "(c) 3-YEAR USE REQUIREMENT.-

7 "(1) IN GENERL.-If, during the 3-year period

8 beginning on the date of acquisition of any qualified

9 commuter highway vehicle, the taxpayer-

10 "(A) disposes of siwh vehicle, or

11 "(B otherwise ceases to use such vehicle as

12 a qualified commuter highway vehicle,

13 then the tax under this chapter for the taxable year in

14 which' such cessation or disposition occurs shall be in-

15 creased by an amount.,.equal . to the amount of the

16 credit allowed under subsection (a.with respect to such

17 vehicle.

18 "(2) SUBSECTION NOT TO APPLY.-Paragraph (1)

19 shall not apply to a disposition by reason of death.

20 "(3) DETERMINATION OF QTHER CBEDITS.-Any

21 increase in tax under subsection (a) for any taxable

22 year sh~ll not be treated as tax imposed by this chap-

23 ter for purposes of determining the. amount of any

24 credit allowable under this subpart for such year.

SI U&81-b
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1 "(d) QUALIFIBD COMMUTERB HIGHWAY VBHIOLB DB-

2 FINBD.-For purposes of this section-

3 "(1) IN OEmNEAL.-The term 'qualified commuter

4 highway vehicle' means a highway vehicle-

5 "(A) the seating capacity of which is at least

6 8 adults (not including the driver)..

7 "(B) at least 50 percent of the mileage use

8 of which can reasonably be expected to be-

9 "(i) for purposes of transporting individ-

10 uals between their residences or gathering

11 points and places oi employment, and

12 "(ii) on trips during which the number

13 of individuals transported for such purposes

14 is at least one-half of the adult seating ca-

15 pacity of such vehicle (not including the

16 driver, and

17 "(0) which is not used in trade or business.

18 "(2) TRAD OR BUsINES.-For purposes of

19 paragraph (1)(0), use of a commuter highway vehicle

20 for the purposes described in paragraph (1)(B) shall not

21 be considered a trade or business if-

22 "(A) the taxpayer would otherwise travel

28 from his principal residence to his place of em-

24 ployment over such route or a similar route even

5. US -h
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if other individuals were not transported by him,

and

"(B) such vehicle is generally not available

to the public.".

(b)(1) The table of sections for such subpart A is

amended by inserting after the item relating to section 44E

the following item:

"Sec. 44F. Commuter highway vehicles.".

(2) Section 6096(b) (relating to designation of income

tax payment to Presidential Election Campaign Fund) is

amended by striking out "and 44E" and "44F".

SEC. 102. EFFECTIVE DATE.

The amendments made by the first title of this Act shal

apply to taxable years beginning after December 31, 1980.

TITLE II-EXCLUSION OF QUALI-
FIED TRANSPORTATION IN-
COME FROM GROSS INCOME

SEC. 201. QUALIFIED TRANSPORTATION EXCLUDED FROM

GROSS INCOME.

(a) Subsectioti (b) of section 124 is amended to read as

follows:

"(b) QUALIFIED TBANsPOTATION.-For purposes of

this section, the term 'qualified transportation' means trans-

portation-
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7

1 "(1) by a commuter highway vehicle (as defined in

2 section 46(c)(6)(B): but without regard to clause (iii) or

3 (iv) thereof), or

4 "(2) which is scheduled land or water transporta-

5 tion which is-

6 "(A) in a vehicle or vessel with seating

7 capacity. of. 8 or more adults (not including the

8 operator),

9 "(B) along regular routes, and

10 "(0) available to the general public.".

11 (b) Paragraph (1) of section 124(d) (defining provided by

I % the employer) is amended to read as follows:

13 "(1) PROVIDED BY THE EMPLOYE.--!Transporta-

14 tion shall be considered to be provided by the employer

15 if-

16 '(A) the transportation is furnished in a com-

17 muter highway vehicle (described in subsection

18 (b)(1)) operated by or for the employer; or

19 "(B) the employer pays for qualified trans-

20 .. portation (described in subsection (b)) or reim-

21 burses the. employee for the- cost to the employee

22 of suoh qualified transportation.".

23 (c) Section 124 (relating to qualified transportation pro-

24. vided by an employer) is amended by redesignating subsec-

. & M-4k
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1 tion (e) as () and inserting after subsection (d) the following

2 new subsection:

3 "(e) SPMCALx& RULE FOB RwB-SJARINO PRo-

4 GRAMS.-

5 "(1) IN GBNERAL.-For purposes of subsection

6 (a), any services provided by an employer in connection

7 with a ride-sharing program shall be treated as quali-

8 fled transportation provided by the employer.

9 "(2) DBFIMTIONS.-For purposes of this subsec-

10 tion-

11 "(A) RID-SnAmO PBoGBA.-The term

12 'ride-sharing program' means any program to

13 assist employees in locating other employees to

14 share transportation between the employees' resi-

15 dence or gathering point and places of employ-

16 ment.

17 "(B) SEBVIGES PROVIDED BY EMPLOYER.-

18 The term 'services provided by the employer' in-

19 eludes but is not limited to-

20 "(i) any amounts contributed by the em-

21 ployer,

22 "(ii) any compensation paid to any em-

23 ployee operating or assisting in a ride-shar-

24 ing program,

.s. mU.S
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1 "(iii) any. computer services provided by

2 the employer,

3 "(iv) any one or all of the services listed

4 in section 44(G)(d)(2) of subpart A of part IV

5 of subchapter A of chapter 1.".

6 SEC. 202. INCOME FROM OPERATION OF TRANSPORTATION

7 POOLS.

8 (a) Part M of subchapter B of chapter 1 (relating to

9 items specifically excluded from gross income) is amended by

10 -redesignating section 128 as section 129 and by inserting

11 after section 127 the following new section:

12 "SEC. 128. INCOME FROM OPERATION OF TRANSPORTATION

13 POOLS.

14 "In the case of an individual who-

15 "(1) owns a motor vehicle the seating capacity of

16 which is not more than 15 adults;

17 "(2) transports individuals between their places of

18 residence and places of employment or other places of

19 gathering;

20 "(3) would otherwise travel to one such place of

-21 employment or gathering even if he did not transport

22 any other individuals; and

.23 "(4) does not make- such vehicle generally availa-

24 ble to the public,

S. 239-is- 2
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1
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9
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14
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19

20

21

22

23

(b) The

46(a)(2)(C) of

"(x) commuter highway vehicles (as de-

fined in section 46(c)(6)(B)),".

table contained in clause (i) of section

such Code (relating to energy percentage) is

a 55-b

gross income does not include amounts received as compen-

sation for the providing of transportation to such individ-

uals.".

(b) The table of sections for such subpart is amended by

striking out the item relating to section 128 and by inserting

in lieu thereof the following:

"Sec. 128. Income from operation of transportation pools.
"Sec. 129. Cross references to other Acts.".

SEC. 203. EFFECTIVE DATE.

The amendments made by this title shall apply to tax-

able years beginning after December 31, 1980.

TITLE III-BUSINESS -ENERGY
INVESTMENT CREDIT

SEC. 301. PROVIDING A 20-PERCENT BUSINESS INVESTMENT

CREDIT.

(a) Subparagraph (A) of section 48(I)(2) (defining energy

property) is amended-

(1) by striking out "or" at the end of clause (viii),

(2) by inserting "or" at the end of clause (ix), and

(3) by adding at the end thereof the following new

clause:
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1 .amended by adding at the end thereof the following new, sub-

2 clause:

"VII. Commuter Highway 10 percent January 1, 1981 December 81,
Vehicles.-Property 1985".
described in section
48(1X2XAXx).

3 SEC. 302., INVESTMENT CREDIT NOT RESTRICTED TO EM-

4 PLOYEES.

5 Paragraph (6) of section 46(c) (relating to special rule

6 for commuter highway vehicle) is amended by striking out

7 "the taxpayer's" in subparagraph (B)(ii)(I) thereof.

8 SEC. 303. DRIVER INCENTIVE MILEAGE.

9 Paragraph (6) of section 46(c) (relating to special rule

10 for commuter highway vehicle) is amended by adding at the

11 end thereof the following new subparagraph:

12 "(0) DRIVER INCENTIVE MILEAGE.-If an

13 individual other than the taxpayer is the regularly

14 scheduled driver of a highway vehicle, the taxpay-

15 er shall not take into account, for purposes of de-

16 termining if such a vehicle meets the requirements

17 of subparagraph (B)(ii), the number of miles which

18 the driver uses such vehicle for personal pur-

19 poses.".

20 SEC. 304.EFFECTIVE DATE.

21 The amendments made by this title shall apply to prop-

22 erty acquired after December 31, 1980.

. 20-k
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i TITLE IV-EMPLOYER'S TAX
2 CREDIT FOR QUALIFIED
3 RIDE-SHARING PROGRAMS
4 SEC. 401. PROVIDING A TAX CREDIT FOR QUALIFIED RIDE

5 SHARING PROGRAMS

6 (a) Subpart A of part IV of subchapter A of chapter 1 is

7 amended by inserting before section 45 the following new

8 section:

9 "SEC. 44G. RIDESHARING PROGRAMS OF EMPLOYERS.

10 "(a) GENERAL RuLE.-In the case of an employer op-

11 erating a qualified ride-sharing program, there shall be al-

12 lowed ap a credit against the tax imposed by this chapter for

13 the taxable year an amount equal to the lesser of-

14 "(1) the amount paid or incurred in connection

15 with such program during such taxable year, or

16 "(2) the amount determined under subsection (b).

17 "(b) SUBSECTION (b) AMou.-

18 "(1) IN OENEBAL.-The amount determined

19 under this subsection is equal to the product of-

20 "(A) the average number of employees of the

21 employer during the taxable year, multiplied by-

22 "(B) the amount determined under the table

28 under paragraph (2).

24 "(2) TABL.--

S&a".
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"If the percentage of employees

participating in the program is The amount is:
0 to 14 percent ................................................................... $0 .00

15 to 19 percent ................................................................... 5.00
20 to 24 percenL .................................................................. 7.50
25 to 29 percent ................................................................... 10.00
80 to 84 percent ................................................................... 12.50
35 to 89 percent ........................ 15.00
40 to 44 percent .................................................................. 20.00
45 to 49 percent ................................................................... 25.00
50 or more percent ............................................................... 3 0.00

"(3) DEFINITION AND SPECIAL RULE.-For the

purposes of this subsection-

"(A) PERCENTAGE OF EMPLOYEES PAR-

TICIPATING.-The term 'percentage of employees

participating in the program' means a percentage

equal to a fraction-

"(I) the numerator of which is the

number of employees whose transportation

between their principal residence and place

of employment at least 176 days during the

calendar year in which the taxable year

begins is qualified transportation, and

"(fi) the denominator of. which is the

number of employees determined under para-

graph (IXA);

"(B) EMPLOYEES TAKEN INTO ACCOUNT.-

For purposes of paragraphs (1)(A) and (3)(AXi)

only employees at places of employment of the

employer where a qualified ride-sharing program

1

2

3

4

5

6

7

8

9

11

13

14

15

16

17

18

19

& US,-b
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6

7

8

9

10

11

12

13

14

15
* 16

17

18

19

20

21

22

23
24

is in operation during the taxable year shall be

taken into account.

"(0) WHOLE PERCENTAGE.-Any fraction

of a percentage determined under subparagraph

(A) shall be rounded to the next highest whole

percentage.

"(c) LMTATIONS.-

"(1) LIMITATION BASED ON AMOUNT OF TAX.-

The amount of the credit allowed by this section for

the taxable year shall not exceed the tax imposed by

this chapter for the taxable year, reduced by the sum

of the credits allowed under a section of this subpart

having a lower number designation than this section,

other than credits allowable by sections 31, 39, and

43. For purposes of the preceding sentence, the term

'tax imposed by this chapter' shall not include any tax

treated as not imposed by this chapter under the last

sentence of section 53(a).

"(2) CERTAIN 00STS NOT INCLUDBD.-No

amount paid or incurred for-

"(A) the acquisition and maintenance of any

vehicle (other than a vehicle described in subsec-

tion (dX2)(I)),

"(B) fuel to operate any such vehicle, or

& Ms-4
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1 "(0) mass transportation fares or subsidies,

2 shall be taken into account for purposes of subsec-

3 tion (aX1).

4. "(d) DEFImTIONS AND SPECIAL RULES.-For pur-

5 poses of this section-

6 "(1) QUALIFIED RIDE-SHARING PROGBAM.-The

7 term 'qualified ride-sharing program' means any pro-

8 gram to aid employees in obtaining qualified transpor-

9 tation between their principal residence and place of

10 employment which-

11 "(A) provides at least one of the services de-

12 scribed in paragraph (2);

13 "(B) is set forth in a-separate written plan;

14 and

15 "(0) does not discriminate in favor of em-

16 ployees .who are officers,: shareholders, or higidy

17 compensated employees. ,

18 "(2) SERVICES INCLUDED.-,Services described in

19 this paragraph include-

20 "(A) the surveying of employees to deter-

21 mine current commuting patterns and interest in

22 qualified transportation,

23 "(B) the distribution of informational material

24 .on the advantages and availability of qualified

25 transportation,

' $. ZZ N

\A
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1 "(0) contracting for assistance in establish-

'2 ing, sponsoring, or operating aqoalified ride-shar-

ing program,

4 "(D) providing assistance (including comput-

5 er costs) for employee matching to establish car-

6 pools or vanpools,

7 "() assessing the impact of qualified ride-

8 sharing programs,

9 "(F) sigi8 h or improving parking spaces re-

10 served for qualified transportation vehicles,

11 "(G) adjusting working hours for employees

12 participating in a qualified ride-sharing program,

18 "(H) providing liability insurance for quali-

14 fled transportation vehicles,

15 "(1) providing emergency or business vehi-

16 cles for the use of employees (during normal

17 working hours) who commute to work in qualified

18 transportation vehicles, and

19 "(J) such other services as the Secretary,

20 after consultation with the Secretary of Transpor-

21 tation, determines contributes to the effectiveness

22 of the qualified ride-sharing program.

23 "(8) QUALI IED TRANSPORTATION.-The term

24 'qualified transportation' means transportation-

S U-h.4
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1 "(A) by a commuter highway vehicle, as de-

2 fined in subparagraph (B) of section 46(c)(6)

3 except that such subparagraph shall be applied

4 without regard to. clause (iii) or (iv);

5 "(B) by any highway vehicle-

6 "(i) the seating capacity of which is less

7 than 8 adults (not including the driver), and

8 "(ii) which is used for transporting an

9 average of 3 employees between their resi-

10 dences and their place of employment for at

11 least the lessor of-

12 "(I) 176 days during the calendar

13 year in which the taxable year begins,

14 or

15 "() one-half of the days on which

16 the taxpayer held such highway vehicle

17 during such calendar year; or

18 "(C) which is scheduled land or water trans-

19 portation which, is-

20 "(i) in. a vehicle or vessel -with seating

21 -capacity of 8 or more adults (not including

22 the operator),

23 "(i) along regular routes, and

24 "(iii) available to the general public.

K. 80-b
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1 "(4) PASSTHBOUOH IN THE CASE OF SUB-

2 CHAPTER 5 CORPORATIONS.-Under regulations pre-

3 scribed by the Secretary, rules similar to the rules of

4 subsections (d) and (e) of section 52 shall apply.".

5 (b)(1) The table of sections for such subpart A is amend-

6 ed by inserting after the item relating to section 44F the

7 following new item:

"Sec. 440. Ride-sharing program of employers.".

8 SEC. 402. EFFECTIVE DATE.

9 The amendments made by this title shall apply to tax-

10 able years beginning after December 31, 1980.

11 TITLE V-GASOLINE TAX
12 DEDUCTION
13 SEC. 501. PROVIDING FOR A DEDUCTION FOR QUALIFIED

14 MOTOR FUEL TAXES.

15 Subsection (a) of, section 164 (relating to deduction for

16 taxes) is amended by inserting immediately after paragraph

17 (5) the following new paragraph:

18 "(6) Qualified motor fuel taxes.".

19 SEC. 502. DEFINITION OF QUALIFIED MOTOR FUEL TAXES.

20 Section 164 (relating to deduction for taxes) is amended

21 by redesignating subsection () as subsection (g) and by in-

22 serting after subsection (e) the following new section:

23 "(f) QUALIFIED MOTOR FUBL TAxBs.-For purposes

24 of this section-

L N-
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1 "(1) IN OENERAL.-The term 'qualified motor

2 fuel taxes' means Federal, State or local taxes on the

3 sale of gasoline, diesel fuel, and other motor fuels used

4 as a fuel in a ride-sharing vehicle.

5 "(2) IMPORT ADJUSTMENTS TREATED AS TAX.-

6 For purposes of paragraph (1), any increase in the

7 sales price of any fuel as a result of any action taken

8 by the President to adjust imports of petroleum and

9 petroleum products under section 232(b) of the Trade

10 Expansion Act of 1962 (19 U.S.C. 1862) (or any, other

11 corresponding provision of law) shall be treated as a

12 Federal tax imposed on such fuel.

13 "(3) RIDE-SHARING VEHICLE.-The term 'ride-

14 sharing vehicle' means-

15 "(A) a commuter highway vehicle, as defined

16 in subparagraph (B) of section 46(c)(6) except that

17 such paragraph shall be applied without regard to

18 clause (iii) or (iv), and

19 "(B) any highway vehicle-

20 "(i) the seating capacity of which is less

21 than 8 adults (not including the driver) and

22 "(it) which is used for transporting an

23 average 3 employees between their resi-

24 dences and their place of employment for at

25 least the lessor of-

5 a-
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1 "(1) 176 days during the calendar

2 year in which the taxable year begins,

3 or

4 "(II) one-half of the days on which

5 the taxpayer held such highway vehicle

6 during such calendar year.

7 "(4) PUBLICATION OF TABLE.-The Secretary

.... 8 may publish tables to assist taxpayers in computing the

9 amount of the deduction allowable under subsection

10 (aX6). Such tables shall take into account-

11 "(A) the rate of taxes (including the price

12 impact attributable to any import adjustment).

13 "(B) the number of days a ride-sharing vehi-

14 cle was used for ride-sharing purposes, and

15 "(C) the number of miles such vehicle is used

16 for such purposes.".

17 SEC. 503. EFFECTIVE DATE.

18 The amendments made by this title shall apply to tax-

19 able years beginning after December 31, 1980.

0
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97TH CONGRESS
18T SESSION S.452

To amend the Internal Revenue Code of 1954 with respect to the treatment of
gain on the sale or exchange of foreign investment company stock.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 6 (legislative day, JANUARY 5), 1981

Mr. BOREN introduced the following bill; which was read twice and referred to
the Committee on Finance

..A BILL
To amend the Internal Revenue Code of 1954 with respect to

the treatment of gain on the sale or exchange of foreign
investment company stock.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That (a) subparagraph (B) of section 1246(aX2) of the Inter-

4 nal Revenue Code of 1954 (defining ratable share) is amend-

5 ed to read as follows:

6 "(B) excluding such earnings and profits at-

7 tributable to-
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1 "(i) any period during which such cor-

2 poration was not a foreign investment corn-

3 pany but only if such corporation was not a

4 foreign investment company at any time

5 before such period, or

6 "(ii) any amount previously included in

7 the gross income of such taxpayer under sec-

8 tion 951 (but only to the extent the inclusion

9 of such amount did not result in an exclusion

10 of any other amount from gross income

11 under section 959).".

12 (b) The amendment made by subsection (a) shall apply

13 to sales or exchanges after the date of the enactment of this

14 Act in taxable years ending after such date.

7U-629 0-81--3
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INTRODUCTION

The bills described in this pampMet have been scheduled for a pub-
lic hearing on Februar 28, 1981, by the Senate Finance Subommittee
on Taxation and Debt Management.There are three bills scheduled for the hean: S. 81 (relating todeductions for business use of homes and rental of residences to family
members), S. 289 (relating to tax incentives for purchase of commuter
highway vehicles), andS. 452 (relating to treatment of gain on sae
or exchange of foreign investment company stock). . Ti g i o l

The first part of the pamphlet is a summary of the
lowed by a more detailed description of the biks (in numerical order),
including present law, issues, an explanation of the provisions of the
bills, effective dates, and estimated revenue effects.

(1)
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L SUMMARY

1. S. 31--Senators Armstrong, Dole, Loren, Mathias, Goldwater,
and Exon

Deductions for Business Use of Homes and Rental of
Residences to Family Members

This bill would amend section 280A to provide explicitly that a tax-
payer may have a principal place of business within his home for any
separate trade or business, and to remove certain present law limita-
tions on the deductibility of expenses incurred in the rental of resi-
dences to family members. The bill also would prevent any ruling or
regulation from treating a day on which the taxpayer is engaged on a
substantially full-time basis in repair or maintenance work on a rental
dwelling unit as a day of personal use because other individuals may
not be similarly engaged in full-time work on that day. The provisions
of the bill would apply to all taxable years to which section 280A
appie&

2. S. 239-Senators Durenberger, Percy, Bentsen, Hayakawa, Pell,
Tsongas, Hatfield, Heflin, Mathias, Specter, Sasser and Ford

Credit for Purchase of Commuter Highway Vehicles, Exclusions
from Income of Alternative Commuter Transportation, and
Credit for Ride-Sharing Expenses

Under present law, at. employer is entitled to the regular 10-per-
cent investment credit (but not an energy -investment credit) on the
purchase of a new commuter highway vehicle (see. 46(c) (6)). When
an employer uses leased vehicles to provide rides, the investment
credit is allowed to the owner of the vehicles, under the general in-
vestment credit rules. The investment credit for a commuter highway
vehicle is not allowed to a nonbusiness individual. The gross income
of an employee does not include the value of employer-provided
transportation in a commuter highway vehicle (see. 124), although
in general; amounts received by employees as reimbursement for oth-
erwise nondeductible personal expenses must be included in gross in-
come. To the extent that Federal, State or local taxes are imposed
on nitor fuels used in a taxpayer's trade, business or investment ac-
tivity, they generally are deductible as ordinary and necessary busi-
ness expenses or as expenses incurred in a profit seeking activity secss.
162 and 212). However, such taxes are not deductible by an individual
for the nonbusiness use of motor fuels.

Under the bill, a 15-percent income tax credit would be allowed to
a nonbusiness individual for the purchase of a new commuter high-
way vehicle. The bill would exclude from an individual's gross in-
come amounts received from the employer for trips between home

(8)
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and work which are made on public transportation, employer-pro-
vided services performed in connection with a ride-sharin' program
and compensation received for tranporting other individualw-beteen
home anwork. The bill also would allow a 10-percent ener invest-
ment credit to businesses for the purchase of a new commuter highway
vehicle and allow investment tax credits without regard to whether
the riders are the taxpayer's employees. In addition, th. bill would
allow a new income tax credit to an employer who operates a qualified
ride-sharing program which assists employees in obtaining certain
transportation between their homes and work. Further the bill would
allow an itemized deduction for Federal, State or local taxes imposed
on sales of motor fuels used in a ride-sharing vehicle.

& S, 452--Snator Boren

Gain on Sale of Stock of Foreign Investment Company
Under present law, gain from the sale of stock- of a corporation

which is, or at any time has been, a foreign investment company gen-
erally is treated as ordinary income to the extent of the selling share-
holder's portion of the corporation's earnings and profits. Under the
bill, gaii attributable to earnings and profits for the period before
the corporation became a foreign investment company would no long-
er be subject to this ordinary income treatment.
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II. DESCRIPTION OF BILLS

1. S. 31--Senators Armstrong, Dole, Boren, Mathias,
Goldwater, and Exon

Deductions for Business Use of Homes and Rental of Residences
to Family Members

Present law

Section 20A, enacted as part of the Tax Reform Act of 1976, dis-
allows the deduction of certain expenses incurred in connection with
the use of the taxpayer's home in a trade or business or income pro-
ducing activity or in connection with the rental of vacation homes
and other residential real estate. The restrictions in section 280A were
enacted to replace vague standards on which courts and the Internal
Revenue Service differed with more definitive, objective statutory
tests for determining the deductibility of expenses. Section 280A ap-
plies to individuals, trusts, estates, partnerships and electing small
business corporations.

The deductions under sections 163, 164 and 165 for interest, certain
taxes, and casualty losses attributable to a taxpayer's personal resi-
dence are not affected by section 80A.
Butkee we of the home

Unless specifically excepted from section 280A and otherwise allow-
able, no deductions are allowed with respect to a dwelling unit because
of its connection to a taxpayer's trade or business or income producing
activities, if the taxpayer uses the dwelling as a residence. One excep-
tion to the general rule of section 280A allows deductions attributable
to a portion of the taxpayer's residence which is exclusively used on
a regular basis as the taxpayer's principal place of business.

On August 7 1980, proposed Treasury Regulations under section
280A were published in the Federal Register (45 Fed. Reg. 52399).
The propoied regulations would define "the taxpayer's principalplace of business" as the principal place of the taxpayer's overall busi-
ness activity. A taxpayer would have only one principal place of busi-
ness .regardless of the number of business activities in which the tax-
payer is engaged. The proposed regulations do not follow the U.S. Tax
Court decision in Outphey v. aom u e, 73 T.C. 766 (1980), which
allowed a hospital-employed dermatologist to deduct expenses for a
home office which was the principal place of business for his real estate
rental business.
Peeomon we of r eide"we

Section 280A, in general, limits the amount a taxpayer may deduct
for expenses attributable to the rental of a dwelling unit, n many cases
a vacation home, if the taxpayer uses the unit for personal purposes
in excess of a specified period of time during a taxable year. Thislimi-

(5)
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station applies only if the taxpayer's use of the _dwelling unit for per.
sonal purposes during a taxable year exceeds the greater of fourteen
days or ten percent of the number of the days during the year for which
the unit is rented. If a taxpayer exceeds these personal use limitations,
deductions attributable to the rental activity are limited to the amount
by which the gross income derived from the rental activity exceeds the
deductions otherwise allowable without regard to such rental activities
(e.g., interest and certain taxes).

Family rena.-The taxpayer generally is deemed to have used a
dwelling unit for personal purposes for a day if, for any part of the
day, the unit is used for personal purposes by (1) the taxpayer or any
other person who owns an interest i the home; (2) the brothers and
sisters., spouse, ancestors, or lineal descendants of the taxpayer or
other owners; (3) any individual who uses the unit under a reciprocal
arrangement (whether or not a rental is charged); or (4) any other
individual who uses the dwelling unit during a day unless a fair rental
is char d.

The Revenue Act of 1978 amended section 280A to provide that the
use of a dwelling unit as a taxpayer's principal residence (within the
meaning of section 1084) is not to be treated as personal use in deter-
mining whether the limitations of section 280A apply to deductions
attributable to a "qualified rental period" which immediately pre-
cedes or follows a period of use as the taxpayer's principal residence.
Under section 280A, a qualified rental period generally is a period of
12 or more consecutive months during which the unit is rented to a
person other than a family member, or-held for rental, at a fair rental.

Repairs atd mwint ewe.---Section 280A also provides that the
Secretary of the Treasury must prescribe the regulation the circum-
stances under which use of a dwelling unit for repairs and annual
maintenance will not constitute personal use of the unit. Under the
proposed regulations published on August 7, 1980, an individual
woud have to be engaged in repair or maintenance work for a day on
a substantially full-time basis, i.e., the lesser of eight hours or two-
thirds of the time present on the premises, to qualify the day's use of
the unit as use for repairs and maintenance. The proposed regula-
tions would require that all individuals on the premises on a day must
be engaged in work on the unit on a substantially full-time basis, to
avoid the day being treated as one of personal use. However, the pro-
posed regulations would disregard the presence of individuals, such
as small children, who are incapable of working.

Issues
The principal issues are, (1) whether business expenses attribut-

able to the use of a portion of a taxpayer's residence as the principal
place of business for a separate, secondary business of the taxpayer
should be subject to the general rule of section 280A disallowi ' de-
ductions for such expenses, (2) whether rental of a taxpayer's princi-
pal residence or anoter dwelling to a family member at a fair rental
price should be treated in the same manner as a rental to an unrelated
party, and (8) whether regulations should treat a taxpayer as having
used a dwelling for personal purposes if the taxpayer spends a normal
working day repairing or maintaining the dwelling while other per-
sons, who are capable of working, use the dwelling for per-
sonal upoe
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Explanation of the bill

The bill contains three amendments to section 280A and a provision
relating to rulings and regulations of the Internal Revenue Service
concerning use of a dwelling for maintenance and repair.
Bueinme use of the home

The bill would amend section 280A (c) (1) (A) to provide that the
general limitation on deductions in section 280A (a) shall not apply to
expenses allocable to the regular and exclusive use of a portion of a tax-
payer's residence as a principal place of business for any trade or
business of the taxpayer. Thus a taxpayer could have a distinct prin-
cipal place of business for each separate trade or business and could
deduct expenses attributable to the use of a residence as the principal
place of business for one or more such businesses, provided the regular
and exclusive use requirements are met.
Fam4y we of reeidena

Two amendments would treat fair-market rentals to family mem-
bers in the same way as rentals to unrelated parties, thus allowing de.
auctions for expenses attributable to such rentals. Section 280A (d) (2)
would be amended so that the use of a dwelling by a member of the fam-
ily of either the taxpayer or any other person with an interest in the
(welling would not be considered the personal use of the dwelling by
the taxpayer if-the dwelling is rented to the family member at a fair
rental.

Under sectiQn280A(d) (3), a taxpayer's use of a dwelling as a prin-
cipal residence is not considered personal use for any period immedi-
ately before or after a "qualified rental period." The bill would pro-
vide that a "qualified rental period" is a period of 12 or more months
(or less than 12 months if the dwelling is sold or exchanged at the end
of the period) for which a taxpayer's principal residence is rented or
is held or rental at a fair rental, regardless of whether the dwelling
is rented to a member of the taxpayer's family.
Repair and maintenance

The bill also would provide that, notwithstanding any ruling, pro-
posed regulation, or regulation to the contrary, a dwelling would not
be treated as used for the personal purposes of the taxpayer on a daT
the taxpayer repairs or maintains the dwelling on a substantially full-
time basis because other persons, who are on the premises and who are
capable of working, do not work on a substantially full-time basis.

Effective date
The provisions of the bill would apply to taxable years beginning

after December 31, 1975, the taxable years to which section 280A
applies: -

Revenue effect
It is estimated that this bill would reduce budget receipts by $61 mil-

lion in fiscal year 1981, by $77 million in fiscal year 1982, by $54 mil-
lion in fiscal year 1983, by $61 million in fiscal year 1984, and by $69
million in fiscal year 1985.
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2. S. 239--Senators Durenberger, Percy, Bentsen, Hayakawa,
Pell, Tsongas, Hatfield, Heflin, Andrews, Mathias, Specter,
Sasser and Ford

Credit for Purchase of Commuter Highway Vehicles Exclusion
from Income of Alternative Commuter Transportation, Credit
for Ride-Sharing Expenses

Present law
Oredit for purchase of commuter highway vehicles

. Under present law, an employer is entitled to the regular 10-percent
investment credit (but not an energy investment credit) on the pur-
chase of a new "commuter highway vehicle" (sec. 46(c) (8). This is a
special rule in that the regular investment credit for qualifying prop-
erty generally is less than 10 percent for an asset with a useful life of
less than 7 years (Under the general rules, the credit is 3% percent if
the useful life is 3 or 4 years and 6% percent if the useful life is 5 or 6
years.) A commuter highway vehicle is defined as a highway vehicle
with a useful life of at least 3 years, which seats at least 8 adults
(excluding the driver), and which reasonably may be expected to be
used for at least 80 percent of its mileage to transport a taxpayer's
employees between their homes and places of work on trips during
which employees occupy at least one-half of the seating capacity of
the vehicle. If less than 80 percent of the mileage use of a commuter
highway vehicle meets these requirements during the first 3 years'
of operation, then an appropriate amount of the credit is recaptured
(see. 47(a) (4) (B)) by redetermining the investment credit under the
general rule relating to useful lives The credit is available for vehicles
purchased after November 3, 1978, and placed in service by the tax-
payer before January 1, 1986. When an employer uses leased vehicles'
to provide rides, the regular investment credit for such vehicles is al-
lowed to the owner of the vehicles, rather than to the employer, under
the general investment credit rules. The investment credit for a com-
muter highway vehicle is not allowed to a nonbusiness individual.
Inhuion in gross income of vaku of employer-provided transporta-

tion
Subject to certain conditions, the gross income of an employee does

not include the value of transportation in a commuter highway ve-
hicle which is provided by his employer (see. 124). However, under the
general rules of section 61, amounts received by employees as reim-
bursement for otherwise nondeductible personal expenses must be in-
cluded in gross income. Similarly, gross income includes amounts re-
cived as compensation for services (see. 61 (a) (1)), and would include
amounts received by a driver for rides.

(8)
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Vreate* of taaee on Vw tor fuel.
Prior to the enactment of the Revenue Act of 1978 (Pub. L. 95-00),

an individualowho itemized deductions could deduct State and local
(but not Federal) taxes imposed on gasoline, diesel fuel, and other
motor fuels not used in business or investment activities. The 1978
Act re led the itemized deduction for these taxes. Increases in the
cost of any motor fuel which results from Presidential action to ad-
just imports under section 282(b) of the Trade Expansion Act of
1962, as amended,1 would not result in any deduction for nonbusiness
taxpayers since no provision authorizes such a deduction. To the extent
that Federal, State or local taxes are imposed on motor fuels used in
a taxpayer's trade, business or investment activity, they generally are
deductible as ordinary and necessary business expenses or as expenses
incurred in a profit seeking activity (sees. 162 and 212). Similarly,
import fees imposed by the President under section 232(b) of the
Trade Expansion Act of 1962, as amended, to increase the sales
price of such a fuel, would be deductible under the same provisions
of present law.

Issues
The principal issues raised by the bill are, (1) whether and in what

amount a nonbusiness individual should be allowed an income tax
credit for the purchase of a vehicle used for ride-sharing; (2) whether
an employee's gross ificome should include the value of commuting
between home and work on public transportation, when the employer
pays for such trips; (3) whether a commuter highway vehicle should
be energy property, eligible for the business energy investment credit
in addition to the regular investment credit; (4) whether a leased
vehicle should qualify as a commuter highway vehicle and thus be
eligible for the full investment credit; (5) whether an employer
should be entitled to a new income tax credit for administrative costs
of a ride-sharing program provided for employees; and (6) whether
an itemized deduction for nonbusiness taxpayers should be allowed
for certain taxes imposed on motor fuels which are used in a ride-
sharing vehicle.

ISection 282(b) of the Trade Expansion Act of 1982, as amended, authorizes
the President to adjust oil imports, but eliminates that authority whenever a
Joint Resolution is enacted which disapproves such executive action. O11 import
adjustments may take the form of an increase In the price of petroleum and
petroleum products.
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Expiua of the ill
Title I: Individual Iwome Tao Credit

Title I of the bill would entitle a nonbusiness individual to a nonre-
fundable 15-percent income tax credit for the purchase of a new com-
muter highway vehicle. For this purpose, a highway vehicle would
qualify as a commuter highway vehicle if it seats at least 8 adults (ex-
cluding the driver), is not used in a trade or business and will be used
to at least 50 percent of its seating capacity (excluding the driver)
for at least 50 percent of its. mileage to transport individuals between
their homes (or gathering ponnts) and work. The bill provides that
such a vehicle is not considered to be used in a trade or business if
the vehicle is not generally available to the public and the ta"Zayer
otherwise would travel from home to work over the same or Similar
route even- if other individuals were not transported to work by the
taxpayer.

In the case of a jointly acquired vehicle, the credit would be appor-
tioned among its owners according to their respective shares of its
cost The credit would be recaptured if, during the 3-year period be-
ginning on the date of acquisition of a vehicle, the vehicle is disposed
of (except by reason of death) or ceases to be used as a qualified com-
muter highway vehicle.
Titk I1: Eaolai&n o/ Qualified TranaporWion income from Groes

Title II of the bill would exclude from an employee's gross income
amounts received from the employer for trips between home and
work which are made on public transportation. Such trips must be
on land or water in a vehicle or vessel which seats at least 8 adults (not
including the operator). In addition, the bill would exclude from an
employee's gross income any employer-provided services in correction
with a "ride-sharing program." A "ride-sharing" program would be
any program to assist employees in locating other empoyees to share
transportation between the employees' residences or gatherinK points
and places of employment. Ride-sharing services would include
amounts contributed by the employer, compensation paid to any em..
ployee who operates or assists in a ride-sharing program, computer
services provided by the employer and certain other services.

The biaso would exclude from an individual's gross income com-pensation. received from oher individuals for transporting them be.
teen their homes and places of Work. This latter exclusion would 1%
limited to an individual who owns a motor vehicle which seats fewer
than 16 adults, does not make that vehicle generally available to the
public and would commute between home and work even if no other
persons were being transported.

(10)
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Title III: B ine88 Eergy Ioedmeat Oredit
Title III of the bill would define a commuter highway vehicle to be

energy property and would allow a 10-percent energy investment
credit to businesses for such vehicles purchased after-December 81,
1980, and placed in service before January 1,1986. Thus, for a business
the energy investment credit and the regular investment credit would
total 20 percent of the cost of a vehicle.

In addition, the bill would expand the present law definition of
commuter highway vehicle to include such vehicles without regard to
whether the riders are the taxpayer's employees. Thus, under the bill,
the 10-percent energy investment credit and the 10-percent regular
investment credit would be allowed to a business which purchases a
vehicle and leases it for use as a commuter highway vehicle to a second
entity. The bill specifically provides that if an individual other than
the taxpayer is the regular driver of a highway vehicle, the regularly
scheduled driver's personal use of the vehicle Will not be considered in
determining whether 80 percent of the mileage use of the vehicle is
used as a commuter highway vehicle.
Title IV: Employer Tax Tredit for Qualified Ride-Shaing Programs

Title IV of the bill would allow a new income tax credit to an em-
ployer who operates a "qualified ride-sharing program." A qualified
program is defined by the bill as a program to assist employ-
ees in obtaining qualified transportation between their homes
and place of work. Qualified transportation is defined by the bill
to mean transportation (1) by a commuter highway vehicle, (2) by
scheduled public transportation along regular routes on land or water
in a vehicle or vessel which seats at least 8 adults (not including tthe
operator), or (3) by any highway vehicle which seats less than 8
adults and which is used for transporting an average of at least 8
employees between their homes and places of employment for a mini-
mum number of days (the lesser of (a) 176 days during the calendar
year in which the taxable year be ins, or (b) one-half of the days on
whiah the taxpayer held the vehicle during the calendar year). In
addition, a "qualified ride-sharing program" would have to be set
forth in a separate written plan (non-discriminatory as to employees
who are officers, shareholders, or highly compensated employees) pro-
viding for at least one qualified ride-sharing service. Such serviceswouldinclude-

(a) the surveying of employees to determine current commuting
patterns and interest in qualified transportation,

(b) the distribution of informational material on the advantages
and availability of qualified transportation,

(c) contracting for assistance in establishing, sponsoring, or
operating a qualified ride-sharing program,

(d) providing assistance (including computer costs) for em-
ployee matching to establish carpools or vanpools,

(e) assessing the impact of qualified ride-sharing programs,
(f) signing or improving parking spaces reserved for qualified

transportation vehicles,
(g) adjusting working hours for employees participating in a

qualified ride-sharing program,
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(hl providing liability insurance for qualified transportation

(i) providing emergency or business vehicles for the use of
employees (during normal working hours) who commute to work
in qualified transportation vehicles, and

(j) such other services as the Secretary, after consultation with
the Secretary of Transportation determines contribute to the
effectiveness of the qualified ride-sharing program.

The amount of credit would be equal to the lesser of the employer's
cost of operating the ride-sharing program (not including costs in-
curred for the acquisition and maintenance of vehicles, fuel to operate
the vehicles, or mass transportation fares or subsidies) or the amount
determined under the formula provided in the bill. The amount de-
termined by formula would be equal to the product of the average.
number of employees of the employer during the taxable year, multi-
plied by the appropriate amount from the following table:
If the POcnte of e o P ee

prticipaxing in he program is: The Mwount it:
0 to 14 percent ------------------------------- $00.00

15 to 19 percent -------------------------------- 5.00
20 to 24 percent ..... 7.50
25 to 29 percent -------------------------------- 10.00
80 to 84 percent -------------------------------- 12.50
85 to 89 percent ------------------------------ 1500
40 to 44 percent ------------------------------- 20.00
45 to 49 percent --------------------------------. 00
50 or more percent --------------------------- 0.00

For example, if 200 persons work at a place where a qualified ride-
sharing program is in operation and 50 of these persons (i.e., 25 per-
cent of the work force) participate in the program, then the amount
of credit determined by formula is $2,000 (that is, 200 multiplied
by $10).
Title V: Gaaoline Taxo Deduction

Title V of the bill would allow an itemized deduction for "quali-
fied motor fuel taxes." The term qualified motor fuel taxes would
be defined to be Federal, State or local taxes imposed on sales of gaso-
line, diesel fuel, and other motor fuels used as a fuel in a "ride-sharing
vehicle." Essentially, a ride-sharing vehicle would be defined as
one which is eligible (within the meaning of the bill) for the invest-
ment tax credit. The term also would include any highway vehicle
which seats less than eight adults (excluding the driver) and which
is used for transporting an average of at least three emplo ees be-
tween their, residences and their place of employment for at =east the
lesser of (1) 176 days during the calendar year in which the taxable
year begins, or (2) one-half of the days on which the taxpayer held
the vehicle during the calendar year.

For purposes of this motor fuel tax deduction, fuel price increases
attributable to Prsidential action taken under setion 282(b)
of the Trade Expansion Act of 1962, as amended, to increase the sales
price of petroleum or petroleum products, would be treated as a Fed-
eral tax unposed on the fuel.

The bill anticipates that the Secretary would publish tables for use
in computing the amount of the qualified motor fuel tax deduction.
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S. 239--Senators Durenberger, Percy, Bentsen, Hayakawa,
Pell, Tsongas, Hatfield, Heflin, Andrews, Mathias,
Specter, Sasser and Ford

Credit for Purchase of Commuter Highway Vehicles, Exclusion
from Income of Alternative Commuter Transportation,
Credit for Ride-Sharing Expenses

REVENUE EFFECT

It is estimated that this bill will reduce budget
receipts by $47 million in fiscal year 1981, $177
million in fiscal year 1982, $313 million in fiscal
year 1983, $470 million in fiscal year 1984 and $690
million in fiscal year 1985.

I



40

18

The amendments made by Titles I, II IV and V of this bill would
apply to taxable years which begin a/ter December 31, 1980. The
amendments made by Title III of this bill would apply to commuter
highway vehicles which are acquired after December 31, 1980.

Revenue effect
The revenue estimate for this bill is not yet available but will be

furnished at the time of the hearing.
Prior Congressional consideration

As reported by the Senate Finance Committee and passed by the
Senate, H.R. 3919 (the Crude Oil Windfall Profit Tax Act of 1980)
would have allowed a full 10-percent regular investment tax credit
(but not the energy investment tax credit) for vans which had a use-
ful life.of at least 3 years, were used for vanpooling and were owned
by parties. oher than an employer (g.,by employees or third parties).
This provision was not agreed to by the conference.

During its consideration of H.R 3919 the Senate rejected an
amendment which would have reinstated the itemized deduction for
nonbusiness State and local gasoline taxes.
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S. 452-Senator Boren

Gain on Sale of Stock of Foreign Investment Company

Present law
In general, gain on the sale of stock in a corporation is taxed as

capital gain. However, pursuant to amendments made to tho Code
in 1962, gain on the sale of stock in a foreign corporation may be
taxed as ordinary dividend income where the foreign corporation is
either a controlled foreign corporation (sec. 1248) or a foreign invest-
ment company (sec 1246).

A controlled foreign corporation, or "CFC", is a foreign corpora-
tion that is controlled (more than 50 percent stock ownership) by U.S.
persons who each own at least 10 percent of the corporation's stock.
In general, if a 10-percent U.S. shareholder recognizes gain on the sale
of stock in a CFC, that gain will be taxed as ordinary income to the
extent of the U.S. shareholder's pro rata share of the CFC's post-1962
earnings and profits that were accumulated while the shareholder
owned the stock (sec. 1248).

Prior to 1962, U.S. taxpayers were able to engage in business out-
side the United States by organizing a foreign corporation which was
not subject to U.S. taxation (sometimes referred to as "deferral")
and sell the stock of the corporation or liquidate the corporation at
capital gains rates. In contrast, a U.S. corporation operating abroad
would be required to pay U.S. tax (reduced by foreign tax credits) on
its operating income before the sale or liquidation at capital gains
rates. In order to eliminate this potential for converting ordinary
income of a foreign subsidiary into capital gains, Congress adopted
section 1248 which, as described above, taxes 10-percent U.S. share-
holders on their gin on the sale of stock in, or the liquidation of a
CFC as ordinary income to the extent of their pro rata share of le
CFC's post-1962 earnings and profits which were accumulated while
the shareholder held the stock.

An exception to this ordinary income treatment was provided for
CFC's that derived most of their income from less developed coun-
tries. Thus, gain on the sale or liquidation of stock in a less developed
country corporation ("LDCC") would produce capital gains rather
than ordinary income under section 1248. This special capital gains
treatment for LDCCs was eliminated in the Tax Reform Act of 1976
for post-1975 earnings of LDCCs.

The 1962 Act also contained similar provisions to deal with prob-
lems presented by foreign investment companies. Domestic invest-
ment companies are generally not subject to tax if they distribute at
least 90 rnercent of their income (usually ordinary income) to their
shareholders each year. These shareholders Pre then taxed at ordinary
rates on this pass-through income. Foreign investment companies,
on the other hand, were generally not subject to I.S. taxation prior

(14)
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to the 1962 Act, so they would accumulate and reinvest their ea rning
free from U.S. tax. This allowed U.S. shareholders to sell their stock
in the foreign investment company at capital gains rates even though
the sales price reflected these retained and reinvested tax-free earn&

In order to eliminate the avoidance opportunities presented un.er
prior law by foreign investment companies, Congress adopted section
1246 which provides that gain from the sale or exchange of stock
in a foreign investment company by a U.S. person (not limited to
10 percent ownership) would be treated as ordinary income to the
extent of the shareholder's pro rata share of the corporation's post-
1962 earnings and profits that were accumulated while the shareholder
owned the stock. (A foreign investment company is defined as any for-
eign corporation which is registered under the Investment Company
Act of 1940, or which is engaged in certain investment activities under
the Act and is controlled by U.S. persons.) However, provision was
made ir section 1247 for an election whereby section 1246 would not
apply to a foreign investment company that annually distributed 90
percent of its income and conformed to other rules similar to those
applicable to domestic investment companies.

The tax provisions of section 1248, regarding CFC's, and the tax
provisions of section 1246, regarding foreign investment companies,
are generally the same. However, taxation under section 1246 is
stricter in several respects. First, it applies to all U.S. persons who
are shareholders in the corporation, not just to 10 percent U.S. share-
holders. Second, no exception was provided under section 1246 for
LDCC stock as was the case under section 1248 for earnings derived
prior to 1976. Finally, section 1246 applies to all post-1962 earnings
of a foreign corporation even if the corporation was a foreign invest-
ment company for only one day, whereas section 1248 only applies to
the post,-1962 earnings of a foreign corporation for those periods that
it was a CFC. Thus, for example, if, in 1980, a. U.S. shaXeholder sold
stock in a foreign corporation which was organized in 1963 and which
engaged in activities that made it a foreign investment company for
part of one year, say, 1970, the sale would be taxed under section 1246
as though it were a foreign investment company for the entire 17
years rather than just the one year. This result would obtain even
though the foreign corporation was not a CFC for the other 16 yearsor, even if it were a CFC for those years, its income was not subject
to section 1248 (e.g., it was an LDOC for those years), so that the
U.S. shareholder's gain on the sale of the stock would have otherwise
been capital gains income.

Issue
The issue is whether gain from the sale of stock in a foreign corpora-

tion attributable to earnings and profits from the period before the
corporation became a foreign investment company should be treated
as ordinary income.

Explanation of the bill
The bill would provide that gain on the sale of a foreign corpora-

tion's stock will not be taxed under section 1246 with respect to earn-
ings and profits of the corporation attributable to years before the
corporation became a foreign investment company. This change would
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prevent gain attributable to active business operations from being
taxed under the foreign investment company provisions if the cor-
poration subsequently becomes a foreign investment company. Thus,
under the previous example, the gain from the sale of the corporation's
stock which is attributable to years prior to 1970 would not be treated
as ordinary income under section 1246. That gain would be taxed
based upon the foreign corporation's status for those earlier years
without regard to its subsequent qualification as a foreign investment
company. Thus if the corporation were not a OFC for the earlier years,
or if it were a 6 FC, but it was exempt from the a plication of section
1248 because, for example, it was an LDCC for t=iose years, the ain
might be taxed at capital gains rates if it otherwise qualified. How-
ever, gain attributable to 1970 and all later years would be subject to
the provisions of section 1246.

Effective date
The bll would apply to sales or exchanges after the date of enact-

ment of the bill in taxable years ending after that date.
Revenue effect

It is estimated that this bill would reduce budget receipts by $5 mil-
lion in fiscal year 1981 and by less than $1 million annually in later
years

7-629 O-81--4
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SENATOR DOLE OPENING STATEMENT

HEARING ON MISCELLANEOUS TAX BILLS

FEBRUARY 23, 1981

MR. CHAIRMAN-

TODAY WE HAVE AN OPPORTUNITY TO HEAR THE VIEWS OF MEMBERS

OF THE PUBLIC ON THREE BILLS WHICH COULD BE OF SUBSTANTIAL

INTEREST TO MANY OF OUR TAXPAYERS.

THE FIRST BILL ON WHICH WE WILL HEAR TESTIMONY IS S, 239

WHICH ADDRESSES AN IMPORTANT ENERGY CONSERVATION MEASURE,

CURRENT ESTIMATES ARE THAT URBAN AND SUBURBAN COMMUTING BY

PRIVATE AUTOMOBILE ACCOUNTS FOR ABOUT 33% OF THE TOTAL GASO-

LINE USED BY AUTOMOBILES IN THIS COUNTRY, MOREOVER' SINCE 1973

THIS USAGE HAS SHOWN RELATIVELY LESS EFFECTIVE CONSERVATION

THAN MANY OTHER ENERGY AREAS. PERHAPS IN PART BECAUSE PUBLIC

TRANSPORTATION OFFERS ONLY CERTAIN COMMUNITIES AN ALTERNATIVE

TO AUTOMOBILE COMMUTING, INDIVIDUAL USE OF AUTOMOBILES FOR

COMMUTING, EVEN OVER RELATIVELY LONG DISTANCES, REMAINS HIGH.

S. 239 OFFERS A BROAD RANGE OF TAX INCENTIVES TO SPUR WIDESPREAD

VAN; POOLING AND SO REDUCE SUCH USE OF GASOLINE BY COMMUTERS,

WE LOOK FORWARD TO HEARING FROM OUR WITNESSES ON THIS IMPORTANT

TOPIC.

DRAWING THE LINE BETWEEN BUSINESS AND PERSONAL EXPENSES

HAS BEEN ONE OF THE FUNDAMENTAL TASKS OF THE INDIVIDUAL

INCOME TAX. PERHAPS THE HOTTEST CONFLICT TODAY IN THE PROPER

DIVISION OF PERSONAL EXPENSES AND BUSINESS EXPENSES IS IN THE

AREA OF BUSINESS USE OF THE HOME, A TOPIC ADDRESSED BY THE

SECOND BILL, S. 31, IN 1976 WE RECOGNIZED THE MEASURE OF
THiS PROBLEM BY ENACTING SECTION 280A, A NEW PROVISION

DESIGNED TO LIMIT ABUSE OF CERTAIN BUSINESS DEDUCTIONS RELATED

TO THE USE OF A HOME FOR BUSINESS PURPOSES, THE EXPERIENCE

BEST COPY AVAILABLE
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.OF TAXPAYERS SINCE 1976 WITH THAT PROVISION-AND THE IRS

INTERPRETATION OF THAT PROVISION-SUGGESTS THAT IT IS TOO

BROAD AND PERHAPS TOO VAGUE. BECAUSE OF OUR CONCERN SENATOR

ARMSTRONG AND I INTRODUCED S. 31 TO ELIMINATE SOME POSSIBLE

OVEREXTENSIONS OF THE 1976 LEGISLATION, WE COME HERE TODAY

TO HEAR TESTIMONY ON THAT BILL WHICH WOULD AMEND CERTAIN

PARTICULAR PROVISIONS WHICH HAVE CAUSED SUBSTANTIAL HARDSHIP

FOR TAXPAYERS,

WE WILL ALSO HEAR ONE WITNESS ON S. 452 WHICH PRESENTS

A SOLUTION TO AN APPARENT ANOMALY IN THE VERY COMPLEX TAX

RULES GOVERNING SO-CALLED FOREIGN INVESTMENT COMPANIES.

Senator PACKWOOD. We will start the hearing this morning on S.
239, the Commuter Transportation Energy Efficiency Act, which
provides tax incentives for energy conservation.

I might say to those of you interested in this bill that the
evidence we have from the GAO and the Office of Technology
Assessment is that vanpooling and ridesharing are the most
energy-efficient form of transportation we have.

The first witness is Senator Durenberger.
Senator DURENBERGER. Thank you, Mr. Chairman and Senator

Byrd. I appreciate your both being here and I appreciate the oppor-
tunity to start meetings on time. It is great. I want to thank you
for the opportunity to have hearings on this legislation so quickly.

I know of your commitment to energy conservation, having fol-
lowed your lead on the windfall profit tax and all of the various
conservation amendments that you were able to get on that bill. I
wish we still were funding as many of them as we were in the
beginning.

I also want to thank the many cosponsors of this legislation and
the witnesses who today at personal expense are appearing before
this subcommittee.

S. 239 is cosponsored by Senators Percy, Bentsen, Andrews, Ford,
Hatfield, Hayakawa, Heflin, Mathias, Pell, Sasser, Specter, and
Tsongas.

The willingness of the witnesses-each an expert on aspects of
commuter transportation touched by this legislation-to come for-
ward on short notice to present their views is much appreciated. I
am particularly pleased by the presence here of Congressman Bob
Edgar, who has been a consistent advocate of energy conservation
and mass transit, and who will be sponsoring similar legislation in
the House.
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Mr. Chairman, I will limit my comments to one particular theme
this morning. I begin by taking note of the President's economic
and budget message received by the Congress last week.

I spent part of the weekend reading Dave Stockman's black bpok.
As you know, the budget message is based on the premise thafwe
cannot at this time afford Government programs that do not con-
tribute directly to the national defense or the "social safety net"
which protects the incomes of millions of Americans. Programs
supporting other social objectives, however noble and beneficial to
society, seem generally to be targeted for cuts.

I find that I am in agreement with much that the President and
his Budget Director have proposed. But I must say that in the area'
of energy policy my own course would be somewhat different. I
support the President's decontrol decision strongly, but I do not
believe that it can I5e relied upon as a panacea to solve all of our
energy problems.

Page after page of the black book argues that this energy re-
source or that energy technology should compete in the market-
place now that controls have been lifted. That approach would be
fine if the energy marketplace were the rational, well-ordered in-
teraction of producers and consumers that we read about in the
textbooks, but it just is not.

As we know, the energy marketplace is largely controlled by the
13 member nations of the OPEC cartel. Theirs is the marginal
barrel of oil around the world. And it is their political process, not
ours, that sets the price.

Twice in the past decade the United States has experienced
crude oil supply interruptions as a result of political events in the
Middle East. In both cases the price of crude oil more than tripled
in a few short weeks, causing deep economic dislocation across
America.

President Reagan and his Budget Director have focused on very
real problems in the American economy, but the plain fact is that
even this determined effort by the President, and even if this
action is supported in full by the Congress, cannot be successful
without relative stability in the governments and oil production
policies of a few Middle East nations.

Neither Dave Stockman nor the family buying a new car knows
what the price of gasoline will be next year at this time. Neither
the director of Exxon considering investments in synthetic fuels
nor the small town banker contemplating a loan for an alcohol
plant can accurately judge the profitability of that investment.

Is it wise for us to lurch into the energy future depending on a
market where prices fall slightly between periods of rapid and
permanent increase? Is it wise to put the promise of alcohol fuels
aside until the next embargo, to forgo commercialization of wind
technology until the next war, and to abandon the development of
coal Iquids until the Persian Gulf is blockaded?

S. 239 provides tax subsidies for energy-efficient forms of com-
muter transportation. I have sponsored it not because I believe that
those who share a ride are particularly virtuous and deserve some
kind of a reward from their Government. Rather, it is a form of
social insurance.
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In the past this committee clearly has seen its responsibility to
design a sound energy policy for our Nation. We have determined
that it is appropriate to use the Internal Revenue Code to provide a
gradual transition from today's dependence on imported oil to a
future designed for energy efficiency and fueled by renewable re-
sources. I

We have urged a policy which anticipates higher prices tomor-
row by offering tax incentives for conservation or conversion today.
This is a form of social insurance to protect our Nation's security
and the security of our people's incomes during tie shortfalls and
ra id price increases the energy market most certainly will pro-viSe .

Mr. Chairman, I believe that if you will study this bill you will
find it a thrifty addition to our energy policy. The cost per barrel
saved is lower than most incentives already in place.

For instance, title I will cost the Treasury 12 cents for each
gallon of gasoline saved. This compares quite favorably with the 40-
cents-per-gallon alcohol fuel credit or the 40-percent solar tax
credit.

The technology is here today, and maximizing the energy saved
per dollar of investment does not require large increments of ini-
tial capital.

I want to turn the hearing over to our witnesses who certainly
are more knowledgeable than I on the subject. However, before I
do, I would ask that my prepared statement and letters in support
of S. 239 be received for the record, including a statement from
Senator Sasser.

Senator PACKWOOD. The entire statement will be in the record,
as well as the entire statements of all witnesses. We encourage
abbreviation of the statements.

[The prepared statements of Senators Durenberger and Sasser
follow:]



48

Statement by
Senator Dave Durenberger

on S. 239,
The Commuter Transportation Energy Efficiency Act

before the
Subcommittee on Taxation and Debt Management,

United States Senate Finance Committee
February 23, 1981

Mr. Chairman, I want first to thank you and the Jiembers of
this Subcommittee for holding prompt hearings on this legislation.
I know of your commitment to energy conservation and had the
privilege of joining as a cosponsor to your bill in the 96th
Congress, S. 1760, which became the vehicle for energy conservation
amendments to the Windfall Profits Tax. ,

I also want to thank the many cosponsors of this legislation
and the witnesses who at personal expense are appearing before
your Subcommittee this morn.ng. S. 239 is cosponsored by Senators
Percy, Bentsen, Andrews, Ford, Hatfield, Hayakawa, Heflin, Mathias,
Pell, Sasser, Specter and Tsongas.

The willingness of the witnesses -- each an expert on aspects
of commuter transportation touched by this legislation -- to come
forward on short notice to present their views is much appreciated.
I am especially pleased by the presence of Congressman Bob Edgar,
a consistent advocate of energy efficient mass transit, who will be
sponsoring similar legislation in the House.

Mr. Chairman, I would begin my substantive comments by taking
note of the President's economic and budget message received by
the Congress last week. I spent the weekend reading Dave Stockman's
"black book." As you know, the budget message is based on the
premise that we cannot'at this time afford government programs that
do not contribute directly to the national defense or the "social
safety net" which protects the income of millions of Americans.
Programs supporting other social objectives, however noble and
beneficial to society, are targeted for cuts. 'he fairness of this
budget proposal is to-be judged by the number cf Americans directly
affected by the cuts.

I find that I am in agreement with much that the President
and his Budget Director have proposed. But I must say that in the
area of energy policy, my own course would be much different.
Although I support the President's decontrol decision, I do not
believe that it can be relied upon as a panacea to solve all of our
energy problems. 7age after page of the "black book" argues that
this energy resource or that energy technology should compete in
the marketplace now that controls have been lifted. That approach
would be fine, if the energy marketplace were the rational,
well-ordered interaction of producers and consumers that we read
about in the textbooks. But it is not.
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As we know, the energy marketplace is largely controlled
by the thirteen member nations of the OPEC cartel. Theirs is
the marginal barrel of oil around the world. And it is their
largely political process that sets the price. Twice in the
past decade the United States has experienced crude oil supply
interruptions as a result of events in the Middle East. In
both cases the price of oil more than tripled in a few short
weeks. President Reagan and his Budget Director have focused
on very real problems in the American economy. But the plain
fact is that even this determined action by the President --
and even if this action is supported in full by the Congress --
cannot be successful without relative stability in the governments
and production policies of a few Middle Eastern nations.

Neither Dave Stockman nor the family buying a new car knows
what the price of gasoline will be next year at this time. Neither
the director of Exxon considering investments in synthetic fuels
nor the small town banker contemplating A loan for an alcohol
plant can accurately judge the profitability of that investment.
Is it wise to lurch into the future depending on a market where
prices fall slightly between periods of rapid increase? Is it
wise to put the promise of alcohol fuels aside until the next
embargo, to forego commercialization of wind technology until the
next war, and to abandon the development of coal liquids until
the Persian Gulf is blockaded?

Faced with continued dependence on OPEC oil and the threat of
supply disruptions and massive price increases, the American public
has demanded a national energy policy with energy independence as
the primary objective. Three administrations and four Congresses
have responded with a variety of proposals.

One-half of our oil supply is used for transportation.
One-half of that amount is used in the automobile. It is not
surprising, therefore, thatimany df the policies promised by
Presidents or passed by Congress have focused on the automobile
and gasoline demand as a primary target to solve the energy crisis.

U.S. Petroleum Demand

1976

Sector MMBD

Electric Utilities 1.6
Residential & Commercial 3.5
Industrial 3.2
Rail, Air, Water Transport 2.1
Truck 1.9
Automobile 5.2
U.S8. Total 17.5

Source: Automobile Transportation System, Offcie of
Technology Assessment
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Automobiles consume more than three times as much oil as
electric utilities and fifty percent more than either space
heating in the residential/commercial sector or process uses
in industry. One-third of all automobile trips are commuter
trips to and from work.

Passenger Car Use

Destination Percent of Trips

Work-trip 36 %
Family Business .31 %
Education, Civic, Religious 9 %
Social and Recreational 23 %

Source: Federal Highway Administration

Average Travel Distances

Purpose Distance in Miles

Work-trip 19.4
Shopping 4.4
Education, Religious 4.7
Family Business 6.5
Medical 8.4
Visiting, Social 12.0
Pleasure 20.0

Source: Federal Highway Administration, Household Travel in
the U.S., Report #7, Washington D.C., 1972.

The average commuting distance betweenihome and;work and home
again is 19.4 miles. 80 million Americans make this trip every
day and 52 million make the commuting trip in a single-occupant
automobile. These facts demonstrate the scope of the petroleum
problem and the role that daily commuting plays in our dependence
on uncertain foreign oil.

Mr. Chairman, the transportation conservation policies that
have been debated in the Congress since 1973 can be classified into
three groups. Some attempt to reduce traffic demand by increasing
the price of fuel or restriciting supply. This group includes
price decontrol, the gasoline tax or oil import fee and gasoline
rationing. A second type of transportation conservation policy
focuses-ob-technological innovations. These policies included
modifications in automobile design and the development of alternative
fuels.
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Reducing commuter demand for gasoline through higher prices
and the technological fix are the policies most often debated in
the past seven years. As we have found again and again, these
alternatves are very expensive and necessarily require much
government involvement in the marketplace.

There is another type of policy -- modal efficiency -- which
has the promise of saving as much or more energy and at a far

.lesser cost. For commuter transportation modal efficiency includes
the carpool, the vanpool, the bus and other forms of mass transit.
Today, there are 80 million commuters in America and the vast
majority drive to and from work in the single-occupant automoblie.
Less than 10 percent take mass transit. Only 20 percent carpool or
share a ride.

Principal Means of Transportation Used
for Work-Trips in the U.S.

1975

Means of Transport Number Percent
('000s)

All Workers 77,540 100 %

Automobile or Truck 67,869 87.5

Single Occupant 52,294 67.4
Carpool 15,575 20.1

Public Transportation 4,825 6.2

Bus or Streetcar 3,100 4.0
Subway 1,179 1.5
Heavy Rail 405 .5
Taxicabs 141 .2

Bicycle 471 .6
Motorcycle 297 .4
Walk Only 3,778 4.9
Other 299 .4

Source: Journey to Work in the U.S., Bureau of the Census,
July 1979.

This pattern of commuter traffic persists despite the fact
that vanpools consume one-sixth the energy per passenger mile
consumed by the single-occupant car and despite that fact that
ridesharing can dramatically reduce the cost of commuting to work.
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In 1977 the Congressional Budget Office prepared a study
entitled Urban Transportation and Enery As one might expect,
the study determined that sub st- tia energy savings could be
realized in the commuter trip by shifting from the single-.
occupant automobile to.other modes in the commuter trip. The
surprising result is the very large amount of energy that might be
saved. In terms of operating energy only the single-occupant
automobile consumes 11,000 btu's per pasenger mile. The most
efficient mode, the vanpool, consumes less than one-seventh of
this amount -- 1,560 btu's per passenger mile. In terms that
are more common, the average vanpool saves its riders 5,000 :
gallons of gasoline per year. At today's price, that is
a savings of $7,500 dollars per year'for each vanpool on the
road.

Energy Required by Urban Transportation Modes

Mode BTU' s/Passenger Mile

Single-Occupant Auto 11,000
Average Auto (1.4 Persons) 7,860
Carpool 3,670
Vanpool 1,560
Heavy Rail 2,540
Commuter Rail 2,625
Light Rail 3,750
Bus 2,610

Source: Urban Transortation and Energy
Co-ngessional Budget office

Price of Commuting Per Person in 1979

Mode Cost in Cents/Mile

Single-Occupant Auto 48.8 0
Rail Transit 36.1 0
Two-Occupant Auto 24.4 €
Bus 23.1 0
Four-Occupant Auto 12.2 €
Ten-Occupant Vanpool 5.7 0

Source: Pocket Fact Book, 1980, Highway Users Federation

Because ridesharing has such promise for energy conservation
and for reducing the cost of the work-trip, I believe that it will
be an important part of the future solution to our energy problems.
The question is whether we wait for a war or revolution in some far
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place to make ridesharing an absolute necessity for most Americans
or whether we in the Congress take action now to encourage ride-
sharing on a voluntary basis to lessen the impact of the coming
energy shortfalls?

Title I of this legislation provides a 15% income tax credit
for the individual who purchases a van and uses it for a commuter
pool over a three-year period. The average cost of a van, today,
is $12,000. The 15% credit provides a reduction in taxes and cost
to the Treasury of $1,800. Over a three-year period that vanpool
will save 15,000 gallons of gasoline. The subsidy for saving
amounts to 120 per gallon -- a figure that compares very favorably
with the 40t per gallon subsidy for alcohol fuels or the 40% solar
energy tax credit.

Title III provides a similar credit for the business which
buys or leases a van for use by its employees in the commuter
trip. In this instance, the bill provides for a 10% business
energy credit which when added to the existing 10% investment tax
credit will bring the total incentive to 20% of the cost of a
van. The subsidy is 160 per gallon of gasoline saved.

Both Title I and Title III contain mileage limitations that
protect the Treasury against credit claims for vans that are not
often used in pooling. Current law contains an 80/20 rule
specifying that at least 80 percent of the mileage on a qualifying
van must be commuter mileage in the pooling mode. Title I
provides a 50/50 rule for the van purchased by an individual.

Mr. Chairman, at the time we markup this bill, I will offer
an amendment that drops the mileage limitation and applies a
176 day rule instead. This will make the limitation on a
qualifying van similar to the limitation for the carpool and will
at the same time allow businesses more flexibility in offerring
personal use of the van as an incentive to attract drivers for
business sponsored pools.

I intend to offer an additional amendment to Title III at the
time it is considered by the rull Committee. The bill as drafted
removes the word taxpayer from current law, so that a company
leasing rather than purchasing a van for use by its employees
might also qualify for the credit. I want to make sure that
these credits are also available to private, thrid-party ridesharing
firms who lease vans directly to individuals. This measure will
provide the incentives necessary to organize pools among the
employees of small businesses where the number of employees and
the dispersion of their residences does not provide sufficient
financial advantage to bring the employer into organizing pooling
programs.
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Title II of this legislation exempts "qualified" transportation
benefits provided by an employer from an employee's taxable income.
These benefits include subsidies for transit passes, services
provided to carpools and vanpools and incentives designed to
encourage employees to use ridesharing in the conuuter trip. It
also excludes payments .from riders to drivers in a rideshairng
vehicle from the taxable income of the driver. This title has
no current cost to the Treasury as IRS is not currently collecting
taxes on either transportation benefits or commuter pool payments.
It does, however, open up the possibility of substantial transporta-
tion programs offerred by employers that promise significant
savings to both the business and the worker.

Title IV takes an additonal step in this direction by providing
a business tax credit for the administrative costs of operating an
employer-sponsored ridesharing program. The unique feature of this
title is that the value of the credit increases as the rate of
employee participation increases. It is I believe a sound policy
and one that anticipates the future of commuter transportation in
America.

Mr. Chairman, in the past this Committee has clearly seen
its responsibility to design a sound energy policy for our nation.
We have determined that it is appropriate to use the Internal
Revenue Code to provide a gradual transition from today's dependence
on imported oil to a future designed for energy efficiency and
fueled by renewable resources.. We have determined that a policy
which anticpates higher prices tomorrow by offering incentives
for conservation or conversion today is a form of insurance to
protect us from the shortfalls and rapid price increases that
the energy markets most certainly offer. Mr. Chairman, I beleive
that as you study this bill you will find it ax.thflfty¥addibion
to our insurancA policy. The technology is here today. The cost
per barrel of oil saved is lower than most incentives already in
place... I thank you again for the promptness of this hearing and
look forward to working with you on this and other legislation
that provides security against the uncertainty of the energy
marketplace.
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Energy Efficiency Act of 1981

Mr. Chairman, I compliment you on holding hearings today

on S.239, the Comuter Transportation Energy Efficiency Act of

1981. The promptness with which these hearings are held indicates

your recognition of the important part which ridesharing

should play in ou national energy policy.

In the State of Tennessee, I am proud that we have three of

the nation's finest ridesharing programs. The Knoxville Commuter

Pool is an organization locates at the University-of Tennessee's

Transportation Center and is sponsored in part by the Tennessee

Energy Authority and the Urban Mass Transit Administration through

a service and fare demonstration grant to the City of Knoxville.

Over 30,000 employees have asked the Knoxville Commuter Pool for

assistance with ridesharing and at the end of 1980, the program had

a computer master file of over 20,000 names.

Nashville's Metropolitan Transit Authority has recently

initiated a comprehensive program to encourage ridesharing among

employees in the Nashville area. This program has set ambitious

goals for itself and will be successful, especially if the Congress

passes initiatives which will encourage employees and employers

to participate.

The Memphis and Shelby County Office of Planning and Development,

in cooperation with the Tennessee Energy Authority, coducts a

ridesharing program which has received outstanding support

from computers and their employers. Actual benefits derived from

the program are impressive; for instance, for every dollar spent on

the Memphis area rideshare program, $13.50 has been saved in

commuter dollars alone.

Ridesharing programs are producing significant energy

savings, while simultaneously reducing air pollution, traffic

congestion, and parking demand. I support S.239, a bill which

would provide an added boost for ridesharing programs throughout

the country.
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Senator PACKWOOD. Before we have any questions, we will take
Congressman Edgar.

Senator DURENBERGER. Thank you very much, Mr. Chairman.
[The pamphlet, "Ridesharing: Meeting the Challenges of the

'80s," is in the committee files.]

STATEMENT OF HON. ROBERT W. EDGAR, U.S.
REPRESENTATIVE FROM THE STATE OF PENNSYLVANIA

Representative EDGAR. Thank you, Mr. Chairman. Thank you for
the opportunity to testify this morning.

I appreciate Senator Durenberger's comments. I think he was
very articulate about the need for the legislation which he has
introduced on the Senate side. I plan to introduce similar legisla-
tion shortly on the House side.

I might preface my remarks this morning by indicating that
since 1975, when I came to Congress, I have been a strong advocate
of vanpooling, carpooling, and ridesharing programs. Even when
the word was confusing in the minds of many people I was interest-
ed in trying to stimulate this use of energy resource as well as this
use of transportation not only in urban settings, but also in rural
and suburban communities.

I might add that Congressman Floyd Fithian from Indiana, Con-
gressman Vic Fazio from California, and I share a carpool from the
Annandale section of northern Virginia every morning. We are
able to use the Shirley Highway express lanes and utilize some of
the benefits of carpooling and vanpooling.

In order not to duplicate the testimony given by others, I will
limit my remarks to the following areas: The complementary
nature of ridesharing and transit and the importance of providing
Federal support for ridesharing through this legislation.

Mr. Chairman, I have been an ardent supporter of mass trans-
portation for many years. It is apparent that transit systems are an
indispensable part of the urban fabric without which our major
cities would suffer severe economic consequences. It is possible that
without transit service they could not even exist in their present
form. Mass transportation also provides mobility for a large per-
centage of our urban population which does not have access to an
automobile. This includes the elderly, handicapped, young, poor,
and unemployed.

Over the years, I have consistently supported assistance pro-
grams to rebuild and strengthen our mass transportation services.
During this time most Federal assistance for public transportation
has gone to support conventional, fixed-route bus and train oper-
ations. This certainly was the first priority for Federal involvement
since these systems were on the verge of collapse.

However, it is also apparent to anyone wbo has studied urban
trip patterns that these conventional systems can only serve a
portion of the trips in urbanized areas of our country. For example,
it is estimated that 50 percent of urban area trips have their origin
and destination in the suburbs. Also, in many U.S. cities the per-
centage of the urban area workforce that is employed in the cen-
tral business district is not large. In Minneapolis, for example, it is
on the order of 17 percent.
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What these numbers suggest is not that we should decrease the
support we make available for conventional systems, but that we
should look for ways to encourage alternatives to the single-occu-
pant automobile for those trips which cannot be conveniently or
economicall served by fixed-route systems.

One of the most obvious alternatives is ridesharing. This ap-
proach takes advantage of the huge automobile and highway re-
source that is already in place. It is relatively easy and inexpensive
to implement, and it goes a long way to meeting our national goals
of conserving energy and alleviating traffic congestion.

One of the fears that people have about ridesharing is that it will
be competitive with mass transit service and will accomplish very
little because it will be used by the same people that would normal-
I use the bus or train. I think the experience to date has shown
t to be an incorrect assumption.

We have to keep in mind that transportation, like any other good
or service, has different forms to meet the varying needs of differ-
ent segments of the marketplace. Ridesharing meets the needs of
employees who live beyond the range of bus and rail routes or who
work at suburban employment centers which have no transit serv-
ice. Even in those areas which have good transit service rideshar-
ing can perform as an effective complement.

InMarin County, Calif., the Golden Gate Bridge Highway and
Transportation District operates a system of buses, ferries, private
buses, and vanpools. After the vanpool operation was started bus
ridership went up, and the demand remains strong for all the
services offered. The approach taken in Marin County is simply a
recognition of the different needs and desires of commuters.

By offering a variety of services, they not only get a larger
percentage of the market but broaden their base of support. The
services they provide do not compete with each other but comprise
a system that provides alternatives to the real competition, the
single-occupant automobile.

Based on this and other experience around the country, I think
we can stop worrying about destructive competition between ride-
sharing and transit. It is important that we encourage a variety of
approaches through legislation such as S. 239 to meet the different
needs of the traveling public.

But even if one accepts that ridesharing has positive benefits, the
same person may question the desirability of encouraging it
through tax benefits. In order to see the need for this, we have to
consider the magnitude of the problem we are facing and the
difficulty in bringing about the desired effect.

Every day about 60 percent of U.S. commuters drive to work
alone. They do so not only because they like to travel this way, but
because over the years they have been encouraged to do so through
various policies that make it difficult to do otherwise. Cheap
energy, urban sprawl, free parking, obsolete regulations, support
for highway construction, and neglect of mass transportation have
pushed people into the sing .occupant mode. Conditions have
changed, but, unfortunately, habits do not change so easily.

In his book "Diffusion of Innovations," Prof. Everett Rogers of
Stanford University describes how changes are spread through soci-
ety. Taking examples from the fields of agriculture, medicine, and
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education, he documents that acceptance time for new ideas and
practices is usually measured in decades.

For example, it takes about 15 years for new ideas in education
to become commonly accepted. The Department of Agriculture de-
veloped the Agricultural Extension Service to disseminate the re-
sults of their research because successful innovations are not auto-
matically accepted. It takes time and effort to get people to change.

In hit' book, Professor Rogers noted that the diffusion process can
be hastimed by the existence of an economic incentive or the pres-
ence of an influential "change agent," a person or organization
which encourages people to adopt new ideas.

Given the magnitude of the change we would like to see brought
about, and the difficulty in getting people to change habits that
have been developed over the years, I feel it is important that the
legislation proposed by Senator Durenberger be passed. These tax
credits can provide the economic incentives that are needed to
hasten the acceptance of ridesharing.

Another aspect of the diffusion process is found in the compre-
hensive nature of the bill. Support is given to various forms of
ridesharing as well as mass transit. The Department of Transporta-
tion has found that employers respond more favorably to programs
that have a broad scope which can offer benefits to the entire work
force. During your consideration of the bill, please keep in mind
that the benefits must be comprehensive in order to be effective.

This bill, by itself, will not overcome all barriers to ridesharing
and vanpooling. However, it will dovetail with other efforts at the
State and local level and by employers and individuals to change
the travel patterns of the lone auto driver. The bill will also bring
about a more equitable situation in which the cards are not
stacked quite as heavily in favor of the solo driver who for years
has received free parking as a tax-free benefit.

For the above reasons and in consideration of the other testimo-
ny that will be presented today, I urge your positive review of this
legislation and its acceptance by the full Senate.

Senator PACKWOOD. Congressman, I have no questions. I might
comment that the Treasury has not yet submitted any views. They
chose not to testify on the bill before us today.

I don't want to prejudge them. If they are like past Treasury
officials, Republican or Democrat, they will oppose all these bills
for one of two reasons-either they didn't think them up or they
just don't like to use the Tax Code as incentives for any kind of
social purposes.

There are some very consistent people like that. I see nothing
wrong with using the Tax Code for legitimate social purposes. I
have never run across anyone in the Treasury who adopts the
philosophy of not using it at all because time and time again they
will come up with their own proposals in which they use the Tax
Code bis an incentive.

Senator EDGAn. That is right.
Senator PACKWOOD. However, at the moment we have no state-

ments from them. They will submit their statements later.
Senator Byrd.
Senator BYRD. Thank you, Mr. Chairman.
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To follow up Senator Packwood's statement about using the Tax
Code for social purposes, President Reagan in his speech the other
night indicated approval of that.

You brought out a very interesting figure. If I understood it
correctly, you stated 60 percent of the commuters travel alone. Is
that what you said?

Senator EDGAR. That is correct.
Senator BYRD. Is that only those who commute by automobile or

does it include all commuters?
Senator EDGAR. I think that includes all commuters.
Senator BYRD. If that is the case, for those who travel by auto-

mobile who travel alone that figure would be well above 60 per-
cent.

Senator EDGAR. That is correct.
Senator BYRD. That was a very interesting presentation. Thank

you.
Senator PACKWOOD. Senator Durenberger?
Senator DURENBERGER. I have no questions. I appreciate your

support, Bob.
Senator EDGAR. I would like to comment on two things.
First, on the ridership question, if you could tinker with the

ridership just a small fraction and get two or three people in an
automobile, you not only could save a lot of energy but you could
also help to cut down on traffic congestion. Statistic after statistic
indicates the large number of people that have been put into a
pattern of enjoying that solo auto ride.

As the energy dilemma becomes more difficult, and we have
more and more traffic congestion, it is going to be imperative that,
we encourage more and more people to ride together in two-, three-
and four-occupancy automobiles as well as vanpools. I think the
Senator's bill moves in that direction.

It may be true that the administration does not want to use tax
policy for socially acceptable purposes. However, I think it is not
very a good idea to use tax policy for socially destructive purposes
either, and we do that all the time.

For example, the President announced in his speech that he
favored the 10-year accelerated depreciation on new buildings but
said nothing about the rehabilitation and reconstruction of existing
buildings. Vat happens if we do not have a balanced approach
between new and old structures is that we encourage the chewing
u of agricultural areas, and open space at the expense of industri-

areas in the older cities. We have to be careful when we start
talking about a broad policy of not wanting to use tax policy for
social purposes to recognize that many times we put in place tax
policies that may hurt cities, may hurt older States, may hurt
particular kinds of businesses.

I think the Tax Code is a way to give incentives for people to
move in particular directions without much Government bureauc-
racy. We are suggesting it here in terms of transportation. We
have also suggested it over time in the area of homeownership. I
think it makes sense, where appropriate, to use the tax policy to
nudge people in one direction or the other to do things which are-
acceptable to the broader society.

(The prepared statement of the Hon. Robert W. Edgar follows:]

76-629 O-81-5
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Mr. Chairman, I want to thank you for this opportunity to

testify in favor of the proposed legislation. In order not to duplicate

the testimony given by others, I will limlt my remarks to the following

areas; the complementary nature of ridesharing and transit and the importance

of providing Federal support for ridesharing through this legislation.

Mr. Chairman, I have been an ardent supporter of mass transportation

for many years. It is apparant that transit systems are an indispensable

part of the urban fabric without which our major cities would suffer severe

economic consequences. It is possible that without transit service they

could not even exist in their present form. Mass transportation also

provides mobility for a large percentage of our urban population which does

not have access to an automobile. This includes the elderly, handicapped,

young, poor and unemployed. Over the years, I have consistently supported

assistance programs to rebuild and strengthen our mass transportation

services. During this time most Federat assistance for public transportation

has gone to support conventional, fixed route bus and train operations. This

certainly was the first priority for Federal involvement since these systems

were on the verge of collapse.

However, it is also apparant to anyone who has studied urban trip

patterns that these conventional systems can only serve a portion of the trips

in urbanized areas of the country. For example, it is estimated that 50% of

urban area trips have their origin and destination in the suburbs. Also, in

many U.S. cities, the percentage of the urban area workforce that is employed

in the Central Business District is not large. In Minneapolis, for example,

it is on the order of 17%.

What these numbers suggest is not that we should decrease the
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support we make available for conventional systems, but that we should look

for ways to encourage alternatives to the single occupant automobile for

those trips which cannot be conveniently or economically served by fixed route

systems.
One of the most obvious alternatives is ridesharing. This approach

takes advantage of the huge automobile and highway resource that is already in

place. It is relatively easy and inexpensive to implement, and it goes a

long way to meeting our national goals of conserving energy and alleviating

traffic congestion.

One of the fears that people have about ridesharing is that it will

be competitive with mass transit service and will accomplish very little

because it will be used by the same people that would normally use the bus or

train. I think the experience to date has shown this to be an incorrect assumption

We have to keep in mind that transportation, like any other good or service

has different forms to meet the varying needs of different segments of the

marketplace. Ridesharing meets the needs of employees who live beyond the

range of bus and rail routep or who work at suburban employment centers which

have no transit service. Even in those areas which have good transit service,

ridesharing can perform as an effective complement. In Marin County, California,

the Golden Gate Bridge, Highway and Transportation District operates a system

of buses, ferries, private buses and vanpools. After the vanpool operation was

started, bus ridership went up and the demand remains strong for all the services

offered. The approach taken in Marin County is simply a recognition of the

different needs and desires of commuters. By offering a variety of services,

they not only get a larger percentage of the market but broaden their base of

support. The services they provide do not compete with each other but comprise
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a system that provides alternatives to the real competition, the single

occupant automobile.

Based on this and other experience around the country, I think we

can stop worrying about destructive competition between ridesharing and

transit. It is important that we encourage a variety of approaches through

legislation such as S. 239 to lneet the different needs of the traveling public.

But even if one accepts that ridesharing has positive benefits, the

same person may question the desirability of encouraging it through tax

benefits. In order to see the need for this, we have to consider the magnitude

of the problem we are facing and the difficulty in bringing about the desired

effect.

Every day about 60% of U.S. commuters drive to work alone. They

do so, not only because they like to travel this way, but because, over the

years, they have been encouraged to do so through various policies that make

it difficult to do otherwise. Cheap energy, urban sprawl, free parking,

obsolete regulations, support for highway construction and neglect of mass

transportation have pushed people into the single occupant mode. Conditions

have changed, but, unfortunately, habits do not change so easily.

In his book Diffusion of Innovations, Professor Everett Rogers of

Stanford University describes how changes are spread through society. Taking

examples from the fields of agriculture, medicine and education, he documents

that acceptance time for new ideas and practices is usually measured in

decades. For example, it takes about 15 years for new ideas in education to

become commonly accepted. The Department of Agriculture developed the

Agricultural Extension Service to disseminate the results of their research

because successful innovations are not automatically accepted. It takes time

and effort to get people to change. In his book, Professor Rogers noted that

the diffusion process can be hastened by the existence of an economic
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incentive or the presence of ah influential Ochange agent", a person or

organization which encourages people to adopt new ideas.

Given the magnitude of the change we would like to see brought

about, and the difficulty in getting opl to change habits that have

been developed over the yeat, I feel it is important that the legislation

proposed by Senator Durenberger be passed. These tax credits can provide

the economic incentiVe that is needed to hasten the acceptance of ridesharing.

Another aspect of the diffusion process is found in the comprehensive

nature of the bill. Support is given to various fetus of ridesharing as

well as mass transit. The Department of Transportation has found that

employers respond more favorably to programs that have a broad scope which

can offer benefits to the entire workfote. Durin your consideration of

bill, please keep in mind that the benefits must be comprehensive in order

to be effective,

This bill, by itself, will not overcome all the barriers to

ridesharing. However, it will dovetail with other efforts at the state

and local level and by employers and individuals to change the travel patterns

of the lone auto driver. The bill will also bring about a more e4uitible

situation in which the cards are not stacked quite as heavily in favor

of the solo driver who, for years, has received free parking as a tax free

benefit.

For the above reasons and in consideration of thp other testimony

that has been presented today, I urge your positive review of this legislation

and its acceptance by the full Senate.
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Senator PACKWOOD. Congressman, thank you very much for
coming over.

We now have a panel consisting of Roy Coughlin, the Honorable
Robert Duncan, Edward Lyle, John Oehlenschlager, and Clarence
Shallbetter.

We will put all of your complete statements in the record. We
encourage you to hold your oral presentations to 5 minutes. We
will hear everybody's statements first and ask questions after-
wards.

Mr. Coughlin is not here at the moment. Therefore, we will start
with Bob Duncan.

STATEMENT OF ROBERT DUNCAN, TRI-COUNTY METROPOLITAN
TRANSPORTATION DISTRICT (PORTLAND, OREG., TRANSIT
AGENCY)
Mr. DUNCAN. Mr. Chairman and members of the panel, I submit

a slightly longer statement and will try to summarize our remarks.
I am speaking on behalf of the Tri-County Metropolitan Trans-

portation District in Oregon, the largest transit district in Oregon
operating in the Portland-Vancouver metropolitan area.

The Tri-Met board strongly supports S. 239 and will be forward-
ing a formal resolution for entry into the hearing record. They do
so because of the success they have enjoyed in promoting carpool-
ing, vanpooling, and buspooling at a comparatively small cost to
the taxpayer.

In the Portland area today over 52,000 people share rides or
carpool. Tri-Met spends approximately $262,000 per year in promot-
ing these pools by offering matching services, aiding and encourag-
ing employers to set up pools, and supporting buspools where prac-
tical.

This figures out to be about $2.18 in tax money per carpooler per
Year as against approximately $1 per passenger per day cost to the
Federal and local taxpayer for a ride on the Portland bus system.
That is in addition to the fare.

Getting people to work has not traditionally been a responsibility
of the business community. The employee has had to get to the
workplace on his own. The private automobile has heretofore been
a simple and very convenient way of answering that need. Tri-Met
believes that changing- the tax structure so as to encourage addi-
tional participation in pooling is a cost-effective way to induce both
individuals and industry to sponsor and promote the system.

It is true that S. 239 will have an impact on tax income. It is a
tax expenditure, if you will, but it is a far less expensive way to do
it and encourages private solutions to the transportation problem.
In Portland it is the cheapest way to get the single passenger car
off the road, reduce pollution, minimize parking problems, extend
the life of the highway, and generally increase the efficiency of the
transportation system.

I share the disappointment of many that mass transit has not
been more of a success than it has been in view of the large
amounts of public money invested in it. There have been some
bright spots, however. In any event, I believe that the mass transit
system carries such a substantial margin of commuters that it
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must be sustained and that the system itself would collapse with-
out it.

I believe that we must constantly search for innovative, less
expensive, and more efficient ways to get people to their work and
that the Federal Government will have to continue to participate
in this effort. Transportation both of goods and people, as everyone
knows, is the key factor to a healthy economy.

Tri-Met urges your committee to support S. 239, to watch this
experiment, to review it periodically to make sure that it succeeds,
and to make any test period long enough for a fair trial and long
enough to enable the necessary equipment to be fully amortized.

I doubt if you will hear anybody today who is against carpooling,
vanpooling, or buspooling on principle. We have tried to show you
what has happened in Portland with a minimum investment. You
might say, "If you've done so well, why do you need more?" It is
because we think that the surface has barely been scratched; the
potential is much greater.

I have only a couple comments with respect to the bill. The
record should-show that I was looking at S. 330 introduced last
year. I would suggest that in title IV the tax credit which you are
providing to corporations is so miniscule that I doubt if it will be
much of an incentive. I think it goes to a maximum of $30, $40, or
$50 per year if you get 50 percent of your employees participating.
That is unrealistic.

The last caveat that I would urge would be to look at the last
title, the highway tax credit that you are giving. I am not sure that
is necessary if the others are adjusted.

I would ask you to look at what is happening to our highway
trust fund. As a former member of the Appropriations Committee,
it worries me. I saw what we did when we gave a tax exemption for
gasohol. If this program is going to work, you have to have some
highways to run them on.

Therefore, I would suggest that the committee look at that gas
tax exemption before you get too far.Senator PACKWOOD. The administration is toying with a 2-cent
increase in the gas tax.

Mr. DUNCAN. I have been encouraging them to toy with that idea
and to implement it, Senator.

Senator PACKWOOD. I might say, Bob, that to the best of my
knowledge there is no known opposition to this bill with the caveat
that Treasury probably will oppose it. However, I have come toexpect that.Mr. DUNCAN. That is a budgetary question. Again, I didn't like

off-budget expenses.
There is no reason you cannot adjust the budgeting process so

you know exactly what you are doing, how much it is costing you,
whether it is an affirmative appropriation or whether it is a nega-
tive tax credit.

Senator PACKWOOD. Thank you.
Has Mr. Coughlin arrived?
Z No response.]

nator PACKWOOD. He has not arrived yet. Therefore, we will
take Mr. Lyle.
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STATEMENT OF EDWARD LYLE, COUNSEL, ALLIANCE TO SAVE
ENERGY

Mr. Lyrz. Thank you, Mr. Chairman.
I am counsel to the Alliance to Save Energy. I am testifying

today as substitute for Robert Rauch, our general counsel, who has
been called away on a personal matter.

The Alliance is a national, nonprofit organization comprised of
representatives of the business, labor, government, environmental,
and community sectors. I am happy to say that the chairman of
our organization, Senator Charles Percy, is one of the cosponsors of
S.239.

We are happy to have the opportunity to testify on that bill
today. I would request that the written statement which Mr. Rauch
prepared be entered into the record of this proceeding.

Senator PACKWOOD. It will be included following your oral testi-
mony. We would encourage you to abbreviate it, andwe are asking
all our witnesses to hold themselves to 5 minutes.

Mr. LyLz. I would like to talk in the time allotted to me about a
study which the Alliance commissioned Cambridge Reports, Inc., to
do concerning popular attitudes toward energy conservation in gen-
eral and vanpooling, one form of ridesharing, in particular.

The study was done in July and August of 1980. It consisted of
interviews, in-home interviews of 1,500 adults throughout the
United States.

Of those interviewed, 53 percent said they were employed, and it
was in this universe, the small universe of 53 percent, that the
survey went on with regard to vanpooling.

These 53 percent were then asked how many drive to work alone.
It was found that 66 percent of this smaller universe did drive to
work alone each day.

They then were asked whether they would be interested in being
a member of a vanpooling arrangement. Of this universe of people
employed, 44 percent said yes, they would be interested in that.
Parenthetically, more Republicans than Democrats said they would
be interested, but the result was statistically insignificant.

The survey then concentrated on those who said they would not
be interested in vanpooling. I might point out that these include
walkers, salesmen who need their cars at work, and others who do
not wish to vanpool for reasons other than simply because they
like their automobiles.

Of those who said they did not want to vanpool, they were asked
whether, if they could save $35 a month in their commuting costs,
would they be interested in vanpooling. The total number went up
from 44 percent to 55 percent.

They then were asked if they could save $100 a month, which is
not unusual for long distance commuters, whether they would be
interested in vanling. The figure went up from 55 to 60 percent.

The highest rate of affirmative responses came from those whose
total commute each day to and from work exceeds 20 miles. This
goup comprises 27 percent of the commuters in the United States.
Yet, they use 68 percent of the gas used in commuting.

Thus, Mr. Chairman, we believe that the potential is there for a
considerable increase in the number of vanpoos throughout the
United States. We estimate a total of about 850,000 vanpools could
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be formed and, if they were, they would save this country 450,000
barrels of oil a day, or roughly one-third the production of the
Alaskan north slope.

To date, however, there have been very few incentives and little
Government encouragement for vanpooling. 3M instituted the first
employer vanpooling program in 1973. To date, there are about
8,000 vanpools operated by employers as a service to their employ-
ees. As I have indicated, this is about one one-hundredth of the
total number of vanpools which might be formed.

Furthermore, there has been no active marketing of vans or
vanpooling. There has been no advertisement of them. There has
been no attempt to target those who might be interested in van-
pooling and reach them in terms of participating in such a pool.

The three groups with which the Alliance has been most con-
cerned in connection with vanpooling are:

One, individuals who get together and want a vanpool to cut
down on their commuting costs;

Two, employers who provide a vanpooling service to their em-
ployees; and

Three, a group in which We are particularly interested, entrepre-
neurs who may wish to go into the business of buying and leasing
vans or engaging in other types of vanpooling promotion. It is this
group which we feel might be the one to go out and activelypromote vanpo01ing.We support S. 29 because we believe it provides incentives for

all three of these groups. There will be a 15-percent individual
income tax credit, and to the employers and the entreprenuers
there will be an additional 10-percent credit over and above the
regular 10-percent credit, a total of 20 percent. On a $10,000 van
that would amount to a credit for these employers and entrepre-
neurs of $2,000. As for the entrepreneurs, they could engage in
advertising and the market research to target those long-distance
commuters and others who might be especially interested in van-pooling.

The Alliance currently has under way a number of projects, one
of which concerns these entrepreneurial arrangements and what it
would take to make them widespread throughout the United
States. Another concerns multiple van arrangements, so that indi-
viduals can transfer from one van to another if they stay late at
the office and have to go home after their regular van leaves.

Senator PACKWOOD. Please conclude your statement, and we will
put the rest of it in the record.

Mr. Lyiz. Fine, sir. We would be happy to make those results
available to this committee as we get them.

Thank you for the opportunity to testify.
Senator PACKWOOD. Thank you.
Mr. Oehlenschlager.

STATEMENT OF JOHN OEHLENSCHLAGER, PRESIDENT,
VIRGINIA VAN POOLERS ASSOCIATION

Mr. OMHLNSCHAGER. I thank you for this opportunity to testify
this morning in behalf of the Virginia Van PoolAssociation.

The growth of owner-operator vanpools in Virginia has been
increased by a factor of more than 10 in the last 2 years. From an
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estimated 30 vanpools in 1978, there are now 400 in just a five-
county area in northern Virginia.

With the spiraling cost of commuting by auto and the lack of an
affordable public transportation for commuting outside the metro-
politan area, vanpools thrive and will continue to multiply.

Heretofore, vanpools have been the domain of private industry
with major employers being able to help their employees through
company-sponsored programs. Past legislation has been provided
for incentives for employers to stimulate these programs.

We are now seeing a different phenomena, the individual who is
willing to spend $12,000-plus for a commuter van, ffll it with riders,
and keep it running for 4 more years with no subsidies or precious
few incentives other than a genuine desire to help conserve energy
resources.

Some will argue that getting the van paid for in 4 years is
adequate payment for the responsibilities one assumes in starting
such an operation. Let's look at it in dollars.

The driver of a van being driven 25,000 per year will spend over
2,500 hours behind the wheel during that 4 years. If he is on
Shirley Highway, it will be more. He will spend another 109 hours
per year maintaining that van, keeping it in adequate condition for
his riders. After 4 years his van will be worth about $3,000.

Now are any of you willing to walk out of here today and make a
$12,000 commitment for $1.03 per hour return? That is what our
vanpoolers are doing now.

If we cannot offer more incentives than that, we are soon going
to run out of dedicated individuals. These individuals are not seek-
ing subsidies, nor grandiose Government programs to help. What
they want is credit and recognition for what they are doing. Where
else better to recognize the accomplishment of these conscientious
and dedicated Americans than on April 15?

The members of the Virginia Van Pool Association whole heart-
edly endorse the effort of Senator Durenberger and urge that
Senate bill 239 be adopted.

Thank you.
Mr. PACKWOOD. Mr. Shalbetter.

STATEMENT OF CLARENCE SHALLBETTER, PRESIDENT,
RIDESHARING, INC.

Mr. SHLurrrm. Mr. Chairman and members of the committee,
my views on this excellent bill reflect my experience for the past 6
years in ridesharing.

That experience includes work in the past year as president of
Ridesharing, Inc., a subsidiary of the St. Paul Cos., as a member
last year of the National Ridesharing Task Force, and previously
with Public Service Options in beginning efforts directed to provid-
ing ridesharing opportunities in multiemployer locations in the
Twin Cities area.

Ridesharing has been around for a long time most obviously in
the form of carpooling and increasingly with vanpooling. Some also
include mass transit in that definition. Typically, various forms of
ridesharing are simply alternatives to driving alone to and from
work.
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Some forms of ridesharing are already significant while others
are growing rapidly. In the Twin Cities metropolitan area, for
example, 15 to 20 percent of the people currently carpool to work.
This is by far the largest form of ridesharing, twice the size of mass
transit. Other 7 percent take the bus, mostly to jobs in the two
downtowns.

Finally, since 3M introduced it in 1973, vanpoolig is emerging
as another significant ridesharing service. In the Twin Cities area,
for example, 3 currently has 130 vans and another 10 firms
provide vanpo.)l service for their employees, with one company liter-
ally picking up and dropping off all of their employees in their
vans every day. Finally, there is a publicly sponsored vanpool
program through the Minneiota Department of Transportation,
which has almost 100 vans.

Although ridesharing is significant, it still falls far short of the
potential contribution it can make to reducing congestion, energy
conservation, reducing pollution, increasing labor productivity with
on-time arrivals, improved morale, and providing an effective re-
sponse in the event of a gasoline or transit emergency.

While 25 percent of the people in the Twin Cities area currently
ride to work, 75 percent eto not. For a variety of reasons, rideshar-
ing will not and cannot serve everyone. However, it is reasonable
to conclude that with thtt support and commitment of employers
and with continued increases in the cost of transportation that
ridesharing kan reach its potential of 35 to 40 percent of the work
tri n a fw years.

One factor, that accounts for more ridesharing activities than
any other is the employer's commitment to this kind of activity by
their employees. It is not the matching programs or the pool forma-
tion efforts that you might hear a lot about that makes a difference
so much as the support and commitment of employers who provide
incentives and encouragement for their employees to do this.

This commitment heavily revolves around the efforts of the em-
ployers to organize and operate a ridesharing program for their
employees. It also includes a number of steps to provide preferen-
tial parking; substitute a shuttle or transportation service for em-
ployee compensation for the use of their car for business, adjust
work hours to facilitate pool formation; possible payroll deduction
of van, carpool, and bus fares; regular publicity about ridesharing
and recognition of those employees who ride to work.

One of the major features of S. 239 is to further encourage more
employers to provide ridesharing services for their employees.
Some employers, when approached about the possibility of doing
this, have said they would not proceed into a ridesharing program
because of the internal costs of developing and operating such a
program. Although these costs are not very large, they neverthe-
less are another expense. This bill directly addresses this issue and
says, in fact, that the public will help pay for part of the costs
depending on the percentage of employees who are ri 'dig to work.

An other major incentive in the bil is one that will encourage
individuals and firms to purchase or lease vans. This investment
tax credit will stimulate additional vanpooling as it reduces the
fixed costs of vehicles and thereby the monthly charges to passen-
gers.
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This bill represents a sound approach to increasing ridesharing.
It relies on incentives to encourage additional ridesharing and
payment only after action has been taken that results in additional
ridesharing. Strategically, it tends to rely more heavily on the
private sector initiative in response to economic incentives. This
contrasts with the appropriation of funds for public agencies with
the expectation they can do the job and get the desired results.

I think the bill is an excellent step in the direction of stimulating
additional ridesharing, especially of carpooling and vanpooling.
They offer the greatest opportunity for riding to work rather than
driving alone to the 83 percent of workers in the Twin Cities area,
for example, who have jobs outside of the downtowns and for
virtually all of those who work at jobs in the smaller towns and
rural areas of the State.

I urge your favorable consideration of this bill and its adoption.
Senator PACKWOOD. Thank you very much.
Has Mr. Coughlin arrived yet?
(No response.]

nator PACKWOOD. If not, I have one question. Mr. Oehlen-
schlager, you mentioned rather substantial experience with pro-
pane. I have not seen that in the statements of the other witnesses.
In my experience with othei" vanpools and carpools around the
country they have not yet reached your widespread use of it.

How did your group happen to get into it so heavily when others
have not gotten into it yet?

Mr. OMLZNSCrnaGM. We had two or three people who had been
using it for 15 or 20 years in other vehicles. When they got in-
volved in vanpooling it looked like a natural to them.

Now, with cost of gas at $1.40 and $1.50 and propane in the 76-
cent to 80-cent-a-gallon range, there is a lot of interest in doing it.

Senator PACKWOOD. The A.T. & T. affiliate in Oregon-Washing-
ton, Pacific Northwest Bell, is converting all of their service trucks
to propane. They have been experimenting with it for a couple
years. Apparently they have found the same experience you have
in terms of maintenance and in terms of cost. It will take them a
number of years, but they hope to convert all of their service
trucks to propane.

Senator Byrd.
Senator BYRD. First, I want to welcome my fellow Virginian.
I was interested in the figure you gave regarding the number of

carpools in Virginia. I knew the number was in the hundreds, but I
did not realize it exceeded 400. You and your associates are to be
commended and congratulated on this.

I have no questions.
Senator PACKWOOD. Senator Durenberger.
Senator DURENBERGER. Thank you, Mr. Chairman.
Congressman Dmcan, I want to express my particular apprecia-

tion to you for appearing on behalf of Tri-Met. I want to clarify one
observation you made earlier. It is $30 to $40 per employee rather
than $30 to $40 per company. I will assume without asking you a
question that might change your opinion.

I noticed particularly in looking at your testimony the close
working relationship that Tri-Met has with at least 300 or more
businesses. As Clarence pointed out, and I think others have point-



72

ed out, the No. 1 problem in making this kind of system go is
usually the employer, and also the No. 1 opportunity.

If I might, I wonder whether you can tell us a little bit more
about the Portland business community and its interaction with
Tri-Met.

Also, if you can, what is or what was the catalyst that made this
participation so successful?

Mr. DUNCAN. The catalyst was this $265,000 and a very sincere
effort on the part of Tri-Met to make it work.

As I inferred during my statement, one can ask the rhetorical
question-if you are doing so well, why do you need any more
icentives?

While I was still in the Congress and went out to look at this
personally, I found they were running into resistance to getting
into it with specific employers, particularly large employers with a
dispersed set of employees. It is not traditional.

As I say, it has been the responsibility of the worker to get to his
job. It is difficult for an employer to assume an extra cost, particu-
larly in these days when costs are so critical to them, unless they
are going to be able to see some way it could be cost effective.

You can talk about the advertising, and that is true. You can
talk about the expenditures for parking lots, and that is true, too.
However, those are intangibles.

If you can give them a little more, if you say, "We will help you
here,"-their help so far has been with computer programs, setting
up the matching programs for them, and things of this sort. How-
ever, I think it is worth an experiment to see if you can get more
results with a little bigger effort.

Senator DUREFNBERGZR. Thank you.
Mr. DUNCAN. There is one other thing that occurred to me while

sitting here.
Another innovative approach by a good employer and a good

public servant in Oregon, one of my competitors in a congressional
race at one time, has been to encourage the employers who have
multiple places of business to review their employment records and
assign those workers to the place of business closest to their homes.
That is working pretty well. That is John Pascetini. That is work-
ing pretty well.

nator DURENBERGER. Thank you.
Mr. Lyle, I would like to begin by expressing my appreciation to

you and Mr. Rauch and the Alliance, Chuck Percy, and eve body
else, for all of the help you have given in putting this legislation
together and getting support for it.

We are working together to explore the possibility to make cer-
tain amendments, particularly in the area of third-party opportuni-
ty for investment in vanpool technology.

I wonder if you would expand a little on the structure of such an
amendment and explain why it is important to the success of the
legislation.

Mr. Lyz. There are two aspects of that, Senator. One would be
the wording aspect of it in the bill itself. We have been doing some
work on that. We hope to have some suggestions for one or two
minor changes of a technical nature to effectuate the possibility of
bringing entrepreneurs in because they are the ones who have the
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incentive to go out and market vanpools, to get it off the ground
much more than it has been so far.

If we can get the private sector in there and give them a profit
motive to e-xpand, then we figure that they will do a very good job
at it and go far beyond what has been done to date. That is our
intent.

As J indicate, we have a number of studies under way, one of
which is designed to see whether a $1,000 incentive, being a hypo-
thetical 10-percent credit on a $10,000 van, would supply the
needed incentives to accelerate formation of vanpools.

As I say, when we have that information available, we will be
glad to supply it.

Senator DURENBERGER. sAnother thing that keeps coming up is
whether or not some portion of the investment tax credit should be
passed on to the riders in some way or just let the market deter-
mine which portion of the credit goes to the profit of third-party
investors and which portion to riders.

Mr. LYun. I think what we would favor in that regard is letting
the person who invests in the van take the credit and then arrange
through contractual means possibly to split that credit with riders
thereafter.

Senator DURNBERGER. John, on the issue of a 15-percent invest-
ment credit for the individual, we started out with 5 percent a year
for 3 years. We ended up putting all 15 percent into the first year
because we were told that the Internal Revenue Code dictated that
form.

Just looking at it in terms of an incentive, do you think 5
percent over 3 years is preferable to the up-front 15 percent or
doesn't it make any difference?

Mr. OBHUNSCHLAGER. The up-front 15 percent probably would be
more appropriate. It would catch their attention far faster than 5
percent.

Senator DURENBERGME. Let me ask you an additional question
because, as the chairman pointed out, you have more actual experi-
ence in this system than others.

There are various service incentives built into the legislation-
liability insurance, flexitime, use of company vehicles during work-
ing hours for the rider. These are all part of these programs.

In your experience which of these types of incentives would be of
most benefit to the rider and most helpful in recruiting additional
riders?

Mr. OHLESCHLAGER. I think the flexitime issue perhaps is one
of the greatest ones, primarily within the Federal Government but
now within the private sector.

I just completed a survey for my company which is moving its
offices from downtown D.C. out to Tyson's Corner. It is a step
function of 1,000 new employees being transferred from one loca-
tion to another into a very bad traffic location.

Flexitime is a 60-percent issue. They are in favor of it because
the present company schedule does not match anything else out
there in terms of getting ridesharing going. People are interested
in that aspect more than any one other item.
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Senator DURENBERGER. With regard to what encourages new van-
pools on the 1-95 corridor, is it savings in dollars or commuting
time in your opinion that is the greater incentive?

Mr. OEHLINSCmAGnR. In that area it is commuting time. A
vanpool saves 15 to 25 minutes over a single-occupant or a three-
occupant carpool coming up from Dale City, Fredericksberg, and
that far away. It is a significant saving in terms of time.

The cost is much, much lower than what buses are available and
the flexibility is tremendous. You can form a 15-person carpool in a
week's notice and get them on the road. You cannot fill up a bus in
6 months to do that same route and have it pay for itself.

Senator DURENBERGER. Thank you.
Clarence, I just want the chairman to know that I first learned

the value of ridesharing in my work with something called Public
Service Options, which was a quasi-citizens' organization designed
to determine how public service could be delivered more efficiently
by using the private sector and the evaluation mechanisms of the
.private sector-for instance, consumer choice.

Clarence started with that experience and went to a separate
entity and created ridesharing. As he pointed out, it was bought
out by the St. Paul Cos. Now they, and through them, he provides
ridesharing management services to a number of companies in the
Twin Cities area.

Clarence, what part of this bill do you think is most important
from your particular perspective?

Mr. SHALLBXrTER. From my perspective, there are two critical
elements in the bill. One is the question of the taxable value of
employer efforts directed to encouragement of ridesharing. If these
efforts get translated into some taxable dollar value, they become
less attractive to the employees. The cloud of potential increases in
taxable income has a dampening impact on further efforts at ride-
sharing.

The second critical element in this bill is the employer tax credit
incentive. We have seen far more happen where the employer
basically gets behind a multitude of ridesharing efforts, organizes
them, begins to communicate them to their employees, and ties
them into an energy contingency or transportation contingency
plan. The tax credit will stimulate additional employees to under-
take programs and to increase the efforts of those who already
have ridesharing programs.

When the employer begins to see ridesharing as important for
their employees and for themselves, ridesharing will dramatically
increase. It will increase most substantially in the form of carpool-
ing, and, to some extent in vanpooling. If there is good, convenient
public transit, public transit will also increase.

Senator DURENBERGER. How much additional paperwork would
title IV of this act create for the typical business?

Mr. SLusgrr. At this point I don't think the employer tax
credit would create a lot of additional paperwork. There is one
thing employers would have to keep track of: the annual number
and percent who ride to work. Otherwise, an employer would be
keeping track of their ridesharing program expenses.
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Senator DURENBRGER. Do you see any problem in shifting from
the 80-20 rule on the business credit and the 50-50 rule on individ.
ual credit across the board, to the 176-day rule for vanpooling?

Mr. SHAu rrmR. I think this is an improvement over the exist-
ing 80-20 arrangement for the vanpool tax credit. Essentially what
we are saying under the 176-day rule is that to the extent the
vanpool is used to bring people to and from work 4 days a week on
an average you are entitled to the credit. We are not going to keep
track of how many personal miles the driver happens to have
rolled up or the number of miles it is used for business. The
objective should be to insure vans are used for commuter vanpool-
ing, not to check on other uses even to the point of endangering
their primary purposes.

Senator DURENBEmGER. Thank you very much. I want to thank
all the panelists for taking the time to come.

Senator PACKWOOD. Let me echo that. This bill will have my
support. I hope we get a favorable review from the Treasury, but
we will not know that today.

Thank you for taking the time.
Next we will have hearings on S. 31, a bill introduced by Senator

Armstrong and others.
Bill, do you have any opening statement you want to make on

the bill before we start to call the witnesses?
Senator ARMSrRONG. I have a very brief opening statement. I

will ask that the main body of, .y statement simply be inserted in
the record.

I very much appreciate your having this hearing today because
the matter we are considering is a timely one. You will recall at
the end of the last session the IRS a'eed to withhold the imple-
mentation of certain regulations until the middle of this year in
order to give us time to legislate and solve the problem.

In brief, Mr. Chairman, I believe that this legislation is necessary
because the IRS has misinterpreted the spirit, although possibly
not the letter, of a law which Congress enacted in 1976 to stop
abuses in the rental of vacation property.

If these regulations are allowed to stand, at least in the form
promulgated last year, taxpayers will pay higher taxes if they
choose to rent homes to family members rather than to nonfamily
members, or if they choose to operate part-time businesses in their
homes.

Obviously such a policy is not what Congress had in mind. There-
fore, the purpose of the legislation which I have introduced, along
with a number of my colleagues, is simply to reverse the principal
objections in the regulations which were promulgated earlier this
year. First, individuals who rent homes to family members will,
under those regulations, almost certainly pay higher taxes than if
they rent to nonfamily members.

Second, a homeowner who operates a legitimate part-time busi-
ness from his home will no longer be able to deduct business-
related expenses for that office under the regulations.

Third, property owners who rent their property will be charged
with a full day of personal use and, therefore, will be excluded
from normal business deductions for that day for every visit to the

76-29 O-81-6
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property, unless almost all of the time is used in repairing or
maintaining the property.

The three objectives of S. 31 on which this hearing is being held
today are simply to reverse these presumptions and make clear the
intent of Congress.

Mr. Chairman, I have a number of letters explaining, in a fair
amount of detail, exactly what the effect of this has been on
individual taxpayers. I would ask that those letters, along with my
statement in full, be inserted in the record.

Senator PACKWOOD. They will all be included in the record.
(The prepared statements of the preceding panel follow:]
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Statenit of PAobet B. Duncan m behalf of the Tri-Cocuty Htrpolitn Trwsportatl- n
District of Oregon

lb Is1 Robert Dunce. I speaking an behalf of the Tri-Coity metro.

politan Transportation District of Oregon, the largest trawit district in Oreon,

operating In the Portland-Va=Kraw metropolitan area. The TRI-4 Board strongly

m S.239 ard will be forowding a formal Board Resolution for entry Into the

hearing reord. M d so because of the wxcas wbich they have enjoyed in po-

voting car pooling, van pooling and bus pooling, at a Agwati y mwl cost to
the so.

In the Portland area today, son 120,000 people sthre rides or car pool.

M-MM speds appradmtely $262,000 per year in prumting car pools and van pool.
by offering mateing services, aiding end a woOagn employers to set up car pools
and sfporting bus pools where practicable. This figixes out about $2. 18 in tax

=nay per car pooler per year, as against qpprxitely $1.00 cost to the Fedsrl

and local taqpye per ride on the Portland bus system, in addition, of course, to

the fare.

Getting people to work has no traditnaly bean a responsibility of the

business cozdty. ,The .loyee has had to Vt to the wrk place on his ap.

The private a".bile POWt MkE h b been a alPle and very wxvu'auit wy of

an~ gthat need. WR4Er believes that choWin the tax st~ru e so as to

.enwsg additional participation in car and van pooling is a cost effective %y

to in&,ce both Indiviiala and industry to sponsor and proote this system. It is

true that S. 239 will have an lnpact an tax Irn -- tax expditures, if yo

will -- but it is far less expansive md axomeW private solutions to the trans-

portatim probluu. In Portland, it is the cbeapest wy to get the single passer4ge

car off te 'road, red=e pollution, minimi parking problem, wered the life of

the Mm aid generally to increase the efficiency of the transportsLon system.
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I have shared the ao mit of imy that usa trait bas not been are of a

success then'it has been in vim of the lrge mounts of emq Invested In, pbli

opertici. There bave been brI& spots, -bawne, A In a eent, I believe ht

the uS trsit system carries such a substantial ergn of cmne&rs that it. mst

be sustained A that the system itself would collapse vithmut it. I believe that

we Must ecstantly search for iswvative, les anoensive and mce efficd %W9s to

pt people to thei vo and that the Federal Q m t vill hbe to ow±In to

peItio In dts effort. Transportation, both of pods sod people, as e

nos,, is a key factor In a health eom . T c o u d to 84mart

S. 239, to match thU eped/nt, to review it periodicay to Mi&& mwe that It

suceeds and to mice the test period lcmg enughm for a fair trial and lcwg snuic. ato

enable the necessary equipmt to be fully airt'mod.
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ROBERT B. , DUNCUN

BEFORE

THE UNITED STATES FINANCE SUBCOMMITTEE

TA-XATION AND DEBT FIAKXEMENT

REGARDING

S. 239

COMMUTER TRANSPORTATION ENERGY EFFICIENCY ACT OF 1981

February 23, 1981
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COMMT3R TRANSPORTATION EIDERY EFFICIOCY AM,

a. 239

in the PortlarA tr-county area the Trn-,et Rideshare Project has been

promoting the benefits of ridesharing since 1973-74. TrL-Met is the lasgemt

transit district in Oregon. Because the Rideshare Project is sponsored by a

transit agency, we are able to pr te carpooling, vanpooling, buspools as well

as transit. We have found that these modes do not compete, especially whe

services are offered as a choice and centrally administered.

The TrL-Met Rideshare Project has worked to educate people about the benefits

of ridesharing, remove barriers to ridesharing, provide ridesharing incentives

and services and offer direct assistance to businesses in establishing employer

rideshare programs.

in the Portland area today over 52,000 people carpool in groups of three

or more four or more days per week. An additional 68,000 people share rides

in groups of two. These people combined with the 65,000 daily bus riders,

total over 185,000 people coimuting daily in some means other than the single

occupant car.

The group of 52,000 alone saves 24,493 gallons of gas per day (5.5 million

gallons a year), keeps 30,261 pounds of pollutants from the air per day

(3,480 tons a year) and removes daily vehicle miles travelled in this Area by

376,213 miles.

The TnL-Met Rideshare Project han worked with over 375 businesses in the

Portland area representing over 150,000 employees. In the past year over 150

people have completed a one-day training program for company rLdeshare transpor-

tation coordinators.
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peg. 2

fri-Mt feels that transit and ridesharing are very compmible. Our research

Indicates that transit usage is proportional to the level of transit in a given

area and that where transit levels are loer the incidence of ridesharing In-

creases. For example, the coamter market share of transit trips to downtown

Portland Is much higbe than carpool trips -- but the reverse occurs in suburban

locations where the level of transit service is Much lower.

go one transportation mode can serve all the transportation needs of any given

region. By transit and ridesharing working together the overall transportation

efficiency of a region can be improved..

The public investment in ridesharing is low in comparison to other public

Investments in more capital or labor-intensive transportation services and

facilities. The Tri-Met Rideshare Project costs each of the 625,000 Portland

ocmuters an estimated 420 per year.

Ti-et's Rideshare Project feels that the future of ridesharing is very

good and that the added incentives proposed in 8.239 can only serve to increase

ridesharing nationwide.

The. legislation is especially consistent with our, strategy to promote ride-.

sharing by providing motivation, information and. technical assistance to companies.

and Individuals who wish to make a change themselves. This role creates a

minimum of bureaucracy and is based on the philosophy of people helping themselves.

The Tri-Met Rideshare Project conducts extensive regional population research

each year. Part of this research identifies potential rideshare markets and

their attitudes toward various types of incentives.

In the Portland area, on the basis of favorable attitudes and intentions

toward carpooling, 24%-291 of non-carpooling market can be considered potential

carpoolers. This means that 175,000-225,000 comuters would potentially witch

to carpooling if various incentives were offered. The research indicated that

this goupd would probably be motivated by a oombination of governmental and

BEST COPY AVAILABLE -
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oaipoyer based eomic incentives, including tax deductions, tax credits, and gas

or mairteance discounts.

The Tri-Met kard President Gerard Drummond, and the Tri-,et Scard strongly

support S.239 an vill be forwarding a Board Resolution for entry into the hearing

minutes.

Several local businesses, individuals and public agencies have expressed an

interest in S.23 but were unable to respond formally by the hearing date.

With your emission, M~r. Chairman, we would like to follow-up our testimony

with e more detailed summary of local comments by March 10th.

In ad4itioc tz the economic and environmental impacts of S.239, this bill

w',1 take loDa overdue and important step on validating a mode of transportation

-- heretofore as lacked position and recognition of impact within the transpor-

tation coomunitT.

February 20, 19\

BEST COPY AVAILABLE
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Good Morning. My name is Robert Rauch. I am the

General Counsel of the Alliance to Save Energy, a

national nonprofit organiLation composed of representa-

tives of the business community, government, labor and the

environmental and consumer movements. With me today is

Linda Gallagher, Executive Director of the Alliance. Our

organization is chaired by Senator Charles Percy, who you

will note is a co-sponsor of S. 239. We appreciate very

much the opportunity to testify on the Commuter Trans-

portation Energy Efficiency Act of 1981 and commend

the Senate Finance Committee for taking up this legis-

lation at this time.

As you know, Mr. Chairman, the Iran-Iraq war is

still raging in the Middle East. Although experts

differ as to the impact of the continuing hostilities

on world oil supplies, there is little question that

the United States remains vulnerable to a complete or

partial interruption of its oil imports. Indeed, had

not Saudi Arabia stepped up its production to make up

for Iranian and Iraqi production lost as a result of the

war, the United States would be facing gas lines at this

very moment. Furthermore, unless the hostilities wind

down soon, the free world's stocks of crude oil and

petroleum products will be drawn down to dangerously

low levels, thus increasing pressure for the major oil

companies to re-enter the spot markets.
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In short, Mr. Chairman, we ore living on borrowed

time. Our current inventories are providing the nation

with a false sense of security. Within months, thq

third major oil crisis may be upon us.

Although the United States reduced its oil imports

by almost 25 percent in 1980, we are still importing

over six million barrels of oil per day on average.

Approximately half of this total is consumed by auto-

mobiles. Any serious effort to reduce oil imports,

therefore, must focus on reducing gasoline consumption.

There are only three basic ways to achieve this goal:

(1) Reduce the number of vehicle miles
travelled by either rationing gaso-
line or imposing taxes designed to
reduce consumption.

(2) Improve the efficiency of the current
fleet by increasing the average miles
per gallon rating of new automobiles.

(3) Use the present fleet of automobiles
more efficiently by raising the
average occupancy rate for autos
or by encouraging other forms of
ridesharing, such as vanpools.

The first approach, regardless of its merits is ex-

tremely controversial. Just last year, both Houses of

Congress rejected a modest ten cent fee on imports by an

overwhelming margin. Short of a major crisis it appears

highly unlikely that additional taxes or gasoline rationing

will be approved in the near future.

The second approach has already been adopted by Congress

and has produced significant improvements in new car fuel

economy ratings. By 1985, automakers must increase the
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fleet average to 27.5 miles per gallon. More restrictive

standards are possible. However, it is unlikely that

Congress would choose to apply them to autos built prior

to 1985 due to massive retooling problems. Furthermore,

it will take ten years before the present fleet is replaced

by cars meeting the 1985 fuel economy standard. In short,

further improvements in fuel economy represent only a

long-run solution; there is little room for additional

improvement prior to 1985.

This leaves the last option, improving the average

occupany rate, as the 2 viable short-term action available

to promote substantial reductions in gasoline usage.

Despite Its enormous potential, ridesharing has never

been given truly serious support by the government.

Efforts to date have been limited to public relations

campaigns and exhortations by high government officials

to carpool during periods of shortage.

Despite this dismal record, the Alliance believes

that a serious effort to promote one form of ridesharing,

vanpooling, can substantially reduce oil imports. Although

the number of vanpools now on the road has grown steadily,

the Alliance has conducted studies which suggest that the

potential market is 850,000 pools or more. These 850,000

vans could save 450,000 barrels of oil per day. This

is about one-third of all the oil we are producing in

Alaska.

As the sponsors of S. 239 have recognized, there are

unfortunately obstacles to the widespread adoption of
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v n pooling and other forms of ridesharing. First, marketing

of vanpools has been relatively weak. Leasing companies

which make vans available for pooling have essentially

waited for customers to come to them. The organizational

efforts which have been un4ertaken have been limited

to large corporations and government agencies. Neither

of these institutions has had a profit incentive to

aggressively promote vanpools. Furthermore, 75 percent

of all commuters work for organizations which have too

few employees to support company-sponsored vanpools.

This segment of the market has been left virtually un-

touched.

Although marketing efforts have been weak up to this

point, a recent survey conducted for the Alliance to

Save Energy by Cambridge Reports suggests that the potential

market for vanpooling is enormous, The C~mbridge Reports

survey was conducted between July 28 and August 20, 1980

and included interviews with a cross section of 1500 people,

designed to reflect the adult population of the United

States. Sixty three percent of those polled were employed

in a job which required regular commuting. Of this group,

44 percent indicated that they would be interested in

riding in a vanpool. Further analysis of the positive

responses indicated that women, 18 to 25 year olds, 56 to

65 year olds, those who have a high school education, those

1. See An Analysis of Attitydes Toward Energy ConservAtion
Issu-es, Report prepared for the Alliance to Save Energy,
Cambidge Reports, Inc. (Cambridge, Mass., Oct. 1980).
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who have a graduate school education people who live in

the Northeast, Central, and Pacific regions of the country,

and those who have incomes either between $10,000 to $30,000

or between $25,000 to $35,000 are more likely than average

to be interested in riding in a vanpool.

On a somewhat lighter note, Republicans were slightly

more interested in vanpooling than were Democrats, although

the margin was not statistically significant.

What is significant, the Cambridge Reports

data indicate that themarket for vanpooling may be even

larger than the 44 percent response outlined above. As

a follow up to its initial question, the Cambridge Reports

team asked those who had indicated that they were not

interested in vanpooling whether certain changes, such as

additional financial incentives, would alter their views.

Significantly, when those respondents who had initially-----

indicated they were not interested in vanpooling were

confronted with different ranges of poten-:ial savings,

a number of them changed their view.

For example, if riding in a vanpool saved $35 per

month, about one in every five respondents who were not

interested in vanpooling would change their minds. If the

savings were $100 per month, 30 percent of those who would

not otherwise be interested in vanpooling indicated they

would change their minds.

We believe these figures are significant because they

show that with appropriate financial incentives, a substantial
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majority of Americans are interested in vanpooling.

Eveh more important, interest is greatest among those

long-distance commuters who use most of the gasoline

used for commuting purposes. Although those individuals

combting 20 miles or more each day represent only 27

percent of the total commuter population, they use

approximately 68 percent of all the gasoline consumed for

commuting. Significantly, potential savings for this

group are at least $100 per month and in some cases

almost $200 per month.

In short, the potential market is enormous. The

savings of both oil and money cannot be overlooked. The

question is, How can the government get these commuters

into vanpools?

It is here that we believe that S. 239 can make a

substantial contribution. Probably the single biggest

obstacle identified by the Alliance to the greater

use of vanpools is the initial effort involved in getting

a pool organized. In the language of economists, the

"transaction costs" involved in putting a vanpool together

are substantial. It is not an easy proposition to organize

12 to 15 people, coordinate their schedules, train and

license drivers, and establish a route which is suitable for

everyone involved.

Obviously, these transaction costs are reduced if all

the members of the vanpool work for a common employer at a

common location. It is for this reason that efforts to organize
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corporate-sponsored vanpools have been relatively more

successful in the past ten years. Nevertheless, even the

corporate-sponsored vanpool market is not even close to

being saturated.

The point is that by providing additional financial

incentives to assist in the organization of a vanpool

S. 239 will permit a vastly accelerated vanpooling effort.

By providing individuals with a 15 percent tax credit against

the purchase of a van for vanpooling purposes and business

with a combined credit of 20 percent, the bill would enable

potential vanpool "entrepreneurs" (whether corporate

or individual) to spend substantially more money *marketing"

vanpools to commuters. If a typical van cost $12,000,

such entrepreneurs will have between $1,800 (if an in-

dividual) and $2,400 (if a business) to spend recruiting

individuals to fill each van.

Such incentives would permit leasing companies or

corporate employers to undertake extensive marketing efforts --

efforts which simply are not economically feasible at the

present time. Rather than simply offering vans for lease,

these companies would be in a position to aggressively

seek out individuals for new vanpools and actually create

a market for their product.

Among the incentives which might be offered by creative

entrepreneurs are a free month of vanpooling, social recep-

tions or even dinner parties to help potential vanpoolers

become acquainted and thus become more comfortable with their

decision to join, and much more extensive publicity and
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education efforts than have been possible in the past.

Such incentives would also allow much more market

research in order that organizing efforts could be

targeted on those long-distance commuters who have

potentially the most to gain by joining vanpools. The

Alliance has calculated that if just half of the commuters

in the long-distance category (those with a roundtrip

of over 20 miles per day) could be persuaded to join

vanpools, over 450,000 barrels of oil could be saved

per day. In short, by allowing a targeted and more

selective marketing strategy, these additional financial

incentives are likely to produce greater savings than

a relatively non-specific marketing campaign.

Despite these potential benefits, there will be

those who will ask, Why provide additional financial

incentives for vanpools? Some undoubtedly will argue

that the rising price of gasoline alone is enough to

promote vanpools and other forms of ridesharing.

The answer is that financial incentives for vanpools

will allow the nation to more systematically tap a

vast source of oil at substantially less cost than

new supplies of oil from on- or offshore. As the

Comnmittee knows, the tax law already provides very

substantial incentives for drilling for gas and oil.

Taken together these incentives can frequently return

50 percent or more of an investor's capital in a

new oil or gas well.

75-629 0-81-7
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What we have failed to recognize is that vanpools

like other forms of efficiency investments, offer similar

"drilling opportunities" for oil. A successful vanpool

is equivalent to an oil well which can deliver 5,000

gallons or more of gasoline per year. Even more important,

this new oil can often be obtained at a cost of $10 to $15

per barrel compared to a cost of imported oil of over $40

per barrel.

Given these facts, we should be willing to extend

additional financial incentives to those who are willing

to "drill for oil" by forming a vanpool. It makes little

sense to extend tax incentives to drill for oil from the

ground and to exclude efforts to find oil from unconventional

sources such as vanpools. Needless to say, each gallon

of oil saved by vanpools is just as valuable, if not more

valuable, than a gallon of oil produced from a new well.

(In reality, probably more valuable because we are saving

refined products rather than simply producing crude oil.)

In short, by extending additional tax incentives

to vanpools, we will encourage a more efficient allocation of

the capital devoted to increasing the nation's energy supply.

The Alliance believes that these additional incentives

may enable third party investors using limited partnerships

or other financing arrangements, to "invest" in the

formation of vanpools. It is not inconceivable that

limited partnerships could be formed to purchase and then

lease vans to groups of commuters who are not related in



98

-10-

any way to the members of the limited partnership. In this

regard, we are especially encouraged by the decision of

the sponsors of this legislation to extend the tax credit

to businesses which purchase vans even if those vans are

not actually used by the employees of the business.

By making this change, this will enable third-party

investors, such as limited partnerships and leasing

companies, to take advantage-of the tax credit and thus

provide them with thE financial incentives necessary

to undertake extensive marketing efforts. Such third

party investors are especially important if we hope to

tap the group representing 75 percent of all commuters

who work for employers who are too small to undertake

vanpooling efforts on their own.

The Alliance is currently engaged in a demonstration

project designed to test this third party investment

concept; As the results become available, we will be

happy to provide them to the Committee.

In the meantime, we strongly urge the Committee

to support S. 239. We feel it represents a major step

forward and may be the single most important contribution

which the government can make to accelerating efforts

to save oil in the transportation sector. As pointed

out earlier, saving oil in this sector is absolutely

essential if we are to reduce our vulnerability to a

cutoff or interruption of oil imports.
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The Alliance does have a number of relatively modest

suggestions for improving the language currently in the

bill. These changes are not intended to change the

intent of the legislation, but rather to clarify areas

of uncertainty and ensure that the intent of the sponsors

is carried out. We would like to request permission to

submit these suggestions into the record.

We will be happy to discuss these changes with the

Comittee either at this time or at a later date.

Once again, we appreciate very much the opportunity

to testify on behalf of S. 239 and look forward to working

with the Committee in the weeks and months ahead to ensure

passage of the bill.

Thank you, and I will be-happy to answer any questions

you may have.
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vvpa,
P.O. BOX 1016

WOODBRIDGE, VA 22193

The growth of owner-operater van pools in Virginia has

increased by a factor of more than ten in the past two years.

From An estimated thirty van pools in 1978, there are now over

4QQ just in a five county area of Northern Virginia. With the

spiralling costs of commuting by atv and the lack of affordable

public transportation for commuting outside the metropolitan

environment, van pools thrive and will continue to multiply.

Here-to-fore van pools have been the domain of private

industry with major employers being able to help their employe-

es through company sponsored programs. Past legislation has

been provided for incentives for employers to stimulate these

programs. We are now.seeing a different phenomena, the indivi-

dual who is willing to spend $12,000.00 * for a commuter van,

fill it with riders and keep it running for four or more years

with no subsidies, or precious few incentives other than a

genuine desire to help conserve energy resources. Some will

argue that getting the aan paid for in fdur years is adequate

payment for the responsibilities one assumes in starting such

an operation. Let us look at A in Dollars! The driver of a

van being-"en-25,000 miles per year will spend over 2,500

hours behind the wheel during that t ur years. He will spend

NCENRVA

BEST COPY AVAILABLE
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another 100 hours per year maintaining the van, keeping it in

adequate condition for his riders. After four years his van

will be worth $3,000.00. Now are any of you willing to walk

out of here today and mgke a $12,000.00 commitment for $1.03

per hour return? That is what our van poolers are doing! If

we can't offer more incentives than that, we are going to soon

,run out of dedicated individuals.

These individuals are not seeking subsidies, nor grandiose

government programs to help them. What they do want is credit

and recognition for what they are doing. Where else better to

recognize the accomplishment of the conscientious and dedicated

American than on April 15th?

The members of the Virginia Van Pool Association whole-

heartedly endorse the efforts of Senator Durenberger, et al

and urge that Senate Bill S 239 be adopted.
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VISU VAN POOL A88C0ATIOW

vvpa
P.O. BOX 1016

WOODBRIDGE, VA 22193

The Virginia Van Pool Association is a non-profit

organization of van pool owners and operators in Virginia.

The Association was the outgrowth of an informal meeting

of about fifteen (15) Prince William County van poolers

in March of 1979. The motivation for such a meeting was

a response to a very serious decline in transportation

services offered by a local, private bus company. With

the available number of busses slashed in half and a vis-

ible energy crisis, van pooling appeared to be a viable

alternative, with new vans appearing almost daily. The

number of pools grew from about fifteen (15) in early Jan-

uary 1979 to over two hundred (200) along the 1-95 cor-

ridor by January, 1981.

By December of 1979 a formal association was formed.

Plans were made to eventually become a non-profit corpor-

ation. A charter was drawn up and temporary officers were

appointed. Liason was established with county, state and

federal officials providing information, identifying pro-

blems and working for changes in Virginia code which would

MW ENERGY
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reduce or eliminate institutional barriers to van pool-

ing operators. In the spring of 1980, a bill sponsored

by Delegate David Brickley of Prince William County was

passed and signed into law, becomming effective July 1,

1980. This bill modified the Virginia code to permit

twelve (12) and fifteen (15) passenger van pools to

operate without cumbersome and unnecessarily restrictive

registration.

In the same time frame, Prince William County receiv-

ed a $65,000.00 grant to pursue van pooling as an alterna-

tive transportation scheme. A full time county Van Pool

Coordinator was hired. Working in conjunction with the

VVPA an active public awareness campaign is on-going.

$25,000.00 of the grant was to be used in a revolving fund

as start-up money for new van pools. The program is cur-

rently lending up to $1,000M00 interest free for six (6)

months to cover such items as down payments on vans, start

up costs, insurance and propane conversions for existing

commuter vans.

A serious problem encountered early on by the Assoc-

iation was the lack of consistency between insurance com-

panies and even within a given company. As a result some

van operators were able to get coverage by their regular

auto insurer for $300.00 to $400.00 per year while the
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majority were relegated to Assigned Risk Insurers at

$900.00 to $2,000.00 per year. The problem still per-

sists within the insurance industry that such operations

are commercial by nature and that commercial rates should

apply even though ISO rates shown them as only slightly

greater liability risk. After a very long, hard search

a special program for Association Members has been estab-

lished. The insurance program as established, meets or

exceeds the requirements of Virginia and is reasonably

priced.

The anticipation of another gasoline shortage has

prompted a movement by many of the members, especially

those whose commute is greater than 80 miles per day, to

convert their vehicles to propane. As an alternative fuel,

propane appears ideally suited. Consumption appears to be

nearly the same as gasoline with the samller engines (318

cubic inches) showing a slight loss in mileage, while

larger (350 cubic inches) engines show virtually the same

mileage. Present price is $.76 per gallon compared with

$1.35 + per gallon for gasoline. The cost of conversion

is relatively high ($800.00 to $1,100.00 per vehicle),

however the offset in price and the extended engine life,

decreased maintenance, and very favorable environmental

impact make propane an ever increasing choice. Presently

about thirty (30) of the Virginia Van Pool Association
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members have converted to propane with several more

scheduled in t e near future.

Maintenance also has been an important aspect of

Van Pool operations. None of the operators can afford a

stand-by vehicle in case of breakdown; even as a group,

the Association is not able to provide a back-up vehicle.

A vigorous individual maintenance program keeps on-the-road

failures to a bare minimum, while a very able roving mech-

anic, with a mobile service van has been able to keep many

of the vans on the road with no lost service. Dealer and

other service is rather limited because of the service

hours and locations with regard to the owner's place of

employment. An on-going program to stimulate a more broad

maintenance base to include possible dealer and major

service on evenings and week-ends is continuing.

The purchase of a new van for commuting represents a

major investment for the owner. A 1981 van (15 passenger)

typically costs $12,000.00 and financing in these times is

difficult. Through dialogue with several local banks and

lending institutions, funding sources have been identi-

fied which provide 100% financing for commuter vans.

Others, through credit unions have provided low interest

loans (7%). In particular the efforts of RIGGS NATIONAL

BANK of Washington, D.C. are to be commended for their

part in establishing a pilot program of 100% financing.
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In October 1980 the Virginia Van Pool Association

received the Presfdential Energy Efficiency Award, pre-

sented at the National Ridesharing Conference in San Fran-

cisco. The award recognized the Association's efforts in

van pooling. The awards were presented on behalf of Pres-

ident Carter by William J. Beckham, Jr., Deputy Secretary

of the U.S. Department of Transportation, and Los Angeles

Mayor Tom Bradley, Chairman of the President's National

Task Force on Ridesharing.

The awards were presented in recognition of the sign-

ificant efforts on the part of the recipients in promoting

carpools, vanpools, driver efficiency training and the use

of public transportation.

Continued liason with State legislators has provided

a Virginia bill based on the Federal Model Ridesharing

Law, which will bring Virginia Law into alignment with

federal guidelines regarding commuter operations. It is

anticipated that the legislation will become law this year,

probably July 1, 1981.

There has been little or no employer sponsored van

pool activity in the Northern Virginia area, with American

Automobile Association (AAA) of Falls Church, Virginia, be-

ing the only known employer program. Although some incent-
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ives do exist, there is a need for intensive marketing

of van pooling and its benefits and initiatives to private

industry. It should be noted that the answer is not a

government program with subsidies, but to educate the em-

ployers and the general public. Keep the programs in the

private sector, but provide appropriate incentives.

The members of the Virginia Van PoolAssociation are

very active in providing assistance and information to new

operators, potential operators and potential riders.

Through these efforts the list of van pools in the Northern

Virginia area has grown to over 300. The Virginia Van Pool

Association By-Laws, as written, provide for Chapters to

be formed in different locations to more adequately address

local area problems while maintaining the strength oE a

central governing body. The organization presently has

one Chapter (Fredericksburg Chapter) with over sixty (60)

vans. A second Chapter (Leesburg Pike Chapter) is being

organized at this time (February, 1981). The Tidewater

(Norfolk) area presently has nearly 200 vans which will

add significantly to the Association. Possible expansion

with Chapters in the Richmond and Charlottesville areas are

anticipated.

The Virginia Van Pool Association does not receive

public funds for operation. It is supported by its-members

BEST COPY AVAILABLE
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ship and advertising by financial and commercial organi-

zations. The Association's actions have been motivated by

a genuine desire of it's members to do their share in meet-

ing energy and transportation problems in Virginia. In

identifying problems and recommending regional solutions

to many of them, the Virginia Van Pool Association has es-

tablished a reputation as a very credible organization

which is not afraid to meet problems head-on. The Virginia

Van Pool Association will continue to encourage any activi-

ty which is consistent with its By-laws and will reduce

vital energy consumption.

With regard to SENATE BILL S-239, the Virginia Van Pool

Association fully supports the legislation, especially in

those areas providing incentives for individuals who operate

commuter vans. The Association's major concern is that any

legislation to promote conservation of energy resources

must direct benefits to the private sector and individuals

who actually do the work and not establish another govern-

ment program to subsidize or plan for them. The Virginia

Van Pool Association wishes to see SENATE BILL S-239 en-

acted into law.
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STATEMENT OF CLARENCE SI4ALLBETTER, PRESIDENT, RIDESHARING, INC. BEFORE
THE U.S. SENATE FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT

FEBRUARY 23, 1981

Thank you for the opportunity to present my remarks on S 239 - 1981

Ridesharing Act.

My views on this excellent bill reflect my experience over the past 6

year In the area of ridesharing. This experience includes work in the past

year as president of Ridesharing, Inc., a subsidiary of the St. Paul

Companies, as a member last year of the National Ridesharing Task Force,

and previously with Public Service Options in beginning efforts directed to

providing ridesharing opportunities in multi-employer locations In the Twim

Cities.

Ridesharing has been around for a long time in the form of carpooling,

public transit, and in recent years vanpooling. Typically, various forms of

ridesharing are simply alternatives to driving alone to and from work.

Some forms of ridesharing are already significant while others are

growing rapidly. In the Twin Cities metropolitan area, for example, 15-20%

of the people carpool to work. This Is the largest form of ridesharing.

Another 7% take the bus - mostly to Jobs in the two downtowns. Finally, since

3M introduced it in 1973 vanpooling is emerging as another significant

ridesharing service. In the Twin Cities for example 3M currently has 150 vans

and another 10 firms provide vanpool service for their employees with one

company literally picking up and dropping off all of their employees every

day. Finally, there is a publicly sponsored vanpool program through the

Minnesota Department of Transportation which has almost 100 vans.

Although ridesharing is significant it still falls far short of the

potential contribution it can make to reducing congestion, saving energy,

reducing pollution, increasing labor productivity with on time arrivals, and
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Improved morale, and providing an effective response in the event of a

gasoline or transit emergency. While possibly 25% of the people currently

ride to work 75% do not. For a variety of reasons ridesharing cannot

serve everyone. However, it is reasonable to conclude that with the

support and commitment of employers and with continued increases in the

cost of transportation that ridesharing can reach Its potential of 35-40%

of the work trips in a few years.

One factor stands above all others In accounting for significant

increases in efforts to encourage carpooling and vanpooling. It is not

matching programs or pool formation efforts so much as the support and

commitment of employers...employers who not only promote ridesharing but

provide incentives and encouragement for their employees to do it. This

commitment heavily revolves around the efforts of the individual employer

to organize and operate a ridesharing program for their employees. It also

includes a number of steps to provide preferential parking, adjust work hours

to facilitate pool formation, provide for payroll deduction of van, carpool,

and bus fares; and provide regular publicity and recognition of those

employees who ride to work.

One of the major features of S 239 is to further encourage more employers

to provide ridesharing services for their employees. Some employers, when

approached about the possibility of doing this have said they would not

proceed because of the internal costs of developing and operating such a

program. Although these costs are not very large they nevertheless are

another expense. This bill directly addresses this issue and says in fact

that the public will help pay for part of the costs depending on the percentage

of employees who are riding to work.
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Another major Incentive in the bill is one that will encourage

individuals and firms to purchase or lease vans. This investment tax

credit will stimulate additional vanpooling as It reduces the fixed costs

of vehicles and thereby the monthly charges to passengers.

Apart from the incentives offered, the bill also eliminates one

of the barriers to ridesharing in the concern about whether the value

of employer provided ridesharing assistance is attributable to the personal

income of their employees.

This bill represents a sound approach to increasing ridesharing.

It relies upon incentives to encourage additional ridesharing and payment

only after action has been taken that results in additional ridesharing.

Strategically, It tends to rely more heavily on he private sector In

Its Initiatives in response to economic incentives. This contrasts with

the appropriation of funds for public agencies with the expectation they

will do the job.

One of the benefits of this bill will be to stimulate a variety of

suppliers of ridesharing services from vanpooling to matching and formation

efforts, short-term car rental for business trips during the day, and

total third party operations of some ridesharing programs.

This bill is an excellent step In the direction of stimulating additional

ridesharing especially of carpooling and vanpooling which offer the greatest

opportunity for riding to work rather than driving alone to the 83% of workers

In the Twin Cities area who have Jobs outside of the downtowns and for.

virtually all of those who work at jobs in the smaller towns and rural areas.

Individual firms can attest to the significant savings from ridesharing.

The 3M vanpooling program, for example, has saved the equivalent 1.1 million
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gallons of gasoline and 13.7 million vehicle miles during the last 7 years,

further eliminating 60 tons air exhaust pollutates that would have otherwise have

been --emitted*. At the same time, the program has reduced employee trans-

portation costs. These results are being realized in many other firms.

Ridesharing offers the public a low-cost, practical . way to reduce their

transportation expenses, to contribute to energy conservation and Is

a reasonable way of handling any employee transportation emergency in the

Senator PACKWOOD. We will start out with Mrs. William LaMay
from Arlington, Va.

Mrs. LaMay, we are happy to have you with us.

STATEMENT OF JUANITA LaMAY, ARLINGTON, VA.
Mrs. LAMAY. Mr. Chairman and members of the committee, I am

Mrs. Juanita LaMay. I live in Arlington, Va. I am employed at
Headquarters, U.S. Marine Corps, as a budget analyst.

I would like to express my sincere appreciation for affording me
this opportunity to articulate my position regarding the rental of
real property to a relative.

My husband and I are approaching retirement age and over the
past few years we have been preparing for that eventuality. We
plan to relocate to Arizona. In February 1978 we bought a home in
Phoenix, which we rent to our son and his family.We rent at a fair market -value of $350 per month based on the
fact that our son was previously renting a comparable house for
the same rental fee. This.was an arrangement entered into so as to
minimize our concern for the property being located some distance
from our home in Arlington.

In preparing both my Federal and State tax returns I attempted
to utilize the instructions to the best of my ability. The example
cited in the instructions for the preparation of schedule E for
rental property pertained solely to vacation property. I was not
aware of the family rental tax provision as it pertains to other
property.

In September 1980, the Internal Revenue Service audited my
return for 1978 and I was informed that if I rented to a nonrelative
and charged a fair market rent, I would be entitled to normal
business expense deductions. However, by renting to my son, busi-
ness expenses are not deductible and I must add the rental income
to gross income for tax considerations. Accordingly, my tax liability
was significantly higher than I would have computed.

Additionally, my 1979 return was adjusted to reflect a higher tax
liability. The Internal Revenue Service also notified the State of
Virginia, and my 1978 State tax liability was adjusted.

As of this date I have not received the adjustment to my 1979
State tax. However, .as a result of all of this I have had to pay
higher taxes as follows:

75-629 0-81-8
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My 1978 Federal tax was $1,155 plus $160.57 interest for a total
of $1,315.57. My 1978 State tax was $159.57 plus interest of $26.55
for a total of $186.12. My 1979 Federal tax was $1,929.02 plus
interest of $187.09 for a total of $2,116.11. This is a grand total of
$3,617.80 to date.

This concludes my statement. I would be glad to attempt to
answer any questions you may have.

Senator PACKWOOD. Mrs. LaMay, I do not think we could have a
better statement. This is exactly what Senator Armstrong's bill is
partially intended to correct.

While we can have trade associations testify representing thou-
sands of people, somehow there is something about an individual
who testifies and says, "This is unfairly happening to me" which it
is. There is no better evidence we could ask from anybody else.
There have to be hundreds of thousands of people like you in the
same situation.

Mrs. LAMAY. Yes, sir; I agree.
Senator PACKWOOD. I do not have any other questions, but I

appreciate this very specific, concrete information.
Mr. Armstrong.
Senator ARMSTRONG. Thank you, Mr. Chairman.
I join the chairman, Mrs. LaMay, in expressing my appreciation

for your testimony, and for exactly the reasons he stated. It is so
easy for us in the Senate to think in terms of macroeconomics, bar
charts, graphs, and millions of people and lose sight of how these
laws impact on individuals.
-I have two questions I want to ask you.

In your testimony you mentioned that the key issue is the fair
market rental of the property to your son. Could you explain
exactly what you mean by the term "fair market rental" in this
case?

Mrs. LAMAY. I could understand, for example, if I said; "OK, I
will rent my house to my son for only $125 a month." That is not a
fair market rent.

I have never had this opportunity before. The home we own now
we live in and we never rented property to anyone. We are plan-
ning to move out there, and seeing the house that he was renting,
and knowing that he was paying $350 a month-and, as I stated,
the house I bought was very much like the one he was renting-he
said, "Mom, if you will buy the house and let me rent it for the
same price I am paying now, I can take care of it for you until you
come out there."

Therefore, I am assuming that what he was paying was a fair
market rent. That is why I charged him that fee.

Senator ARMSTRONG. It was not in any sense a bargain transac-
tion? There was no hint of that?

Mrs. LAMbvt-o, sir.
Senator ARMSTRONG. Therefore, the additional liability which

you.incurred was entirely and solely because you happened to be
renting to members of the family.

Mrs. LAMAY. That is correct, sir.
Senator ARMSTRONG. Could I ask just one question? I think this

is obvious, but it would be well to get it into the record.
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Let's assume the worst. Let's suppose we do not pass this legisla-
tion and the regulations are implemented.

Will you continue to rent this property to your son and pay the
additional taxes involved?

Mrs. LAMAY. If this bill goes the way it is right now, sir, I will
let my son live there rent free and not make him move. I will not
impose that upon him and his family.

[The prepared statement of Mrs. Juanita LaMay follows:]

/
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HR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, I AM MRS. JUANITA

LAMAY. I LIVE IN ARLINGTON, VA. AND AM EMPLOYED AT HEADQUARTERS,

U. S. MARINE CORPS AS A BUDGET ANALYST.

I WOULD LIKE TO EXPRESS MY SINCERE APRECIATION FOR AFFORDING

ME THIS OPPORTUNITY TO ARTICULATE MY POSITION REGARDING THE

RENTAL OF REAL PROPERTY TO A RELATIVE.

MY HUSBAND AND I ARE APPROACHING RETIREMENT'AGE AND OVER

THE PAST FEW YEARS WE HAVE BEEN PREPARING FOR THAT EVENTUALITY.

WE PLAN TO RELOCATE TO ARIZONIA. IN FEBRUARY 1978 WE BOUGHT A

HOME IN PHOENIX, WHICH WE RENT TO OUR SON AND HIS FAMILY. WE

RENT AT A FAIR MARKET VALUE OF $350.00 PER MONTH BASED ON THE

FACT THAT OUR SON PREVIOUSLY RENTED A COMPARABLE HOUSE FOR THE

SAME RENTAL FEE. THIS ARRANGEMENT WAS ENTERED INTO SO AS TO

MINIMIZE OUR CONCERN FOR THE PROPERTY BEING LOCATED SOME DISTANCE

FROM OUR HOME IN ARLINGTON.

IN PREPARING BOTH MY FEDERAL AND STATE TAX RETURNS, I ATTEMPTED

TO UTILIZE THE INSTRUCTIONS TO THE BEST OF MY ABILITY. THE

EXAMPLES CITED IN THE INSTRUCTIONS FOR THE PREPARATION OF

SCHEDULE "E" FOR RENTAL PROPERTY. PERTAINED SOLELY TO VACATION

PROPERTY. I WAS NOT AWARE OF THE "FAMILY RENTAL TAX" PROVISIONS

AS IT PERTAINS TO OTHER PROPERTY.

IN SEPTEMBER 1980.THE INTERNAL REVENUE SERVICE AUDITED MY

RETURN FOR 1978 AND I WAS INFORMED THAT IF I RENTED TO A NON-

RELATIVE AND CHARGED A FAIR MARKET RENT, I WOULD BE ENTITLED TO

NORMAL BUSINESS EXPENSES DEDUCTIONS. HOWEVER, BY RENTING TO MY

SON. BUSINESS EXPENSES ARE NOT DEDUCTIBLE AND I MUST ADD THE

RENTAL INCOME TO GROSS INCOME FOR TAX CONSIDERATIONS. ACCORDINGLY,

MY TAX LIABILITY WAS SIGNIFICANTLY HIGHER THAN I HAV COMPUTED.

BEST COPY AVAILABLE
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ADDITIONALLY, MY 1979 RETURN WAS ADJUSTED TO REFLECT A HIGHER

TAX LIABILITY. THE INTERNAL REVENUE SERVICE ALSO NOTIFIED THE

STATE OF VIRGINIA AND MY 1978 STATE TAX LIABILITY WAS ADJUSTED.

AS OF THIS DATE, I HAVE NOT RECEIVED THE ADJUSTMENT TO HY 1979

STATE TAX. AS A RESULT, I HAVE HAD TO PAY HIGHER TAXES AS

FOLLOWS:

1978 FEDERAL TAX $1,155.00 PLUS INTEREST $160.57 FOR A

TOTAL OF $1,315.57

1978 STATE TAX $159.57 PLUS INTEREST $26.55 FOR A

TOTAL OF $ 186.12

1979 FEDERAL TAX $1,929.02 PLUS INTEREST $187.09 FOR A

TOTAL OF, $2,116.11

A GRAND TOTAL OF $3,617.80 TODATE.

THIS-CONCLUDES MY STATEMENT. I WILL BE GLAD TO ATTEMPT TO

ANSWER ANY QUESTIONS YOU HAY HAVE.-

Senator ARMSTRONG. Thank you very much. We truly do appreci-
ate your testimony.

Senator PACKWOOD. I echo that sentiment again. Thank you for
taking the time.

Next we will have a panel of Gil Thurm, Jared Blum, William
Penick, Thomas Bell, and Charles Olson. S 1

Gentlemen, let me encourage you, because you entire statements
will be put in the record, to abbreviate your statements. I can
assure you both Senator Armstrong and I are well familiar with
the problems you are going to talk about and which his bill ad-
dresses.

We will begin with Mr. Thurm.

STATEMENT OF GIL THURM, VICE PRESIDENT AND LEGISLA-
TIVE COUNSEL, GOVERNMENT AFFAIRS, NATIONAL ASSOCI-
ATION OF REALTORS
Mr. THURm. Good morning.
Mr. Chairman and members of the committee, my name is Gil

Thurm. I appear here on behalf of the National Association of
Realtors.

We appreciate the opportunity to testify on Senator Armstrong's
bill, S. 81. We are here to express our strong support for that
legislation.

we applaud the courage of Mrs. LaMay to come forward with
that testimony this morning because we know how difficult it is for
a taxpayer to come forward and talk about private tax return
matters.
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Senators, quick enactment of S. 31 is urgently needed. We
strongly support the bill and we appreciate the early hearings that
are being held on this issue.

Senator Packwood, we well remember the late night sessions in
1976, and the long debate on the Tax Reform Act of 1976. But
never once during the Senate hearings, never once during the
Senate floor debates, never once during the Ways and Means hear-
ings or the House floor debate, and never once during the confer-
ence committee sessions was this issue of a family rental tax ever
discussed.

In fairness to the IRS, a technical reading of Code section 280A
would give the impression that there is supposed to be a family
rental tax, that there is supposed to be a penalty for renting
property to a relative.

Senator PACKWOOD. I can confirm that. Bill Armstrong is one of
the strongest opponents of those late night sessions. We never
discussed it.

When -somebody asked what was Congress' intent, we had no
intent. We certainly did not intend to have the IRS write anything.

The issue was never discussed or thought of. You will not find a
word in any debate or anything else on that issue.

Mr. THURM. That is exactly right, Senator.
it is for that reason that we urge that S. 31 be quickly passed to

provide this technical correction.
There are thousands of taxpayers out there now who have to file

tax returns within the next couple months. This issue has now
received a lot of notoriety because of the IRS regulations.

Most taxpayers were filing tax returns unmindful of this provi-
sion and were taking deductions for such rental property. However,
now tax lawyers and accountants across the country are telling
their clients, "No matter what deductions you took before, we now
realize that Code section 280A says you. cannot have these deduc-
tions." Therefore, a lot of people are going to have to file their tax
returns differently.

However, if the Senate and the House can enact this bill quickly,
we can prevent the necessary amended return process and all the
disruption that will result. We know there is a heavy tax agenda
coming up. We appreciate the fact that there are major issues that
have to be debated and discussed, but it is important that this issue
be acted on now.

Thank you.
Senator PACKWOOD. Thank you.
Mr. Blum.

STATEMENT OF JARED 0. BLUM, CHIEF LEGAL COUNSEL AND
DIRECTOR OF GOVERNMENT RELATIONS, DIRECT SELLING
ASSOCIATION
Mr. BLUM. Thank you, Mr. Chairman.
I represent the Direct Selling Association. For those of you who

are not familiar with who we are and what we do, we are a trade
association representing companies that market consumer products
through direct sales to individuals, primarily in homes.
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DSA is a trade association consisting of 100 firms. The method of
distribution is unique. Those individuals who market their products
that way are eligible for membership.

The characteristics of the individuals who engage in direct sell-
ing are of great significance to the issue of in-home deductions,
which S. 31 addresses.

According to a new Harris study, in any given year about 4
million people engage in direct selling in the'United States. They
live and work in every town and every city. Eighty percent of the
direct salespeople are women, many of whom are wives and work-
ing mothers. Almost all direct sellers are independent contractors,
not employees, of the companies for whom they sell.

Substantial numbers of minorities, the handicapped, and the
elderly also participate in direct sales activities because there are
virtually no barriers to participate in direct selling activities and
because direct salespeople do not need to spend a specific number
of hours selling nor work at specific times.

In short, direct salespeople are truly small business people who,
especially in today's economy, need the supplemental income they
earn through direct selling.

Let me address the specific issue of use of the home as an office
for direct sales people. The requirements of section 280(a) of the
Internal Revenue Code are such that many of these people cannot
deduct that room for exclusive use because of the fact that lower
income people just do not have a room set aside to use exclusively
for that purpose. However, there are indeed many who can. For
those it is a significant part of their ability to compete in the
marketplace to be able to utilize that room-for training, for work,
just basically setting up their orders, et cetera.

The opportunity to deduct the expense associated with the use of
the home, given the relatively small income involved, is quite
important. Home offices for direct sales people, irrespective of
whether or not direct selling is a primary or secondary source of
income, can be an integral part of a business for sales meetings, et
cetera.

We at the Direct Selling Association are quite concerned about
the position taken by IRS, both through its proposed regulations
and prior to the regulations, that an individual cannot have more
than one principal place of business, effectively denying an individ-
ual who has a secondary source of income from taking that in-
home deduction.

The proposed regulation states that a home office in which a
taxpayer engages in a business as a self-employed person would
rarely qualify as a taxpayer's principal place of business if his or
her primary source of income is from services performed in an-
other business on the employer's premises.

I grant, as my friend, Mr. Thurm, indicated, under the existing
statute an interpretation may-and I stress may-have been made
along the lines IRS has made it. However, quite frankly, in the
spirit of the way Congress acted in 1976 we doubt that was the
intent of Congress. Indeed, there is a recent Tax Court decision
that. affirms the opinion of the Direct Selling Association that
specifically stated there was no legislative intent to limit a princi-
pal place of business exemption to one business.
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Not only is the proposed regulation not mandated by statute, but
it is not necessary to carry out the intent in enacting the statute.
Although Congress clearly intended to restrict severely the deduct-
ibility of expenses attributed to the use of the residence in connec-
tion with a trade or business, it did not seek to abolish all such
deductions-a rather simple course of action.

Congress sought to insure that a taxpayer could not deduct as
ordinary and necessary business expenses the ordinarily nondeduc-
tible expenses associated with maintaining a home, not to deprive
the taxpayer of otherwise legitimate deductions if the taxpayer
incurred incremental or additional costs as a result of bona fide
business rather than personal use of the home.

Let me conclude, Mr. Chairman.
Congress enacted the storage use deduction set forth in section

280A(cX2) because it recognized that the exclusive use requirement
would preclude most direct sales people from qualifying for deduc-
tions under section 280A(cX1). Congress, however, I stress again,
did not prohibit, and the Revenue Service cannot impose by fiat or
regulation a requirement that prohibits direct sales people from
claiming legitimate business expense deductions under section
280A(cXlXA) if they satisfy the exclusive use test.

The Direct Selling Association believes that passage of S. 31
would send a clear message to the IRS to end discriminatory treat-
ment of direct sellers and others who use their homes as offices for
secondary or supplemental businesses. It is truly unfortunate-and
I am engaging in a little rhetoric here-that the Revenue Service
consistently attempts to remove the underpinnings for independent
entrepreneurship in this country, be it through its attacks upon
the tax status of independent contractors, with which the subcom-
mittee is familiar, or through its misconstruction of congressional
intent.

We stress that we need this action on your part very soon to
remove the cloud, as Mr. Thurm expressed, under which many
taxpayers are operating with respect to this deduction.

Thank you.
Senator PACKWOOD. On occasion, I have to rise to the defense of

those who have to write regulations. In some cases they are really
stuck with having to write one where there is no congressional
intent. However, in this case I cannot conceive that they could
have come to the conclusion that this was our intent.

In contrast, 6 or 7 years ago we enacted the 200-mile fishing
zone. We must have had 5 years of hearings on the Atlantic coast,
the gulf coast, the Pacific coast, and I do not know how many
thousands of witnesses. We finally concluded a 200-mile fishing
zone where Americans could fish first. It was an effort to keep the
foreign fishermen out.

It had not been in effect 6 months before the American fisher-
men were catching the fish and selling them to the foreign factory
ships. The administrative agency had to determine what was Con-
gress intent--did we intend to allow that? I do not know. We never
thought about it. I could not conceive that we had 5 years of
hearings and nobody ever mentioned this subject.



115

There you have a situation where a bureaucracy had to make a
decision either, yes, you can do it, or, no, you cannot do it. There
was not an iota of intent from Congress.

However, in this case I know if we had had any thought at all, it
would have been in opposition to all of the regulations that they
had set down and which Bill is attempting to rectify in the bill.

Mr. Penick.

STATEMENT OF WILLIAM C. PENICK, MANAGING DIRECTOR-
TAX POLICY, ARTHUR ANDERSEN & CO.

Mr. PENICK. Thank you, Mr. Chairman.
It is a pleasure to present my firm's views this morning on

proposed amendments to the Internal Revenue Code dealing with
vacation homes.

The 1976 tax legislation dealing with vacation homes was an-
other example of a broad attempt by Congress to stop an abuse.
The broad thrust of the statutory language plus the normal techni-
cal and restrictive approach followed by the IRS in drafting pro-
posed regulations have created the problems addressed by Senate
bill 31 and others noted in our written statement.

The intent of the 1976 legislation was clearly to stop abuses
where taxpayers were financing the cost of vacation homes, gener-
ally in resort areas, through tax deductions other than those that
are allowable to all taxpayers-interest and taxes.

As you look at this legislation and other problems that have
emerged, you need to keep this in perspective.

The statute adopted in 1976 attempted to close all conceivable
potential loopholes or abuse areas, but it clearly caught within its
net a number of situations that are not really abuses. Perhaps the
most obvious of these is the so-called family rental rule, which is
the main subject of this legislation.

We are delighted to support the thrust of Senator Armstrong's,
and the other Senators who cosponsored it, amendment under
Senate bill 31 that would solve this family rental problem.

In our written statement we identify several other problems
where we think legislation should be addressed. The first general
area concerns use of a residence by another person other than a
family member who has an interest in a dwelling unit.

In recent years with extremely high interest rates and inflated
values for residential property, a number of innovative financing
techniques have been developed to assist families to acquire homes.

One of these techniques is the so-called shared equity approach
under which a pool of investors will agree to assist in financing a
home and will join with a prospective homeowner in constructing
or purchasing a dwelling. An example is provided in our' statement
where an investor and a homeowner each acquire a half interest in
a residence. The homeowner leases the investor's share with an
option to purchase at a later date at a fair value.

The provisions of code section 280A(dX2XA) now defines personal
use as use of a dwelling for personal purposes by the taxpayer-
and this is the important distinction, or by any other person who
has an interest in the unit. A literal reading of this section would
deny the investor, who in this case has gone into this arrangement
purely for a profit motive, the tax advantages o'f ownership of



116

rental property. In essence, this denies the prospective homeowner
a financing technique that might help him in today's period of high
interest rates. Again, we do not think that the vacation home rules
were intended to prohibit this sort of arrangement..

In many real estate developments in resort areas-and, as you
know, this has become a major industry in this country-so-called
time-sharing arrangements have been developed so that the owners
of a particular unit can be numerous. In most cases, the owners are
not related and it is common for the identity of some or all of them
to be completely unknown to a particular unit owner.

Proposed regulations under section 280A in effect provide that
each person with an interest in a unit subject to a time-sharing
arrangement shall be considered to have a continuing interest in
the unit regardless of the status of that interest under local law. If
this interpretation of the statute is correct, a unit owner could be
penalized for violations of other unit owners over which he has no
control whatever and in many cases he probably has no knowledge
of such violations.

The determination of the appropriate treatment for a qualified
repair or maintenance day, as suggested in Senate bill 31, is rea-
sonable, and we certainly support its adoption. The regulations
proposed under section 280A clearly go beyond the intent of Con-
gress and prescribe a test which I think is unreasonable and bur-
densome.

Finally, in determining the personal use test-either the 14-day
or 10-percent rule-the approach adopted by the proposed regula-
tions is very harsh and extreme and is not needed to carry out the
intent of Congress. In our statement we outline a situation where a
taxpayer arrives at his unit late in the afternoon of one day,
spends 12 full days in the unit, leaving early the morning of the
next day, and nevertheless finds this stay treated as 14 days.

This interpretation of the statute seems much too harsh and
narrow. To impose a more reasonable test, we suggest that either
the day of arrival or the day of departure not be counted. There is
precedent for this in the capital gains holding period area. I think
it would lead us to a more reasonable result in the vacation home
area.

Again, we appreciate the chance to appear this morning. I will
try to answer any questions you might have.

Thank you.
Mr. PACKWOOD. Mr. Bell.

STATEMENT OF THOMAS D. BELL, JR., EXECUTIVE VICE
PRESIDENT, CITIZEN'S CHOICE, INC.

Mr. BELL. Mr. Chairman and Senator Armstrong, it is a pleasure
to be here representing Citizen's Choice. For those of you not
familiar with Citizen's Choice, it is a grassroots taxpayers organi-
zation with no special interest other than good government. Our
membership ranges from the Fortune 100 companies to bus drivers.
We have many independent contractors in our membership who
are affected by the proposed IRS regulations that will be changed
by S. 31.

We are strong supporters of S. 31 for many reasons, but we
would like to focus our testimony today in three areas.
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One is-and this is a reaction from our membership to a large
degree-who is in charge of tax policy. This is a question we
consistently are asked and which we have brought to both of your
offices in the past. Who is in charge of tax policy? The Internal
Revenue Service, an unelected bureaucracy which has responsibili-
V for carrying out the rules and regulations of Congress, or the

Thie is a good example and another example of the Internal

Revenue Service's attempting to construe or misconstrue the intent
of Congress. As has been said here earlier today, obviously Con-
gress had no intention of providing this sort of treatment to proper-
ty owners who are attempting to rent to their relatives or to
independent contractors or productive Americans who might have
a second place of employment or a second job in their homes.

Second, we would like to bring the committee's attention to the
fact that this legislation is particularly discriminatory against the
producing American, the productive, working American, who
might be inclined to have a second job or in these economic times
needs to have a second job, or who owns rental property for pur-
poses of profit and might subsequently rent that property to a
relative at a fair market value.

When so many in the Congress and in the administration are
talking about increasing productivity, it would seem unfortunate
the Internal Revenue Service through its rulings might try to
penalize productive Americans.

Lastly, our feelings here come not only directed toward S. 31 and
the proposed rules under section 280, but also to the results of the
National Commission on Taxes and the Internal Revenue Service,
which is an affiliated organization with Citizen's Choice and whose
report will be out on April 7.

We found as we have had hearings throughout the Nation, in
Denver and in other places, Senator Armstrong, that the taxpayer
generally feels that when he comes before the Internal Revenue
Service the Service maintains an attitude of guilt and the taxpayer
is forced to prove his innocence.

When we went around the country, the single most often repeat-
ed complaint about the Internal Revenue Service was this proof-of-
innocence feeling the taxpayers got when they went before the
Service.

Once again, I think the Ser ,ice in the regulations which they are
proposing with regard to the intent of Congress in the 1976 Tax
Re form Act is showing that they assume that the taxpayer will
take advantage of the law; they assume that the taxpayer will try
to avoid paying the fair share of tax. I think history has proven-
and our membership certainly feels-that the American public has
a great history of paying their fair share of taxes and willingly
cooperating with the Internal Revenue Service and with the Gov-
ernment as long as they feel that the tax burden is fair.

If our members are representative of working, productive Ameri-
cans-and we think they are-they continue to be willing to pay
their fair share of taxes, although this willingness is declining at a
rapid rate as the tax burden becomes more offensive to them.

The outcry of our membership when they heard about the
newest scheme of the Internal Revenue Service once again to de-

BEST COPY AVAILABLE
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prive them of an option that had been available to them in the
past was simply to say, "You are forcing us into a position to try to
avoid tax because the system is so oppressive."

Therefore, we urge the Senate and the committee to move quick-
ly on S. 31 and do all in its power to resolve this issue as quickly as
possible.

Thank you very much.
Senator PACKWOOD. Mr. Olson.

STATEMENT OF CHARLES E. OLSON, LEGISLATIVE SPECIALIST,
NATIONAL EDUCATION ASSOCIATION

Mr. OlsoN. Thank you, Mr. Chairman.
First of all, I want to apologize to the subcommittee. In our haste

to deliver the statement on Friday we neglected to include the
attachment. I have given copies of the attachment to committee
staff and I will give one to the reporter.

I am Charles E. Olson, legislative specialist for the National
Education Association. On behalf of our 1.8 million members, I am
very happy to have the opportunity to testify before the subcom-
mittee on S. 31.

Teachers, like many other citizens, are in a position where they
must, because of economics, have second incomes. We support that
section of the bill. I am very happy to see that here.

However, we would like to make a few observations and sugges-
tions to the committee which we feel will make the bill applicable
to teachers as well as other taxpayers.

Teachers in every school district in America are concerned that
the IRS forbids deduction for a home office even though this office
space is used at the direction of or for the convenience of their
employer. Many teachers are required to meet parents and stu-
dents, prepare and evaluate educational activities, and supervise
arid coordinate extracurricular activities within their homes.

These teachers dedicate a portion of their homes for exclusive
and regular use on school business. Most of these activities accom-
plished in the teacher's residence are performed at the direction or
for the convenience of their employer.

Since many buildings are closed shortly after school is dismissed
because school systems are concerned about teacher safety as well
as fuel consumption, often teachers are required to vacate school
rooms at a certain hour, usually about 1 hour after the students
leave the building. ___

It might be useful for the record to illustrate what is required of
teachers and why they must use their homes as a principal place of
business. As you might expect, I do not view this issue clinically
since I taught for 10 years and have used my home for school
activities also.

I have a very good-friend who teaches English to 160 innercity
high school juniors. He is lucky because many of the teachers have200 or more students. He is a teacher dedicated to helping his
students learn to read and write. He teaches five classes each day,
each with its own separate preparation since students are ability
grouped.

Each pupil is required to write a two-page theme each week plus
four or five book reports each semester. This means that in addi-
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tion to 25 preparations he has over 320 pages of composition to
evaluate each week.

Each teacher is accorded a 50-minute planning period. Most
teachers use it productively, as does my friend. However, he spends
3 to 4 hours 5 nights a week working at home because the school
building closes at 4:30 p.m. School officials are concerned about fuel
costs so the heat is turned off at 4 p.m. Teachers are specifically
requested to leave the building by 4:30 p.m. because the school
district doesn't want to be responsible for teacher safety after that
time.

My friend cannot claim a deduction for the room used exclusive-
ly and regularly to conduct his school business even though his
activities at home are "for the convenience of his employer."

NEA strongly recommends that S. 31 be amended to add "stu-
dents and/or their parents" to the list of persons who qualify a
taxpayer under section 280A(cX1XB) of the Internal Revenue Code.

'That section states that a deduction is available to taxpayers who
use a portion of their home exclusively and regularly to meet"patients, clients" or "customers."

If S. 81 is enacted into law, it will significantly increase the
number of taxpayers who qualify for a home office tax deduction.
As the law currently stands, teachers probably will have a hard
time satisfying the IRS that students and/or their parents fall
within the definition of patient, client, or customer as set forth in
section 280A(cXXB), even though one may construe students or
their parents to be clients of the teacher.

The amendment we propose will allow teachers to be treated
equally with doctors, lawyers, health care practitioners, and other
business and professional persons.

The issue is one of equity, not preference. Teachers are taxpayers
who expect fair and equitable treatment by the Federal tax code.
They expect to be able to deduct an office if it is used exclusively
and regularly at the direction of or for the convenience of their
employers. To exclude teachers by design or oversight will discrimi-
nate against one class of American taxpayers. If these changes are
made, 8.31 will have NEA's strong and active support.

Thank you.
Senator PAxwo0D. Mr. Olson, let me congratulate you. You

bring an issue to this committee that we had not thought about
when we passed this legislation; teachers. We are familiar with the
Direct Selling Association.hThey frequently appear before us. How-
ever, I, for one, had not though about teachers. My hunch would
be nobody on this committee--and all of us probably have children
in public schools and many of us have had conferences with teach-
ers--ever thought about the teachers having to use their homes as
an office to carry out the functions for their employer.
. Mr. OwoN. That is quite a regular instance of teaching. Teaching
is by no means an 8-hour job, as we all know. Many teachers are
indeed aggrieved and they feel so.

I could give you letters and let you listen to phone calls from
people who call us after they have tried to-claim this and the IRS

audited them and they have problems with it., Senator PACKWOOD. If we were to change the legIslaon as intro-
duced by Bill Armstrong and the teachers were to work at night
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doing direct selling on something, the legislation would accommo-
date them. However, if they do it to carry out the rest of their
regular job in the same office with a typewriter and a file cabinet
and a telephone, they could not. That obviously was not our inten-
tion.

Mr. OLSON. That is correct.
Senator PACKWOOD. Let me ask Tom Bell of Citizen's Choice a

question.
While I have heard of your organization, I was unaware you

have 70,000 members. Is that 70,000 dues-paying members?
Mr. BrL. Yes, sir, it is. The organization, as you know, was just

started in 1977.
Mr. BzLL. It has grown by about 30,000 members in the past 12

months. It appears that we will hit 100,000 members this year.
Therefore, we hope you will all be hearing a lot more from us.

Senator PACKWOOD. Do you have classifications of dues or is it
one flat rate for whomever is a member?

Mr. BELL. From Bill Marriott, our chairman, to our bus driver
friend, everyone pays $20.

Senator PACKWOOD. That is very impressive.
Mr. BELL. Thank you.
Senator PACKWOOD. Mr. Armstrong.
Senator ARMSTRONG. Mr. Bell, may your drive increase.
I am also very familiar with the work you are doing and compli-

ment you on it. I thank you for your statement.
I do not have a question for you, but I want to underscore the

observation you made about voluntary compliance. Increasingly I
find that the ethic is developing, even among people of basic integ-
rity, people who are honest in all their dealings with other people,
that somehow the IRS is different; that it is a game, and therefore
people who are scrupulously honest in dealings with everybody else
somehow think it is justified to cut a few corners and cheat a little
in their relationship with the tax collector.

I share the concern you have expressed. That is a very serious
matter. We are fortunate in this country to have such a good
record of voluntary compliance over the years.

Mr. BLL. Senator, what we discovered in your home State and
others is that it has become very much an adversary relationship
between taxpayer and Service, where they do look at it as a compe-
tition of sorts. They feel the Internal Revenue Service attempts to
take advantage of them every opportunity it has, so they in turn
have the right to take advantage of the Service.

It is a bad situation for everyone involved if it continues.
Senator ARMSTRONG. I agree.
Thank you.
Mr. Thurm, I also thank you for your statement. Might I ask for

the record if you would elaborate briefly on your comments regard-
in# making the provisions of this bill, S. 31, retroactive to 1976? I
think it is important that the record be clear on that.

Mr. THURM. Thank you, Senator.
Code section 280A was enacted in 1976 and the IRS regulations

were made retroactive to 1976. It therefore becomes important that
S. 31 also be effective as of the date of enactment of code section
280A.
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Senator ARMSTRONG. Otherwise, we would have people in limbo
from the period between 1976 to whenever this would be enacted?

Mr. THURM. That is exactly right, Senator.
Senator ARMSTRONG. Mr. Penick, you raised an issue which is

addressed only in part in this legislation, that is, that the current
tax law discourages the joint ownership of residential real estate.
Perhaps it is in your written statement, which I have skimmed but
have not read in detail although I shall do so, but could you tell us
is this a widespread phenomena? Is it an important fraction of the
new residential starts or residential ownership?

Mr. PENICK. It is not that widespread up until now, but it is
gaining momentum. It is caused by the very high interest rates and
the difficulty of young families in particular to acquire ownership
of a home.

It is an innovative financing technique, and to me is something
that this legislation was not intended to cover at all. I think it is a
byproduct, so to speak, that section 280A would have impact on
this kind of financing technique.

At this point I do not think it is a great problem, but neverthe-
less this technique is emerging rather quickly.

Senator ARMSTRONG. I appreciate your drawing the attention of
the committee to that.

Mr. Chairman, if I may, I would like to insert in the record some
statements on this issue which have been submitted by the United
States Savings & Loan League and also from an attorney in Cali-
fornia, Mr. Arthur Rinsky, who has written perceptively on this
question. I think it would be worth incorporating, particularly
inasmuch as it is relevant to Mr. Penick's testimony.

Senator PACKWOOD. Without objection.

[Refer to Mr. Penick's statement (section H) with Arthur Anderson, Inc.]

STATEMENT OF TE UN=rr STATES LzAGUE OF SAVINGS ASSOCIATIONS'

The United States League of Savings Associations is very much in support of your
bill, S. 31, to amend Section 280A of the Internal Revenue Code to prohibit the
Treasury Department from unfairly discrimination against property owners who
rent dwelling units to a member of their family. are hopeful your amendment
will succeed.

We wish to take this opportunity to suggest a further amendment to 280A which
will provide benefits to both new home buyers and elderly homeowners without
significant revenue impact to the Treasury.

Affordability of housing is becoming# a major issue in this country. At present,
there are a number of parties, including the U.S. League, trying t6 innovate new
methods of making home financing affordable for those who wish to purchase their
own home. One procedure being developed to solve the affordability problem is to
allow the home purchaser to use the equity in his house to help him meet the
carrying cost of acquiring a home. If a borrower could make a larger downpayment
on his home, then he would need a smaller mortgage; with a smaller mortgage
comes smaller monthly payments. The problem is that most people do not have the
additional funds to make a larger downpayment. If another person or investor

'The U.S. League of Savings Associations has a membership of 4,400 savings and loan
associations, representing over 99 percent of the assets of the $625 billion savings and loan
business. League membership includes all types of associations-Federal and state-chartered,
stock and mutual. The principal officers are- Rollin Barnard, President, Denver, Colorado- Roy
Green, Vice President, Jack onville, Florida; Stuart Davis, Legis tive Chairman, Beverly hills,
Calif.; William acYonnell, Executive Vice President, Chicago, l.; Arthur Pgeworth, Director-
Washington Operations; Glen Troop, Legislative Director, and Phil Gasteyer, Assoc. Dir.-
Washngton OPerations. League headquarters are at 111 East Wacker Drive, Chicago, Ill. The
Wasingpton Offlc Is located at 1709 New York, Ave., NW, No. 801. Washington, DC 20006;
Telephone (202) 637-8900.
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group joined with him in making a larger downpayment by becoming a non-
occupant co-owner, then such a mortgage plan becomes feasible.

However, to attract investors there has to be an appropriate return, and investors
are looking for a current return rather than just a pro rata share of future
appreciation. Our suggestion is that the non-occupant investor should have the right
to deduct his pro rata ownership share of depreciation and other expenses associat-
ed with owning investment property. This would give him a current return on his
investment. Under the present Code and the IRS regulations, joint ownership busi-
ness deductions are denied if one of the joint owners uses the property as his
principal residence. If a joint owner who is using the property as his principal
residence is paying a fair market consideration or the use of the property, we
recommend the other non-occupant members of the group be treated as investors
with the appropriate tax deductions of income property.

We feel our suggestion can be accomplished by amending subsection (d) of Section
280A of the Code (relating to use as a residence) by striking out "or any other
person who has an interest in such unit, or by any member of the family (as defined
in Section 267(cX4)) of the taxpayer or such other person" in paragraph (2)-
Personal Use of the Unit. This is a slight change to S. 31.

By allowing such business use deductions, principally depreciation, mortgage fi-
nancing plans which involve a non-occupant investor and an owner occupant then
become feasible. Additionally, the so-called "reverse annuity mortgage" concept also
becomes more feasible.

As you may recall, a reverse mortgage is a loan that allows the elderly
homeowner to convert the built-up equity in his home into monthly income that he
may use to meet everyday living expenses. Our coownership concept with non-
occupant deductibility of depreciation makes this concept workable.

On the surface, it may be argued that such a change in the Code would cause the
Treasury to lose revenue. We would disagree with this contention. First, an investor
interested in such a plan would probably look to other types of residential invest-
ment alternatives if such a plan were not available to him. If the investor bought
the house outright and rented it to a taxpayer tenant, the investor taxpayer would
enjoy all the rights associated with that investment including the deductability of
depreciation. In such a situation the investor would be able to use 100 percent of the
depreciable asset available to him. Under the plan we are proposing, the investor
would only be allowed to write off the expenses including depreciation associated
with his pro rata percentage of ownership in the property. If the investor and
homeowner had a 50-50 split, then the investor would only be able to write off 50
percent of the expense, including depreciation on the investment portion of the
dwelling.

The occupant owner would continue to count the property as a principal dwelling,
and would not receive depreciation write-offs; upon sale of his property he would
continue to defer any capital gains taxes when he rolls over his investment into a
new house. However, the investor would have to pay capital gains taxes on anygains attributable to his percentage of ownership upon sale of the property. If our
suggested change is adopted, the Treasury, thus, should break even.

The adoption of our suggested change would greatly enhance home purchase
affordability to many American consumers. We feel that this amendment to Section
280A is in the public interest; it is worthwhile and can be accomplished without cost
to the Federal Government and the American taxpayer.

A copy of our letter to ITS on the proposed "family rental" regulations is attached
for your further information.

WARE, FLETCHER & FREIDENRICH,
Palo Alto, Calif., February 8, 1981.

Re Internal Revenue Code Section 280A.
Senator BiLL ARMSTRONG,
Russell Senate Office Building,
Washington, D..

DEAR SENATOR ARMSTRONG: As per our recent telephone conversation, I have
reviewed the provisions of S. 31 dated January 5, 1981 which would modify Section
280A of the Internal Revenue Code (the "Code"). I understand from a conversation
with Mr. Jack McDavitt that Representative L. A. ("Skip") Bafalis of Florida has
introduced an identical bill (H.R. 1290) in the House.

As you know, S. 31 would eliminate the inequities in present Section 280A(dX2) of
the Code where there is a market rate rental of a dwelling unit owner by a taxpayer
to a family member. S. 31 does not, however, eliminate the inequity created by
Section 280A(d)2)A) where there is a market rate rental of a dwelling unit by a
taxpayer to a co-owner of the unit. If allowed to remain, this latter inequity will
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eliminate a creative financing arrangement which has been developed to facilitate
home purchases in the skyrocketing markets in the San Francisco Bay Area and
elsewhere.

Under this financing arrangement, an investor with capital to invest in real
estate purchases a residence as a tenant-in-common with a person (the "home-
owner") desiring to occupy the residence as his home. The investor and the home-
owner share ownership of the residence in some ratio reflective of their respective
investments in the residence. Conventional financing is easier to obtain for the
balance of the purchase price because of the equity supplied by the investor.

During the co-tenancy period, the investor's interest in the residence is leased to
the homeowner at market rental rates. Investors are attracted to provide capital to
the above-described tenants-in-common arrangement in large part through the
income tax losses generated by depreciation deductions attributable to the investor's
interest in the tenants-in-common property during the tenancy term. From the
investor's standpoint, such a transaction is a legtimate arms-length real estate
investment entered into for the production of income.

Section 280A(dX2XA) of the Code as it presently reads appears to disallow those
losses because the investor has an "interest" in the residence during the tenancy
term. Such a result will undoubtedly create a disincentive to real estate investment
that would otherwise help to alleviate a serious housing problem in Northern
California (and presumably elsewhere).

We believe the underlying theory of S. 31 and H.R. 1290 is correct. Market rate
rental rather than relationship to the taxpayer-lessor should be the relevant bench
mark in determining whether income tax losses from rental of dwelling units should
be deductible under section 280A(dX2) of the Code. S. 31 could achieve that result if-
Section 1(b) thereof were amended to read as follows:

"(b) USE oF RESIDENCE BY FAMILY MEMBER OR CO-OWNER.--SubseCtion (d) of
Section 280A of such Code (relating to use as residence) is amended-

(1) by striking out ", or any other person who has an interest in such unit or by
any member of the family (as defined in section 267(cX4) of the taxpayer or such
other person" in paraaph (2), and.. .

I appreciate your time and cooperation in this matter and hope you succeed in
your efforts to modify Section 280A so that it does not operate to automatically
penalize taxpayers who rent dwelling units at market rates to co-owners and family
members.

Cordially yours,
ARTHUR C. RINSKY.

SHAPIRO & SHAPIRO,
Washington, D.C., October 3, 1980.

COMMISSIONER OF INTERNAL REvENUE,
Washington, D.C
(Attention: CC: LR: T (LR-261-76)).

DxAR SI: On August 7, 1980, the Internal Revenue Service (hereinafter referred
to as the "IRS") issued proposed regulations under § 280A of the Internal Revenue
Code. 45 Fed. Reg. 52399 (1980).

I should like to comment upon two aspects of the proposed regulations which
require substantial revision before final publication, these are: (1) the provisions
relating to the deductibility of expenses attributable to the rental of a dwelling unit /
(hereinafter at times referred to as the "vacation home regulations"); and (2) the
provisions relating to the deductibility of expenses attributable to the business use
of a residence (hereinafter at times referred to as the "home office regulations").
The vacation home regulations

Section 280A of the Internal Revenue Code was enacted by Congress to prevent
taxpayers from converting certain nondeductible personal expenses into deductible
business expenses. See S. Rep. No. 94-938, 94th Cong., 2d Ses. 152 (1976) [herein-
after cited as "Senate Report"]; H.R. Rep. No. 94-658, 94th Cong., 1st Ses. 164
(1975) [hereinafter cited as "House Report'. Congress was especially concerned with
the opportunity for abuse in the case of vacation homes that were held for rental
and als used for personal purposes. Senate Report, supra at 152; House Report,
supra at 164.

The intent of Congress to focus specifically upon vacation homes is evidenced by
the consistent and extensive use of the term "vacation home" (or its equivalent) in
the committee reports. The term "vacation home" (or its equivalent) appears no less
than 89 times in a five-page section of the House Report and 47 times in a six-page
section of the Senate Report. House Report, supra at 162-6; Senate Report, supra

75-W 0-81-9
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150-55. If further evidence of the intended scope of §280A is desired, one need only
look to the heading of that section where the term "Vacation Homes" prominently
ap pears.sCongress defined the term "vacation home" as: "a dwelling unit including a

house, apartment, condominium, house trailer, boat, or similar property." Senate
Report, supra at 154; House Report, supra at 166. No attempt was made to define
the term "dwelling unit." Nor did Congress indicate any concern over the rental of
nonvacation property. It is clear from the legislative history of § 280A that the term
vacation home' does not mean any dwelling unit. It means a dwelling unit suitable

for vacation purposes.
Unless the proposed regulations are rewritten to clarify the intended scope of

§ 280A. the application of that section could result in highly anomalous tax conse-
quences. In their present form, the proposed regulations raise an irrebuttable pre-
sumption that a taxpayer who rents any dwelling unit to a family member (as
defined in § 267(cX4)) isnot operating a business for profit. See proposed regulations
§ 1.280A-1(eXlXii). This presumption is applied regardless of whether a fair rental is
charged and regardless of whether the dwelling unit is a vacation home. Since
Congress intended only 'to prevent the use of vacation homes for tax avoidance
purposes, this irrebuttable presumption, if not eliminated, will do violence to the
intent of Congress, and will result in widespread overkill.

The following example is a case in point:
Taxpayer owns two identical houses near a major university in a large metropoli-

tan area. House A is rented to four college students, one of whom is the tyer's
brother. House B is also rented to four college students, however, all of these
students are unrelated to the taxpayer. Both houses are rented on an annual basis
for a fair rental. All eight students, including the taxpayer's brother, pay equal
rent.Under the proposed regulations, the taxpayer's deductions on house A would be
limited to the amount of rental income from that house. But no such limitation
would apply to house B. This result is absurd on its face. And it is only the tip. of
the iceberg. The number of equally absurd situations which could arise is unlimited.
Therefore, the proposed regulations must be revised to specify clearly that §280A is
inapplicable to the rental of non-vacation property. The necessary revision could be
accomplished by redefining the term "dwelling unit" in § l.28A-1(c1) as follows:

The term "dwelling unit': means a vacation home including a house, apartment,
condominium, mobile home, boat, or similar property which provides basic living
accommodations such as sleeping space, toilet, and cooking facilities.

This definition would preclude the application of § 280A to the rental of nonvaca-
tion property. The committee reports leave no room for doubt that Congress intend-
ed such a limitation.
The home office regulations

Under § 1.280A-2(bX2) of the proposed regulations, a taxpayer may have only one
principal place of business reardless of the number of business activities in which
he may be engaged. This position was expressly rejected b the United States. Tax
Court as being contrary to the legislative purpose behind §280A. Edwin R Curphey,
178.61 P-H TC (Feb. 4 1980).

In.Curphey, Judge Tannenwald, after a thorough analysis of the relevant legisla-
tive history, held that a taxpayer is not restricted to one principal place of business.
Judge Tannenwald stated:

"'Principal place of business,' as that term is-employed in §280A(cX1XA), refers to
the home as a specific situs in which a business is criied on. We find no indication
either iW the statute or in the legislative history that a taxpayer cannot have more
than one principal place of business, for purposes of § 280A(cX), if he engages in
inore than one tiae or business.

"We think that § 280A(cX1XA) requires a determination as to whether, with
resPect to a particular business conducted by a taxpayer, the home office was his
principal place for conducting that business. Such a determination will fulfill the
legislative objective of preventing deductions for the use of a home for purposes
which are primarily personal.... Respondent's approach of requiring that the
home office be theprincipal place at which the taxpayer's principal business is
conducted would di ow otherwise allowable deductions in connection with the use
of a home office which is a principal lace of business. We do not believe that
Congressintended such a resut."ID, at 429.

The cholarly words of Judge Tannenwald require no elaboration. Section 1.280A-
2(bX2) of the prPed regu ons mu be revised to conform to the inter t of

Thie propsed, r~gi.tons should be revised further to permit deductions for
ordinpa and necessary expenses where a self-employed taxpayer, in conducting a
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trade or business, uses a home office exclusively and on a regular basis as a second
office. Where a self-employed taxpayer can document that he uses a home office for
the performance of substantial (rather than merely incidental) services, there is no
reason to prohibit deductions for expenses allocable to such work. Only where
proper documentation is lacking should deductions be disallowed. The disallowance
of legitimate deductions for ordinary and necessary business expenses cannot be
justified merely upon the basis of lIES administrative convenience.

The following example illustrates the soundness of permitting deductions for
ordinary and necessary expenses attributable to the use of a home office exclusively
and on a regular basis for the performance of substantial services:

Taxpayer, an attorney, has an office 25 miles from his home. He also maintains a
home office equipped with a desk, filing cabinet, typewriter, dictating machine, and
telephone. Taxpayer works at his office away from home approximately 35 hours
per week. He works in his home office approximately 15 hours per week.

In the above situation, the taxpayer should be allowed to deduct the expenses
attributable to the maintenance of his home office in which he conducts approxi-
mately 30 percent of his business. If the taxpayer maintained a second office two
minutes from his home, and if he used that office, rather than his home office, to
perform 30 percent of this total services, no one would question the deductibility of
expenses attributable to that office. There is no rational reason to treat a homeoffice any differently.

Request for public hearing
I should like to request a public hearing to comment further upon the proposed

regulations. If a hearing is scheduled, please inform me of the time and place
thereof.

Thank you for considering my comments.Sincerely, RONALD E. SHAPIRO.

WzsrmNsr , Cow., September 2, 1980.
Senator WuLjAM ARUM ONG,
Russell, Senate Office Buildin& Washington, D.C.

DIR MR. ARmSTONG: For some time now I have been very concerned about the
tax situation in our country. I consider myself to be a middle class American who is
being bombarded by more and more taxes to the point that it doesn't pay to work
anymore. To make matters worse we also have inflation, unemployment, recession,
energy shortages, national disgrace in Iran, and talk of world war at a time when
some say our national defense is weak.

I am writing to you as I know that you are working hard to help control these
evil forces which threaten to destroy our way of life. It is my desperate hope that
you and the next administration can reverse America's trend towards self destruc-
tion.

This letter is beig written to bring to your attention one more attempt by our
government the I in particular, to further increase our taxes. In the Rocky
Mountain Rews on Saturday, August 23, 1980 on page 27H, there was an article by
Kenneth R. Harvey entitled "Proposed IRS real estate regulations a bombshell."
Please read it if you can. In it Mr. Harvey explains how we now have a "marriage
tax" which penalizes couples who marry but -rewards those who live together
unmarried. Ho goes on to explain that the new proposed regulations which went
into the Federal Register on August 7 will establish a "family rental tax." This new
tax would discourage people from providing shelter to members of their own family
and in-laws. This in turn could cause even more people to go on welfare and may
cost our government even more than they collect on the taxes they so greedily try
to force upon us.

I would now like to be a little more specific so you can see exactly what is
bothering me. About two years ago in an attempt to help my in-laws with a difficult
financial- problem I purchased a home for them to live in. They are retired and
living on social security with only a very small savings. To make matters worse
their home was in a flood about three years ago. My tax burden had become so
unbearable that I finally decided I had to invest in some rental property as the
previous current tax laws encouraged me to do. I set up my investment and my
assistane to my in-laws in the form of a house owned by me and rented to them.
This was totally proper and even encouraged by the tax laws of last year. Now that
I am locked into this arrangement the IRS proposes to change the rules. I find this
very disturbing.
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Please, if you can, stop these proposed rules from becoming law.
Sincerely,

D NNY FINKE.

GUNNISON, COLO., Oct. 9, 1980.
Commissioner of Internal Revenue,
Washington, D.C.
Attention: CC:LR.T (LR-261-76).

DzA. SIR: We are writing in regards to the proposed regulations to sharply
restrict or eliminate entirely the deductions we may take for our Shaklee business
on our Federal income tax.

We are one of those couples who chooses to put in the extra time and work
needed in order to provide better for our family financially. We need every break
we can get as a result of inflation-as you well know!

Presently, my husband is a school teacher making a minimum monthly income.
He was Colorado Teacher of the Year in 1974, and one of the top five teachers in
the nation that same year. He has been awarded the Freedom Foundation Teacher's
Award, and an award from his Alma Mater, Abilene Christian University. He is a
dedicated teacher who cannot support his family on the $17,000 a year income hereceives.

Shale is our hope for the future, and our hope so that my husband can remain
a teacher, too,. and affect in a positive manner the young children of our
community. .

The unfairness of these proposed regulations in regard to tax breaks is extremely
unreasonable. We have one room in our home dedicated totally to our Shaklee
business, and it is my full-time concern. The tax breaks we've received the past four
yeats have enabled us to keep struggling to make this business work.

We object vigorously to your proposed regulations, rule CC:LR. (LR-261-76).
Please cancel them immediately

Sincerely,
KETm AND Suz Rooms,

Shaklee Sr. Supervisors.

Dm.rrrm, HASKINS & SLuLS
Denver, Colo., February 18, 1981.

Hon. WuLum L. ARMsVMNG,
U.S. Senate, Washington, D.C

Dz~a SENATOR: I understand you are having hearings regarding the inequities
p resented by section 280A of the Internal Revenue Code and interpretations by the
Internal Revenue Service. Perhaps it would be helpful to present some experiences
that I have been familiar with.

There have been several instances where clients of our Firm have considered
whether it would be more economical (from a family point of view) to purchase a
residence to rent to relatives at an arms length rental rate, rather than continue to
have the relative rent the residence from outsiders. When told that they would not
get the same benefits from the tax rules which would be provided if the same
transaction were done with an outsider, they dropped the plans.

One instance occurred in my own situation. My daughter is in school at Colorado
State University in Fort Collins. She and three other ladies decided to go together
and rent a condominium. The condominium was for sale and I considered purchas-
ing it and renting it to the ladies. When researching the tax consequences, I
discovered that I would be unable to benefit from the tax allowances that would be
otherwise available from renting the condominium and dropped that possibility.

Yours very truly,-
JAMEs R. Cummos, Partner.
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H. A. MIKE FLANAKIN,
Silver Spring, Md., September 2, 1980.

I RECOR INmimAL REVENUE SERVICE,
Washington, DC. .
Subject: Loop Holes Law.

D"R MR. DIRECt: I have been made aware of the IRS publication in the
Federal Register dated 7th August, 1980, to increase tax revenues. I understand this
is in accord with a 1976 Federal Law for plugging loop holes.

The new rles are definitely aimed at people with middle and low incomes. And I
am opposed to them.

I speak, from personal experience, in opposition to two of the penalties. They are:
(1) the family rental tax and (2) home office rent deduction by small, self-employed
professionals.

First: I have two sisters. One is 89 years old. She has no retirement income, but
she owns her home. The younger sister is 82. She has retirement pay from a
university and an endowment insurance policy. The sisters live in the older sister's
house and the younger pays rent for her lodgings. They share other living expenses.
I understand your new rules will require my older sister to pay a tax on the rental
payment of my younger sister.

Second: I maintain a small consulting service in civil engineering. I have set asidea room in the basement of my home for an office and professional library. The room
comprises 15 percent of the floor area of my home. In previous years I have claimed
a business deduction as prescribed in IRS policy and procedure memoranda. The
office area is just under 300 square feet. In 1979 the rental claim amounted to some

900, or $3 per square foot. Prevailing office space in Silver Spring is of the order of
.15 per square foot. Had office rent not been claimed as a business deduction my

tax would have been ten per cent higher. This may sound exceedingly small to
some, but ten per cent increase in my Federal tax is quite significant to me. Also, I
know my older sister will be hard pressed to pay a tax on the rent she gets from my
younger sister.

Archibald Cox, Chairman of Common Cause Membership Drive, sent along a
letter to me. He said some 14 multi-billion dollar corporations do not pay any
Federal income tax. I'm sure our National Congress passed a "loop hole" tax law in
1976 with the expectation that IRS would go after these corporations in plugging
tax loop holes. I can not believe members of our National Congress would counten-
ance such penalties to be imposed upon widows, self-employed entrepreneurs and
property owners as are set forth in this promulgation of 7th August.

Could it be, as some have inferred, IRS tried to close up loop holes in corporate
taxes but failed? Did IRS find corporate tax lawyers and lobbyists invincible? Did
IRS capitulate to the powerful organizations of special interests; and decide they
had best look for a weaker apponent? Was IRS ashamed to tell Congress they
couldn't out smart high paid tax lawyers and specialists of the wealthy corpora-
tions? And then, as bullies are want to do, select a group comprised of aged widows,
self-employed professionals, owners of vacation homes, and military & government
employees who choose to rent their homes while on assignments in other areas and,
because this group cannot resist the pressure of the tax collector; decide it is the one
to make up Government's loss of revenue to the 14 corporations Archibald Cox
enumerated?

The only reply to this letter I hope for is to see the IRS Order, published in the
Federal Register on 7th August, 1980, rescinded.

Yours very truly,
H. A. MIKE FLANAKIN.

ARLNGTON, VA., August 28, 1980.
ComISSIONzR or INTNAL REvENUE,
Washingto D.C
Attn: CC:LR:T (LR-261-76)

DrAR CouMimloNn: This letter is in response to the request for comments
dutifully included with the notice of proposed rulemaking in the Federal Register ofV-t comments are limited to the provision of the proposed rules calling for an end

to the current practice of allowing standard deductions for rental residential proper-
ty leased tooq relation-at fair market value.. Th decision to drop this provision seems to me arbitrary and thoughtless, though
I " know it probably is not.
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The full-time rental of a residential property such as a home or condominium at
full market value should be treated equally, no matter who occupies the dwelling.
The issue should be how much is the rent, and what is the equivalent rent for the
same dwelling.

My wife, brother, and I rent a condominium to my mother for full, fair market
value. We are pleased to be able to accommodate her need for decent fairly-priced
housing in an area plagued by condominium conversions and unscrupulous land-
lords.

She does not have the financial resources to purchase any type of housing at
current interest rates.

In return for a fair rental price, she gets a decent apartment, owners attentive (by
long practice) to her requests for repairs, and the tacit assurance that the place will
be available indefinitely, even in the face of a tidal wave of condo conversions.

In turn, we get a known renter with impeccable references, a good long term
investment, and the intangible value attached to helping a parent of limited means.

It is well known that the IRS has carefully reviewed situations of this sort under
the current tax rules to see that fair rent is paid by the parent or relative. We have
no intention of avoiding any tax liability.
. Given that there are social and family benefits attached to this type of situation,

and no significant difference in tax obligations, why not allow the current rule to
stand?

One day in the future, my mother may wish to retire, which will reduce her
income somewhat. It may be necessary at that time to arrange for a rent from her
below the fair market value of the apartment. At that time, as part of the duties of
children to a parent of limited means, we will assume the required additional tax
burden as the property will then acquire a different status.

Until such time, we would hope that the law would provide for equal treatment
for us as landlords and my mother as a tenant. She pays a rent equal to any other
similar tenant, and we should have the tax obligations and benefits accorded a
regular residential-property rental situation. Why should we be taxed additionally
for carrying out normal family concerns under carefully-regulated conditions?

I strongly urge the Service to reconsider the segment of the regulation regarding
rental to relations of residential property at fair market value proposed for imple-
mentation later this year.

The Federal Register fails to show the IRS's reasons for the reversal of current
ractice in this area. I for one, would be interested in the reasoning behind the
decision on this aspect of the code.
Thank you for your consideration.

Sincerely,
JmF RosEBERG.

Bziroan, N.Y., September 2, 1980.
CoMmaom os IwrwrNz REvNUm ,
Washingto, D.C((Attention: CC. LR.T. (LR-261-74)).

DA R Sims: Re: Home Office: I am asked to comment on tax treatment of the
above.(1) Where business involves telephone conversations with Europe, Africa and Asia,
it is complicated to have an office in the city of New York and to live in the
suburbs. The earliest train service available makes it impossible to arrive at a city
office before 6:30 am., nor is it possible to stay much after 10.30 p.m. However, most
European businesses like to discuss any problems which have arisen from the early
morning before noon, and typically like to telephone no later than 11:00 a.m. local
time,. which is 6:00 am. E.S.T. time. (A similar situation exists in deaings with
Ausra ad the Far East, but I-am not familiar with those areas). I find that

-clients and businesses in Europe and Africa find it a considerable convenience to
know they can speak tome if they telephone at this hour, especially when transat-
lantic lines become congested during the European afternoon-2:00 p.m. to 5:00 p.m.
European time, or 9:00 am. to noon-E.S.T.

(2) CThe very high rents payable in Nw York City make it extremely unattractive
for a small business, especially when starting up, to saddle itself with the overhead
of suitable city office accomnodatio..

(8) There are other, minor reasons,, for having home offices: modern telephone and
telephone mechanical equipment make home offices more practical; and assoon as
the age of the worker -advances, so productivity is greatly increased if the effort
expended in commuting can be avoided.
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(4) I believe the prejudice against home offices, which exist not only in the IRS
but also in may other businesses, is out of date and based upon inadequate study of
many other special circumstances relating to modern business. It may very well be
there are some cases where taxpayers have sought to claim improper deductions for
home offices; but these claims should- be rejected without instituting any require-
ments, especially regulations not specifically authorized by the Act of Congress,
which have the effect of further complicating the operation of small businesses, and
reducing their profitability (and, consequently their tax revenue).

Sincerely,
B. J. HowmAD,

Chairman of C.A.I.M.S.,
Director of St. John Art International, Inc.

P.S.-Reviewing this comment-I see that I have omitted reference to the use of
part-time help in home offices.

I use two ladies, on an irregular basis and for about twelve and twenty hours a
week, thirty weeks a year, on average. These ladies are often highly qualified
secretaries-who are in very short supply in this area, and throughout the coun-
try-and they have families and other commitments, and cannot work a full day
even if they wanted to-and this type of "casual labor" is, in my view, very
efficient.

Our business here is somewhat unusual-but it seems in many ways to indicate a
trend, because in part of the growing internationalization of business in the U.S.A.Similarly, the present economic conditions require that many families have two
"bread winners": any assault -on home offices would impact heavily against those
not very. well off, who are suffering from current economic conditions; it would
therefore be discriminatory, and should be resisted politically as well as econom-
ically.

FORT COULNS, CoLO., September 28, 1980.
CoMmsmoNu op INTERNAL REvENUE,
Washington, D.C
(Attention CCLRT (LR-261-76)).

DEAR Sm: This letter. is sent to you in opposition to your reported plan to
arbitrarily and across-the board deny business deductions for a bona fide office in
the home. I submit that the intent of Congress has always been quite opposite to
-this view of yours.

I have a modest consulting business. In it I render a public service, especially
since I am.the only expert in my field in this geographic region. I need an office and
workshop to carry out this activity. I have such in my home; it is designed,
furnished and used exclusively for this consulting activity. It is not and cannot be
used as a-guest bedroom or the like.

My main Aocupation is as a tenured university professor. The university long.
term, clearly published, andxobviously correct policy is to forbid the use of universi.
ty facilities and resources for a faculty member's consulting activities. However, in
may case (not unique) my consulting activity is closely related to my teaching
responsibilities at the university. In fact my consulting takes me out of the "ivory
tower" and directly validates my teaching in -the classroom as well as serving the
public.

The small additional income permits me to carry out such activities (gratis) as
serving as deputy coroner, advisor to 2 police departments (serving in a sworn
-capacity) without asking for any payment from public funds.. I submit that your proposal does not work for the good of the nation, it is aimed

athos ofus who cannot afford the outrageous costs of a rental office, it
discoura initiative and the creation of small businesses, and is a roadblock in the

Pay of those of us who have looked to this "phasing in" of a modest business as an
honest device which will serve us to stay out of the destitute class when forced
retirement hits u&,.
. I- urge you to continue the business deductions for offices in the home so long as

,.-hy meet the REASONABLE criteria for a business.
Cordially yours,

CuAis G. Wmzm, Ph. D.
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ADA, OKLA., August 6, 198a
CoMmsmoNER or Imw aN REV
Washi ngton, D.C
(Attention: CC:LR.C (LR-261-76)).

DEAR COMmssiONz: Although I cannot come to Washington for the public hear-
ings on the proposed regulations covering Home Office and Home Business Use
Deductions, I would like to express my disagreement to Proposed Regulation
1.280A-2(b).

I disagree with the IRS's position that an individual can have only one principal
place of business. It is my opinion that an individual can have several businesses,
each having a principal place of operation. If Congress had intended for only a
person s principal business to qualify for the home office deduction, I believe Con-

would have used the term "principal business" rather than "principal place of
business". The only official reference I can fimd concerning the definition of princi-
pal place of business is TD 2090, December 14, 1914. This reference deals with a
corporation's principal place of business and does not apply to an individual's
principal place of business.

In my specific case, I am a college teacher and also operate a private accounting
practice from my home. I have a room used 100 percent of the time as an account-
ing office. In terms of total income, approximately 30 per cent comes from my
accounting practice. My accounting practice is not my principal business, but my
home office is the principal place of business for my accounting practice.

In summary, I believe there is a difference between the terms "principal place of
business" and "principal business". Each individual probably has only one princi-
pal business, however, each business a person operates has a principal place of
business for that specific business. In my opinion Congress did not intend to make
the Home OfEce deduction as restrictive as the proposed regulations do. The fact
that your home office must be a separate room used exclusively for business pur-
poses, and that your home office must be your principal place of operating a specific
business are the restrictions I believe Congress intended.

Your consideration of this position will be appreciated.
Respectfully submitted.

WnLTA C. CHAPMAN,
Certified Public Accountant.

WASmNGTON, D.C., February 17, 1981.
Hon. Rom=r DoLz,
U.& Senate, Washington, D.C,

Dam SENATOR DoLz: I understand that the Senate Finance Committee has sched-
uled a hearing on S. 31 for February 23. I would like to add my support to that
section of the bill which would require equitable tax treatment for lessors who rent
property to a member of their family.

I would also like to respectfully recommend a minor amendment which merely
extends the reasoning behind that portion of S. 31 to a situation that affects many
other taxpayers. I believe the inequity in these cases is even more compelling than
the inequity S. 31 would rectify.In y situation, which is by no means unique, a partner and I purchased a
condominium. It is not a vacation home. It is my permanent residence. I pay him
market value rental for the equivalent of one-half of the unit. However, a clause in
the Internal Revenue Code (Section 280(AX2XA))--the section S. 31 amends, appar-
ently denies him -the, same tax privileges any other investor enjoys. The clause,
whicb immediately precedes "or by any member of the family.. .", reads, 'or any
other person vho has an interest in such unit."

The deletion of this clause, would prevent the anomaly of allowing routine tax
incentives to a family member bu4 denying therp to a non-relative.. In my case, by
the way, the change would have no effect on me-the resident-but would provide
equi ble treatment for m partner..

Fo purpose of equitable tax treatment the key, whether dealing with family
meizbers or others, is whether a fair rental is charged. as long as that requirement
renaians i the tax laws there can be no avoidance of Coreonal intent.

If it is felt that an additional safeguard' is needed, adgthe requirement that
the lessee must be the permanent resident would not adversely affect our situation.
. The effot of makin this additional change in the Code would be to prevent the

ieaouite treatment of an owner who has an interest in such unit" just as S. 81
would prevent the inequitable treatment of a "family member."
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In addition to providing equal treatment for taxpayers, the change should also
have other beneficial effects. It should encourage investment, particularly invest-
ment by small investors. And it should allow low and moderate income people to
purchase homes where they might otherwise be prevented from doing so due to the
extremely high costs of homes and high interest rates.

I would be pleased to have this letter entered into the hearing record and to
discuss this letter with you or your staff should you so desire.

Sincerely,
CHARLES E. SANDLER.

Senator ARMSTRONG. Mr. Olson, I have often said that I could not
remember the last time I heard a new idea advanced at a commit-
tee meeting. I congratulate.you for bringing in a new idea.

Mr. OLSON. Thank you, sir.
Senator ARMSTRONG. Usually I find that the function of meetings

such as this is to make a record and for people to articulate,
sometimes very forcefully and very well and in great detail and
with scholarship and precision, and so on, ideas which have been
previously surfaced in some other place.

I agree with the chairman that you raised a point which abso-
lutely had not occurred to me. I instantly can imagine a parade of
other professions who are similarly affected.

While I have not thought it through, your comment appeals to
me on equitable grounds. I am not sure whether or not it is really
practical to address the concern that you have raised, but my
intent would be to at least consider that and see how many other
professions might be affected and also to determine what the reve-
nue implications would be if we got a new group of taxpayers
suddenly taking deductions.

I thank you for raising that issue.
Mr. OLSoN. We will be very happy to assist you in any way

possible in that endeavor. This is an issue which is by no means
new to us. It is something which has been on our books. Our
members have been fighting with the IRS about this for some time.

Therefore, we are very pleased that you are so receptive to this.
We understand that this does somewhat go beyond what you per-
ceived to be the purview of this bill. However, we feel that it does
deal with a problem of equity, and we encourage you to do so.

I would like to make one statement that I think is important,
that is, that there is a problem that some of our teachers have or
could well have in terms of the deduction of a space which is used
for secondary income in that they have to be doing something
conscientiously other than just making pin money.

It is important that many professionals-teachers are not the
only ones-need the money in order to survive. It may well be only
a fourth or less of his total income, but it is that fourth that may

* well buy a few of the niceties that people enjoy today.
Therefore, when we look at that it might be important in the

record of the committee and in the report to stress that it is not for
just 50 percent of the time or something suchas that, but there is
indeed an effort on the part of the taxpayer, which there is on the
part of teachers, in terms of making this a conscientious part of
their endeavor.

Senator ARMmmONG. If I understand Mr. Olson's point correctly,
it is addressed in the bill, although I defer to counsel.

Your point is, I think, there is no percentage test.
Mr. OlsoN. That is right.
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Senator AtmmoNo. Someone might make 90 percent or 95 per-
cent of their income, say, from a regular job.

Mr. OLSON. That is correct.
Senator ARMSRONG. But they might be a member of Mr. Blum's

Direct Selling Association- They might have a job as a part-time
economic endevor which might not produce 25 or 40 or any partic-
ular percentage of their income, but yet, nonetheless, qualify under
this bill.

Unless counsel advises to the contrary, I think that is covered.
Mr. OuON. I suspect the two of us would be interested in finding

out the number of people that are members of his and my organi-
zations. I suspect it is substantial.

Senator ARMSTRONG. Maybe you ought to merge the two associ-
ations.

I am grateful for the testimony we have-had this morning. I
think it is great.

However, I cannot resist the temptation in closing to point out to
Mr. Olson the fact that he has brought a new idea to this subcom-
mittee. Yet, it is something which his association and its members
have so long been familiar with. It just proves what NEA has long
contended, that is, that Senators are notoriously slow learners.

Thank you, Mr. Chairman.
Senator PACKWOOD. Let me also congratulate you for keeping

your testimony under 5 minutes. I have long contended that intelli-
gent people can say what they have to say in 5 or 10 minutes if
they are forced to do so and if they have to think about it.
- In past years we have listened to statements going on and on
without cutting them off. I think the speaker probably in 20 or 25
minutes failed to make the point that he or she wanted to make
because of the length of the statement.

Mr. PENCK. Your traffic light helped focus our attention.
(The prepared statements of the preceding panel follow:]
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Statement of the
NATIONAL ASSOCIATION OF REALTORS
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Mr. Chairman and members of the Coemittee:

My name is Gil Thurm. I am Vice President and Legislative

Counsel in the Government Affairs division of the NATIONAL

ASSOCIATION OF REALTORS*. This Association, with over 700,000

members, is the largest trade association in the United States.

Our membership is involved in all facets of the real estate

industry -- residential, commercial, industrial and farm real

estate.

We appreciate the opportunity to express our strong support

for S. 31, introduced by Senator William Armstrong (R-CO) and

cosponsored by Senators Dole, Boren, Mathias, Coldwater and Exon.

This bill vhich would provide much needed clarity with respect

to the deductibility of expenses attributable to home offices

and would repeal the discriminatory anti-family orovision that

has come to be called the Ofamily rental tax."

ENACTMENT OF THIS BILL IS URGENTLY NEEDED

The Tax Reform Act of 1976 contained a number of provisions

designed to prevent taxpayers from deducting as business expenses

a number of costs that were in reality personal expenses. Among

these provisions were limitations with respect to the personal

use of a rental Property by the taxpayer, of41ices in the home,

and the use of vacation homes. These limitations are now con-

tained in section 280A of the Internal Revenue Code. On August 7,

1980, the Internal Revenue Service issued proposed regulations

that set forth a number of additional limitations that appear to
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be considerably beyond the intent of Congress when it enacted

these provisions. Further, I.R.S. proposed to make these regu-

lations retroactive to 1976.

Taxpayers were generally aware of the new limitations

enacted in 1976 and filed their income tax returns mindful of

these limitations. However, they were not of course aware at

that time or in subsequent years of the Internretation that

the I.R.S. would place on these limitations in 1980. As a

result, income tax returns filed in those years will necessarily

be found to be at variance with the I.R.S. interpretation unless

this Congress acts to clarify existing law and makes these clari-

fications retroactive to 1976. It is vitally necessary to pre-

vent I.R.S. from imposing their erroneous interpretation not

only in the future but with respect to returns filed in years

between 1976 and the present time by taxpayers who were in good

faith attempting to comDly with the law as passed by Congress.

Unless S. 31 is enacted quickly, these erroneous I.R.S.

positions will also have a serious effect on individuals prepar-

ing their income tax returns for 1980. Unlike prior years, the

widespread notoriety of the I.R.S. proposed regulations has put

all taxpayrs on notice as to the I.R.S. position and accounting

firms andhtrx preparation services are now forced to counsel

taxpayers that deductions they have taken in past years are now

unavailable. Taxpayers must choose between the I.R.S. view and

their own reading of the law and, no matter the choice, serious

disruptions in the tax administration process will occur.

Either amended returns would have to be filed when S. 31 is
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eventually enacted, or taxpayers could expect to have their

returns audited if they ignored the I.R.S. interpretation.

S. 31 deserves the immediate attention of this Congress not

only to clarify Congressional intent, but to spare taxpayers

from having to make this choice.

RENTING TO FAMILY ?4EMPERS

One of the situations addressed by the Congress in 1976

was the attempt by some taxpayers to claim business deductions

for vacation homes which the taxpayer used personally for a

substantial period of time during the year. Naturally, a busi-

ness deduction for maintenance and other expenses should be

available only when the property is held in substantial part

for business purposes. The legislation enacted by Congress

placed limitations on these deductions when- the taxpayer person-

ally used the property. The statute defined personal use to

include use by a taxpayer's spouse, child, parents, brother,

sister or grandparents.

The IoR.S. has interpreted this provision so that it is a

'personal useO of a property by the taxpayer even if the rela-

tive is being charged a fair rental. It would still be consid-

ered a 'personal use" even if the taxpayer never sets foot on

the property during the year. This is going too far. Such an

interpretation is discriminatory and is beyond the intent of

Congress when it enacted this provision. Certainly, we can

find no statement in the Congressional Record, the Committee Re-

ports on the 1976 Act, or anywhere else to justify this I.R.S.

view.
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This unwarranted discrimination against family rentals

should not be tolerated. So long as a fair rental is paid,

the tax law should not provide different rules solely because

in one case the property is rented to a stranger and in another

case the renter is a family memer.

S. 31 would amend existing law by making clear that it

would not be a personal use of a residence by the taxpayer if

the residence was rented to a relative at a fair rental. This

change would in no way affect the legitimate concerns addressed

by the Congress in 1976 while at the same time preventing I.R.S.

from imposing a rule that would unreasonably discriminate against

a taxpayer's family.

BUSINESS USE Or THE ROME

Another area considered in the 1976 Tax Reform Act concerned

limitations on the deductibi:.cy of expenses associated with home

office expenses. The thrust of these limitations was that deduc-

tions would not be allowed for casual use of the home as an office

and one of the specific limitations was that deductions would be

available only if the office was a principal place of business

of the taxpayer.

The I.R.S., in its proposed regulations, provided a further

limitation by asserting that a deduction would be allowed only

if the home office, in addition to being a principal place of

business, related to the taxpayer's principal business. Thus,

if a taxpayer has the industry to operate a business out of the

home in addition to his or her primary income-producing activity,

I
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the I.R.S. would disallow a home office deduction even though

the office is the principal place of business for the second

business.

It is important to note that the I.R.S. is already liti-

gating this issue and lost a case in the U.S. Tax Court last

year, Curphey v. Commissioner 73 T.C. No. 61 (Feb. 4, 1980).

The Tax Court rejected the I.R.S. view and it is necessary for

the Congress to affirmatively reject the I.R.S. view as well by

enacting S. 31 in order to prevent other taxpayers from being

forced into litigation on this matter.

We support S. 31 on this issue because it would make clear

that the deduction for home office expenses is available where

the home office is the principal place of business for a partic-

ular business conducted by the taxpayer. It is incorrect to

assume, as does the I.R.S. proposed regulation, that a taxpayer

Can have only one principal place of business. Inflation and

the general increase in the cost of living have forced many

Americans to work at two or more trades or businesses and each

of these trades or businesses may be conducted in a different

location by the taxpayer. The tax code should not be interpreted

to disallow normal business deductions if the taxpayer chooses to

Oonbit a VStLcular b tafts from a bSe office. S. 11 rovides

* AAM04 WIutU E t a reOMAV A LA E# t? 4 #
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MAXIMZMME OF A VACATION BEON

F. 31 would also clarify the 1976 Tax Reform Act with respect

to the "personal use* of a vacation home by a taxpayer for repair

and maintenance purposes. The Act had specified that it would not

be considered a personal use of the vacation home by the taxpayer

if the taxpayer was at the residence and spent substantially all

of his time engaged in repair and maintenance activities. This

was a sensible provision. The I.R.S., however, would now chal-

lenge this provision and consider the taxpayer to have personally

used the vacation home in this situation, and thus impose limita-

tions on the deductibility of normal business expenses, unless

all others on the premises who are capable of working also spend

substantially all of their time engaged in repair and maintenance

activities.

Mr. Chairman, this I.R.S. position is simply not suppored

by the language of the 1976 Act or by any of the legislative

history of that Act. The history of this provision clearly indi-

cates an intention to apply this rule only to the taxpayer -- the

amer of the unit -- and not to others. Further, this rule would

be incapable of enoecement because thefe may be any number of

?easom why a particuLar individual may not be working -- the

task may be physically beyond the capability of the person, for

, EISI W 0"est the .,tobl-t1

*t ens"1gat 44 "W~~w 4% f ta ayers by the I .af.1

Wft. 0-1-o
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This measure deserves early consideration by the Congress and we

commend-the Committee for scheduling an early hearing on this

matter. Enactment of this measure would correct obvious in-

equities and we urge the Coanlittee to support this bill.

We thank the Committee for the opportunity to present our

views on this bill, which is an important matter for many tax-

pavers. I will be happy to answer any questions the Committee

may have.
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The NATIONAL ASSOCIATION OF REALTORSO is comprised of more
than 1,806 local boards of REALTORSO located in every state
of the Union, the District of Columbia', and Puerto Rico.
Combined membership of these boards is over 760,000 persons
actively engaged in sales, brokerage, management, counselling,
and appraisal of residential, commercial, industrial,
ecreational and farm real estate. The activities of the

Association's membership involve all aspects of the real
estate industry, such as mortgage banking, home building,
and commercial. and residential real estate development,
including development, construction and sales of condominiums.
The Association has the largest membership of any association
in thq United States concerned with all facets of the real
estate industry.

Officers are: John R. Wood, President, Naples, Florida;
Julio S. Laguarta, First Vice President, Houston, Texas;
Budd Krones, Troasurer, Tucson, Arizona.

The Chief Administrative Officer is Jack Carlson, Executive
Vice President and Chief Economist.

The Senior Vice President, Government Affairs is Albert E.
Abrahams and the Vice President & Legislative Counsel,
Government Affairs is Gil Thurm.

Headquarters of the Association are at 430 North Michigan
Avenue, Chicago, Illinois 60611. The Washington office is
*located at 925 15th Street, N.W., Washington, D.C. 20005.
Telephone 202/637-6800.
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News Release
News Release

Jewvs IR release For Further Information Contact;

s eee Liz Johnsona202/637-6865
NATIONAL ASSOCIATION OF REALTORS'

025 15th Street N.W., Washington, D. C. 200O

REALTORS TESTIFY ON FAMILY RENTAL TAX

Washington (February 23, 1981)--Congress should clarify

the 1976 Tax Reform Law so that individuals who rent property to

family members at fair market rates are not penalized at tax time,

said Gil Thurm, vice president and legislative counsel in the

Government Affairs Division of the National Association of

Realtors.

Testifying before the Senate Finance Subcommittee on

Taxation and Debt Management, Thurm called a recent Internal

Revenue Service proposal to disallow normal tax deductions on

property rented to a family member "unwarranted discrimination

which should not be tolerated, and was not the intent of Congress

when it passed the Tax Reform Act of 1976."

"We strongly support S.31 which would repeal the so-called

'family rental tax'," Thurm continued, "and clarify provisions in

the law with respect to deductibility of expenses attributable

to home offices."

-more-

RALTO* 1a8 OI 114 ~ 11ft l mark which ff3y of yed ofli by
804l 111141 OlWaa1o,,a661 wtho a,. membe, Of V% NATIONAL ASSOCIATION Of AIALTO, SS
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FAMILY RENTAL TAX--add one

The Tax Reform Act of 1976 contained a number of provisions

designed to prevent taxpayers from deducting as business expenses

a number of costs that were in reality personal expenses. Among

these provisions were limitations on personal use by the taxpayer

of a rental property, offices in the home, and the use of vacation

homes.

"On August 7, 1980 the IRS issued proposed regulations with

a number of additional limitations which would not only impose an

erroneous interpretation of the 1976 law in the future," Thurm

said, "but the IRS proposed to make these regulations retroactive

to 1976 affecting taxpayers who were in good faith attempting to

comply with the law as passed by Congress."

Thurm explained that S.31 would not affect the legitimate

concerns addressed by the Congress in 1976, but at the same time

would prevent IRS from imposing a rule that would unreasonably

discriminate against a taxpayer's family.

Thurm expressed support for another provision in S.31 which

would prevent IRS from disallowing normal business deductions for

second businesses conducted in the home.

"If a taxpayer has the industry to operate a business out

of the home in addition to his or her primary income-producing

activity," he said, "the IRS should not disallow a home office

deduction because the office is the principal place of business

for the second business."

-more-
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FAMILY RENTAL TAX--add two

The National Association of Realtors also supports S.31's

clarification of rules concerning the maintenance and repair of

vacation homes, Thurm added.

S.31 would allow a property owner to claim normal business

expenses if he maintains or repairs rental property and is

accompanied by individuals who do not assist him in the work.

"The IRS attempt to force individuals accompanying the

owner to spend all of their time in repair and maintenance

activities, is clearly against the intent of the 1976 law," he

said.

The National Association of Realtors represents more than

700,000 individuals involved in all phases of the real estate

industry.

W-29
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Jared 0. Blum
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Testimony of Jared 0. Blum

Chief Legal Counsel and
Director of Government Relations

Direct Selling Association

2he Direct Selling Association representing over 125 companies who

market consumer products to be sold primarily in the home through

in-person sale, is concerned over recent efforts by the Internal

Revenue Service to preclude independent contractors who are engaged

in direct selling or other forms of private enterprise from utilizing

the in-home office deduction for secondary businesses.

Internal Revenue position on this issue, as stated in their proposed

regulation, issued on August 7, 1980 (45 Federal Register, 53399-407),

is that a taxpayer may have only one principal place of business regard-

les of the number of business activities in which he engages. SpecLfi-

cally, the IRS states that a home office in which a taxpayer engages in/
a business as a self-empldyed person would rarely qualify as a taxpayer's

princiLAl place of business if his primary source of income is wages

for services performed in another business on the employers premises.

Hence, the Revenue Service is discriminating against individuals who

engage in direct sales or other activities as supplementary source of

income, and has indicated that they would prohibit deductions for expenses

assocLated with maintaining an office in the home for these individuals.

The Direct Selling Association supports the provisions in S. 31 which

would make it clear to the IRS that Congress intended to make the in-home
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deduction available for any business of the taxpayer for which the

taxpayer qualifies under the other criteria in section 280A which

Includes:
/

(i) exclusive use of the office for the business of the

taxpayer;

(i) that such use is on a regular basis,

(iii) that such office is used as a taxpayer's principal place

of business.

It is the position of the Direct Selling Association that under the 1976

Tax Reform Act, Congress had the opportunity to make the specific

requirement that IRS now seeks to impose, and chose not to do so. Indeed,

a recent tax court decision (Curphey v. Comissioner, 73 P.C. 766, 1980)

Saffias the position of the Direct Selling Association by holding that

the in-home deduction is available irrespective of the number of businesses

in which the taxpayer participates as long as the taxpayer meets the stated

criteria under section 280.

2h position of the internal fnue Service is discriminatory, oiti-

mull business, and ISconsistext with the Legislative history, and the
0 /

Direct Selling Association urge the Congress to send a clear message

a rough the provisims in S. Si to the M1 to ensure that the uncertaf.nty

that nu *Xists the. applWLdblity at t in-w nation for

sapllan l busindk is rdkd.

BEST COPY AVAILABLE
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Good morning, Mr. Chairman. At the outset, i would like to thank the

Ambers of the committee for allowing the Direct Selling Association

the opportunity to present its views in support of S. 31, and to state

our particular support for the provisions of that legislation which

relate to the home office deduction issue.

The Direct Selling Association is a trade association representing 129

direct selling companies and 100 firms that supply goods or services

to direct selling companies. Direct selling is a method of distribution

by which products and services are marketed directly to consumers

through in-person sales transactions conducted primarily in the home.

Companies within the industry market a vast range of consumer products

and services: household cleaning products, cosmetics and other

personal care products, jewelry, cookware and other housewares, educational

material, home improvement products and services, food, vitamins, and

many other products. Though the major direct selling companies have

become almost household words, most cf the companies within the industry

.are quite small.

The characteristics of the individuals who engage in direct selling

are of great significance in this matter. According to a Lou Harris

study, in any given year about four million people engage in direct

selling in the United States. They live and work in every town and

city in the country. Eighty percent of the direct salespeople are

women, many of whom are also wives and working mothers, and almost
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all direct sellers are independent contractors, not employees, of the

companies for whom they sell. Substantial numbers of minorities, the

handicapped, and the elderly also participate in direct sales activities.

Because there are virtually no barriers or requirements for entry into

direct selling, and because direct salespeople need not spend a specific

number ot hours selling nor work at specific times of the day or week,

direct selling has wide appeal to those for whom an ordinary job is

not alone sufficient to meet family needs. In short, direct salespeople

are truly small businesspeople who, especially in today's economy, need

the supplemental income they earn through direct selling.

Most direct salespeople use their homes in connection with their

trade or business for a variety of purposes. The requirements of

section 280A of the Internal Revenue Code are such that many of

these people simply cannot deduct the expenses associated with these

uses (other than for storage purposes) of their residence in the conduct

of their trade or business. For example, section 280A(c)(1) precludes

additional deductions unless the portion of the residence is used

exclusively in connection with the trade or business. Many direct

salespeople are not in a position to set aside a portion of their home

for exclusive use in their business. Nevertheless, a good number of

direct salespeople can meet this exclusive use requirement. For them,

the opportunity to deduct the expenses associated with that use is,

given the relatively small income involved, quite important. Home

offices for direct salespersons, irrespective of whether direct selling
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is a primary or secondary source of income, can be an integral part

of their business for sales meetings, storage of merchandise, and other

activities. In short, not only is the deduction consistent with the

salesperson's status as an independent contractor, but it also helps

the salesperson compete effectively in the marketplace.

The Direct Selling Association is quite concerned that the position

taken by IRS through its proposed regulations effectively precludes

these individuals from claiming the business expense deduction allowed

under section 280(A)(c)(1) by disallowing deductions for in-home

offices for -businesses that are not the primary source of income to

the taxpayer. It is precisely because of this concern that we are

supporting the approach in S. 31, which would make it clear that Congress

intended the in-home office deduction to be used by a taxpayer for

deducting an in-home office use as the principal place of business

for any business of the taxpayer.

A-'brief discussion about that IRS proposed regulation would be appropriate.

Section 280A(c)(1)(A) of the Internal Revenue Code provides that a

taxpayer may deduct expenses allocable to a portion of a residence that

is used exclusively, on a regular basis, "as the taxpayer's principal

place of business." IRC § 280A(c)(1)(A). The proposed regulation states

that the taxpayer may have only one principal place of business, regard-

less of the number of business activities in which he or she engages.

Prop. Reg. § 1.280A-2(b)(2). Thus, the regulation requires that when

BEST COPY AVAILABLE
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a taxpayer engages in business activity at more than one location (for

example, a taxpayer employed outside the home who' also engages in

direct selling from the home), it is necessary to determine the

principal place of the taxpayer's overall business activity in light

of all "facts and circumstances." Id. Among the "facts and circm-

stances" specifically identified are the following:

(i) the production of the total income from business activities

attributable to each location;

(ii) the amount of time spent in business activities at each

location; and

(iii) the facilities available to the taxpayer at each location.

Id.

The proposed regulation further states that a home office in which

a taxpayer engages in a business as a self-employed person would rarely

qualify as the taxpayer's principal place of business if his or her

primary source of income is wages for services performed in another

business on the employer's premises. Id. Hence, this proposed regu-

lation effectively denies most direct salespeople who engage in direct

sales activity as a supplementary source of income deductions for the

legitimate business expenses (other than storage unit expenses

deductible under IRC § 280A(c)(2)) associated with maintaining their

business in the home.

this result is neither required by the specific language of section

280A. nor necessary to correct the abuses that led Congress to enact
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section 280A. Moreover, as noted in the preamble to proposed

regulations, the requirement that a taxpayer can have only one principal

place of business, even if he engages in more than one trade or business,

conflicts directly with the recent decision of the Tax Court in

"uph v. Commissioner, 73 T.C. 766 (1980), wherein the tax court stated:

"Principal place of business," as that term is employed
in section 280A(c)(1)(A), refers to the home as a specific
situs in which a business is carried on. We find no
indication either in the statute or in the legislative
history that a taxpayer cannot have more than one principal
place of business for purposes of section 280A(c)(i)(A),
if he engages in more than one trade or business.

73 T.C. 766, 776.

Congress was quite familiar with the abuses that had occurred with

respect to the deductibility of expenses associated with the use of

.the home for business purposes and it dealt with those abuses with

specificity. For example, it chose to deny deductions to those who

merely used a portion of a residence in connection with the production

or collection of income under section 212, rather than carrying on a

trade or business under section 162. It also chose to deny deductions

if the space within the home was not used "exclusively" and on a

*regular basis" for business purposes, thereby denying deductions to

those who combined business and personal use. Finally, it restricted

the ability of employees to claim deductions, requiring that the use be

for the convenience of the employer. Given these very detailed and

precise restrictions, it is erroneous for the Service to have concluded

that Congress intended, but failed to articulate clearly the intent?
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that the taxpayer could have only one principal place of business,

regardless whether engaged in more than one trade or business.

Furthermore, the legislative history offers no support for such

a proposition. Nowhere in any of the various committee reports

addressing section 280A or the floor debates accompanying passage of

the section is there any suggestion that Cngress contemplated that

a taxpayer could have only one principal place of business, notwith-

standing the existence of more than one trade or business. See H.R.

Rep. No. 94-658, 94th Cong., 1st Sess. 157-162 (1975); S. Rep. No.

94-938, 94th Cong., 2d Sess. 144-150 (1976); S. Rep. No. 94-1236,

94th Cong., 2d Sess. 435 (1976); 121 Cong. Rec. 38596-38700 (Dec. 4,

1975); 122 Cong. Rec. 22836-38 (July 20, 1976). The various

explanatory publications prepared by the staff of the Joint Committee

on Taxation are similarly silent on this point. See Staff of Joint

Com. on Taxation, General Explanation of the Tax Reform Act of 1976,

94th Cong., 2d Sess., 136-141 (1976)1 Staff of Joint Conm. on

Taxation, Summary of the Tax Reform Act of 1976, 94th Cong., 2d Sess.

23 (1976).

Not only is the proposed regulation not mandated by the statute,

it is not necessary to carry out the intent of Congress in enacting

the statute. Although Congress clearly intended to restrict severely

the deductibility of expenses attributable to the use of a residence

in connection with a trade or business, it did not seek to abolish
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all such deductions -- a rather simple course of action. Congress

sought to ensure that the taxpayer could not deduct as ordinary and

necessary business expenses the ordinarily nondeductible expenses

associated with maintaining a home, not to deprive the taxpayer of

otherwise legitimate deductions if the taxpayer incurred incremental

or additional costs as a result of a bona fide business, rather than

personal, use of the home. See H.R. Rep. No. 94-698, supra, at 1601

S. Rep. No. 94-938, supra, at 147.

This legitimate concern about abuse of deductions for business use

of the home is fully satisfied by the statutory requirements that

the space be used exclusively and on a regular basis for business

purposes, IRC § 280A(c) (1)1 that the business expense deductions not

.exceed the difference between the gross income attributable to the

business use of that space and deductions allocable to that space that

are allocable regardless of use, IRC § 280A(c)(5); that the taxpayer

be engaged in a trade or business, not just the production of income,

see IRC §§ 280A(c) (1) & (2); and that, if the taxpayer is an employee,

the business use must be for the convenience of the employer. IRC 9

280A(c)(l). If these requirements are rigorously applied, it is

difficult, indeed impossible, to perceive how the taxpayer -- even

one who is engaged in a business that represents a secondary source

of income -- can deduct normal living expenses under the guise of the

business expense deduction.

76-29 0-81-11



156

-8-

Certainly, during present economic conditions, personal initiative

to begin small enterprises should be encouraged by government policy,

not discouraged through ill considered regulations. The additional

regulatory requirement that the taxpayer use the residence as the

principal place of his or her principal trade or business does

nothing to prevent the abuses at which section 280A was directed that

is not already accomplished by the stringent statutory criteria. The

requirement imposes a significant hardship on the legitimate small

business person who, because of economic circumstances, is forced to

undertake the bona fide business of direct selling as a secondary source

of income.

CONCLUSION

.Congress enacted the storage use deduction set forth in section 280A

(c) (2) because it recognized that the exclusive use requirement would

preclude most direct sales people from qualifying for deductions under

section 280A(c)(l). Congress, however, did not prohibit, and the

Revenue Service cannot impose by regulation a requirement that prohibits

direct sales people from claiming legitimate business expense deductions

under section 280A(c)(1)(A) if they satisfy the exclusive use test.

The Direct Selling Association believes that passage of S. 31 would

send a clear message to the. IRS to end discriminatocy treatment of

direct sellers and others who use their homes as offices for secondary

or supplemental businesses. It is unfortunate that the Revenue Service
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consistently attempts to remove the underpinnings forsindependent

entrepreneurship in this country, be it through its attacks upon the

tax status of independent contractors (with which the subcommittee is

familiar),,or through its misconstruction of congressional intent in

the area of in-home office deductions. It is precisely because of

this approach by the Service however, that the clear statement which

is contained in S. 31 is necessary. DSA hopes that Congress will

quickly remove the cloud placed by the IRS on this issue for the

thousands of small business taxpayers who utilize home offices.

I will be glad to answer any questions you may have.

Jae
2/20/81
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WILLIAM C. PENICK OF ARTHUR ANDERSEN & CO.

CERTAIN PERSONAL, RENTAL AND BUSINESS USE
OF HOMES

SUMIARY OF COMMENTS

I. We are pleased that Congress is refocusing on this

troublesome area of the tax law.

II. While we agree with the original intent of Congress

to prevent abusive situations, we believe that existing

Section 280A creates limitations and hardships in

situations that are not abusive.

III. Use of a rental unit by a family member who pays a

fair rental for such use should not produce limitations

on deductions where the taxpayer does not individually

use that unit for personal purposes during a taxable

year.

IV. Where a taxpayer does not individually use a dwelling

unit for personal purposes at any time during a taxable

year, the rental at a fair price of his interest in*

the unit to another person having an interest in such

unit should not be considered personal use by the

taxpayer. Alternatively, the definition of "an interest

in such unit" should be changed to apply only to abusive

situations.
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V. Less restrictive rules should be provided for time-sharing

arrangements where it is clear that the taxpayer purchased

a unit as an investment without any intent to utilize it

for personal purposes.

VI. The exception from the definition of a dwelling unit

for property used exclusively as a hotel, motel, inn

or similar establishment should be clarified.

VII. Congress should provide more guidance to the Secretary

in determining days used for repairs and annual main-

tenance which would not be considered personal use.

VIII. In determining the exact number of days of personal

use (the 14 day or 10% test), the days of arrival and

departure should not both be counted.

2.23.81
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My name is William C. Penick, and I am Managing

Director for Tax Policy for Arthur Andersen & Co. We

welcome the opportunity to testify before this committee

today on the subject of certain personal, rental and

business use of homes.

Ours is an international accounting firm with

offices in major parts of the world. While we have many

clients who would be affected by these legislative proposals

that will be considered, we do not represent them in this

testimony, and the views expressed are those of the Firm

itself.

We have reviewed the amendments proposed in S. 31

to modify certain family rental and home business tax provi-

sions that are currently included in Section 280A of the

Internal Revenue Code. We Pre pleased that your committee

is refocusing its attention on this troublesome area of the

tax law. While we agree with the original intent of

Section 280A to eliminate certain abuses related to the

combination of personal, rental and business use of

dwelling units, we believe the current provisions in the

law go beyond the correction of these abuses. Our

comments today are addressed to the specific amendments
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proposed by S. 31 and to additional related areas that we

believe should be considered.

USE OF RESIDENCE BY FAMILY MEMBER

We concur with the emphasis of this amendment.

We agree that as a general rule rental of a dwelling unit

to a family member at a rate which, under the facts and

circumstances, is fair rental should not be considered an

area of abuse which should cause the limitation of deduc-

tions attributable to the unit. The language in the

proposed amendment, however, may result in situations which

this committee may believe are not appropriate.

Taxpayers who use a dwelling unit for personal

purposes during a year and rent that same unit to

family members and unrelated parties for fair rental may

derive certain benefits from this amendment that are unin-

tended. We have provided in Exhibit I an example of a

fact situation that could provide significantly different

tax results under existing law and the amendment under

S. 31. We believe that this different result may go

beyond what this committee would consider appropriate under

the circumstances.

-2-
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Under the facts in Exhibit I, and under present

law, the taxpayer would be deemed to be using the dwelling

unit as a residence, and could not deduct expenses related

to the rental of such dwelling unit except to the extent

the rental income exceeds the deductions allocable to such

rental which are allowable whether or not such unit is

rented. The change proposed in S. 31 would allow, under

the same facts, deductions attributable to the rental of

the dwelling unit whether or not the rental income exceeds

these otherwise allowable deductions. Thus, the taxpayer

might have an incentive to invite family members to use

the property so that the taxpayer could receive benefits

not otherwise available to him.

If the committee concludes that this would

create an area of potential abuse, it could revise the

definition of personal use to exclude rentals to family

members at a fair rental rate only where the taxpayer

does not use the dwelling unit for personal purposes.

Such a provision would allow taxpayers who own dwelling

units solely for rental and investment purposes to deduct

all those expenses normally associated with such a rental

operation. However, this provision would not allow tax-

payers to circumvent the specific limitations on their

own personal use of a residence by renting the unit to

family members.

-3
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USE OF RESIDENCE BY ANOTHER PERSON HAVING AN INTEREST IN

SUCH RESIDENCE

Under existing law, personal use of a residence

includes rental at a fair rental rate of a taxpayer's

interest in a dwelling unit to an unrelated person having

an interest in that unit. We believe that this definition

of personal use is too restrictive and should be changed.

In situations where a taxpayer does not individually use

a dwelling unit at any time during a taxable year for

personal purposes, the rental of his interest in that unit

at a fair rental to another person having an interest in

that unit is not an abuse situation.

This restriction on the rental of co-owned pro-

perty has broad implications to the housing industry. In

today's period of high interest rates and high prices for

single family residences, the existing provisions of

Section 280A have restricted the development of alternative

sources of financing to assist families who are attempting

to purchase a home for the first time. Many of these

families have difficulty in raising the required funds for

a down payment and in qualifying for a mortgage at current

inarest rates. As a result, the dream of home ownership

is not attainable for many families.

-4 -
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A financing device that has been developed to

assist these first-time homeowners is commonly referred

to as "shared equity." Under these arrangements, investors

and prospective homeowners each purchase a half interest

in a home. Typically, the person who will live in the

house has an option to purchase the investor pool's half

interest at a later date, and, in the meantime, makes

payments on his own mortgage and rents the pool's

interest at fair market value. The transaction might look

something like this:

May 1, 1981

June 1, 1981

June 15, 1981

ABC Investment offers an undivided

half interest in a $90,000 house for

immediate occupancy and an option to

purchase ABC's interest in 1986.

Sam Brown purchases the undivided

interest, giving a mortgage to XYZ

Savings and Loan, and also acquires

the option to purchase ABC's interest

in 1986.

Sam Brown and ABC settle on the

property, and enter into a lease so

that Sam leases ABC's half interest

at fair rental value.

- 5 - I
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May 1, 1986 The option to purchase matures. Sam

may either purchase ABC's half interest

at fair market value or they may agree

to sell the home, and each go his

separate way.

This has several advantages for the purchaser/

lessee. He may buy a house with a much smaller dornpayment,

and may more readily qualify for a mortgage. He has full

use and enjoyment of the home during the period, and has

also made an Investment in his future. His earning power

will typically increase over the period.

The investment pool as seller/lessor, on the

other hand, might not fare as well because of Section 280A

(d)(2)(A) which defines personal use as use of a dwelling

"for personal purposes by the taxpayer or any other person

who has an interest" in the unit. (Emphasis added.)

Once again, we understand that Congress intended

to curb abuses by narrowly defining personal use. In the

case of shared equity arrangements, however, the investment

pool, which has entered the arrangement with a pure profit

motive, is precluded from receiving the usual benefits

-6-
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associated with rental properties because it has rented

the property to someone who has an interest in it, even

though the transaction is at arm's length and at fair

market value and the investor pool never occupies the

property. In these days of difficulty for the housing

industry and for young homeowners, we suggest that the

restrictions on rental of co-owned property be eased in

these circumstances.

We recommend that the definition of personal use

be changed so that it does not include the rental of the

taxpayer's interest in a dwelling unit to any other person

having an interest in that unit, if that taxpayer does not

individually use that unit at any time during that taxable

year for personal purposes.

If this committee does not follow the above

recommendation with respect to rentals to others who have

an interest in a dwelling unit, we believe the definition

of "interest" in a unit should be further limited from

the definition under existing law. Both the General

Explanation of the Tax Reform Act of 1976 prepared by the

Staff of the Joint Committee on Taxation and the Proposed

Regulations previously issued under Section 280A provide

a very broad definition of an interest in a dwelling unit.

-7 -I
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This definition may be construed to include an option or

other contractual right to acquire the unit even if the

acquisition price is equal to the fair market value of the

dwelling unit at the date of acquisition and no part of

any rental payments can be applied toward the acquisition

price. This definition should be restricted to apply only

to abusive situations.

TIME-SHARING ARRANGEMENTS

In most time-sharing arrangements, the number of

owners of a particular dwelling unit can be as high as 20.

These owners are generally unrelated, and it is very common

for the identities of some or all of the other unit owners

to be unknown to a unit owner. It is also common for taxc-

payers to purchase a time-sharing unit as an investment

without any intent to utilize the unit for personal pur-

poses during his ownership period or any other time periQd.

The Proposed Regulations previously issued under

Section 280A provide, in part, that "each of the persons

with an interest in the unit subject to the time-sharing

arrangements shall be considered to have a continuing

interest in the unit regardless of the terms of the

interest under local law." Our interpretation of this is

- 8 -
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that, even in those circumstances where no actual use of

a time-sharing unit occurs by the taxpayer and the taxpayer

does not stay in the unit in which he has an interest at

any other time of the year, the limitations of Section 280A

would nevertheless apply if other time-sharing unit owners

violate the personal use limitations of Section 280A(d).

We believe it is improper to place on a taxpayer the respon-

sibility of monitoring the activities of other taxpayers,

the number of which may be as high as 20 or more, and

inequitable to apply the limitations of Section 280A to a

taxpayer for actions over which he has no control.

We are aware of the administrative burden on

the Internal Revenue Service in enforcing Section 280A in

the area of time-sharing arrangements and agree that the

rules in this area need to be restrictive. However, we

believe that an exception to the application of Section

280A should be made for a taxpayer where it is clear by

evidence that no personal use of a unit has occurred by

that taxpayer or any related party for the time period

owned by the taxpayer or any other period of time during

the year with respect to that specific unit.

- 9 -,
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CLARIFICATION OF SECTION 280A(f)(1)(B)

This section excludes from the definition of the

term "dwelling unit" any portion of the unit which is used

exclusively as a "hotel, motel, inn or similar establishment."

Considerable confusion exists among taxpayers and practi-

tioners as to whether or not this exception applies where

individual units within a complex are owned in fee simple

by individual taxpayers but the complex as a whole is

operated in a manner not unlike that of a hotel, motel,

etc. Many of these situations involve rental pools. Much

of the confusion centers around the phrase "used exclusive-

ly" within this exception. Some taxpayers believe that

"used exclusively" refers to the manner in which the

complex is operated. Others believe this is intended to

apply only in situations where there is no owner occupancy

whether or not the owner has to pay a fair rental for his

occupancy.

We believe the language in this exception should

be clarified by substituting the phrase "operated

exclusively" for "used exclusively." In addition, the

normal owner occupancy limitations of Section 280A should

not apply to the following situations:

- 10 1
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1. Resident Owner Engaged in Full-Time Trade or

Business

This concept would apply to hotel or motel

type arrangements where the operator/owner lives full

time on the premises of the complex and depends on the

rental income from the other units as his primary

source of income.

2. Absentee Owner Not Engaged in Full-Time Trade

or Business

More severe restrictions should apply to this

situation to prevent abuse. We suggest the following

tests that might be adopted.

a. A specified minimum number of units

(e.g., 50 or 100) under common operation as a

hotel or motel arrangement;

b. All owner occupancy must be for a fair

rental rate; and

c. No one owner could own, directly or

indirectly, more than the greater of one unit or

one percent of the total number of units operated

together under common management.

- 11 -
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REPAIR AND MAINTENANCE OF DWELLING UNIT

We concur with the amendment proposed in S. 31

setting a reasonable standard for defining a qualified

repair or maintenance day which would not be deemed to be a

day of personal use. Under existing law, Congress has

delegated authority to the Secretary to prescribe by regu-

lations circumstances under which the use of a dwelling

unit for repairs and annual maintenance will not constitute

personal use. However, in the regulations proposed under

Section 280A, the Secretary has gone beyond the intent of

Congress and developed a test which is harsh and burdensome

to the taxpayer without limiting it to abusive situations.

The test in S. 31 is reasonable and should prevent any

substantial abuse.

DETERMINATION OF NUMBER OF DAYS OF USE

Under proposed regulation (See. 1.280A-l(e)(5)),

both the day of arrival and the day of departure are

counted in making the personal use test under Sec. 280A(d)

(1) (e.g. the 14 day rule), even though neither day is a

full day of occupancy. For example, if the owner arrives

at his dwelling unit at 11:00 P.M. on February 10 (a

Tuesday) and leaves at 6:00 A.M. on February 23 (a Monday),

this is construed as a full 14 day period, even though for

all practical purposes the taxpayer has enjoyed the use of

the unit for only 12 days.

- 12 -
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This seems a narrow interpretation and we

suggest that the statute be clarified to provide that

the day of arrival will not be counted but the day of

departure will.

CONCLUSION

We believe the enactment of Section 280A in

1976 went beyond the intent of preventing abusive situa-

tions. It has created undue burdens and hardships on

taxpayers who have purchased dwelling units without any

intent to use such units for personal purposes. Section

280A should be amended to eliminate these undue burdens

and hardships without creating opportunities for abuse.

The Secretary has under proposed regulations construed

the application of Section 280A in the most restrictive

manner possible. Therefore, Congress should address

family rentals, time-sharing arrangements, rental pools

and the use of units for repairs and maintenance to

provide direction to the Secretary and to taxpayers

consistent with what Congress considers abusive situations.

Accordingly, the following changes to Section

280A are recommended:



174

I. If a taxpayer does not individually use a

dwelling unit for personal purposes at any time

during a taxable year, the rental of his interest in

such unit at a fair rental to a family member or to

any person having an interest in such unit should not

be considered personal use.

2. Personal use by another owner of an interest

in a time-sharing unit should not be attributed to a

taxpayer where it is clear that neither the taxpayer

nor any related party has had any personal use of that

unit for the time period owned by the taxpayer or any

other period of time during the year.

3. The exception to Section 280A for properties

"used exclusively as a hotel, motel, inn or similar

establishment" should be clarified and expanded to

include certain rental pool arrangements.

4. More specific guidance should be given to the

Secretary to determine a reasonable definition of a

qualified repair or annual maintenance day.

5. In determining exact days of use the days

of arrival and departure should not both be considered

as personal.

- 14 -
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We appreciate the opportunity to submit our views

on these matters, and we urge favorable action by Congress

on these recommendations.

- 15 -
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EXHIBIT I

EXAMPLE OF APPLICATION OF
RULES RELATED TO RENTAL OF

DWELLING UNITS TO FAMILY MEMBERS

FACTS

Taxpayer A owns a dwelling unit he operates
individually as a rental property. A's dwelling unit is

used during the taxable year as follows:

Days

Used by A for personal purposes 16

Rented to family member of A at fair rental 15

Rented to unrelated parties at fair rental 150

Total days used 181

Existing Law

Under existing law, A would be deemed to be using
the unit as a residence because his personal use (31 days)

exceeds both 14 days and 10 percent of the days rented to
unrelated parties at fair rental. Deductions attributable to

the rental period would be allowable only to the extent the

rental income exceeds the deductions allocable to the rental

period which are allowable whether or not the unit is rented.

Amendment Proposed by S. 31

Under the amendment proposed by the bill under

consideration by this committee A would not be considered

as using the dwelling unit as a residence (16 days personal

use vs. 165 days rental use) and deductions allocable to

the number of days the unit is actually rented would be

allowable without limitation.



177

STATEMENT ON S. 31

BEFORE THE

EE ON TAXATION AND DEBT

OF THE

SENATE FINANCE COMMITTEE

MANAGEMENT

February 23, 1981

2221 0irksen Senate Office Building

CITIZEN'S CHOICE, INC. * 1615 H Sreet N.W. W&kLWgb . D.C. 20062 (202) 659.5590

SUBCOMMITT

hm



178

SUMMARY

Citizen's Choice is a national grassroots taxpayers'
organization founded in 1977. It has 70,000 members nationwide.

Citizen's Choice supports S. 31 which would repeal the so-called
family rental/home business tax. It addresses two problems
which affect Citizen's Choice members, many of whom are
independent contractors: namely, the business use of homes and
the rental of residences to family members.

Citizen's Choice believes that home-based entrepreneurs who
operate part-time businesses should be allowed to deduct
business expenses for maintaining offices in their homes. The
imposition of proposed IRS regulations under section 280A of the
Internal Revenue Code would only serve to discourage such
entrepreneurship and penalize citizens for having more than one
business.

The organization also disagrees with the proposed ruling by the
Internal Revenue Service which would cause Individuals who rent
homes to family members to pay higher taxes than if they rent to
non-family members. Although the IRS argues that the 1976 Tax
Reform Act empowered them to Issue the regulations, Citizen's
Choice disagrees.

Citizen's Choice supports enactment of S. 31 because it would
remove any hint in the U. S. Tax Code that renting to family
members automatically carries a higher tax bill.

Citizen's Choice feels that these proposed regulations under
section 280A presuppose that the American taxpayer Is attempting
to take advantage of the tax system and therefore pay less than
a fair share of taxes. The organization calls the committee's
attention to the fact that the American people have maintained a
superior record of voluntary contributions to the U. S. Treasury
and that citizen confidence in the system must not be eroded.

CITIZEN*S CHOICE, INC. e 1615 H Siren N. W. e WZaI . D.C. 2062 s (202) 659-5590
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Mr. Chairman, I am Thomas 0. Bell, Jr., Executive Vice

President of Citizen's Choice, a national grassroots taxpayers'

organization founded in 1977. Citizen's Choice has 70,000 members

nationwide.

I am pleased to have this opportunity to appear before the

Subcommittee on Taxation and Debt Management to comment on S. 31

which would repeal the so-called family rental/home business tax.

Citizen's Choice is interested in S. 31 because it addresses two

specific problems which affect our members, many of whom are

independent contractors: namely, the business use of homes and the

rental of residences to family members.

The family rental/home business tax stems from provisions

Included In the 1976 Tax Reform Act and the subsequent

interpretation of those provisions by proposed IRS rules under

section 280 of the Internal Revenue Code. These proposed

regulations were published in the Federal Register on August 7, 1980

-at page 52399.

Citizen's Choice is particularly concerned with the

regulations which set forth rules for determining the deductibility

of expenses in connection with the business use of a dwelling unit

used by the taxpayer for personal purposes during the year.

CITIZEN'S CHOICE, INC. a 1615 H Sweet N. W. e Wkshiqrot, D.C. 20062 * (Z2 69-5590
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The proposed regulations require that a home office be not only the

principal place of the taxpayer's business, but the principal place

of the taxpayer's "overall business activities" before a deduction

is allowed. Under the proposed IRS regulations, a homeowner who

operates a legitimate part-time or secondary business from his or

her home will no longer be able to deduct business-related expenses

for that office,

Citizen's Choice believes that home-besed entrepreneurs who

operate part-time businesses should be allowed to deduct business

expenses for maintaining offices in their homes. The imposition of

these proposed regulations would only serve to discourage such

entrepreneurship. Why should the government penalize citizens for

having more than one business?

Those who argue in favor of the proposed IRS regulations

contend that the 1976 Tax Reform Act empowered the IRS to Issue the

regulations. Citizen's Choice disagrees. We believe that the

proposed regulations place more severe limits on the deduction of

expenses resulting from the business use of a home than was ever

intended by Congress.
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When Congress adopted section 280A (c)(1)(A) in 1976, it was

concerned with the lack of specific rules governing the deductions

of expenses for maintaining an office In the taxpayer's home. Both

the House and Senate Committee reports on the Tax Reform Act of 1976

Indicate that Congress wanted to replace the subjective standard

developed by several courts which permitted deductions where a home

office was "appropriate and helpful' to the taxpayer's business. In

addition, both reports Indicate that the committees feared that

"expenses otherwise considered nondeductible personal, living, and

family expenses might be converted into deductible business expense

simply because, under the facts of a particular case, It was

appropriate and helpful to perform some portion of the taxpayer's

business in his personal residence."

he explanation of the provisions contained in the House and

Senate Committee reports also stress that the provision was intended

to prevent the deductions of personal and family expenses. They

discuss the fact that under section 280A, the home office must be

used exclusively for the business, that it must be used on a regular

basis* and that it must be used In a trade or business, not merely

for income producing activities.

The explanations neither discuss nor provide examples of how

a taxpayer with two or more businesses is to be treated.
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Citizen's Choice believes that the use of a home office to

conduct a second or third business is no more likely to result in

the taxpayer deducting personal or family expenses than the use of a

home office to conduct a single business; Nor does Citizen's Choice

believe that adoption of the IRS position In the final regulations

would help produce the objective standards Congress sought, but

Instead would result In requiring an additional subjective

decision* A taxpayer with several businesses, some of which are run

from a home office and others from a second location, would be

forced to prove annually that the home constituted the principal

business location of the overall business activities. And If the

taxpayer's income from the various businesses fluctuated annually,

the principal site of the overall business activities, and thus the

right to deduct the home office expenses, might vary from year to

year.

Citizen's Choice is deeply concerned with this

Interpretation. As I have noted, many of our members are

independent contractors. They are entrepreneurs who set their own

goals, hours and methods of operation and their earnings are based

on their own hard work. Independent contracting Is an important

part of the economy. It offers jobs to people who choose not to

accept full-time employment and it offers other individuals a

supplementarty income. In addition, it offers economic independence
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to those citizens who are willing to work hard.

We opppose the proposed IRS regulations under 280A of the
Internal Revenue Service Code because they are an attempt by

government to Jeopardize our economic freedom.

Citizen's Choice does not believe this was the Intent of

Congress in the Tax Reform Act of 1976. We feel it Is unfortunate

that the IRS has chosen to Interpret the "principal place of

business* test to mean that If you hold a full time job and run

another business from your home* you lose some of your business

deductions for the second business.

Citizen's Choice supports adoption of S. 31. Enactment of

S. 31 would make it clear that a deduction would be available

without unwarranted limitations for expenses related to the use of a

portion of a home for the operation of a business.

The bill also provides that the principal place of business

test is met for any business as long as that business Is primarily

run from the home.
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mr. Chairman, I also wish to comment briefly on the matter of

family home rentals. Citizen's Choice members have been concerned

with the proposed ruling by the Internal Revenue Service which would

cause individuals who rent homes to family members to pay higher

taxes if they rent to non-family members'

Once again, this tax stems from provisions included In the

1976 Tax Reform Act, and as those provisions were subsequently

interpreted by proposed IRS rules. As in the case of the business

use of homes, the IRS argues that the 1976 Tax Reform Act empowered

them to issue the regulations, Once again, Citizen's Choice

disagrees*

In 1976, Congress intended to put a limitation on the

availablity of business deductions relating to vacation homes which

taxpayers used themselves for substantial periods. "Personal use"

was broadly defined to Include use by a sister, brother, spouse,

grandparent, child, or grandchild. The rule has been interpreted by

the Internal Revenue Service to apply to any dwelling unit,

including houses, apartments, condominiums, mobile homes and boats,

as well as to vacation homes. This presents a problem to an

Individual who rents any residence to a family member.
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Citizen's Choice supports enactment of S. 31 because it would

remove any hint In the U. S. Tax Code that renting to family members

automatically carries a higher tax bill. It would remove language

from the section of the Internal Revenue Service Code which could be

Interpreted by the IRS to allow discrimination against renting to

family members. If a dwelling Is rented at market rates, a taxpayer

would receive the same treatment regardless of his or her

relationship with the tenant.

Mr. Chairman, Citizen's Choice believes one of the

fundamental questions In the consideration of S. 31 is the basic

right of the Individual In our society. The interpretations of the

Tax Reform Act of 1976 by the IRS which I have outlined cause one to

wonder. just who is in charge: Congress or the IRS?

This IRS Interpretation presupposes the American taxpayer is

guilty of puposeful avoidance of paying legitimate taxes. Citizen's

Choice urges the Committee to consider that the American people have

maintained a superior record of voluntary contributions to the

United States Treasury. It Is clear to us, however, that taxpayer

frustrations with inconsistencies in existing law and questionable

IRS practices threaten to undermine the willingness of citizens to

comply with IRS regulations. These new quirks in IRS rules have

already caused public outrage and can only serve to exacerbate

citizen frustration with the system.
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Mr. Chairman, confidence must be restored in the federal

tax-collecting system. S. 31 is designed to be limited to a clerer

statement of congressional intent. It is not designed to force

limitations on IRS rulemaking authority'

Citizen's Choice supports the early enactment of S. 31.
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Summary of testimony to be given by Charles E. Olson, NEA Legislative
Specialist.

Teachers, along with other taxpayers, have been denied a tax

deduction for that portion of their residence which is regularly and

exclusively used to transact business at the direction of, or for the

convenience of, their employer if the taxpayer has another "principal

place of business." NEA recommends that S. 31 be amended to allow

teachers to exercise the same tax rights that it will provide for other

business and professional taxpayers.

Many teachers are required to meet parents and students, prepare

and evaluate educational activities, and supervise and coordinate extra-

curricular activities within their homes. These teachers dedicate a

portion of their homes for exclusive and regular use on school business.

Most of the activities accomplished in the teacher's residence are

performed at the direction, or for the convenience, of their employer,

since many buildings are closed shortly after school is dismissed because

school systems are concerned about teacher safety as well as fuel'consumption.

Often teachers are directed to vacate school rooms at a certain hour--

usually an hour after students leave the building.

lEA urges the Committee to include the phrase "students and/or their

parents" in IRS 280A(c)(1)(B). This will eliminate any question as to

whether teachers meet the fundamental test in section 280A.

The issue is one of equity, not preference. To exclude teachers, by

design or oversight, will discriminate against one class of American

taxpayers. If these changes are made, 8. 31 will have NEA's strong and

active support.

75429 0-81-13
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Mr. Chairman, I am Charles E. Olson, Legislative Specialist for the

National Education Association. On behalf of our 1.8 million members,

I am very happy to have an opportunity to testify before the Subcommittee

on S. 31. KEA commends the sponsors' intent to make application of the

tax code more equitable. However, we would like to make a few observations

and suggestions to the Committee which we feel will make the bill appli-

cable to teachers as well as to other taxpayers.

Attached to this statement is a copy of the NEA response to the

regulations IRS proposed last year. I request that this be made a part

of the record.

S. 31 will help those teachers who use their homes as the principal

place of business for second income or summer work. Teachers, like many

other citizens, are often forced to moonlight to make ends meet. S. 31

would allow these teachers--who are taxpayers, too--to deduct that portion

of their residence which is used for the exclusive and regular purpose of

storage of inventory, meeting clients, or managing their independent

business.

As important as that needed correction in the tax law is, we urge you

to go further. Teachers in every school district in America are concedred

that IRS forbids a deduction of a home office even though they use office

space at the direction or for the convenience of their employer. The

8,000 delegates to the 1980 NEA Representative Assembly adopted the

following policy statement on the issue.
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Tax Deductions for Teacher Home Office Expense

The NSA shall seek changes in federal
legislation to amend existing tax laws
that presently deny teachers deductions
for office and attendant expenses in
the home. Such. office and expenses
shall be specifically permitted as
deductions upon enactment of new
legislation.

Dbny school systems encourage or require teachers to leave school

buildings shortly after school is dismissed because the district wishes

to conserve fuel and/or school buildings are considered unsafe after hours.

This means that many teachers are forced to meet students and parents as

vel as prepare and evaluate educational activities in their homes. However,

even thouGh teachers$ home offices are required by school districts or are

convenient for the employer, tax laws and IRS rules do not allow teachers

a tax deduction for the use of their homes for their business-fulfilling

their educational responsibilities.

The Education for All Undicapped Children Act of 19T5 (PL. 94-142)

requires that Individual Educational Programs ((rEs) be prepared for

vany handicapped students. These EPs require teachers and school counselors

to work with local health officials, parents, and other persons who will

supplement the educational program of the handicapped youngster. Since

school buildings are often not available during the hours needed for

consultation, teachers must meet their clients and other professionals in

their homes. Most teachers understand that the activity is their professional

responsibility but they don't understand why lavs and/or rules prohibit them

frs laiming a tax deduction for the office space used for their required

&tivities on a regular . exclusive, and continuing basis.

Teachers are also required to sponsor extracurricular activities. Many

times either school facilities are unavailable or it is not convenient
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for the school system for these activities to be planned and carried out in

the teacher's home, especially if the activity is a club meeting of a

relatively small group of students. Again, teachers accept this an a

part of their teaching duties but IRS and tax lavs preclude any deduction

of regularly used home facilities.

It might be useful for the record to illustrate what is required of

teachers and why they must use their homes as a principal place of business.

As you might expect, I do not view this issue clinically since I taught

for ten years and used my home for school activities.

I have a good friend who teaches Enalish to 160 inner city high school

juniors. He is a teacher dedicated to helping his students learn to read

and write. He teaches five classes each day, each with its own separate

preparation since the students are "ability grouped." Each pupil is

required to write a two page theme each week plus four or five book reports

each semester. This means that in addition to 25 preparations he has over

320 pages of composition to -valuate each week.

Each teacher Is accorded a 50 minute planning period. Most teachers

use it productively, as does my friend. However. he spends three to four

hours five nights a week working at home because the school building closes

at 4:30 p.m. School officials are concerned about fuel ensts so the heat is

turned off at I:00 p.m. Teachers are specifically "requested" to leave the

building by 4:30 p.m. because the schooldistrict doesn't want to be responsible

for teacher safety after that time.

I friend cannot claim a deduction for the room used exclusively and

regularly to conduct his school business even though his activities at

home are "for the convenience of his employers
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IA strongly recommends that 5. 31 be amended to add "students and/or

their parents" to the list of persons who qualify a taxpayer under section

280 A(c)(1)(B) of the Internal Revenue Code. That section states that a

deduction is available to taxpayers who use a portion of their home

exclusively and regularly to meet "patients, clients, or customers." If

S. 31 is enacted into law, it will significantly increase the number of

taxpayers who qualify for a home office tax deduction. As the law currently

stands, teachers probably will have a hard time satisfying the IRS that

students and/or their parents fall within the definition of patient, client,

or customer as set forth in section 280 A(c)(1)(B), even though one may

construe students or their parents to be clients of the teacher. The

amendment we propose will allow teachers to be treated equally with doctors,

lawyers, health care practitioners, and other business and professional

persons.

The issue is one of equity, not preference. Teachers are taxpayers

who expect fair treatment by the federal tax code. They Expect to be

able to deduct an office if it is used exclusively and regularly at the.

direction of or for the convenience of their employers. To exclude

teachers from this deduction discriminates against one class of American

-taxpayers. If these changes are made, 6.31 will have NrA's active support.
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Commissioner of Internal RevenueCCiLRtT (LR-261-76)

Washington, D.C. 20224

Res Proposed Treas. Reg. Sl.280A-2
(August 7, 1980)

Dear Sir:

The National Education Association ("NEA"), is an em-
ployee organization of approximately 1.8 million teachers
employed in schools, colleges and universities throughout
the United States. NEA respectfully submits the following
comments regarding the proposed regulations and requests
an opportunity to present comments orally at a public hear-
ing regarding these proposed regulations.

1. Deductions for Business Use of Home -
Prop. Reg. 51.280A-2 Generally.

Section 162(a) of the Internal Revenue Code allowA
deductions for ordinary and necessary expenses paid or in-
curred in carrying on any trade or business. Section 262 of
the Code provides that no deduction shall be allowed for per-
sonal, living, or family expenses, except as otherwise pro-
vided. The expenses of maintainitig a household are defined
by Reg. Sl.262-1 as personal, and therefore nondeductible,
.expenses. Section 280A generally disallows deductions for
expenses incurred with respect to the business use of a tax-
payer's residence, with certain exceptions.

The three exceptions pertinent to the following
comments are set forth in section 280A(e)(1), which allows
a deduction for an item of expense which is allocable to a
portion of the dwelling unit which is exclusively used on a
regular basis: (A) as the taxpayer's principal place of
business; (B) as a place of business which is used by
patients, clients, or customers in meeting or dealing with
the taxpayer in the normal course of his trade or business;
or (C) in the case of a separate structure which is not

BEST COPY AVAILABLE
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attached to the dwelling unit,.in connection with the tax-
payer's trade or business.

The legislative purpose of section 280A was, in part,
to provide definitive rules concerning deductions for expenses
relating to business use of a taxpayer's residence in order
to prevent deductions of expenses which are primarily personal
in nature.

2. Principal Place of Business Exception.

The statute provides an exception for expenses allo-
cable to the business use of a portion of a taxpayer's home
which serves as his "principal place of business." As stated
in the Preamble to the proposed regulations under section 280A
of the Code, the proposed regulations do not follow the posi-
tion of the Tax Court evidenced in Edwin R. Curphey v. Comr.,
73 T.C. No. 61 (February 4, 1980). Rather, Prop. Reg. T--.70A-2
(b)(2) states that a taxpayer may have oply one principal place
of business for purposes of section 280A.

The Internal Revenue Service's interpretation of sec-
tion 280A(c) (1) (A) is excessively restrictive and is not sup-
ported by the legislative history of section 2$0A. The legis-
lative purpose of enacting section 280A was to prevent tax-
payers from deducting expenses which are either essentially
personal in nature or only marginally related to income pro-
ducing activities. The statute does not deny deductions for
ordinary and necessary expenses incurred in connection with
the conduct of activity which may legitimately be characterized
as a trade or business. A "principal place of business" is not
the same as a "principal business." There is nothing in the
legislative history which compels the Internal Revenue Service
to adopt this unnecessarily broad interpretation of the statu-

"tory language.
A rule which limits a taxpayer to a single trade or

business for purposes of section 280A fundamentally discri-
minates against persons engaged in seasonal or part time work.
A seasonal worker may have one trade or business during one
part bf the year and a seasonal trade or business at other
times. Similarly, when the earnings from one business or em-
ployment are hot adequate to support a taxpayer's family, the
taxpayer may seek a secondary source of income by engaging in
a genuine trade or business on a part time basis.

BEST COPYAVAILABLE
, ,,'
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Teachers are often in these circumstances. Because
the normal school year is ten months, teachers frequently
undertake substantial, independent business activities in
the summer months. These activities may be the taxpayer's
principal trade or business during that period of time.
Also, because of the relatively low compensation paid to
teachers, they often are impelled to work after school hours
to make ends meet. These after-school activities may qualify
as a trade or-business.

In these circumstances, the proposed regulations will
operate in a discriminatory fashion. Consider two taxpayers#
each engaged in the same trade or business and each of whom
uses his or her home for business purposes to the same extent.
For example, both are part time sales people who store their
inventory and keep their records in a room at home used ex-
clusively for that purpose. Under the proposed regulations,
however, one taxpayer will be entitled to a deduction for the
business.use of the home because he or she is not employed or
engaged in a trade or business elsewhere. The other taxpayer,
however, will be denied the same deduction because his or her
primary employment is teaching school.

There is no mandate in section 280A requiring this
result. The "principal business" rule is not germane to the
purposes of section 280A -- which is-to assure that the busi-
ness use of the home is genuinely essential, not merely help-
ful or appropriate, to the conduct of the enterprise. The'
business use of a home may be essential to the enterprise and
therefore the expenses of its operation should be deductible,
regardless of whether the business in question is the tax-
payer's primary or secondary source of income.

Accordingly, Prop. Reg. S1.280A-2(b)(2) should be
modified to recognize that taxpayers often have more than
one trade or business. As long as the home office is the
'principal place" from, which a trade or business is conducted,
deduction of office expenses should be allowed under section
280A.

3. Use of Residence as a Meeting Place.

Section 280A(c)(1) (B) provides an exception for busi-
ness expenses incurred which are allocable to a portion of a
dwelling unit used exclusively and regularly as a place of
business in which patients, clients, or customers meet or deal
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with the taxpayer in the normal course of the taxpayer'ss
business. Prop. Reg. S1.280A-2(c) states that this ex-
ception applies only if use of the residence as a meeting
place is substantial and integral to the conduct of the
taxpayer's business. This exception does not require that
the taxpayer's home office constitute his principal place
of business, but requires merely that it serve as a place
of business.

The statutory exception lists three groups of
persons with whom the taxpayer can meet in his home:
patients, clients and customers. The legislatLve history
does not indicate that the groups listed in this exception
should be read narrowly. In light of the fact that each
group is part of a professional relationship with the tax-
payer, the section 280A proposed regulations should expressly
provide that the groups listed in the exception are. illustra-
tive, not exhaustive. Students who come to the teacher's
home for tutoring, for example, bear a similar, if not identi-
oal, relationship to their teacher/tutor as clients bear to
their lawyers, or patients to their doctors. Consequently,
teachers, who open their homes for tutoring students and who
otherwise meet the requirements of section 280A should be per-
mitted to deduct expenses allocable to the portion of their
homes devoted exclusively to and used regularly as a place
for. meeting students.

- Respec ful y sub tted,

Kau Wce Jose h
Staff Counsel
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Senator PACKWOOD. Fortunately, the same test of brevity is not
appHled to our speeches.

Thank you very much, gentlemen.
Lastly, we will hear t&timony on S. 452, a bill introduced by

Senator Boren.
We have as witnesses Mr. Barry Roth, Director of Government

affairs for the Williams Cos., and Larry Fox, counsel, I assume.
On this bill, gentlemen, you do not want to oversell your case to

this committee. As you are aware, we passed this last year and
Treasury did not object it. At least the last Treasury had no objec-
tion to it. Mr. Fox, maybe you know what the position of the
present Treasury is. I do not know. However, certainly this com-
mittee lcks with favor upon this bill.

Please proceed;

STATEMENT OF BARRY N. ROTH, DIRECTOR -OF GOVERNMENT
AFFAIRS, THE WILLIAMS COS., ACCOMPANIED BY H. LAW.
RENCE FOX, COUNSEL, DAWSON, RIDDELL, FOX, HOLROYD &
WILSON
Mr. Rom. Thank you, Mr. Chairman.
My name is Barry Roth. I am director of Government affairs for

the Williams Cos. With me, as you noted, is Larry Fox.
I am testifying on behalf of S. 452, a noncontroversial bill amend-

ing section 1246(aX2) of the Internal Revenue Code to exclude from
section 1246 treatment earnings and profits generated by a corpo-
rate taxpayer prior to its becoming a foreign investment company.

This technical amendment was o riinally drafted in 1980 with
participation with the, staffs of the joint committee and Treasury.
Both have expressed their belief in the past that the amendment is
appropriate and noncontroversial.

Daniel Hal ei, then Deputy Assistant Secretary of the Treas-
ury for Tax Policy, testified that the Treasury is not opposed to
this amendment on April 25, 1980, before this subcommittee and on
September 18, 1980, before the House Ways and Means Select
Revenue Measures Subcommittee.

Section 1246 of the Code was originally enacted in 1962 to pre-
vent certain tax avoidance arrangements involving mutual funds
by treating the gain from the sale or exchange of stock orliquida-
tion of a foren investment company as ordinary income. Congress
apparently did not consider the impact of section 1246 on earnings
generated while a company was an operating company and. there-
fore not a foreign investment company. We may now be faced with
the unintended effects of this oversight.

Williams Bros. Overseas Co., Ltd., a 100-percent-owned Canadian
subsidiary of Williams, was formed in the early 1950's and operated
an international pipeline construction business until December 31,

.1975, when it sold all of its operating assets. Except for the years
1964 through 1966, WBOCL qualified as a less-developed country
corporation under section 1248(dX8), whereby its earnings on repa-
triation would be taxed at the capital gains rate.

Since January 1, 1976, WBOCL has conducted no active business
and its earnings-passive income from such things as time depos-
its--since that date have been subject to U.S. taxes, and taxes have
been paid on those earnings at ordinary rates. Williams now de-
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sires to liquidate WBOCL and utilize itd assets in 'its U.S. oper-
ations. t

Because WBOCL was # les-developed country corporation during
most of the years before January 1, 1976, had it been liqudated
prior to that date its earnings and profits for those years would
have been repatriatedat capital gains rates. Even though WBOCL
Is no longer an operating company or a less-developed country
corporation, section 1248(d)(8) would still perit capital gain treat.
ment of the less-developed country corporation earnings upon thelieqidation today.-iweve without the passage of S. 452, the same earnings and

profits can be repatriated only at the risk that procedurally section
1246 would still apply and exclude earnings of a less-developed
country corporation. Equitably amended section 1246 would
exempt from ordinary income treatment WBOCL's earning as a
less-developed country corporation. This would accord with the
purpose of section 1246 and recognize WBOCL's reliance upon that
section in generating revenues in less-developed countries.

The exclusion contained in S. 452 is consistent with sound tax
Policy in that it redresses an inadvertent omission by Congress in
1962. Its passage would prevent retroactive taxation at ordinary
rates under section 1246 of WBOCL's earnings that are entitled to
capital -gains treatment under section 1248(dX8). 1It would also
permit the repatriation for use in the United States of earnings
that it might not be prudent for us to repatriate otherwise.

Finally, since, as you pointed out, the substance of S. 452 has
previously been unanimously approved by the Senate Committee
on Finance, and was not pas ed by the 96th Congress solely due to
a lack of time, we would hope that its passage would be expedited
this year.

Thank you for this opportunity to testify again before you.
Senator PACKWOOD. Larry?
Mr. Fox. We have not heard from Treasury at this point. They

simply have been understaffed and have not been able to look at
anything like our proposal. However, we do not see that they
would object to it.

Senator PACKWOOD. I don't recall an iota of objection last year
from anybody. Was there any objection?

Mr.PRoru No.,
Mr. Fox. No.
The prepared statement of Mr. Roth follows:]

.. ...

'. .' . - '
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Introduction

1. S. 452 introduced by Senators Boren (Oklahoma) and
leins (Pennsylvania) amenda section 1246(a)(2) of the Internal
Revenue Code to exclude from section .1246 treatment earnings
and profits generated by a corporate taxpayer while not a for-
eign investment'company.

2. Passage will preclude the inequitable and unintended
conversion of long term capital gains tc ordinary Income
treatment under section 1246 upon the sale or liquidation of
certain stock.

3. Specifically# the amendment recognizes the fact that
earnings subject to section 1248(d)(3) should not also be sub-
ject to section 1246.

4 H.R. 6442, an Identical Bill introduced in the 96th
Congress, wan drafted in participation wLth -the Staffs of the
Joint Committee and Treasury. Both expressed the view that
passage yould be appropriately and accordingly, it isnoncontro-
versial.'o 8.2367, an identical Mill, was unanimously reported
by the SenIte Finance Committee during 1980 as section 3 of
l.R. 6806. Congress adjourned without H.R. 6806 coming up for
a vote In either the House or the Senate, but that fact was due
to lack of time and was unrelated to the provisions of this
amendment.

Background

Section 1246

Section 1246 vas enacted in 1962 to prevent certain

1 Daniel 1. Helper in, Deputy Assistant Secretary
of the Treasury for Tax Policyt testified that the
Treasury is not opposed to this amendment on April 25,
1980 before the Senate Finance Subcommittee on
Taxation and Debt Management Generally and on September 18,
1980 before the Nouse Ways and Means Select Revenue
Measures Subcommittee on Taxation.

2 Hearings were held before the House Ways and Means
Subcommittee on Select Revenue Measures on September 16, 1980
and the Senate Finance Subcommittee on Taxation and Debt
Management Generally on April 25, 1980.

Page 2
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tax avoidance arrangements. it addresses transactions that

were being employed by certain mutual fund companies which held

only passive investments in foreign countries. The section

prevents tax avoidance by treating as ordinary income any gain

from the sale or exchange of stock in, or liquidation of# a

foreign investment company.

As mutual funds do not conduct active businesses#

Congress apparently did not consider the potential impact of

section 1246 on earnings generated while a company was an

operating company and not a foreign Investment company. The

Williams Companies ('WilliamsO) 3 now may be faced with the

unintended effects of the inadvertent failure to correlate sec-

tion 1246 with other Code sections, in particular, section

1248.

Section 1248

Section 1240 was enacted to prevent tax avoidance by

companies controlling foreign corporations which engage in

business abroad. In general, it provides for dividend

treatment of gain realized upon the sale or exchange of stock,

or liquidation, of such a controlled foreign corporation.

However, section 1248(d)(3) mandates that income from gain

3 Williams is a diversified corporation with its principal
subsidiaries primarily engaged in the chemical fertilizer,
energy and metals businesses.

Page 3
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attributable to earnings and profits of a Oless developed

country corporation' (even if it is a controlled foreign cor-

poration) between December 31, 1962 and January 1, 1976, is

taxable at capital gain rates. This exception was added to

section 1248 in 1962 to encourage U.S. business activity in

less developed countries.

Williams Brothers Overseas

CQMany, Limited

Williams Brothers Overseas Company, Limited

("WBOCL*)# a 100-owned Cana*-ian subsidiary of Williams, was

formed in the early 1950's and operated an international

pipeline construction business until December 31, 1975, when it

sold all its operating assets. except for the years 1964

through' 1966, WBOCL qualified as a less developed country cor-

poration under section 1246(d)(3), for all years in which sec-

tion 1248 provided the less developed country corporation

exception.

As of January 1, 1976, W5OCL conducted no active

business and had assets consisting primarily of a portfolio of

foreign equity securities, notes from the purchaser of its

pipeline construction business, and certain cash deposits. By

the summer of 1976, WBOCL had disposed of most of its equity

securities. its assets'now consist, essentially, of interest

bearing Eurodollar time deposits, notes securing payment of the

Page 4
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purchase price of its business and notes of affiliated foreign

companies of Williams.

Liquidation of W OCL

Reasons for Williams To tiquidate WOCL

WBOCL is no longer in the pipeline construction busi-

neas or any other operating business. As Williams and its sub-

sidlacies have a continuing need for substantial capital for

their United States operations, Williams desires to liquidate

WBOCL so that its funds can be used domestically. Williams

does not contemplate liquidating WSOCL if section 1246 would

apply to the earnings.

Tax Aspects -- Section 1248

Under section 1248, the amount received by a share-

holder upon the liquidation of a controlled foreign corporation

is treated as a dividend to the extent of the shareholder's

share of the earnings and profits of the corporation ac-

cumulated after 1962. This imposes a U.S. income tax upon

repatriation of a foreign subsidiary's income previously untax-

ed by the United States. However, section 1248(d)(3) provides

in general that earnings and profits of a less developed

country corporation accumulated during taxable years' beginning

before January 1, 1976 are to be excluded from the corpora-

tion's earnings and profits for purposes of computing dividends

under section 1248.4 Thus, the earnings and profits of a

4 Section 1248(d)(3) was amended by the Tax Reform Act of

Page 5
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foreign subsidiary attributable to its operation as a less

developed country corporation receive capital gain, not divi-

dend, treatment upon repatriation.

for the years before January 1, 1976 (excluding 1964

through 1966), WBOCL was a less developed country corporation,

and, upon a liquidation during that time# its earnings and

profits for those years would have been taxed at a capital gain

rate upon repatriation. Even though WBOCL is no longer a less

developed country corporation, section 1248 would peraLt

capital gain treatment of the less developed country-corpora-

tion earnings upon a liquidation today. But if section 1246

were to apply, the same earnings and profits could be repat-

riated only at the cost of treating the earnings and profits as

ordinary income.

Tax Aspects -- Section 1246

Section 1246 provides that the gain on the sale or

exchange of stock in a foreign investment company will be

treated as ordinary income to the extent of a shareholder's

ratable share of the accumulated earnings and profits of the

company for taxable years beginning after December 31, 1962.

Footnote Continued from Previous Page
1976, P.L. 94-455, to provide that the less developed country
corporation exception would not apply to earnings and profits
of years beginning after December 31, 1975.

Page 6
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The ordinary income treatment of section 1246 applies to any

gain attributable to post-1962 earnings and profits upon the

sale or exchange of stock of a corporation that at In tin

after December 31t 1962 was a foreign investment company within

the meaning of section 1246(b). Because the definition of a

foreign investment company, for purposes of section 1246, is

unclear, it is possible that WBOCL technically falls within the

definition for the years following the sale of its pipeline

construction business in 1975. Unlike section 1248, section

1246 does not provide an exception from ordinary income

treatment for the earnings and profits of a less developed

country corporation.

Tax Asorcts -- Result

If at any time prior to its liquidation WBOCL were

treated as a foreign investment company, Williams might recog-

nize ordinary income upon the liquidation to the extent of all

the accumulated earnings and profits of WBOCL -- even its less

developed country corporation earnings and profits -- for all

taxable years beginning after December 31, 1962. In other

words, the earnings that qualified for capital gain treatment

under section 1248(d)(3) as of December 31, 1975, might be

retroactively taxed at ordinary income rates under section 1246

because of the procedural failure to exclude income treated

under another Code section.

Page 7
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Reasons for Amending

Section 1246

Legislative History

The legislative history of section 12465 shows that

the intent of the section was to eliminate tax avoidance

schemes employed before 1962 by certain mutual funds.6 The

mutual fund companies were publicly held and conducted no busi-

ness other than purchase and sale of foreign securities.

Given the specific abuse by certain foreign invest-

ment companies to which section 1246 was directed, Congress ap-

parently did not consider the possibility that an operating

company that was a less developed country corporation might be

treated as one of the targeted foreign investment companies.

As a result, there was no study of the need to correlate sec-

tion 1246's definition of ratable shares of earnings with the

5 See H. Rapt. No 1447, 87th Cong., 2d Sens. 5 (1962)l
President's 1961 Tax Recommendations, Hearings on the Revenue
Act of 1962, H.R. 10650, Before the Conn. on Ways and Keans,
87th Cong., 1st Sees., Vol. 1, at 35 (1961).

6 Until enactment of section 1246, earnings of foreign
investment companies whose shares were held by 0.S. citizens
were never exposed to U.S. income tax (with the exception of
income from U.S. sources). The companies typically did not pay
dividends, and, upon sale of the stock by U.S. citizens, the
proceeds, representing primarily the income of the companies,
were taxable only at the U.S. capital gain rate. The purpose
of section 1246 is to treat the gain as though it were a -
distribution of the income from the investments.

Page 8
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section 1248(d)(3) exception for earnings and profits of loss

developed country corporations such as WSOCL. Notwithstanding

this technical oversight, it is clear that Congress did not

intend to "entrap* less developed country corporation earnings

by the application of section 1246. Therefore, an immediate

technical amendment to prevent the retroactive application of

section 1246 is consistent with the original intent of the sec-

tion.

./uity Demands An Amendment to Section 1246

8. 452 contains a clarifying amendment to section

1246 to prevent its application to some of the proceeds of

liquidation of companies like WBOCL.7 The Staffs of the

Treasury and Joint Committee have expressed the belief that

passage would be equitable and consistent with sound tax

policy. Properly amended, section 1246 would exempt from ordi-

nary income treatment WBOCL's earnings as 6 less developed

country corporation. Such result is in accord with the purpose

of section 1246 and recognizes WBOCL's reliance upon section

1240(d)(3) in generating the earnings in less developed

7 The amendment would not provide capital gain treatment to
earnings not otherwise qualifying for capital gain treatment.
For exmple, its passage does not grant capital gain treatment
under the less developed country corporation exception for
WSOCL earnings and profits accumulated after December 31, 1975.
Income of WBCL after 1975 has been subject to Subpart F and to
taxation at ordinary income rates.

Page 9
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countries.

Had WDOCL been liquidated in 1975, section 1240(d)(3)

would have expressly provided for capital gain treatment of its

earnings and profits. The proposed amendment would ensure that

the same earnings attributable to active business operations in

a less developed country between 1962 and 1976 would not be

converted into ordinary income under section 1246 simply

because the liquidation occurs after 1975.

Obviously, the amendment will prevent a detriment to

any taxpayer having earnings that should not be subject to sec-

tion 1246. But the rationale for a clarifying amendment

applies even more strongly in WBOCLts case when one considers

that the repeal of the less developed country corporation

exception in 1976 was prospective; and therefore, its lapse

should not have a bearing on the treatment of WBOCL's pre-1976

earnings.

One additional point requires clarification. While

this amendment has an associated revenue loss, passage of the

amendment will, in fact, produce a revenue gain for the

Treasury. This is so because the retained earnings and profits

of a company such as WBOCL are not subjectto taxation until

repatriated. However, repatriation is difficult, if not impos-

sible, for management to justify when profits entitled to

capital gains treatment at the time they were earned, would

Page 10
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instead be.subject to taxation at ordinary income cates. Thus*

passage of this amendment permits the repatriation of earnings

and their subjection to U.S. taxation that otherwise Is un-

likely to occur# thereby increasing revenues for the Treasuty.

Conclusion

h described, S. 452's equitable nature is clear:

redressing an inadvertent omission made by Congress In 1962,

generally preventing a retroactive tax under section 1246 and

particularly preventing such a retroactive tax upon earnings

properly subject to section 1248(d)(3). finally, since the

substance of S. 452 has previously been unanimously approved by

the Senate Finance Committee and was not passed by the 96th

Congress because of a lack of tiee, its passage should nov be

expedited.

Page 11
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Senator PACKWOOD. I did not think so.
I would assume we will have suctess this year. I hope we do. The

case is merited. I do not know if any other companies fall within
this provision. If inequity has been done, then there is nothingwrong with a bill that rights that inequity. That is one of the
purposes of this Congress. If that be special interest legislation,
why then so call it. If we can right a wrong with a piece of
legislation, I would support it.

Thank you, gentlemen.
(Whereupon, at 11:45 a.m., the subcommittee recessed.]
[By direction of the chairman the following communications were

made a part of the hearing record:]
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THEODORE D. LEHMANN
1S6-24 NIDLAND PARKWAY

JAMAICA INTATIU. N. Y. 11411

February 18, 1981

Robert R. LightlIzer
- Chioed Counsel
Committee on Finance
United States Senate
2227 Dlrkpoen Senate office Bldg.
Washington, D.C. 20510

Dear Mr. Lightlizer:/

I would' like this letter to be considered as a written statement

regarding two pieces of legislation currently being considered by

osuboommittees of the Committee on Finance.

Regarding 8.31, before the Subcommittee on Taxation and Debt
A

Management, I would lik. the subcommittee members to know that

removing limitations on deductibility of business expenses related

to use of the home as a second place of business would tend to

Improve the tax burden on many Americans who already devote a

portion of their home to the reading and preparation of work-

related reports. These deductions were disallowed some years ago

for taxpayers who have an office available at the place of employ-

ment. The main groups of taxpayers who continue to be allowed

this deduction are "outside salesmen", physicians, dentists, and

attorneys maintaining their practice in their home. These groups

have sufficient other deductions, and in *general receive a favored

olass treatment. In recent years the energy conservation measures

encouraged by government, such as car pools and timely closing of
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Robert E. Lightlizer -2-

office buildings, have caused undue hardship on many employed

professionals, educators, and executives who can not easily stay

late at their company or school offices. The restoration of tax

deductions for offices at home would encourage more citizens to

use car pools and public transportation. Much reading and report

writing could be done at home with a negligible increase on enerw'

consumption at home. At present there is no incentive to travel

in a car pool, or use public transportation, and instead the tax

laws encourage people to do more of such work in their offices -

which in turn adds to the number of solo drivers on the highways,

in turn adding to the drain on our nation's energy resources.

Senator Armstrong is to be commended fof his concern and his

attempt to correct this situation.

Regarding 3.12, before the Subcommittee on Savings, Pensions, and

Investment Policy, I would like to commend Senator Dole for intro-

ducing a tax bill that would help offset the inequitable tax

treatment of married couples. The ability to make tax-dedectible

contributions to an individual retirement account would be of par-

ticular help to the many two-paycheck families who desperately need

some tax relief. Also, employer-sponsored retirement plans will be

woefully inadequate if inflation continues. The ever-decreasing

percentage of disposable income that two-paycheck families are

placing into savings accounts give ample testimony to not only the

economic troubles such families have because of the general economic

picture, but also to the poor motivation such families have to save

because under the present tax laws the interest on savings merely

add to their tax burden.
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Rober .,. Lightlizer -3.-

I appreciate the opportunity to have my views submitted to the

respective Suboomuittees.

Sincerely,

,edore 1. ehann
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February 19, 1981

The Honorable Robert Packwood
Finance Comittee
U.S. Senate
2227 Senate Office MSdg.
Washington, DC 20510

Dear Senator Packvoods

This letter i0 offered so testimony in support of Senate ill 239,
the Comuter Energy Efficiency Act, and offered in support of an
amendment to that legislation.

About the Iftiter

Seattletin8 County Comuter Pool is a subreglonal ridesharing program
serving the jurisdictions in and around King County, Washbi ton. The
program started in 1974, and It includst ridematch assistance,
parking management, a public vanpool program, flexible work hours
promotion, Joint utilization of vans with social service agencies.
technical assistance for Individuals and for employer ridesharing
prorams, Incentive development, informational services and marketing,
and local regulatory reform efforts. Comuter Pool was cited in 1979
by the President as one of three national Showcase Ridesharing Progrms
featured at the inception of Initiatives in Ridesharing.

Conservation and Didesharina

The transportation sector of this nation is extremely dependent upon
petroleum fuels. The slight shortages of petroleum ye have glimpsed
in the last seven or eight years have awakened us to the grim reality
that a deep and prolonged shortage could paralyze this country. Even
slight shortages threaten to stifle the ability of our economy to grow
and to remain vital.

Conservation, through the increased productivity of ridesharing,
facilitates growth in a time of restricted fuel supply and dapens
the paralyzing impacts of shortages. Ridesharing and mess transit
utiliation by commuters are, in large part, the keys to conservation
in the transportation sector. Twenty percent or more of the comuting
vorkforce currently rideshare. This participation Is largely a result
of success, at both state and national levels, n removing the legis-
lative, regulatory, institutional, and attitudLal barriers-in both
public and private sectors-which constrained ridesharing development
throughout the 1970's. The challenge now before us is to involve more
and more Americans, particularly employers, in voluntary conservation,
by means of incentives.

BEST COPY AVAILABLE
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fed for Ind"Ives

A fuel crisis or extreme price hikes Would eventually force comaters to depend
on ridesbaring sad mes transit, but more extensive utilistiom of ridebserig
and mss trMt M can postpoes the painful ad diseriminAtorY price hikes,
and possibly the crisis of shortage itself. Mandating ridesharift ad mass
transit utiliation is out of the question. Sven if obedience vore assured,
gover nt could mot afford to provide the capital sad machinery to transport
10 of our worktorce.

Private sector ridesharig utilises the existing capital and vehicle infrastru cture.
ldeshaing is'an example of people-employers and employees, individuals or
ocSaaisation-combain efforts to solve their on transportation-energy problems.
They do so without the burdens of regulation. They do so effectively, saving
energy to benefit other American@ and eliminating the need for large government
emxpidWiqs, hence tax burdens on other Americans.

Rldesharing is an ideal nonover.ental solution to a pressing problem. For the
benefits vhich can be realized from the participation of ore and more comuters
s ridesharing, indcemests to rideshare should be offered. The barriers to
ridesharig have been reeved. The remaining step needed to realise the full
potential of rideshais Is to provide substantial incentives to sponsors and
pertilpants, and to market those incentives to the public.

The lncentives of $3. 239

Zverything contained in 1.B. 239 provides or facilitates an important incentive
to rideehare. Four points are addressed here, i ordar of special Importance to

- :Comter Pool.

First, Section 201, Qualified Transportation xecluded From Gross Income, is of
primary Importance in this legislation. If the amount of any subsidy by an
employer to an employee and the amount of amy delivery c6st of that Subsidy Is
taxable income to the recipient employes, employers will balk at the added paper
trail and accounting required to meet the requirements under existing tax law.
ould-be recipients of the subsidies will be reluctant to t--e these employer

subsidies ad delivery costs iMrogg their personal income taxes. As a practical
matter, marketing rideshering to employers and employees is han icapped sad co -
strained by the iMLu Af of these subsidies and delivery costs in the gross
income of the recipient. Not only will the income exclusions of Section 201
provide a real, economic Incentive for rideharing and transit subsidies, but
they rrve a practical handicap to successful marketing efforts. It is further
Important that this seetion recognizes the importance of subsidies to all modes,
and Includes then, in order to have a broad and effective progren.

Second, Title V - Gasoline Tax Deduction is e key incentive, from a reinforcement
, point of view. Each time a carpool or canpool operator fills his tank, he will

be reminded that part of that ever-growing gas bill will be refunded as a reword
for his daily efforts to provide rides for others and to ease the consumption of
that fuel. The dollar mount of the Incentive may be small, but the psychological
value is very high.



216

The Nocorable Robert PSeckVd
February 19, 1981
Page 3

Third, Wahington etae has made extensive efforts to promote vanpools operated
by individuals. gshty percent of Wahinston's employers are "mIal bueinOes."
Not all ere by any means in a financial position to provide vaupools or other
subsidies to their employees. Joint programs among mall employere are being
considered, but thee require extra coordination. A large portion, then, of
Vashingtou's orkforce unt rely upon their own Initiative to participate in ride-
sharing. When an individua faces a $15,000 instment in a vanpool in these time
of hIh interest, not only does en incentive seem an appropriate reward, it is
quite a necessary requisite. When the solution to our enersy-transportation
problems is shifted smoothly to individuals in this manner, the maximm flexibility
and independence will be achieved with the inimn of government intervention and
cost.

Fourth, Section 303 excludes driver incentive mileage fro the mileage considered
under the "80/20" rule when determining qualification for the investment credit.
This is a very positive step, but It does not go far enough.

The 80/20 rule should be eliminated completely, because: 1) It Is c redundant
safeguard, and 2) It coses inefficient utili stion of capital and vehicles.
The Treasury Department Initited the 80/20 rule to prevent a business from
purchasing a van, claisln the coauter highway vehicle investment credit, and
then utilizing the vehicle for business purposes.

So long as the vehicle is used for the required 3-year period to transport comaters
according to the intent of the law, the auxiliary uses should be of no importance.
If the auxiliary use is so substantial that the vehicle wears out prior to three
years of coeut use, the normal Investment tax recapture provisions will recover
the investment credit end act as a safeguard.

Without the 00/20 rule, the employer must show proper utilization of the vehicle.
by comuters. ith the 90/20 rule, the employer mst show, in addition, detailed
league records and show that the vehicle spent a majority of its time sitting idle
and deprecisting. Not only does this result in a recordkeeping fiasco, but the
inefficiency is repunant to business.

The other sections of this legislation are elso Important. Respecting your
comnitteeos time and important ork, we reserve sra detailed remarks on those
sections. Please accept our thanks for this opportunity to share cur operational
experience and our opinions with you.

Sincerely,

WiLam T. Roach

Program Ma nsar

VM:Jvd
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Mr. William T. Roach, Program Manager
Seattle-King County Comuter Pool
Arctic Building, Room 600
704 Third Avenue
Seattle, WA 98104

Dear Bill:

I have had the opportunity to review some of the changes-proposed by Senator
Dave Durenberger to the 1978 energy tax act. As an employer of over 2000
healthcare employees, Virginia Mason Medical Center is deeply committed to
any program which promotes or supports more effective means of transporta-
tion for our employees, and others who share the commuting routes with us.
We wish to express our support of the senate bill 239, and ask that you
forward this expression of support to Senator Packwood's finance committee
and to Senator Durenberger.

Specifically, we see a number of incentives for our employees to form vanpools
in addition to the five we currently operate through the Seattle-King County
Commuter Pool. Tax credits to individuals would definitely promote formation
of vanpools, and lead to greater acceptance of this mode of transportation.
Other provisions proposed will lead to greater support by businesses for
their employees. This concerted effort, supported by this legislation, will
have a significant impact on energy consumption, highway traffic, and personal
safety of those who formerly drove alone.

We wish to express our appreciation to the members of the senate for their
efforts to promote more energy-efficient transportation for those who commute
In the United States.

Yours sincerely,

.Dick Jones
Assistant Administrator

925 Seneca Street, P.O. Box 1930, Seattle, Washlngton 98111 [2061 624-1144
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SAFECO
SAFECO INSURANCE COMPANIES TELEPHONE 1206) 545-500
SAFECO PLAZA
SEATTLE. WASHINGTON 98185

February 19, 1981

Mr. William T. Roach
Program Manager
Seattle/King County

Commuter Pool
Arctic Building
Room 600
704 Third Avenue
Seattle, WA 98104

Dear Mr. Roach:

Beginning in April of 1980, SAFECO Corporation, a Seattle-based
Insurance Company employing 7,000, initiated two vanpools in its
home office area of Seattle, Washington. We currently plan six
additional van pools with two located in Oregon and one in Calif-
ornia.

Our rationale for supporting this type of ride-sharing activity is
consistent with our philosophy of energy conservation initiatives
for employees. Any legislative encouragement that worked in concert
with private industry or governmental vanpooling programs would be
looked upon favorably by SAFECO.

SB 239 seems to be consistent with our energy conservation efforts.
We would encourage its serious consideration by members of Congress.

Sincerely,

G54r o C.Hamilton
Assistant Vice President

GCHnd

SAF(O 4S A.CI C MA' ;.. 4.9 :4~~ SA1ECO OfS W"4SA iCI %
CA%10. iJPCI S MA' C . & :& I
S? isEP. w4t~g..'S'M.:' _ * , *. . ?.* jA

BEST COPY AVAILABLE
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SEA TTLE'FIRST NA TIONAL BANK

- WALS W. ADAMS
WAc Prekdeftt a"d ManKger

The Honorable Bob Packwood
1321 Dirksen Senate Office Building
Washington, 0. C. 20510

Dear Senator Packwood:

Seattle-First National Bank would like to express its
Senator Durenberger's "Commuter Transportation Energy
of 1981", S. 239.

PUBLIC AFFAIRS DEPARTMENT

February 19, 1981

support for
Efficiency Act

In November of 1979, Seattle-First became the largest corporation in
America to offer its employees full subsidization of their public
transportation expenses. Over 3,000 of our employees are taking advantage
of this program, which is successfully cutting urban traffic and parking
congestion, increasing commuting convenience and cost saving for our staff,
and saving 750,000 gallons of fuel and over 12,000,000 automobile miles
annually.

In view of the success we have enjoyed in getting our staff to save energy,
it seems all the more unfortunate that they must report this transit subsidy
as income. They do not understand, much less appreciate, why they should
have to pay tax on an energy-saving gesture by this corporation. Further-
more, the tax reporting procedures that this entails are a very large
operational headache for us.

Senator Durenberger's bill will rectify this unfortunate disincentive that
our employees must deal with, and we therefore give it our full support.
In addition, as an amendment to this bill we would propose that this sort
of transportation subsidy we are offering be excluded from our total FICA
tax base. This would serve as a great incentive to other corporations to
follow our lead in implementing energy-saving transportation programs for
their employees.

Vice President & Manager

WWA:pl

cc: The Honorable Dave Ourenberger
The Honorable Robert Dole

1001 FOURTH AVENUE I POST OFFICE BOX 3586 SEATTLE. WASHINGTON 98124 TELEPHONE 1206) 583-4193

75-29 0-81-15
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ROBERT R. BARNITT -
Vice President Personnel

Unigard
Insurince Group

February 19, 1981

Seattle King County Comutor Pool
704 Artic Building
Third Avenue
Seattle, WA 98101

ATTN: ir. William T. Roach, Program Manager

Dear Bill:

I am happy to lend my support to Senate Bill 239.

As Vice President of Personnel for Unigard Insurance Company,
a company active in enerty conservation, I urge passage of
this bill.

For over a year now we have been subsidizing Van Pools (2),
a subscription bus (37 passengers), public bus riders (175)
and car poolers (121).

While we have and will continue to support this without tax
credit, we believe this credit would encourage other companies.
Also the possible individual tax credit would be of great help
to many individuals.

Please pass my letter on to Senator Durenberger and extend my
thanks to Senator Durenberger and his co-sponsors for their
efforts in this important area.

Sincerel1

R. R. Barnitt

RRB/kdp/1050

[he Fnar i.#at Ctntcr. i.; Fourth A n ... e. W WA 9816,1 (Ari C. 2;'6) 292.1234

L'NIGARD MUlL U NIGAW OLY4,FIC LIFE UNM %RD UNIGARD IND M.NI1Y L !GA'4) SERVICE CORi'O103ION

BEST COPY AVAILABLE
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February 18, 1981

Mr. William T. Roach
Commuter Pool
Room 600, Arctic Building
704 3rd Avenue
Seattle, WA 98104

Subject: Senate Bill 239

Dear Bill;

I am writing to you in support of Senate Bill 239 introduced to the Finance
Comittee of the U.S. Senate by Senator Dave Durenbeger in hopes you vill
forward my letter to the appropriate body considering this legislation.

As a participating vanpooler I am very happy with the commuting arrangenefits I
now enjoy. I was able to avoid the purchase of another automobile which would
have been necessary when I changed jobs. Furthermore, I estimate that my family,
since I 'no longer drive to work, Is conserving about 40 gallons of gasoline per
month. This savings is not only more money in my pocket but also serves the
best interests of my community and country in terms of energy conservation.

As a City Traffic Engineer, I realize more and more the impact that commuter
travel has on the existing transportation system. It seems foolish to spend
valuable dollars to accommodate peak surges of demand which occur during a
period of about four hours during the 24-hour day. However, the peak hour
problem has an astronomical impact on our mobility, environmental health and
economic well being. Consequently, the problem must be addressed. It appears
to me heavy emphasis should be given to reducing vehicle demand as opposed to
providing additional capacity. Vanpooling has indicated that it is a viable
solution to this problem while at the same time maintaining Individual mobility
which is so important.

I personally believe that the five elements of the proposed legislation,
although not providing the total solution, would take a very positive step to
encourage the development of more vanpools. I respectfully request serious
consideration of the proposed legislation. Let's take a positive step forward.

Very truly yours,

r . o

Gary A. Norris, P.E.
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The Honorable Bob Packwood "" 4 M.1,

Chairman, Subcommittee on Taxation
Senate Committee on Finance
227 Dirksen Senate Office Building
Washington, D.C. 20510

Re: S. 31 -- Amendments to Section 280A of the
Internal Revenue Code

Dear Senator Packwooa:

As part of the consideration today by the Subcommittee on Tax-
ation of the Senate Committee on Finance of S. '..l proposing amend-
ments to section 280A of the Internal Revenue Code, dealing with the
personal use of a residence or vacation home, we would like to recom-
mend a technical correction to that section.

It has come to our attention that the language in S28OA(d) (2)
which states that a taxpayer shall be deemed to have used a dwelling
unit for personal purposes for a day if he uses it for such purposes
"for any part of such day," is being interpreted in a very literal
fashion by the Internal Revenue Service. See proposed Regulations
Sl-280A-l(e). If, as is common, an individual arrives at his vaca-
tion home at 11:00 p.m. after a full day of traveling, this day of
traveling is actually counted as a day of personal use of the home
for purposes of his maximum allowed stay of 14 days or 10% of the
number of days rented.

The same problem occurs upon his leaving as well. If he leaves
at 6:00 a.m., he is still considered to have used his home for the
full day, regardless of the fact that he and his family spent all of
the daylight hours in his car, driving back home.

Although we do not think Congress intended this result, it ap-
pears from the Internal Revenue Service's interpretation, that a
technical legislative amendment is necessary. We would urge the Com-
mittee to make clear, therefore, that the rule whereby any part of a
day is considered a full day of use should not apply to the day of
arrival and the day of departure. Such an amendment is also part of
S. 444 (Section 504) introduced by Senators Williams and Cranston in
this session, and we would urge your consideration of that aspect of
this fine bill.
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The Honorable Bob Packwood
February 23, 1981
Page Two

We also support the other amendments to section 280A contained
in S. 31. These amendments provide that use by a family member of
a residence will not be considered personal use by the taxpayer. A
similar amendment is also contained in S. 444, to cover the situation
where the family member pays a fair rental and uses the home as his
principal residence.

This whole subject of the family rental tax has been treated in
an amusing and pointed satire, entitled "Famscam", which was sent to
us and which we would like to enclose for your information.

Thank you for the opportunity to present our views to the Sub-
committee. We would appreciate haveing this letter and the enclosure
appear as part of the record of the Subcommittee's hearing.

Sincerely yours,

BSLzds
Enclosure
cc: (with enclosure)

All Members Senate Committee on Finance
/Robert Lighthizer, Esquire
Edward J. Hawkins, Esquire
Rod DeArment, Esquire
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Note: The attached letters generally refer to S. 3030 which

was the file number assigned to the Commuter Transportation

Energy Efficiency Act in the 96th Congress.
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OFFICE OF THE GOVERNOR
STATE CAPITOL

SALEM. OREGON 97310

September 18, 1980

The Honorable David Durenberger
United States Senator
353 Russell Senate Office Building
Washington, D. C. 20510

I would like to lend my support for the concepts contained in
your Commuter Transportation Energy Efficiency Act. The pro-
visions of S. 3030 will go a long way toward encouraging
companies and individuals to participate in ridesharing activ-
ities.

I will be proposing to the Oregon Legislature a ridesharing
package as part of my special energy program. This package
will include some state-level incentives. S. 3030 will provide
on a national scale the types of incentives that will help ride-
sharing become an effective tool in meeting our energy self-
sufficiency objectives.

Sincerely -..

Governor

VA:rn

cc Senator Mark 0. Hatfield

BEST COPY AVAILABLE

ViCTOR ATIY H
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STATE OF NEW mEXICO
orricE or Omc oOVcRNOR

SANTA Fz

67503

January 16, 1981

Bmcc KiNG

The Honorable David Durenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

Thank you for giving the State of New Mexico an opportunity to review
S. 3030, the Computer Transportation Energy Efficiency Act. This measure
has been reviewed by the New Mexico Energy and Minerals Department which
shares your belief that this bill has the potential to significantly
increase ridesharing activities in our nation.

We especially support the Title IV Section of the bill that would provide
a business tax credit for costs incurred in administering an employee
ridesharing program. Studies have shown that employer-sponsored ri -sharing
programs have the greatest success in encouraging employees to part cipate
in a carpool or vanpool program.

Although the bill was not taken up during the last session of Congress, it is
my understanding that you plan to introduce a similar bill during the 97th
Congress. In light of our nation's unstable petroleum supply situation and
the rising price of fuel, I can think of few issues that are more timely
than the one which you are addressing.

Your bill as proposed has the full support of this office. I am taking the
liberty of forwarding copies of this letter to all members of New Mexico's
Congressional delegation for their consideration.

Your interest in contacting New Mexico is appreciated. If you feel further
information might be helpful, please do not hesitate to contact us.

Sincerely,

BRUCE KING
Governor

BK/lk

cc: The Honorable Pete Domenici, United States Senate
The Honorable Harrison Schmitt, United States Senate
The Honorable Manuel Lujan, Jr., United States House of Representatives
The Honorable Joe Skeen, United States House of Representatives
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STATE OF NORTH CAROLINA
DEPARTMENT OF TRANSPORTATION

RALEIGH 27611
JAMES B. HURT. JR. THOMAS W. BRADSHAW. JR.

GOVERNOR January 15, 1981SECRETARY

The Honorable David Durenberger
U. S. Senate
Russell Senate Office Building
Washington, 0. C. 20510

Dear Senator Durenberger:

Let me share with you that North Carolina is very active in its efforts
to promote ridesharing. We applaud your efforts to have Congress pass
legislation that will improve the economic and regulatory environments
for ridesharing. Governor Hunt appointed a State Ridesharing Task Force
composed largely of business and civic leaders throughout the State. Our
Task Force, among other tasks, has been reviewing North Carolina State
law to determine where changes might be made to assist ridesharing. We
will be requesting these legislative changes in this session of our General
Assembly.

The North Carolina Task Force endorses S. 3030 and encourages you to
continue to work for its passage. I will b in touch with the North
Carolina delegation to let them know of terest in this legislation.

Since ely,

omas W radshaw, Jr.
SecTreta

TWvBjrnagI 

a
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AVancRlch1r*d*Cownony Public Allairs
515 South Flower Streel
Mailing Address: Box 2679 - T.A.
Los Angeles. California OO01
Telephone 213 486 0771

S. J. Glovanill
Manager
Public Relailons Operations

January 22, 1981

SUBCON.;;I'TTE ."r ,L4 i 71

Il019QYERMYETAL EI:UA U;

The Honorable Dave Durenberger
United States Senate
Cousittee on Finance
Washington, D.C. 20510

My dear Senator Durenberger:

The Atlantic Richfield Company'L ridesharing program has been
a great success, and has gone a long way toward improving
employee morale and saving energy. I have been deeply involved
in this program, and can assure that the Company's success has
been directly attributable to the incentives we offer employees.
for participating. Senate Bill S.3030, The Commuter Transporta-
tion Energy Efficiency Act, will add incentives that will stim-
ulate more ridesharing in the private sector.

I also serve as
Services, Inc.,
organization in
assure you that
and ridesharing

Chairman of the Board of Comuter Transportation
the largest and most effective ridesharing
the country. Again, from that position I can
Senate Bill S.3030 is important to ridesharing--
is important to the country.

Sincere y.yours,

SJG:lld
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Te Prkl blum Ceoy d Amia
Prudna Offit - Re ch Cent
155 M011e0" Park 00iv
Suite 101, Bldg. A
Sunnyve, Cawornia 408 .
Tel. 408-734-2530
Let Cublu
Genera Manage,
Rea Estt Opratons

January 29, 1981

Hon. Dave Durenberger
U. S. Senator, Committee on Finance
U. S. Senate
Washington, D.C. 20510

Hoi,. Durenberger:

We have reviewed the objectives of Senate Bill S3030, Cominuter
Transportation Energy Efficiency Act and are in wholehearted
agreement. Specifically, we are developers of Moffett Industrial
Park in Sunnyvale, California which currently has 15,000 employees
including Lockheed Missiles & Space Company, Ford Aerospace &
Communications Corp., General Electric Company, Atari, Inc., ESL
Incorporated and Control Data Corporation and many others.

Our major problem is the crush of automobiles during the morning
and evening commutes. The tax credits and relief granted in
33030 will stimulate employees and employers to increase ride-
sharing(n all forms.

Lee Cashion,
General Manager,
Real Estate Operations
THE PRUDENTIAL INSURANCE COMPANY OF Ak dICA
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VANGO r_: -2 M t
airport Investment building*suits EXC(linthilcum smayland 2100 9(3OI) 7%.PooL

F-200

January 27, 1981

Senator David Durenberger
Russell Senate Office Building
Washington, D.C. 20510

Dear Senator Durenberger:
The State of Maryland supports an active Ridesharing Program of which vanpooling

is a vital element. Through VANGO, Inc., a third-party broker and vanpooling promo-
tion agency, all types of vanpools are encouraged and facilitated.

We of VANGO would like to lend our support to your bill, the Commuter
Transportation Energy Efficiency Act of 1980 (S.3030).

An outline of your bill was distributed to the 270 drivers of Maryland vanpools
who represent a total of 3,834 interested vanpoolers. In addition, employers who
sponsor ridesharing programs were also contacted for their opinion.

The consensus was overwhelmingly positive in favor of the passage of S.3030
even though the majority of our vanpools in Maryland are leased by individuals.

Naturally, if additional benefits could be developed to offer more incentives to
drivers and passengers of privately leased vanpools, even greater support could be
expected.

Maryland vanpools conserve an estimated 1,300,000 gallons of gasoline annually,
and your legislation could serve to stimulate even more Interest-in Maryland ride-
sharing.

Thank you for the opportunity to comment on this important legislation. We
strongly support its enactment, and will provide copies of this letter to Maryland
representatives in the hopes they will lend their support to S.3030 also.

Sincerely,

fJohn ar
S'President

Board of Di ectors

JJC:bka

the sensible commuting alternative
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STATE OF NEW MEXICO

ENERGY AND MINERALS DEPARTMENT
ENERGY CONSERVATION AND MANAGEMENT DIVISION

tA" K O. .% am , 00OWN= &A TPL WW MXOO575O

XM %aW" VWAID IheL*4I- 1lCE
M5I)UWLJLkV NEW Mf via

United States Senat

ow a ma a
January 13, 1981 L2"0 fWaxwo s1=

WAL NM WW M
amS IS-SOl

The Ho,orable Dave Durenberger
Unitftd states Senate
Washington, D. C.- 20510

Dear Senator Durenberger:

I have recently reviewed the provisions of Senate Bill 3030, the Computer
Transportation Energy Efficiency Act. Upon careful examination of the
contents of this act, I believe that passage of it would greatly stimulate
ridesharing activities. I especially applaud the Title IV Section that
provides a business tax credit for costs incurred in organizing and admin-
istering an employee ridesharing program. Studies have shown that employer-
sponsored ridesharing program have the greatest effect in terms of signi-
ficantly increasing the p.:rcentage of employees participating in a carpool
or vanpool program. With such a powerful incentive as your bill provides,
it is hopeful that many more employers vill follow the lead of 3M and take
au active part in establishing and administrating a ridesharing program
for their employees.

I look forward to the passage of this vorthvhile act. If I can provide
further assistance in support of your efforts to eliminate barriers to
ridesharing, please feel free to contact me.

Sincerely,

CLAIRE KCARAM

Transportation Planner

CK:lK

P. S. I Just noted in the Congressional Record Statistics that
New Mexico was listed as having 10 vans in operation. Our
latest count shows 36 vans funded through the State Highway
no-interest loan program.

0N.1



232

T'mU.AgimW
County ofEanta Clara S Ca,,, 5111

California.
..January 14, 1981

Honorable David Durenberger
United States Senate
Committee on Finance
Washington, D.C. 20510

Subject: Senate Bill S. 3030

Dear Senator Durenberger:

Thank you for keeping me informed of the progress of
Senate Bill S. 3030. Some thoughts on certain features of the
bill follow.

Through personal contacts with several hundred Executive
Managers over the last four years in promoting our County Carpool
Program, I am acutely aware of two factors that, if either is
present, normally increase the interest level in ridesharing by the
commuting public. One is a gas crisis and the other is top
management support which is sometimes difficult to obtain. I
heartily endorse S. 3030 because most of the reasons for an
employer's reluctance to initiatepsupport or sustain a rideshare
program will have been removed through the Business Tax Credits
of Titles III and IV.

Inherent in tax credits is a sense of permanency and
continuance in that to receive them, they must be claimed on an
annual basis. Many employers in this County have supported rideshare
programs and initiated the necessary actions, but too few seem to
sustain these efforts. A policy of continuance should be part
of all rideshare programs because these comprise the majority of
the programs that provide the sustaining effort needed to reduce
our dependence on foreign oil. The tax credits may prove to be
the most effective incentive for establishing permanent and
ongoing rideshare programs.

I am looking forward to early adoption of Senate Bill S. 3030.

Sincerely,

Fred W. Cronn
Rideshare Representative
Santa Clara County Transportation Agency
1555 Berger Drive
San Jose, CA 95112

FWC:jmg

An Equal Oppodwty Employew
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MIDDLETOWN TRANSIT DISTRICT
MUNICIPAL BUILDING

dKOVEN DRIVE MIDDLETOWN, CT 06457

January 8, 1981

The Honorable Dave Durenberger
United States*Senate
Committee on Finance
Washington, DC 20510

Dear Senator Durenberger:

Thank you for your recent letter in which you updated the.status
of S.3030, the Commuter Transportation Energy Efficiency Act.

The Middletown Transit District would like to express its whole-
hearted support for this bill. Although we have just recently
implemented a long-awaited local bus service and consider the
operation of that service to be our foremost responsibility, we
are also looking to the near future when we will become more
actively involved in the promotion of ridesharing. The provisions
of your bill, if adopted, will be an added incentive to encourage
our residents to. take that extra step in conserving energy. Hope-
fully, by the time your bill becomes law, we will be in a position
to aggressively assist our local employers and individual employees
in their efforts to understand and benefit from its provisions.

Because we expect to become actively involved in the eventual
implementation of your proposed law, we would appreciate it if
you would continue to keep us informed of its progress. Copies
of this letter are being sent to the Connecticut Congressional
delagation to let each member know of our support for and interest
in this bill. We will also do what we can to generate additional
support here in Middletown.

Sincerely,

Karen L. Olson
Transit Administrator

KLO/ss
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SAVING REDUCINGSANGY: TRAFFIC
ENERGY CONGESTION

OPFUFl AIR FORCE BASE. NEBRASKA 6113 PH)RE 41 2 24371I

Honorable Dave Durenberger 22 January 1981
U.S. Senate
Washington, DC

Dear Senator Durenberger

The Board of Directors and members of the Offutt AFB, VanPool Corporation
strongly support your continuing efforts to introduce ridesharing
legislation in the U.S. Senate. We wish to thank you, both for your
concern over the energy problems that are today facing our nation, and
your ongoing efforts to help find a solution to these problems.

We are convinced that intreased ridesharing offers the only practical
solution to the problem of reducing national gasoline consumption and
resultant U.S. dependency on the importation of foreign oil. It Is
through the efforts of legislators such as yourself that we will
progress towards a workable solution to the nation's problem.

Your recommended legislation appears to address many of the problems that
are barriers to effective vanpooling programs, both corporate and
individually sponsored. While your "Commuter Transportation Energy
Efficiency Act" does not offer an answer to the many stumbling blocks
that we in the Offutt VanPool Corporation face as a private non-profit
corporation; we do, however, believe your proposed bill may establish a
federal precedence which may in turn encourage state governments to
remove local regulatory barriers that impede our ridesharing program.

We desperately need the support of both federal and state governments in
providing non-profit vanpool corporations with financial relief from
federal/local gasoline and excise taxes; and state/city sales, and
property taxes, and vehicle registration/licensing fees.

Please keep our organization appraised of your future plans and accom-
plishments and we in turn will provide you with whatever support we can.

Cy to: Honorable James J. Exon
Member, Board of Directors U.S. Senator, Nebraska
Offutt AFB, VanPool Corp.

Honorable Edward Zorinsky
U.S. Senator. Nebraska
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ARKANSAS

DEPARTMENT OF ENERGY

3000 Kavanaugh @ Lttve Rock, Arkansas 72205
Phone: 501-371.1370

Frank White
Governor

Cherry Duckett
Acting Director

January 29, 1981

Honorable David Durenberger
U. S. Senate
353 Russell Office Building
Washington, D. C. 20510

Dear Senator Durenberger:

I want to commend you for introducing S.3030, the Commuter Transportation
Energy Efficiency Act along with Senators Percy, Bentsen, Hayakawa, Baucus,
Pell, Isongas and Hatfield. The passage of this bill will be a great step
for ridesharing efforts. As another Department of Energy official noted
that much of the reluctance of companies to implement ridesharing programs
is the fact that it is a "non-revenue producing overhead expense". I
believe the incentives in this bill will further encourage employers as
well as individuals to participate in this energy conservation measure.

At the present time, there is legislation introduced on the state
level to eliminate ridesharing activities from our Workers' Compensation
laws. This has been an impediment to our efforts to promote ridesharing.

Thank you for keeping me posted on the progress of this legislation
and I wish you success in the passage of this legislation.

Sincerely,

Transportation Coordinator

BGC:sw

75-029 0-81--16
~.1
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THE CITY OF
• °..I o . P

HOUSING AND ECONOMIC DEVELOPMENT
ENERGY RESOURCES AND PLANNING

CITY HALL - ELEVENTH FLOOR
4S NORTH MAIN STREET
WICHITA. KANSAS 67202

4316) 2"419

THE ENERGY PLACE
1602 S. McLeau Blvd.
Wichita, Kansas 67213

January 14, 1981

Honorable David Durenberger
U.S. Senate
Washington, D.C.

Dear Senator Durenberger:

Thank you for your support of ridesharing. The City of Wichita has
recently initiated a regional ride share program, and as Ride Share Coor-
dinator, I feel that S.3030 vill make the task of promoting ridesharing
much easier. The incentives provided by this legislation could have very
positive energy conservation impacts.

Unlike other methods responding to the energy problem, ridesharing is
among the few strategies which represents a positive, personal approach
for dealing with a critical problem.

If you would like any information on our local ridesharing programs,
or if I can be of any assistance in your efforts, please feel free to call
me at (316) 265-4193.

Sincerely,

Michael C. Meier
Ride Share Coordinator

MM:de

a
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Honeywell
- 2 L 23 December 1980

Senator Dave Durenberger
353 Russell Senate Building
Washington, D.C. 20510

Dear Senator:

I just reviewed your comments to the Senate on 53030, "The Commuter
Transportation Energy Efficiency Act".

Although the comparison by the President of war and energy emergencies
was never supported by action indicating that our energy situation was
and is as serious, I believe the United States will yet experience the
unavoidable shock.- It is imperative that individuals and business work
closely to reduce the impact.

Many of the actions we are taking to improve the energy situation will
contribute solutions to our problems years from now. They should be con-
tinued and emphasized. However, your bill is directed at an area which
can be changed materially in a short time. Your approach is admired since
it puts government into the loop as a catalyst only, with actions from our
strength, people, and business.

My only suggestion, since I believe the situation will deteriorate until
an emergency is declared, is that the incentives should be maximized to
the point where neither business nor individuals can ignore the carrot.
The incentive should be no less than for an individual who invests long.
term capital; and, in my opinion, should go much further.

Business should be given, maybe, 50% investment tax credit to cover equip-
ment provided. Drivers, who must dedicate themselves, :hould be allowed
to deduct from income all operating expenses offset by, maybe, only 50% of
the income from passengers. Passengers should be allowed to deduct, maybe,
their entire fares from ordinary income. The incentives finally adopted
should be tested for one year; and, if results are not major, they should
be improved by amendment immediately.

I believe halfway measures, although helpful, will not solve the problems
that will face the United States should any of a number of situations occur
during the next twenty to thirty years. Actions which will pay off immed-
iately in a major area of energy consumption should help materially to offset
the adverse impact on our economy and society while we await the results of
technological advances in the energy area.

I appreciate the opportunity of commenting on your legislation.

Yours tru,

OMB:kk

TECHNOLOGY STRATEGY CENTER. HONEYWELL CONTROL SYSTEMS
1700WEST HIGHWAY 38. ROSEVILLE. MINNESOTA 65113. TELEPHONE 612/378 478
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Stanislaus County
Depatment of Planning and

I,. in" . ....... ;OO.To, OAL.,.o.,A.,.,

November 3, 1980

Senator Dave Durenberger*
United States Senate
Washington, DC . 20510

Dear Senator Durenberger:

Thank you for your support of ridesharing. Tax Incentives are an
excellent way to encourage people to share their vans and cars.

If our goal is to decrease our dependency on foreign fuel, then
every effort must be made to conserve; and what better way than
ridesharing.

53030 will make a significant contribution to our nati,-al energy
conservation effort.

Sincerely,-

Pat Paul
Ridesharing Manager

jo4UC 4$
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U4IN BRMISTOL PJRUNGTON NEW BRITAIN PLAINVILLE PLYOUTH., SOUTHINGTCN

CENTRAL CONNECTICUT 12 landry street
bristol, connecticut 06010

REGIONAL PLANNING bristol phone S39.7820
new britais ph**@ 224.9336

A G E N C Y - hartford phones 46-210

November 14, 1980

The onorable Dave Durenberger, U.S. Senator
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I an writing to express my support for S. 3030, the Comuter Transportation Energy
Efficiency Act of 1980 which will provide a number of new tax incentives to aiccourage
ridesharing for the trip-to-work. As a transportation planner for the Central
Connecticut Regional Planning Agency, I share your realization that rising fuel
prices and recent vorld events dictate that the U.S. take every reasonable stop
to ensure both transportation efficiency and energy independence by discouraging
the inefficient single-occupancy auto work-trip. In areas where transit service
is currently unavailable or unaffordable, rideshating is the most inexpensive and
gas-efficient method of commuting.

Since, as pointed out in the Congressional Record, the costs and fuel benefits of
ridesharing are widely accepted as fact, the biggest obstacles keeping more commuters
from utilizing the ridesharing mode of travel are ingrained attitudes and legal
Impediments. .1 certainly hope that the passage of S. 3030 will provide the needed
incentives for borderline employers and employees to actively participate in computer
ridesaring program. In respect to the legal impediments, I hope Congress will
do all it can on the national level to encourage states to adopt the various sections
of the Nodel State Law to Remove Legal Impediments to Ridesharina Arrangements which
was drafted by the National Comittee on Uniform Traffic Laws and Ordinances for the
U.S. Department of Transportation.

I hope you will transmit my comments to your colleagues in Congress and wish you
success in guiding S. 3030 through the legislative process. Please keep me informed
of any developments as they occur.

Sincerely,

Jo&& Giner

Transportation Planner

JG:nd
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. Y I r /,.K ,

American Can Company

Nicholas Marchak,Vice President & Director American Lane, Greenwich, Conn. 06830
Corporate Administrative Facilities 203-552-2202

November 6, 1980

The Honorable David Durenberger
The United States Senate
353 Russell Senate Office Building
Washington, DC 20510

Dear Senator Durenberger:

The American Can Company has been active in vanpooling
and ridesharing activities at its Corporate Headquarters
in Greenwich, Connecticut since 1974.

We strongly support the Commuter Transportation Energy
Efficiency Act of 1980 (S. 3030) proposed by Senator
David Durenberger and his colleagues offering new tax
incentives for ridesharing.

Ridesharing, in all its forms, makes a very significant
contribution to our national energy conservation efforts,
and any added inducements would definitely add impetus
to its further acceptance and growth.

We strongly recommend a "yes" vote on this legislation.

Very truly yours,

Nicholas Marchak

NM:ps
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October 29, 1980

Hr. Dave Durenberger
United States Senator
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I am in receipt of your letter of October 15, 1980 in which you ac-
quainted me with your sponsored bill on tax incentives for ridesharing.

As an advocate of ridesharing of the van pool/car pool variety, I wish
to comend you and your co-sponsors of the bill. It is something that is
urgently needed at this point for the costs of commuting continue to mount.
Fully a third of our employees who terminate their employment have advised
us the reason was commuting expense. We installed a van pool program as a
result.

As the head of the personnel operation of one of the prestige corporations
in America, I can tell you that our van pool program has grown like a prairie
fire spreads. From the modest beginning of 1 van installed in April of 1979,
we have witnessed a phenomenal growth to 15 vans carrying over 200 of our
employees daily in their commute from home to work and back. This means
that almost 30Z of our employees ride vans.

This takes a conceivable 200 automobiles off the highway daily and re-
places them with 15 vans. The average commuting distance is approximately
38 miles daily. The resultant savings in consumption of energy Is apparent.

Through my efforts, 5 other companies in the greater Kansas City area
have also installed van pool programs. It appears therefore that Kansas City
employers have become very energy conscious and at the same time are achieving
some success at retaining employees who because of the inflation problem
might have to seek employment elsewhere closer to home.

By increasing the tax credit for new vans to 20Z, I am sure that we can
expect to double the number of van pools operating in the U.S. within the
first year. This of course coupled with your plan of business credits to
corporations will be the incentive to convince many companies that this is
the future way to go.

If I can be of any further service to you in presenting company or
personal data to the Senate Finance Committee, I would be honored to appear
for you (and the United States of America).

5A4% 0.P. B 9 Ovbr1jnmtjAv KS620I .(913)67&-50. Te43AO24
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Since I personally am a resident of the ninth Congressional district
of Missouri, I would appreciate your sending a copy of this letter to Tom
Coleman, my congressman, and to Tom Eagleton of the Senate.

Sincerely,

Assistant Vice President &
EF:- Director of Personnel
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THE CITY OF

METROPOLITAN TRANSIT AUTHORITY
TRNSIT CINTIR. 125 S. MiLIAN ILVD.

WICHITA, KANSAS 6713
October 31, 1980

The Honorable Dave Durenberger
United States Senator
United States Senate
Washington, D. C. 20510

Dear Senator Durenberger:

Thank you for providing me with a copy of S. 3030 con-
cerning tax incentives for employees and employers for
the formation of carpools and vanpools as an energy conser-
vation measure. I would like to comend you for your fore-
signt and concern for energy conservation measures through
sponsorship of this legislation.

I do envision some administrative burden for the Internal
Revenue Service in this matter, particularly as they may
be required to seek verification of expenditures by the
individual. Employer expenditures would be relatively
identifiable.

We do not have a copy of the Internal Revenue Code of 1954 a,
vailable for examination, and I am not able to identify
with certainty whether this incentive would be applicable to
mass transit users.

We, of course, carry many commuters daily and since the
energy crisis of 1978 our ridership has grown steadily. Also
we have a number of employers -who purchase our punch passes and
eitherresell them at a discount-or give them to their employees
as a benefit.

If the transit commuter is not included in S. 3030, I would
encourage you to consider amendments which would include the
transit commuter and the employer who provides transit incentives
as an employee benefit.
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Again, thank you for providing me with S. 3030 for review
and for reading my comments.

Sincerely,

Executive Director

EK:ckm
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November 26, 1980

Senator Da~e Duronburger
V. S. Senate
Washington, D.C. 20510

Dear Senator Durenberger -
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.JL Louisville Area
• Chamber o Commce, Inc.

Louisvile, Kentucky 4202
52 352-2421"

November 4, 1980

Senator Dave Durenberger
U. S. Senate
Washington, DC 20510

Dear Senator Durenberger:

Thanks for your letter of October 15th and the Information concern-

ing the bill (S.3030) which you introduced to provide tax incentives
for ridesharing.

Our success in stimulating ridesharing among Louisville commuters,

haa been achieved largely by working through major employers, for

two reasons. The potential ridesharers are workers and they can

best be found where they work. Also, we have found that our task

is to motivate the worker to exchange the convenience of an indivi-

dual automobile for the efficiency of ridesharing -- and his employer

is an effective motivator.

All this adds to the fact that our principle challenge at this time,

is to convince some reluctant Louisville employers that it is in
their selfish best interests to aggressively promote ridesharing.

Consequently, ridesharing tax incentives, particularly for the

employer, vill be most helpful to us.

I feel confident that the passage of your bill will provide a very

important stimulus for additional ridesharing, at a relatively modest

cost.

Si erely,

Jo&Xr
,ir ctor

J RO WAUISVILLE RIDESHARING PROGRAM

JHM:ng
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CAPITAL HOLDING CORPORATO

COWV0NIALTH aA 1.O!UVKLL KENTUCKY 40232 0 TELEPHONE G021M4.1 57

CAMEL 0 VAN WONtfR

November 10, 1980

Mr. Dave Durenberger
United States Senator
United States Senate
Washington, DC 20510

Dear Mr. Durenberger:

Mr. John H. Miller, Director of Metro Louisville Ridesharing Program,
forwarded me a copy of the legislation you introduced under the Commuter
Transportation Energy Efficiency Act of 1980. As a member of the Louisville
Chamber of Commerce committee to promote ricesharing and as a concerned
citizen, I'm writing to endorse your bill proposing several incentives
to encourage ridesharing.

The reduction of traffic snarls and air pollution along with the opportunity
to save dollars commuting to and from work should in theirselves provide
a reasonable incentive for persons to car ,ool whereever possible. Unfor-
tunately, these personal incentives have vot been enough to cut back on
the number of commuters choosing to go it alone, i.e., one car, one
passenger.- Your proposed legislation should be valuable in encouraging
car pooling through additional incentives. The-incentives suggested impact
favorably on both the individual and employer and should provide desirable
results. You certainly have my support in your endeavors to promote
ridesharing.

S1nce~t-y

Daniel 0. Van Wormer

DVW:pf

cc: Mr. John H. Miller
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City of St. Matliews, Inc.
_ 201 THIERMAN LANE, P. 0. BOX 7097, ST. MATTHEWS, KENTUCKY 40207

November 12, 1980

g Senator Dave Durenberger
U. S. Senate
Washington, D. C. 20510

Dear Senator Durenberger:

As a member of the Advisory Committee, Metro Louisville
Ridesharing Program, representing Mayor Bernard F. Bowling
of the City of St. Matthews, I want to share my view along
with Mr. John H. Miller, Director of the Metro Louisville
Ridesharing Program, in regard to your Bill (S-3030), the

= Computer Transportation Energy Efficiency, October of 1980.

I support this bill and believe it will make a significant
F contribution to national energy and transportation policy.

Yours truly,

Tom Mercer
City of St. Matthews, Ky.

S TM/eh
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STATE OF LOUISIANA
DE9PARTMENT OF TRANSPORTATION

AND OEVELOPMENT

PAL J. HAR

JOHN U. SOROM

October 30, 1980

Senator Dave Durenberger
United States Senate
Capitol Hill
Washington, D.C. 20S10

Dear Senator Durenberger:

We would like to express our appreciation for
the opportunity to review and comment upon the
Commuter Transportation Energy Efficiency Act of
1980 (S.3030) which you have recently introduced in-
to Congress.

Having worked with emplcyers in the New Orleans
SNSA in an effort to encourage employer-sponsored
ridesharing programs, we are particularly pleased to
note the provision which allows a business tax credit
for specified costs which businesses might incur as
administrative overhead for an organized employee
ridesharing program. These costs can prove substan-
tial and, particularly in the case of smaller busi-
nesses, difficult to absorb.

We feel that all of the tax credits outlined in
the bill will prove beneficial in encouraging ride-
sharing, and that a good balance has been achieved
in providing incentives to both the individual and
to the.employer.

We would therefore like to offer our wholehearted
support of this legislative effort.

Sincerely,

E RE AL PLANNING 
C~OMISSION

HN . OD N
EXECUTIVE DIRECTOR

JNB/CHZ/nlmm
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regional plan 4 ind dielinqent district, inc.

Phone 13181 387-2572 - 2115 JustC Sltow Monroe, Loupusne 71201

October 31, 1980
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The Honorable David Durenberger
United States Senator
Russell State Office Building
Washington, D. C. 20510
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Once again, let me tht~ano_ufod
sharing and reiterate our support

Nancy Glover
Vanpool Coordinator

NG:cb

SERVING THE PARISHES OF:
CALDWELL - EAST CARROLL - FRANKLIN- JACKSON - MADISON -MOREHOUSE -OUACHITA

RICHLANO • TENSAS - UNION -WEST CARROLL
WITH COWNEHENSIVE PLANNING AND TECHNICAL ASSISTANCE

An Equal Ol petVnity rnloyv
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~THE

( O9ThNATING & DEVELOPMENT CORPORATION
3305 Mansfield Road • P.O. Box 37005 • Shreveport. LA 71103- (318)226-7557

M. D. LeComte
Executive Vc-President October 27, 1980

The Honorable Dave Durenberger
United States Senate
Committee on Finance
Washington, D. C. 20510

RE: SENATE BILL 3030

Dear Dave:

Thanks so much for your correspondence of October 17 outlining
the Commuter Transportation Energy Efficiency Act of 1980. This
articular piece of legislation appears to be what we have all
een looking for and hoping both the Senate and House would come

up with to give incentive to industry and business in promoting
ridesharing development.

Dave, we have reviewed the Bill amending the Internal Revenue Code
and support the various sections contained therein. A few
suggestions which you may wish to consider in strengthening the
Bill's chances of passing are 1) a revolving tax credit for early
in/early out business-oriented transportation, and 2) away-from-
job employer credits for drivers; Both of these are minor
suggestions, but they are heeded.

Senator, again, it is our position that this proposed legislation
is very much needed. We, therefore, support the Bill and offer any
assistance which would help its passage. Thank you for allowing
us the opportunity to review, comment, and garner support for this
worthy legislation..

Warmest regards.

Your friend,

H. D. LeComte

MDL/rls

pcs: Louisiana Congressional Delegation

State of Louisiana * Planning District No. I Serving the Parishes oat
BSerrvils v Bossier 9 Caddo * Claiborne a DeSoto * I inlmn • Natchitoches * Red River Sabine * Webster

75-29 0-81- 17
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November 13, 1980

Dave Durenberger

United States Senator
Washington, D.C.
20510

Dear Senator Durenberger:

I was both pleased and excited to receive your letter of October
17th in which you outlined S. 3030, the Commuter Transportation Energy
Efficiency Act of 1980. It is encouraging to those of us promoting
ridesharing at the local level to know that there is solid support for
the concept in Congress.

The five incentives which S. 3030 will offer to individuals and
businesses will, I believe, make employer sponsored rideshare pro-
grams that much more attractive. For individuals, the tax exemptions
you propose in terms of payment from riders to drivers and transpor-
tation benefits accruing to individuals through employer rideshare
programs, will provide somu much needed clarification on current
statutes. Both of these areas are currently rather "murky" and
open to a variety of interpretations. Therefore, I an enthusiastic
about S. 3030 and certainly hope that it will be quickly enacted.

Let me take this opportunity to share some perspectives with
you. For the most part, major rideshare programs have been based in
highly urbanized areas of the country. I do not mean to suggest that
this is inappropriate, but I think the significance of ridesharing in
rural areas is often overlooked. Here in Maine, the average commuting
distance is often more than 20 miles one way. Pay scales are generally
low. Winters can be very rough, making commuting something of a battle.
Gasoline supplies can be, and have been,- easily interrupted. Public
transportation is limited to the "intown" portions of-our largest cities.
As gasoline prices escalate, or if rationing or prolonged shortages
should occur, Maine computers will have a very difficult time trav-
elling to and from work. The effect on our economy could be disas-
trous. All these factors combine to make ridesharing: on an organized,
regional basis, a very important tool for immediate conservation as
well as an emergency contingency tool.

For the above reasons, our office has aggressively promoted ride-
sharing during the last year. We are aware of 127 vanpools nov in
operation and a survey taken last summer showed approximately 18Z of



253

(2)

Maine cowuters travel in carpools. We are pleased by theme results, but
a great dL tl remains to be done.

Your efforts are greatly appreciated. If our office can be of further
assistance, please do not hesitate to contact us.

Cordially,

Jamie Firth

Rideshare Coordinator

JF/mg
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4 CHRYSLERCORPORATION

October 28, 1580

United States Senator Dave Durenberger
United States Senate
Committee on Government Affairs
Washington, D. C. 20510

Dear Senator Durenberger:

Thank you for your letter to Mr. lacocca concerning Senate Bill
S.3030.

We at Chrysler Corporation appreciate and support the Commuter
Transportation Energy Efficiency Act of 1980. The legislation which
you introduced in the Senate will provide the incentives to obtain
our nations wholehearted support for the ridesharing program. You
are to be highly commended for your efforts.

Chrysler Corporation is actively promoting ridesharing programs
throughout our plants by encouraging employees to car pool and van
pool. At present, we have 170 vehicles in our employee van pool fleet.

Chrysler's subsidiary, Van Pool Services, Inc., is providing
third-party van pooling In the states of Minnesota, California,
Colorado, Michigan, Connecticut, Pennsylvania and Washington, D.C.

We recognize van pooling as making one of the greatest contributions
to conserve our nations petroleum products over all other forms of
commuter transportation. The incentives outlined in your bill will
encourageothers to participate.

We strongly support Senate Bill S.3030 and look forward to its
early adoption.

Sincerely,

Presi ent
Van Pool Services, Inc.

TJM/mc

cc: R. Griffin
F. G. Hazelroth

P. O SOX 1113. DEIROIT. MICHIGAN GM231
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MIinnesoia
Department of Transportation
Transportation Building
St. Paul. Minnesota 55155

Office' O CommissIMoner

September 18, 1980

Senator Dave Durenberger
Room 174 Federal Building
110 Fourth Street South
Minneapolis, Minnesota 55401

Dear Senator Durenberger:

As Governor Quie's Ridesharing Coordinator for Minnesota, I want to
take this opportunity to thank you for your efforts to enhance the
desirability of sharing rides. I am convinced that increased car-
pooling and vanpooling offers an economical yet effective means to
reduce gas consumption and adverse effects of high mas prices. I
specifically want to endorse the passage of the Commuter Transportation
Energy Efficiency Act of 1980 (S 3030). Your recommended legislation
addresses the problems we have identified as being barriers to effec-
tive'rideshare programming.

The attached comments on specific elements of S 3030 may be useful
in hearings on the bill. Please let we know if I or my staff can
be of assistance in securing passage of this legislation.

Sincerely,

5.ichard P. Braun

Commiss ioner

Attachment

OCr 19.

An Equol Opportunity Employer
40109

46121296"3000
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MINNESOTA CHAPTER OF NAVPO

November 18, 1980

The Honorable David Durenberger
U.S. Senate
Wanhington, D.C. 20510

Dear Senator Durenberger:

The members of the Minnesota Chapter of the National
Association of Van Pool Operators endorse your bill--S 3030--
The Commuter Transportation Energy Efficiency Act of 1980.

The Minnesota Chapter represents 21 organizations that
provide vanpool services to 4150 employees. We organized as a
group last year to promote vanpooling and other forms of ride-
sharing, to exchange information on mutual interests in van-
pooling challenges and techniques for delivering the most energy
efficient commuter service.

Your proposed legislation can significantly encourage other
employers and individuals to provide this important service.
We believe the tax incentives for employers to provide ride-
sharing services and for purchase or lease of vans by firms and
individuals is a move in the right direction. Another provision
that eliminates the incentives for ridesharing from personal
taxable income will remove a significant cloud that dampens
activity.

If we can be of assistance in your efforts on this bill,
please let us know.

Sincerely,

Harol 2chuebel
Chairman
Minnesota Chapter of NAVPO

P.O. Box 43089, St. Paul, Minnesota 55164
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DULUTHM1USAUE AND IRON RANGE RAILWAY COMPANY
MISSABE BUILW INO .Q0y;TI MINNESOTA 59002

DONALD & SIHANK
VWA~ P091In1 wen $1 "WIL "#""a

November 19, 1980

The Honorable Dave Durenberger
United States Senate
Washington, D. C. Z0510

Dear Senator Durenberger:

The Duluth, Missabe and Iron Range Railway, with operations
in Northeastern Minnesota and the Superior Area of Wisconsin, strongly sup-
ports your efforts to encourage ridesharing as a way to help our country
meet the current energy crunch.

S. 3030, introduced by you and co-sponsored by a number
of your Senate colleagues, would enable companies such as ours to give
serious consideration to van or carpooling as a practical way to get
employees to and from work locations not -enjoying service by existing
public transit, or where such service is inadequate or inconvenient.

I hope this legislation will be favorably reported by the -
Senate Finance Committee, and enacted into law by the Congress.

Sincerely,
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Metropolitan Transit Commission
801 American Center Building St. PalI_ 6tI .a :'46j1 0 612/221-0939

November 20, 1980

The Honorable David Durenberger
Russell Senate Office Building
Room 353
Washington, D. C. 20510

Dear Senator Durenberger,

The Metropolitan Transit Commission (MTC) strongly supports your
recently introduced Commuter Transportation Energy Efficiency Act
of 1980 (S. 3030). This legislation will provide important incentives
for employers to develop and encourage new and continued ride-
sharing efforts.

In particular, we offer the following comments:

" The provision to give tax credits to employers who provide
rideshare programs and services is especially important.
As evidenced through the MTC's ridesharing experience, the
commitment from top management directly increases the level
of ridesharing of its employees. We hope that this particular
provision will encourage more firms, who either have their
own programs or utilize various services of a public program
like that offered by the MTC, to increase their support for
ridesharing.

We would like to ask if it is your intention to have this tax
credit apply to a variety of transit modes. As you may know,
several Twin Cities firms have provided monthly bus pass
discounts to their employees through payroll deduction,
an action that seems consistent with other rideshaiing
incentives included in your bill. We urge you to extend this
tax credit provision to employers for their efforts in
encouraging employees to use regular route transit, subscrip-
tion bus service and buspools.

" The proposal to increase the 10% investment tax credit on
vans used for vanpooling to 20%, liberalizing the restrictions
on personal use, and allowing this credit for third party
vendors who purchase or lease vans are also very important
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The Honorable David Durenberger
November 18, 1980
page two

provisions of this proposed legislation. As you know, the
MTC, the Minnesota Department of Transportation and other
public rideshare programs often contract with a third party
vanpool provider. The tax credit provisions included in the
legislation would be an incentive for both existing and new
vanpoolers since this credit would tend to lower fares.

We commend you for providing the leadership in Congress to enhance
the climate for ridesharing on the national level. Minnesota has
been a leader in ridesharing for the past seven years and your
proposed bill is representative of that leadership.

If we can be of any assistance to you, please let us know.

Sincerely,

Camille D. Andre
Chief Administrator

cc Minnesota Congressional Delegation
Mr. George Thiss
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DEPARTMENT OF ENERGY & TRANSPORTATION
Walkirs Building, 510 George Street

Jackson, Mississippi 39202
601 / 961.4733

November 11, 1980

Honorable Dave Durenberger
United States Senator
Washington, D.C. 20510

Dear Senator Durenberger:

Thank you for your letter of October 17, 1980 and the enclosed
extract from the Congressional Record (vol. 126, No. 125) concerning
S. 3030: The Commuter Transportation Energy Efficiency Act of 1980.

Your efforts are greatly appreciated in this matter, particularly
because we are trying to enact van pool legislation here in Mississippi.
I am currently a Transit Specialist trying to implement the Urban Mass
Transportation Small Urban and Rural Transportation (Section 18) Program
on a statewide basis. In our planning and implementation we are con-
tinually confronted with the need to provide for work trips. Van pools
are the obvious solution, but we cannot fund these.

Would you please consider in future laws, a provision allowing the
Section 18 program to insure loans to van-poolers? We have the necessary
state-wide networks and contacts; we need the funds. The Federal Highway
Administration, Federal Aid highway funds may already be used for this
purpose, but in this state those funds are considered sacrosanct as
"blacktop money."

Please let me know if we can be of assistance to you. In the meantime,
we will keep working on our state program.

Aincerely,

hen Higgc 

Transit Specialist

SH/jc
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December 1, 1980

The Honorable David Durenberger
Russell Senate Office Building
Washington, D. C. 20510

Dear Senator Durenberger:

After reviewing your proposed legislation, S.3030 - Commuter Transportation
Energy Efficiency Act of 1980, I strongly support the passage of this bill.
The need to develop our ridesharing potential is paramount, and this
legislation offers effective incentives to encourage employers and individuals
to promote and participate in a ridesharing program.

As indicated in your legislation, ridesharing is an energy-saver and a
money-saver. As a special mode of transportation it has been emerging as
a key strategy toward solving today's problems concerning energy, environ-
ment, and transportation. With the continued possibility of fuel shortages
and the increasing cost of owning and operating an automobile, ve cannot
afford not to rideshare.

As highways become more crowded and fuel costs continue to rise, ridesharing
will increasingly offer the most attractive option, and your legislation
provides a means to encourage its use.

The City of Springfield, Nissouri is in the process of implementing a ride-
share progrI for the city and the surrounding communities. The passage of
your bill would greatly enhance our efforts by increasing the attractiveness
of ridesharing. The City Council has passed a resolution endorsing your proposed
legislation, and I an enclosing a copy of this resolution.

You have our support-for your continued efforts in the promotion of ridesharing.

Sincerely,

5en Boles, AICP,PE

Director of Planning

Planning Department

830 Boonville Avenue
(Sirg7ieFld, Mssouri 65801
(7) 64-161 1

DS/jb

Enclosure
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Pub. Imp.
Govt. Grnt.
Emer.
P. Hrngs.

Pg.. %____AP _

Filed:

Sponsored by:

COUNCIL BILL NO. go- 4 9 RESOLUTION NO. W" 7/O

A RESOLUTION

ENDORSING the Coummuter Transportation Energy Efficiency Act of 1980.

WHEREAS, the Comuter Transportation Energy Efficiency Act of 1980

has been proposed to the United States Senate by Senator David Durenberger
of Minnesota; and

,.WHEREAS, the bill sets forth incentives to encourage ridesharing
among individuals and to encourage employers to sponsor rideshare programs.

NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SPRINGFIELD,

MISSOURI, as follows:

That the City Council does hereby endorse the passage of the Co-uter
Transportation Energy Efficiency Act of 1980.

Passed at Meeting: 1. /9,

Attest: i/ (A . City C1 erk

Approved as to Form:

Approved for Council Manager
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Transportation Department
Parking and Transit Division

City ol Kansas City, Miu ri 24th Floo City Hal
Headl of AmericaKassft sa 40OW718

November 7, 1980

Senator Dave Dlurenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I have received your proposed legislation, Senate Bill #3030,
to amend the internal Revenue Code to provide positive tax incen-
tives to individuals and orgainizations who wish to purchase vehi-
cles for ridesharing purposes.

The City of Kansas City, Missouri actively promotes regional
ridesharing program. Therefore, I will be following Senate Bill
#3030 with interest.

As a member of the Missouri Governor's Task Force on Ride-
sharing, I will present this legislation to the Task Force for their
rec6mmended action.

Sincerely,

Harold E. Bastin
Assistant Director of Transportation

HEB/sjg

cc: John D. Franklin
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November 12, 1980

U. S. Senator Dave Durenberger
United States Senate
Washington, 0. C. 20510

Dear Senator Durenberger:

Thank you for requesting our Input to S. 3030, The Commuter Trans-
portation Energy Efficiency Act of 1980. 1 have previously had an
opportunity to review the bill, and feel that it will provide significant
encouragement to employers who are interested in promoting employee ride-
sharing.

In our dealings with local employers, we have found them to be highly
receptive to the promotion of ridesharing. Their major concern was that
there has previously been little recognition or support from the federal
level. This type of support is vitally important in providing an incentive
to employers to continue and expand their ridesharing programs, and I
believe S. 3030 will go a long way towards solving this problem.

My only suggestion is that if, (or should I say when), S. 3030 is
passed, information on how employers and individuals may qualify for these
tax incentives should be distributed to all ridesharing agencies. Then
we, as local advocates, can follow-up by insuring that the appropriate
persons locally are made fully aware of the benefits of the bill.

Thank you for your interest and concern, and please let us know if
we can be of any assistance to you in this area.

Sincerely,

Program Supervisor

SF/er

2615 COMING STREET * OMAHA. NEBRASKA 68131
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November 5. 1980

Senator Dave Durenberger
The United States Senate
Washington, D.C. 20510

Dear Senator Ourenberger:

Speaking for the staff of
we are excited about your bil1,
Energy Efficiency Act of 1980.

Lincoln's Carpool/Vanpool Program,
S. 3030, the Commuter Transportation

As ridesharing professionals promoting and coordinating an
employer based program, we know employer incentives are needed and
S. 3030 provides this with the tax credit for the employer sponsored
ridesharing program. To date, the strongest employer programs are
due to 'social responsibility' on the part of the company. The tax
credit rewards these firms and provides excellent incentive for
prioritizing ridesharing at the top management level.

We are also very pleased to see the gas tax deduction provision
for carpools and the individual tax credit which applies to work
trip vehicles carrying eight adults plus the driver. This definition

should cover some of our 'dedicated* carpools purchased by pool members
for long commutes-: A case study provided by an individual we assisted
is enclosed.

Nebraska tends to be a low density area with longer trips from
the rural areas to work locations. This bill assists these persons -
so they may not be forced to relocate which often creates another
type of financial burden.

Thank you for providing information on the Commuter Transportation
Energy Efficiency Act. We are confident that the employer provisions



Senator Dave Durenberger
Page 2
November 4, 1980

will greatly increase ridesharing interest among employers which will

facilitate employee need.

Sincerely,

LINCOLN'S CARPOOL/VANPOOL PROGRAM

Linda Ahi man

Administrator Assistant

Enclosure

cc J. James Exon
Edward Zorinsky
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CHARLES P. BRECHLER
MauwkV Lnee'

October 29, 1980

Senator David Durenberger
United States Senate
Washington, D.C. 20510

Rge S. 3030, TKE CONMUTZR
1980

TRANSPORTATION ENERGY EFFICIENCY ACT C

Dear Senator Durenbergert

Thank you for your letter of October 17, 1980, informing me of your
sponsorship of the above referenced bill, which would provide for se-
veral new tax incentives to encourage commuter rideaharing.

Legislation of this kind is certainly in order and timely. Unintended
legal impediments to rideshari-ig must boi overcome if progress Is to be
made in our efforts to reduce oil consumption, air pollution, and
highway congestion.

The tax incentives will provide great encouragement to the formation
of vanpoole, especially mployer-sponsored vanpoola. And I think the
fact that members of Congress, such as yourself, who are addressing
the problem constructively will add significance to the importance of
ridesharing.

Such leadership will encourage employers and state legislatures to be-
come avare of the need to support ridesharing. In Nevada, for example,
Chapter 706 of the Nevada Revised Statutes does not provide exemption*
for private owner-operated vanpools from regulations of the Public
Service Commission applicable to major common motor carriers such as
bus companies. Issues of workman's compensation liability and over-
time minimum wage liability regarding flexible work hours to accom-
modate rideshares also require attention.

7-M 0-81--18
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REGIONAL TRANSPORTATION COMMISSION

8. 3030, MM COWZZ TRANSPORTATION 02W, mZCICUCT ACT OF 1980
October 29, 196
P40 2

I wish you success vith your eadeavors Ln thi matter. if I can be of

asimtanoo, please do not hesitate to ask.

Yery truly your&,

COAL" P. 5RDCKL5R, P.3.
Hanging Vngineer

DAVID lEACd
Nanagement Analyst

dks

ect U.S. Senator Paul Laxalt
U.B. Senator ovard W. Cannon
U.S. Congressman James Santini
State of Nevada Department of Xergy, Attn. Noel Clark, Director
Nevada Governor Robert List
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September 10, 1980

Senator David Durenberger
Russell Senate Office Bldg.
Poo" 353.
Vashington D.C.

Dear Senator&

Your bill S-)030 concerning the Commuter Transportation Energy
Efficiency Act of 1980 shows a remarkable sense of creativity in regard@
to energy conservation.

Not only does the bill provide for a more efficient act of energy
conservation by the american people but also it gives the Transit Author-
ity a marketable tool to sell a program which we are currently pursuing.

The program itself i called Quick Pass. It is outlined in the
brochure enclosed. Please read the brochure to get a better understanding
of what the Transit Authority is doing to get to citizens of Manchester to
take part in mass transit.

It is the duty of every American citizen to stop vesting and start
saving our precious fuel.

Your bill provides an incentive for American business to start crea-
tively thinking of ways to save. Ite Manchester Transit Authority thanks -
you for your effort.

Your efforts in passing this bill will be supported by the Manchester'
Transit Authority.

Sine ely'

Herbert Pence

General Manager

HP/lJs

Enclosure
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FEDERAL
150 AVENUE L

PACIFIC ELECTRIC
0 NEWARK. NEW JERSEY 07101
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November 7, 1980

Senator D. Durenberger
U.S. Senate

Washington, D.C. 20510

As a member of a company vanpool, I want to acknowledge support
for Senate bill S.3030 (The Comuter Transportation Energy Efficiency
Act of 1980). Your bill will be an incentive for other company and
individuals to form ride sharing programs.

I know our program at Federal Pacific Electric has been a great
success during the past year.

Sincerely,

Lou Fre~

LF:dma

cc: Senator H.A. Williams
Senator Bill Bradley
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STATE OF NEW MEXIO

ENERGY AND MINERALS DEPARTMENT
ENERGY CONSERVATION AND MANAGEMENT DIVISION

...

November 6, 1980

0
em

The Honorable Dave Durenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I was extremely pleased to have received the Informatio regarding
Senate B111 3030. It is obvious that you and your colleagues are
aware of the difficulties involved in convincing American comuters
to change their habits. Your provisions, If accepted, will be in-
valuable in promoting the concept of ridesharing, and should be
recognized as a significant step towards alleviating our energy and
air pollution problems.

Copies of your material will be forwarded to other interested agencies
and individuals to afford them the opportunity to voice their support
of your endeavors. Please notify me if there Is anything more my
office can do to further this effort.

f s i E 

ly 
,

da Wampler
dining Specialist
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gity of ghavlotte

November 1?, 1980

Honorable David Durenberger
United states Senate
Vashington, D. C. 20510

Dear Senator Durenbergers

The City of Charlotte sees ridesharing serving a major role in transportation
for the future. We have bad an active rideshare program in this area snoe 1978
and plans are underway to expand ridesharing activities.

A key factor to the success of any rideshare program is the Incentives available
to employer sponsors and individual computers.

The City of Charlotte supports Senate Bill 3030, the Computer Transportation
Energy Efficiency Act of 1980. This legislation would provide several new tax
incentives to encourage ridesharing for the computer trip. The incentives are
offered to those who do rideshare as opposed to restricting persons who do not.

This legislation has potential for positive impacts on energy, airquality and
congestion without taking anything away from those who choose not to take
advantage of the incentives.

I believe that SB 3030 will make a significant contribution to both local amd
national energy and transportation policy.

Sin rely,

EDDIE 
IA
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November 3, 1980

The Honorable David Durenberger
United States Senate
Russell Senate Office Building
Washington, DC

Dear Senator Durenberger:

This is in response to your October 17 letter regarding legisla-
tion to encourage ridesharing. The sort of legislation which
you and your colleagues in the Senate are supporting is precisely
what is needed to stimulate aggressive ridesharing throughout
the nation. The provisions for tax exclusions and tax credits
for car pools and van pools are sorely needed incentives to
arouse public interest in such programs. I commend you and your
fellow senators on your efforts in pursuing this timely recourse.

The North Dakota State Highway Department is also doing its
share of energy conservation. Of the approximately 400 employees
of the Highway Department's central office building, in Bismarck,
over 50 percent are eithercar pooling, van pooling, bicycling
or walking to work;-

On another point, I would like to correct the number of Highway
Department sponsored van pools in North Dakota. Your listing in
the Congressional Record shows only 13 pools. I am pleased to
say that we now have 51 vanpools successfully operating in the
state. With the high cost of financing (15% to 20% interest) for
private automobile loans, government sponsored van pooling has
become a-very sensible alternative to purchasing smaller, limited
capacity passenger cars.. -Under our present van pool program, we
provide 75 percent interest-free loans to employers or individuals
for van purchases by use of federal highway funds. I am certain
that we would see an even greater interest in van pooling if
Congress would change the funding requirements so that 90 percent
interest-free loans could be offered, as was the case when the
program was first established.
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The Honorable David Durenberger

November 3, 1980

In addition to the interest free loans, now available, any tax
incentives provided would greatly benefit the national effort
to conserve energy in transportation.

Therefore, I wholly support your attempts to introduce this
worthwhile legislation.

Sincerely,

Bill 

Weimer

Public Transit Coordinator
Transportation Services Division

WW/sf
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ComniSo.. 
October 31, 1980

The Honorable Dave Durenberger
United States Senate
Senate Office Building
Washington, D.C. 20510

Dear Senator Durerberger:

Thank you for forwarding the proposed legislation (S 3030) for comuent.

The Mid-mio Regional Planning Cammission supports additional incentives
to expand the constituency for Ridesharing. We will indicate our support
to Senators Glenn and Metzenbaum and request an affirmative vote.

From my recent experience assisting major employers in the Columbus
metropolitan area, I have found that a number of corporations are willing
to sponsor Rideshare programs but are reluctant to underwrite total
administrative costs. Tax credits based upon employee participation
levels and the 10% energy credit increase will significantly expand
oiprany sponsorship in this region. At the present time, the 10% energy
credit is considered too minimal to justify the paperwork for submittal.

Currently the Ohio Association of Regional Councils is introducing state
legislation to remove existing statutory restrictions which impede
Ridesharing. New Ohio legislation in conjunction with IRS incentives at
the federal level will greatly accelerate the formation of Rideshare
programs as energy costs continue to increase..

I wish you much success in this endeavor.

Very truly yours,

Dorothy W. Cousineau

Regional Ridesharing Coordinator

MC/kd

cc: Mohamed Ismail-
D. Bruce Mansfield
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THE TUtA METROPOLITAN AREA PLANNING COMMSSON

200 CIVI CENTER
TUtSA, OK(A4OMA 74103

November 18, 1980

Honorable Dave Durenberger
U. S. Senator
Ruseall Senate Office Building
Washington. D. C. 20510

Dear Senator Durenberger:

You have our deep appreciation and support for your interest in ride-
sharing as an effective means of reducing energy coOsumption, air pollution
and traffic congestion.

We strongly support Senate Bill 3030 as an effective step in encour-
aging private firm to expand their ridesharing efforts. The tax credits

you propose vill give the private sector, both companies and individuals,
the needed incentive to begin the ridesharing effort.

The lack of adequate transportation prohibits potential employees
from traveling any length of distance to a labor market. With rideshar-

ing, employers can attract employees from distant labor markets and the

financial limits of feasible transportation viil be lifted. This can
only serve to boost our economy.

If our Ridesharing office can help you in any vay, please let us
know.

Sincerely,

[At&aAea4
Dudlee Darnell
Rideshare Coordinator

DD:de
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Department of Transportation
TRANSPORTATION BUILD DING. SALEM. OREGON 97310

September 17, 1980
fts NO-,

PLA 10

The Honorable David Durenberger
United States Senator
353 Russell Senate Office Building
Washington. D. C. 20510

Dear Senator. Purenberger:

The Oregon Depirtment of Transportation is developing a
statewide ridesharing program. We will be working with
our legislature to provide many of the incentives to ride-
sharing that are contained in your Comuter Transportation
Energy Efficiency Act.

The leverage that will be provided to our ridesharing pro-
gram by S. 3030 will help make the success of ridesharing
in Oregon even greater. It is important that these Incen-
tives are establ ished. Ridesharing will sell itself once
it gets going, but it needs a little push. S. 3030 will
certainly help to provide that push.

Sincerely,

Director
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'NIoo AMLROAD COMPANY
" R. . I ,i . ,

U. N. 6EIPLER EAST PITTSBURGH, PA. 15112

November 14, 1980

The Honorable Dave Durenberger
United States Senate
Senate Office Building
Washington, D.C. 20510

Dear Senator Durenberger:

The Union Railroad Company, with operations in Allegheny County
(Pittsburgh District), Pennsylvania, would like to go on record as being
strongly in favor of S.3030, which would provide certain tax incentives
to encourage carpools and vanpools. You and the eight colleagues who
joined you in sponsoring this legislation are to be commended for this
forward-looking effort to help employers Justify such pooling arrangements.

Our company is seriously considering car and/or vanpooling incident
to a proposed major new work facility not served by existing public transit
routes, and S.3030 would be most helpful to us in Justifying the provision
of some form of pooling for the many employees involved.

We feel that thousands of businesses, nationwide, would find S.3030
an incentive to investigate the merits of ridesharing, which should go a
long way toward helping the nation solve its energy problems.

Sincerely,

General Manager



279

WEBOEME RAN D LAKE j9 IVE RAILROAD COMPANY

600 GRANT STREET P P. 0. 5OX re i' PITTSBURGH, PENNSYLVANIA 1S230

M. SPALDINO TOON November 19, 1980

Honorable Dave Durenberger
United States Senate
Washington, DC 20510

Dear Senator Durenberger:

The Bessemer and Lake Erie Railroad Company is greatly
interested in S.3030, introduced recently by you and several
colleagues, which would provide tax incentives for ridesharing
through the use of carpools and vanpools.

Our company, which operates in Western Pennsylvania and
Northeastern Ohio, is considering the possibility of utilizing
car and vanpooling in getting employees to and from work loca-
tions not served by public transit. The provisions of S.3030
would not only assist the Bessemer and its involved employees
in justifying economically these possible pooling arrangements,
but would also represent a significant reduction in the consump-
tion of gasoline as a contribution toward solution of the nation's
energy crisis.

We strongly urge favorable consideration of this legisla-
tion by the Congress.

Sincerely,

President
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NORTHUMBERLAND COUNTY PLANNING COMMISSION
SECOND & CHESTNUT STREETS * COURT HOUSE ANNEX

SUNBURY, PENNSYLVANIA 17801

October 24th, 1980

The Honorable Dave Durenberger

United States Senator

United States Senate

Washington, D.C. 20510

Dear Senator Durenberger:

I am in receipt of your letter of October 17th, 1980 in regards

to the introduced Senate Bill 3030, the Commuter Transportation Energy Act

of 1980. The Northumberland County Planning Comthission is in support of

any incentive which promotes and encourages a ride-sharing program. At

present Northumberland County is actively involved in establishing a vanpool

for County employees. Due to the fact that the County is composed of many

rural areas and only three municipalities having a population of 10,000,

many transportation problems exist. Private commuter bussing has been tried

many times, all being unsuccessful. The only feasible method of coruuter

transportation seems to be with carpools and/or vanpools. Mass transit

systems that work in larger urbanized cities do not lend themselves to any

economically feasible system in areas with rural characteristics.

Enclosed is a copy of a survey taken by the Planning Office deter-

mining those employees interested in a proposed vanpooling program. 85% of

those surveyed (total surveyed: 172) were in favor of such a system. 48%

currently ride in a carpool, which demonstrates that the interest and need

exists and therefore have resorted to developing their own method of ridesharing

with additional incentives. We feel that this percentage would increase sub-

stantially and further decrease our nations current energy consumption.

With new legislation and innovative programs initiated by government

agencies, the country can significantly reduce our dependency on oil-producing

countries. If this office can be of any further assistance, please feel free

to contact us.

Sincerely yours,

Keith A. Lloyd

Assistant Planning Director

NCPC
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October 31, 1980

Senator Dave Durenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

As Coordinator of the Sun Ship Inc. Van Pool Program, I
was very pleased to hear about bill S. 3030 which you recently
introduced to the senate. We at Sun Ship have been leasing ten
(10) vans during the past year for the purpose of ridesharing
for our employees.

The program has been a big hit with both management and
employees, however, because of spiraling cost of fuel and
vehicle leasing we have been forced to raise our charges to the
riders, however, in this increase we are still not certain that
all of our cost will be covered. I feel that the tax credits
mentioned in bill S. 3030 would help our program a great deal.

Bill S. 3030 if enacted would be a big push for ridesharing
and energry conservation. Best of luck to you Senator.

Sincerely,

EDWARD J. KORDALSKI
Human Resources Representative

EJK/pd

Sun Ship, Inc. Chester, Pennsylvania 19013 0 Telephone: 215-876-9121 0 Telex 83-4226
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CITY OF RAPID CITY --.- _

SOUTH DAKOTA 57701

In the Beautiful Black Hill.
10 V131

STATUTORY PLANNING COMMISSION
CITY PLANNING DEPARTMENT

2 MAIN STRIUT
RAPO CrTY. $OVTN OAKOTA 77M

?ELIPWOUL AC SOS24t26

October 27, 1980

Honorable David Durenberger
Russell Senate Office Building
Washington, DC 20510

Dear Senator Durenberger:

Thank you for your letter of October 17, 1980 Invit ing me to comment on
S. 3030, "The Commuter Transportation Energy Efficiency Act of 1980". 1
strongly support this legislation as I feel that it is an important step in
encouraging expanded ridesharing activities. The incentives provided by this
legislation could have very positive energy conservation (and financial) impacts;
especially in our more "rural" states such as South Dakota. South Dakota
probably has more miles of roads per capita than any other state in the
union. Yet, due to our small population, the financial resources available to
maintain our highway system are very limited. Any incentives which would
encourage more efficient utilization of our highway system merit special
cons i derati on.

Unlike odd-even or minimum purchase requirements, or gasoline rationing, which
are almost punitive responses to the energy problem, ridesharing is among the few
strategies which represent a positive, personal approach for dealing with
a critical -problem.

In terms of other legislative actions which could facilitate and encourage
ridesharing, I feel that motor carrier and insurance laws should be modified
to address the special status of carpools and vanpools. Specifically, ride-
sharing vehicles should be exempted from the laws requiring motor vehicles
transporting passengers for compensation to qualify as common or contract
carriers.

If you would like any information on our local ridesharing programs or if I
can be of any assistance in your efforts, please feel free to call me.

Sincerely,

Robert W. Stokes, AICP

Senior Planner

RF/ps

cc: Mayor LaCroix w/ enclosures
Senator George McGovern w/enclosures
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November 17, 1980

The Honorable David Durenberger
The State Senate
Russell Senate Office Building
Washington, 0. C.

Dear Senator Durenberger:

I agree with your statement that ridesharing
offers a most significant contribution to solving
our nation's energy problems. I further agree
that your proposed Commuter Transportation Energy
Efficiency Act of 1980 will enhance the ridesharing
movement in this country.

The MTA bas recently initiated a comprehensive
ridesharing program with the intention of promoting
ridesharing to citizens of the Metropolitan Nashville
area. Our first year goals include involving 50 major
employers in the ridesharing program, increasing
ridesharing among employees by 10-20%, and reducing
energy consumption and air pollution associated with
employees work trips by 10-20%. These are achievable
goals if the support for ridesharing is strong enough
to induce the major employers in Nashville to parti-
cipate. The tax incentives provided in your proposed
legislation would definitely support our efforts to
encourage individuals and major employers to partici-
pate in the MTA ridesharing program.

MTA supports the concept of ridesharing as an
energy efficient means of transportation. MTA will
continue to promote-ridesharing and provide active
support on behalf of your proposed legislation. Let
me know if I can be of further assistance.

Yours truly,

Dr. Ralph H. Hines
Chairman

RHH/bgt

cc: Bill Boner
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Memphis and Shelby County
kOtfice -of Planning and Development

CITY HALL 1t NORTH MAiN sT. memnHIS.TENNasUs Uio (ONJ) 5f-dO

October 31, 1980

The Honorable Dave Durenberger
United States Senator
United States Senate
Washington, D. C. 20510 Res Senate Bill S.3030

Dear Senator Durenberger:

Thank you for providing our office with a copy of Senate
Bill S.3030. It is our understanding that the bill was intro-
duced on August 6, 1980 and, if enacted, it would amend the
Internal Revenue Code to provide increased individual and em-
ployer tax incentives for ridesharing arrangements. Based on
a close examination of the text of this proposed legislation,
we believe that S.3030 has considerable merit. Passage of
the bill would (1) help promote and expand ridesharing pro-
grams' across the nation, and (2) establish a federal precedent
which may encourage state governments to remove legal and regu-
latory barriers to ridesharing arrangements.

The Memphis-Shelby County Office of Planning and Development
and the Tennessee Energy Authority. have sponsored an employer-
based ridesharing program-in the Memphis area since 1979. Al-
though the program-ia new: we have already observed the mani-
fold benefits that can accrue to employers, employees, and an
entire community through the encouragement of carpooling and
vanpooling. As a result of the Memphis Rideshare Program,
which has so far cost $75,000, over 1400 commutera-have begun
carpooling, vanpooling, or riding-public transit to and from
work. Expressed on an annual basis; the benefits associated-
with this increased ridesharing includes 405,300 gallons of
gasoline conserved; 365 tons of carbon-monoxide air pollution
removed; and, over $1,000,000 in commuting costs saved. It
has been calculated that the cost to conserve one barrel of
oil through the program has been $1.14.
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D. Durenberger
October 31, 1980
Page 2

As you must know, the impressive benefits realized through
the Memphis Ridesharing Program are not unusual. Rideuharing
programs across the country are producing significant energy
savings while simultaneously reducing air pollution, traffic
congestion and parking demand. The fact that these programs
accomplish all of these benefits in a manner that returns more
in terms of savings to commuters and employers than the cost
of the programs is, at the very least, noteworthy.

The tax incentives for ridesharing that would be created by
the passage of Senate Bill S.3030 would provide a valuable
boost to ridesharing programs such as ours. The incentives
would make it easier for state and local ridesharing agencies
to market carpooling and vanpooling to employers and their
employees. In our experience we are finding that employers
are coming to recognize that the current availability of rela-
tively low-cost fuel is, at best, a short term proposition,
and that the transportation of employees is a legitimate con-
cern. But because of actual or perceived legal and regulatory
barriers, many employers are initially reluctant to get in-
volved in vanpooling and carpooling. With provisions for a
business energy investment credit for purchase of qualified
commuter highway vehicles, and an employer tax credit to de-
fray the administrative costs of an employer-sponsored ride-
share program, S.3030 may prove to be a deciding factor in
encouraging many of these businesses to test the economic
feasibility of ridesharing arrangements.

Another consideration is that passage-of S.3030 may encourage
state governments to remove legal and regulatory impediments
to ridesharing arrangements. This is because state tax laws
and rulings generally rely upon the basic federal definitions
of "gross income," "adjusted gross income," and "taxable in-
come" as a basis for calculating state income taxes. While
not certain, it is likely that many states will follow the
federal precedents whichwould be established by S.3030 in
determining the tax consequences of ridesharing arrangements.
This would create an added boost for ridesharing programs in
many areas of the country.

In sum, Senate Bill S.3030 is an opportunity for the federal
government to effect legal and regulatory changes that will

.7, 4
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D. Durenberger
October 31, 1980
Page 3

help to promote ridesharing arrangements, and 8.3030 should
make a significant contribution toward a stronger, more
Integrated national energy and transportation policy., We
encourage you and your colleagues to continue to work towards
passage of 8.3030.

Sincerely,f

ray~ryNAlan D. GreP A
Rideshare Program Coordinator

ADtmmi
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SENATOR DAVID DURENBERGER
WASHINGTON DC 2011

S UBJECT ENDORSEENT OF $3030
DEAN SENATOR DURENBERGER
ON BEHALF Or THN SOARD OF ,.RmECIORs IN THE$.394CURREKNT ENe[R OF THi
NATIONAL ASSOCIATION OF VAN-POOL OPERATORS I.WISH'To EXPRESOUR
APPREICATION TO YOU AND YOUR COLLEAGUES FOR INTRODUCING *:%F'S
THE NAVPO BOARD UNANIMOUSLY [NDOR$E THE LE@ISLATIO NANDYOUR EFFOTS
IN SUPPORT of Rot SHARING IN GENEAL AND VAN'POOLINI-IN PARTICULAR
AT THEIR OUARTERLY BOARD MEETING OCTOBER iOell OTHcP STRON$
ENDORSEMENTS 14AVI SEEN VOICED $y.INDIVIDUALI IN REGICNAL-CHAPTER8 WE
ANICIPAVE MANY Of OUR MINERS WILL INDIVIDUALLY CXPACS THEIRENDONSEMENT-10 THEIR LOCAL SENATORS AND OtIP ENTAT|VEI.AWD R[OU[ST

THEIR SUPPORT FOR PASSAGE
THANK YOU AQAIN FOR YOUR UNDERSTANDING OF THE'PROBLENS.OF RIDE
SHARING AND YOUR EFFORTS TO ALLEVIATE THEN WE SINCERELY BELIEVE THAT
PASSAGE OF THIS LEGISLATION kILL STIMULATE AND [NCOURAAP ADDITIONiL
GROWTH IN SHARED MODES OF COPMUTER TPANSPORTSTION AND 11 IN THE BEST
NATIONAL IIEREST AS PART Of THE STRUGGLE FOR ENERGY INDEPENDENCE
REDPECIFULLY

ED MARKS EXECUTIVE DIRECTOR NAVPO
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TEXAS -

EASTERN - ,,, t
Transmisslon"Corporatlon

November 11, 1980

The Honorable David Ourenberger
United States SenateWashington, DC 20510

Re: Support of S.3030
Comuting Transportation
Efficiency Act of 1980

Dear Senator Durenberger:

Encouragement of ride sharing subsidies to employees through favorable tax
legislation for sponsoring employers, such as S.3030, is an effective energy
conservation measure.

Texas Eastern's Ride Share Program now involves 1,188 Houston office employees
(66%):

RIDE SHARING EMPLOYEES
(10-01-80)

PROGRAM PARTICIPANTS

Car Pool , 184
Bus 392
Van Pool 612
Total Ride Share TTM

These programs represent considerable expense to the Company, but are a necessary.
part of the modern, energy conscious, socially aware business environment.

Increased employer sponsorship of ride sharing will produce mediate energy
savings and contribute to the long term energy awareness among all employees.

Sizrely,

C. "il"
AH ragter
Administrative Services

P.O. BOX 2521 HOUSTON IEXAS 77001 (M13) 750-3131
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RiidM November 26, 1980

The Honorable David Durenberger
United States Senator
Senate Office Building
Washington, D.C. 20510

Dear Senator Durenberger:

United Services Automobile Association (USAA) recently
received a copy of S.3030 which you introduced to pro-
vide tax incentives for ridesharing. As a member of
the National Association of Vanpool Operators, USAA
strongly supports the bill as an effective step in
reducing the nation's energy consumption.

In 1977, USAA instituted a Vanpool Program for its
employees to supplement our existing Carpool Program.
To-date, we have some 320 carpools and 100 vans serving
2,150 employees and saving an estimated 620,000 gallons
of gasoline annually.

The tax incentives outlined in S.3030 will undoubtedly
encourage both individuals and private firms to expand

-ridesharing efforts. USAA supports this legislation as
an incentive to ridesharing, which we feel is one of the
quickest and most cost-effective means of reducing
energy consumption, and we want to commend you for your
efforts in this area.

Sincerely,

ROBERT F. McDERMOTT
President

USA USAA &Aiding* San Antono Tun 782M
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TEXAS ENERGY AND NATURAL RESOURCES ADVISORY COUNCIL
200 EAST I8TH STREET, AUSTIN. TEXAS 78701

September 24, 1980

The Honorable David Durenberger,
Minnesota Senate
S. 550 East, Butler Square Bldg.
100 N. 6th
Minneapolis, Minnesota

Dear Senator Durenberger:

I was very pleased to learn that you had introduced the
Commuter Transportation Energy Efficiency Act (S.3030)
to the Senate Finance Committee. I strongly support this
bill and believe it will greatly encourage the ridesharing
effort.

Since Texas, like Minnesota, has a
in the area of vanpooling, I would
with any information or figures in

Respectfully,

a Nes P. McIntyre 

Pbgram Coordinator

JPM/gd

great deal
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support of

of experience
provide you
this bill.
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Applied Ridesharing Technology Inc.
6 N Sixth Stre Richmond. Viiginla 23219
W4-649-1600

MO01 29 AN 7" I

I
I
I

I October 27, 1980 1
* Honorable David Durenberger

Russell Senate Office Building
Washington, 0. C. 20510

Dear Senator Durenberger:

As prram manager for the Richmond area ridesharing program, COMPOOL,
I feel S. '030, the Commuter Transportation Energy Efficiency Act of 1980,
wouTFW "Y1D1 interest to the Employee Transportation Coordinators.. ' (ETC$) in the Richmond area.""

I am enclosing the list of firms, and their respective ETCs. participating
in ridesharing programs. By approaching each firm, you should be able to
enlist support for S. 3030.

COMPOOL has actively sought to institute ridesharing programs at the
employer level as a self-help proposition, and S. 3030 will be a valuable
tool in this effort.

• Please keep COMMO( informed as to the progres of S. 3D30. Thank you.

Sincerely.

Philip L. Winters
Program Manager

I Enclosure I

OI
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L P E I IN rU L A
PLANNING OI1TIIICT COMMISSION

aOl1 CUNN;NOHAM ORIVE HAMPTON, VA 23885

A..004 -83e 4499

November 20# 1980

Honorable David Durenberger
United States Senator
Washington, D.C.

Dear Senator Durenbergers

The Peninsula Metropolitan Planning Organization
supports the intent of S.3030, the Commuter Transportation
Energy Efficiency Act of 1980, which would provide several
tax incentives to encourage computer ridesharing.

Many. large-firms, including Newport News Shipbuilding.
and Dry Dock Company, Inc., the largest private employer
in the Commonvealth of Virginia, are located in this region.
In addition, the Peninsula area is also actively involved
in a major ridesharing effort, directed by tM mass trans-
portation operator in the urbanized area the Peninsula
Transportation District Commission. This proposed
legislation could have a significant impact on ridesharing
effdrts-in this region.

Thank you for the opportunity. to comnent- on the
proposed legislation. When enacted, it should greatly
assist the energy conservation and air quality goals of
urban areas thoughout the nation.

Sincerely yours,

4_ . Cochran

Executive Director

UMCz arc
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October 21, 1980
I3A -D0T 23 !.1 "

3900 DeSoto Court
Woodbridge, Virginia 22193°

The Honorable Dave Durenherger
United States Senator
Committee on Finance
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

The Virginia Van Pool Association is a non-profit organization for
Virginia Van Pool owners and operators. Since its beginning in March,
1979i our register of Northern Virginia Vans has grown to over 250
with new ones beginning at about a dozen per month.

The efforts of the VVPA have been directed toward all aspects of Van
Pooling, including financing, operations, insurance, ride matching,
standard rules, legislative efforts and fuels. We are the largest
organized group of independent (owner/operator) van pools in the
United States. Recently VVPA was chosen to receive a Presidential
Energy Efficiency. Award. It .will be presented in San Francisco on
October 23rd.

Members of the VVPA have-been working closely with local, state and
federal officials to provide assistance and insight into the succes-
sful operation of owner/operator van pools. The consensus of the
membership support your concepts included in S. 3030 that you so
kindly provided. There were some reservations however, to the In-
clusion of small (less than eight) commuter vehicles under the program.

The VVPA would be more than happy to provide any additional information
regarding-our operations or members would be available for public testi-
mony regarding van pools.

Respectfully,

An . Oehlenschlager
President
Virginia Van Pool Association
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STATE OF DEPARTMENT OF TRANSPORTATION KF-01
WASHINGTON ftwmv A*yiswn BuI n O ahftwo W *O Mm

Oaw," ,, .., -. November 20, 1980

The Honorable Dave Durenberger
United States Senator
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I wish to thank you for forwarding, for my review, information per-
taining to S.3030, the Commuter Transportation Energy Efficiency Act of
1980 relating to new tax Incentives to encourage ridesharing for commuting.

I believe this proposed Act certainly would provide a considerable
incentive to encourage vanpooling for the private sector employers,
individually-owned vehicles, and third-party operators, as well as the
incentives proposed to encourage carpooling.v Financial incentives, I
believe, are a key factor to provide the necessary catalyst to greatly
expand vanpooling and carpooling activity nationwide.

It maybe of interest to you that the Washington State'1980 Legislature
passed HB 1508 which exempts the sales or use tax and the Motor Vehicle
Excise Tax for vehicles used for vanpoollng by seven or more on a regular
basis.

Sincerely,

ROBERT S. NIELSEN
Assistant Secretary forPubl Trans o ntng

By:. GE L. SMITH, Manager
Pu b'c Transportation Office

GLS:lc
LR
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October 28, 1980

The Honorable Dave Durenberger
Old Senate Office Building
Washingtont D.C. 20510

Dear Senator Durenberger:

Thank younfor'correspondence dated October 17, 1980 explaining
S. 3030, the Commuter-Tronsportation Energy Efficiency Act of
1980. Ridesharing activities are an essential. element .in. the
adopted TtaospotatLi ioPlan and the adopted 'At 'Oca1i t laoleaenta-
tion Plan for the Spokane uetropolltan area. Hence, legislation
which vll benefit and extend the use of this necessary trans-
portation "mode" is supported and encouraged by the Spokane Re-
gional Planning Conference's urban Transportation Planning; Process.

We vili appreciate receiving future information and the' status on
pending egislation.

Very truly yours,

Robert A. Vaughan, P.E.
Transportation Study Director

RAY/jf

ADDRESS REPLY TO.-SPOKANE REGIONAL. PLANNING CONtERENCE. ROOM 353. CITY HALL. SPOKANE, WASHINGTON 9M20

*



R E PLDS ALUMINUM
REYNOLDS JETAtS COMNjy - 1620 EYE STREET. N.
WASHINGTON, D.C. 20006 202/833-3780

November 24, 1980

The Honorable David F. Durenberger
United States Senate
Washington, D. C. 20510

Dear Senator Durenberger:

I wish to acknowledge your letter of November 12 to
Mr. Edward T. Duffy of our Company concerning your bill to
provide tax incentives to encourage ridesharing.

The Reynolds Metals Company strongly supports the
concept of your bill. I commend you for your initiative and
hope that you will be successful in getting the bill enacted-'
in the next session of Congress.

Sincerely yours,

ton J. Alexander, Jr.
Genera Director
Corporate Administration
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Novalber 19, 1900

The Honorable Dave Durenberger
United States Senator
uited states Senate
Washington, D.C. 20510

Dear Senator Durenbergers

I was delighted to read 8. 3030, the Commuter Transportation Nnergy
ttfficLency Aft of 1980 that you are introducing.

The reluctance of some employers to wholeheartedly support ridesharing
program is addressed in this bill in several ways including the inno-
vative tax exclusion for payment of transportation costs by an employer
for an employee. And, speaking as a county rLdesharing coordinator,
the tax credit on administrative costs of an employer-sponsored ride-
sharing program removes another barrier to realizing the potential of
ridesharing in ooamuter transportation.

These clarifications and substantive legal inducements are encouraging
steps in the development and expansion of ridesharing. Ridesharing can
play an important role in a balanced transportation system and with
Congressional leadership, like S. 3030, ridesharing could rapidly close
ground on achieving energy conservation goals.

Copies of this letter are being sent to our Congressional delegation
in the hope they will consider giving their support to B. 3030.

Sincerely,

Ward- Paxton

Ridesharing Coordinator

WPsnl

cct Senator Gaylord Nelson
ginator Willim Proxmire
Representative Robert Kastenmeier

AM5ErN
wu w I
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THE IAHLEI. CORPORATION
20 SECOND AVENUE SOUTHWEST *OCHISEE, MN. 55901, USA 507-22-2511

December 19, 1980

Senator David Durenberger
United States Senate
Committee on Finance
Washington, D.C. 20510

Dear Senator:

Your letter enclosing information on S.3030, The
Commuter Transportation Energy Efficiency Act
couldn't have come at a more opportune time. I
have the-pleasure of serving on the Rochester
Chamber of Commerce's Community Relations Committee
and we are commencing a study on "ride-sharing"
in this community.

So many of the Rochester service employees come
from communities just outside of the city, that
it is a fact that the wasteage and cost of gasoline
to get them to work is considerable. We do have
many persons pooling at this time, but with the
advantages listed in S.3030 as to tax credit, etc.,-
it will become more beneficial to them, as well as
to others who we might involve in this energy
saving concept.

We do support your actions and endorse them heartily.
Will ,keep you informed as to our progress, and ask
that you advise us of any action we might take to
get this bill passed, and soon.

e t rly,

R. E. bell, Manager
Community Relations Department

F62 TOL FEES R ESVATIONS. CALL 0.323176
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ROCKY FLATS PLANT
ENERGY SYSTEMS GROUP

P. 0, Box 464
Golde^ Colwrdo S401

1303) 4977000
u. eie uca o to

ULS& OswtewM of Inevg p Ikwellnltermationpl2:.

December 8, 1980

Honorable David Durenberger
Russell Senate Office Building
Washington, DC

Dear Senator Durenberger:

We 'commend you on your efforts to secure reasonable incentives to promote
ridesharing pro rams through the introduction of S3030. Ridesharing is
currently one o? the most feasible means of conserving energy and is readily
available to every American. We strongly support S3030 because we believe
it will be extremely beneficial in getting a greater number of employers
involved in ridesharing and act as an additional stimulus in the formation
of privately-owned vanpools.

Currently, the national average ridership for commuter automobiles is less
than two persons-per car. Transportation is responsible for about 25 per-
cent of the total national energy consumption and consumes more than 50
percent of all petroleum used in the United States. The automobile consumes
more than 50 percent of the petroleum used by the entire transportation
sector. Because the automobile consumes such a large portion of our petroleum,
it is imperative that we make an all-out effort to increase the average rider-
ship for commuter automobiles. It is reasonable to assume that this can be
effectively done through promoting ridesharing.

'We know how beneficial a ridesharing program can be because we have been
operating a vanpool program for more than 2 years. Our fleet totals 15
vans and we have 20 more on order.

During the 28 months that the vanpool program has been in operation, we
estimate that we have reduced vehicle miles traveled by more than 4 million
miles, saved 281,000 gallons lof gasoline, and prevented 92 tons of pollutants.
from entering the atmosphere. This is. a. noteworthy accomplishment which was

,made possible with only. 15 vans. By February 1981, we will have 35 vans.',,This will enable us to achieve even greater savings. We project that in a
12-month period we will reduce vehicle miles traveled by at least 5 million
miles, save 376,000 gallons of gasoline and prevent 123 tons of pollutants
from entering the'atmosphere.

The future of ridesharing is a very bright one and could be even brighter'with the enactment of 53030. We feel that now is the time to move ridesharing

O-.Z-20

X



Honorable David Durenberger
December 8, 1980
Page 2

into the mainstream of energy conservation and, therefore, offer our
assistance to you and your staff in pressing for the swift passage of
this bill.

Sincerely,

Eulus Dennis

Employee TransportAtion Specialist

ED/ds
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r~iano Inc

1700 South Pos Oek Rood. 0. a" 1306
Housn, Texas 77001
713-871-00

WIliam H. Cook
VIe Presid

January 8, 1981

The Honorable Dave Durenberger'
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I wish to state my support of Senate Bill 3030, the
Commuter Transportation Energy Efficiency Act of 1980.

In a city like Houston it is imperative that steps be taken
to reduce the traffic crunch which occurs during commuting
hours and which is already to an unacceptable level of
traffic flow. Continued growth in Houston will paralyze the
city's entire transportation system belong long. A massive
effort by business to provide incentives to ride in van pools
could go a long way in a short period of time in solving the
dire situation which exists here.

Please continue your efforts to promote ride sharing to
individuals and business.

Sincerely,

WHC/bs
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L (0• )ID
RAYMfOND INT-RNA 7/ONAL B/LDERPS I N
2801 SoujOst0, d .o" 8;x22715 .Houst, rexas 77027

Vce Pesident
Techwcal & AorrsIatwrve Selywces

(713) 623.138

January 8, 1981

The Honorable Dave Durenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenberger:

I wish to state my support of Senate Bill 3030, the
Commuter Transportation Energy Efficiency Act of 1980.

Please continue your efforts to promote ridesharing
through incentives to business and individuals.

Sincerely,

WTS/dh

A Raymond International Company

"I
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MICHIGAN WISCONSIN PIPE LINE COMPANY
MEMBER OF TH., RFOAN INA?8AL RESOURCES SYSTEM

5075 WESTHEIMER. SUITE 100 GALLERIA TOWERS WEST
HOUSTON, TEXAS 77056

17131 623-0300

January 5, 1981

The Honorable Dave Durenberger
United States Senate
Washington, D. C. 20510

Dear Senator Durenberger:

I wish to state my support of Senate Bill 3030, the Commuter
Transportation Energy Efficiency Act of 1980.

Please continue your efforts to promote ridesharing through
incentive to business and individuals.

Tom Parmeson

TPlsv
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NEW YORK STATE
DEPARTMENT OF TRANSPORTATION
WillM C. ImWy. Commwiot 

'Z EC

December 23, 1980

Hon. David Durenberger
Russell Senate Office Building
Washington, D. C. 20510

Dear Senator Durenberger:

This is in response to your letter regarding S.3030, the Commuter Trans-
portation Energy Efficiency Act of 1980. We have reviewed the proposed
legislation and believe it to be a positive step In the promotion of ride-
sharing and transit useage.

We do have several comments regarding the proposed legislation that we hope
may be helpful. Specifically:

1. The New York State Department of Transportation has found that the
personalized informal approach to ridesharing promotion, the Ridesharing

coordinator program, Is significantly more effective in increasing
ridesharing than traditional methods. This method is labor-Intensive
but could be used in conjunction with other ridesharing or even personnel
functions. Because personalized matching is a new concept, It is not well
known. Specific mention under Title IV would encourage its use among
employers.

2. While the exclusion of fees paid to drivers of ridesharing vehicles from
gross Income, Title II, will increase the interest of employees in driving,
maintaining vehicles, and finding riders for their vehicle there is (1) no
limit to these fees Creating the possibility that some passengers may be
seriously overcharged for rides, and (2) the wording may also allow taxi
drivers, etc. to also exclude their income. Our suggestion is (1) that a
specified limit, of say 10% over the cost of the trip, may be charged
passengers and excluded from the gross income of the driver, and (2) that
the driver may not operate the vehicle as a part of his employment.

3.- It is our understanding that under current regulations companies that make
use of Federal-aid highway funds In the form of interest free loans to-
purchase vanpool vehicles are not eligible for investment credits. It
Is not clear-if such credits would now be permitted as a result of the
proposed legislation. Such credits would be a valuable incentive.

4. The provision of employer paid transportation to employees if made tax
free would be a good "perk" for executives and white collar workers or a
good means of increasing the real income of blue collar workers as a non-
taxable fringe benefit. The encouragement of employer paid transportation
would also assist in reducing unemployment among minority groups and teen-
agers who many times cannot keep Jobs because they have- no reliable mans.
Of gettt.ng to work.
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Hon. David Durenberger
Page 2
Deceber ;3, 1980

Thwik you for the opportunity to comment on this important legislation.

Very truly yours,

A. E. DICKSON
Regional Director

By

Alan N. Bloom

Regional Planning & Developmnt Director

ANB:RAP:ak
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January 5, 1981

Honorable David Durenberger
Russell Senate Office Building
Washington, DC 20510

Dear Senator Durenberger.-

I am writing to express the support of Conversions By
Senate Bill S-3030 the commuter transportation energy
of 1980 you are.Sponsering.

Gerring for
efficiency act

As a fajor modifier of vans for vanpooling we share your realization
that barriers to vanpooling mUst be erased. From our contacts throughout
private industry it is our opinion that the incentives offered in your
bill could be the stimulus needed to significantly advance ridesharing.

Please transmit our interest in this vital legislation to your
in Congress. We wish you success in your legislative effort.
let us know if we can be of assistance to you.

colleagues
Please

Sincerely,

Dale Crofoot
Vice President
Vanpooling & Bus Division

Con'versions by Gerring. nc. 25771 Miner Road. Elkhorl. IN 46514 (219) 262-1512
Telex: 23-3M2 Cable Code- GERRINGNC

i: i rl: 51
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CATERPILLAR TRACTOR CO.,

January 20, 1981

The Sonorable David Durenberger
United States Senate
Washington, D.C. 20510

Dear Senator Durenbersr:

Thank you for your recent letter, end for the copy of 83030. We
wholeheartedly agree that this bill is an excellent start toward
reducing sou of rideaharit'a red tape. We strongly support
S3030. It will remove artificial barriers which now prevent
people from participating In ridesharint programs *.. or companies
from Initiating such efforts.

We are especially interested in Titlee 11 through V of the bill.
The fact that Incentive fares are presently regarded as taxable
income, which Is dealt with in Title I, has presented um with
numerous problems. As I'm sure you are aware, reprogreming
data processing capability to provide appropriate deductions
for ridesharIng Income could easily generate costs r ing into
six figures. Merely avoiding this cost is an incentive In Itself!
Ma remaIning titles would give all employers, large and small,
-further incentives ... I.e. enhanced investment credits, gasoline
'tax deductions, and several business tax credits ... to expand or

create ridesharing programs.

We are convinced ridesbaring can make a sizeable contribution In
helping to resolve the United States$' energy dilema. Ve coupli-
ment you on 53030, The Commter Transportation Inergy Ifficiency
Act, and look forward to -Its early adoption.

If we can provide further assistance, please let us know.

Sincerely,

Ridesharing Coordinator

Stas ty
Community Affairs
Telephone (309)675-4643
bg
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The Honorable Dave Durenberger
U.S. Senate
353 Russell Building
Washington D.C. 20510

Dear Senator Durenberger,

The Commuter Transportation Energy Efficiency Act of 1980, which you Intro-
duced In the Senate as S. 3030, Is key legIslation If ridesharing is to achieve Its
potential. It addreses m6st of the problems we have encountered In promoting
rldeshoring during the past six years In Washington State. While the Energy Tax
Act of 1978 was a step In the right directions It fell short of providing
comprehensive Incentives for energy conservation through r ndesharng We wholly
sport your efforts In S. 3030, and believe they will result In very sbstntlal
Increases In rldesharing by individuals and by employers. We urgently need these
conservation gains In the petroleum dependent transportation sector.

Our consultants and legal staff offer the following suggestions as needed changes
which go further than S. 3030. The exlperlence of Seattle-King County Commuter
Pool supports their recommendations and I urge you to Incorporate them If at all
possible.

First, the 80/20 rule In Section4 (c) (6) should be bro ed cmletely. S. 3030
makes chans which remove driver -Incentive mileage from thspe of the
80/20 rule. This I needed but is only part of the needed solution. Many
ridesharing promoters are encouraging vonpool operators to make their vans
available for daytime use by social service agencies. There Is a very definite need
for vans to provide transportation for the elderly the handicapped, day care
centers and other similar needs. Public dollars are not adequate to ensure vehicle
purchases -to meet these nee*s. Privately owned commuter var which .would
otherwise sit idle during the day can be utilized to meet these needs without
additional capital Investment. Under the current 80/20 rule, varpool operators
stand to forfeit their tax credit If they provide their vos to meet these social
service needs. We believe this disincentivi should be removed. A substitute rule,
perhaps the 176 day rule used elsewhere in S. 3030,could ensure that the van
continues to meet the-primary objective, that is, to conserve energy though
commuter ridesharing an a regular basis for a minimum of three years.

A similar argument may be made for allowing a commuter van to be utilized by
the owner-operator for daytime business use. Notwithstanding the tax credit, a
great many employees object to acquiring vehicles which are used only during
commute hours. It offends their sense of business efficiency to have a fleet sit
Idle all day. As long as the vheicle is appropriately used for rkeehring, regularly
for a minimum of three years, we should have no concern for Its other utilizatlon.
If It wears out from excess mileage or use, the law provides for recapture of the
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tax. Again, a rule akIn to the 176 day rule found in S. 3030 would guard the
pr .b. ectlve of the incentive without the handicapping effects Imposed by the

Secondly, the lealslation should clearly articulate that the tax credit alles
her or r I rat. recei omln for the re-

rin trarwlrtatln Provided. 5. 3010, Sec. 20Z proposed a new IRC Section
I which excludes income deryed from operating rldesharlng from gross Income
far tax purposes This Implies that It Is acceptable for a rideshoring operator to
receive compensation. However, It Is psslble, If not probable, that the tax
credit provisions would be Interpreted to apply only when the ridesharlng
operator receives no Income. This appears to be the current Inclination of the
Internal Revenue Service. A clear statement that the credit Is available whether
or not the ridesharing operator receives reimbursement would eliminate this
problem of negative Interpretation. We believe It Is necessary.
Also, In Sec. 202(a) the proposed language of new Sec. 128 Is In terms of an
lindivldualw. Should not the language be In terms of "taxpayer" so that both
employers and third party operators are covered as well as Individuals? Bus-
Inesses are seldom willing to take a risk when the best they stand to accomplish
Is to break even. In-our experience, employers view vanpool programs for their
employees as a risk with at best a hope of breaking even. In these tough
economic times, few employers have the largess to foot the bill for nice public-
minded projects such as vanpools for employees. This is particularly true for
small and medium-sized firms which employ a majority of our workforce - 80%
In Washington State. We need to Involve these employers In ridesharing. To do
so we. need to provide enough of an Incentive for the employer to perceive a
genuine gain as a return on their vanpooling efforts. For these reasons we are
persuaded that Sec 202 (a) should be amended so that both the Individual
owner-operator and the employer operator enjoy the benefits of the new Section
128 Income Exclusion.

On a related Item$ S. 3030, Sec. 401 allows a credit for rideshoring program
coets, should any compensation or reimbursement be deducted from the amount
of the costs prior to claiming the tax credit for those costs under that section?

Thirdly, S. 3030 allows Individuals Jointly providing rideshoring to share pro rata
In the tax credit? Where employers Jointly provide rideshoring, they should
likewise be entitled to share pro rata In the tax credit. 5. 3030 as written makes
no such provision.

As small employers have pooled their employees to provide a brooder base for
rldesharlng to Increase the probability of success, they have In many Instance
become joint owners or joint lessors of the vehicles. Their motives relate to
insurance and liability concerns or control and management. Current low and
this proposal -per to allow none of the joint owners-operators to claim the
credit. We bele they should be entitled to prorate the credit the same as
individuals who own and operate jointly. This will encourage more and more
small employers to participate in ridesharing and to abandon the old notion that
ridesharing, particularly vanpooling, is only for large employers.
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A final proofreading note In S. 3030, Sec. I (c) Table of Contents, Title III, See.
302s "Investment credit not restricted to Enpioy.." should road, "Investment
credit not restricted to Employe"s.

With these amendments, we believe this bill can help achieve three imperative
goalse I) Conservation of the natural resources of this country needed to Insure
prosperity for future generatlonsi 2) Relief from our dependence on foreign oil
and a time buffer for developing alternative energy resources; 3) A shift of
impetus for conserving this nations energy from governmental regulation to self-
help among the businesses and Individuals most likely to benefit from it. We
believe this bill will significantly contribute to the achievement of these goals.
Again, we wholeheartedly support your efforts and stand ready to assist In any
way we can.

Sincerely,

William T. Roach

Program Manager

WTRtdf/mJa:esd
00O
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STATEMENT OF THB UNITED STATES LEAGUE OF SAVINGS ASSOCIATIONS*
RE: S. 31 (TO AMEND SECTION 280A OF THE INTERNAL REVENUE CODE
OF 1954) MONDAY, FEBRUARY 23, 1981

The United States League of Savings Associations is

very such in.support of your bill, S. 31, to amend Section 280A

of the Internal Revenue Code to prohibit the Treasury Department

from unfairly discriminating against property owners who rent

dwelling units to a member of their family. We are hopeful your

amendment will succeed.

We wish to take this opportunity to suggest a further

amendment to 280A which will provide benefits to both new home

buyers and elderly home owners without significant revenue impact

to the'Treasury.

Affordability of housing is becoming a major issue in

this country. At present, there are a number of parties,

including the U.S. League trying to innovate new methods of

making home financing affordable for those who wish to purchase

their own home. One procedure being developed to solve the

affordability problem is to allow the home purchaser to use the

, The U.S. League of Savings Associations has a membership of
4,400 savings and loan associations, representing over 99% of the"assets of the $625 billion savings and loan business. League member-
ship includes all types of associations - Federal and state-chartered,

:,stock and mutual. The principal officers are: Rollin Barnard,
President, Denver, Colorado; Roy Green, Vice President, Jacksonville,
Florida; Stuart Divis, Legislative Chairman, Beverly Hills, Calif.;
William O'Connell, Executive Vice President, Chicago, Ill.; Arthur
Edgeworth, Director-Washington Operations; Glen Troop, Legislative
Director, and Phil Gasteyer Assoc. Dir.- Washington Operations.
League headquarters are atill East Wacker Drive,- Chicago, Ill.,
The Washington Office is located at 1709 New York Ave., NW, #801,
Washington, DC 20006; Telephone (202) 637-8900.

J,
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equity in his house to help him meet the carrying cost of

acquiring a home. If a borrower could make a larger downpayment

on his home, then he would need a smaller mortgage; with a smaller

mortgage comes smaller monthly payments. The problem is that

most people do not have the additional funds to make a larger

downpayment. If another person or investor group joined with

him in making a larger downpayment by becoming a non-occupant

co-owner, then such a mortgage plan becomes feasible.

However, to attract investors there has to be an

appropriate return, and investors are looking for a current

return rather than just a pro rata share of future appreciation.

Our suggestion is that the non-occupant investor should have the

right to deduct his pro rata ownership share of depreciation and

'other expenses associated with owning investment property. This

would give him a current return on his investment. Under the

present Code and the IRS regulations, joint ownership business

deductions are denied if one of the joint owners uses the property

as his principal residence. If a joint owner who is using the

-property as his principal residence is paying a fair market

consideration for the use of the property, we recommend the other

non-occupant members of the group be treated as investors with

the appropriate tax deductions of income property.

We feel our suggestion can be accomplished by amending
subsection (d) of Section 280A of the Code (relating to use as-

a residence) by striking out "or any other person who has an

interest in such unit, or by any member of the family (as defined

in Section 267(c)(4)) of the taxpayer or such other person" in

• 3 .-
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in paragraph (2) - Personal Use of the Unit. This is a

slight change to S. 31.

By allowing such business use deductions, principally

depreciation, mortgage financing plans which involve a non-

occupant investor and an owner occupant then become feasible.

Additionally, the so-called "reverse annuity mortgage" concept

also becomes more feasible.

As you may recall, a reverse mortgage is a loan that

allows the elderly homeowner to convert the built-up equity

in his home into monthly income that he may use to meet everyday

living expenses. Our coownership concept with non-occupant

deductability of depreciation makes this concept workable.

On the surface, it may be argued that such a change

in the Code would cause the Treasury to lose revenue. We would

disagree with this contention. First, an investor interested

in such a plan would probably look to other types of residential

investment alternatives if such a plan were not available to

him. If the investor bought the house outright and rented it to

a taxpayer tenant, the investor taxpayer would enjoy all the

rights associated with that investment including the deductability

of depreciation. In such a situation the investor would be able

to use 100t of the depreciable asset available to him. Under

the plan we are proposing, the investor would only be allowed to

write off the expenses including depreciation associated with

his pro rata percentage of ownership in the property. If the:

investor and homeowner had a SO-SO split, then the investor

would only be able to write off SO% of the expense, including

depreciation on the investment portion of the dwelling.
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The occupant owner would continue to count the .

property as a principal dwelling, and would not receive

depreciation write-offs; upon sale of his property he would

continue to defer any capital gains taxes when he rolls over his

investment into a new house. However, the investor would have

to pay capital gains taxes on any gains attributable to his

percentage of ownership upon sale of the property. If our

suggested change is adopted, the Treasury, thus, should break even.

The adoption of our suggested change would greatly

enhance home purchase affordability to many American consumers.

We feel that this amendment to Section 280A is in the public

interest; it is worthwhile and can be accomplished without cost

to the Federal Government and the American taxpayer.

A copy of our letter to IRS on the proposed "family

rental" regulations is attached for your further information.
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J. Gary Shansby

Presi.d
Chief Exeotive ficer

Statement of
J. Gary Shansby

President and Chief Executive Officer
Shaklee Corporation

before the
Senate Finance Committee

Subcommittee on Taxation and Debt Management Generally

on
S. 31

February 23, 1981

Hr. Chairman and Members of the Committee, on behalf of

Shaklee Independent Distributors in all 50 states and the District

of Columbia, I am pleased to extend my support for S. 31, amending

the Internal Revenue Code of 1954 with respect to the deduction

of certain expenses in connection with the business use of homes.

Shaklee Corporation is a direct selling company that markets

its nutritional, household and personal care products in the home

through hundreds of thousands of Independent Distributors, many

of whom could be inequitably affected if the regulations proposed

by the Internal Revenue Service on August 7, 1980, are implemented,

since they work out of their homes on a parttime basis.

The direct selling industry has grown enormously in recent

years, due in part to the need for families and senior citizens

to supplement their incomes and to the desire of many women to

create meaningful and rewarding careers consistent with family

raising responsibilities. The convenience and financial rewards

of direct selling have also disproportionately attracted minorities,

including women, the handicapped, and the elderly, to whom other

economic opportunities have not been as readily available. To deny

hardworking, small businesspeople the right to deduct legitimate

business expenses solely because they operate from part of a

residence on a parttime basis, as I.R.S. proposes to do, is unfair

and, at a time when we all seek to revitalize American productivity,

poor public policy as well.

Shakle Corporation 444 Market Street Sn Franci co, Caifornia 94111 Phone (415) 954-2700

75-M2 0-81-21 ,

~f. -
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These proposed regulations, furthermore, discriminate against

the home retailer, as contrasted with the store retailer. All of

one's business expenses, including all depreciation, are deductible

kL on -markets products from a store, even if the store is not the

primary source of income. Under these proposed regulations, one

is not accorded the same rights if one's place of business is

located in one's home.

Since these proposed rules negatively Impact those whose

---- .home business comprises less than fifty percent of total income,

it is also the small businessperson, and the ambitious fellow to

boot, who gets hurt. Not only would these rules discourage

people from starting new businesses; they would also discourage

the ambitious person from incurring the additional expenses of

'trying to build up his or her business. In fact, such a disincentive

reduces taxable*income, probably In excess of that gained by dis-

allowing these business deductions.

I compliment the efforts of this Committee in seeing that

this important issue is properly and promptly addressed and brought

to a successful resolution through passage of S. 31. I shall

appreciate having these comments included in the record of your

hearing on this bill.

**. *. .
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SHIY OF TESTIMONY OF ROY M. COUGHLIN BEFORE THE SUBCOMMITTEE ON TAXATION

AND DEBT MANAGEMENT, OF THE SENATE COMMITTEE ON FINANCE, FEBRUARY 23,1981

I am Roy Coughlin, employed by Southern New England Telephone in Connecticut

to oversee its environmental program, of which an element is ridesharing. I

am also vice chairman-of the National Task Force on Ridesharing, appointed

by President Carter, and I represent that group in supporting for passage

S. 239, which embodies recommendations for tax credits made by the task

force. I am also chairman of the Governor's Ridesharing Task Force in

Connecticut, and a founder and director of the National Association of Van

Pool Operators.

I am including with my testimony a copy of the report of the National Task

Force. Reference to the report, Page 18, will reveal the recommendations of

the task force with respect to tax credits to promote the expansion of

vanpooling and ridesharing. Sections of S. 239 respond very well to these

reconriendations, and therefore deservep support of ridesharing enthusiasts.

Ridesharing is an acknowledged energy conservation technique; it also helps

reduce air pollution, decreases traffic congestion, and saves the

participant considerable personal funds for commuting. However, it has an

equally important role to play as a continuing management technique for the

solution of many problems faced by employers, including the need to return

parking spaces to higher use, avoiding the building of parking facilities

,for expanding work forces, attracting employees from greater distances,

retaining employees when relocating, avoiding relocating, and others.
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For these and other proven benefits commented upon in tht"report., ad

elsewhere, the offering of tax credit incentives to rideshaving through

legislation such as S. 239 is seen as a great spur to the expansion of

ridesharing programs.

I

-. r
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TESTIMONY OF ROY 1. COJGHLIN BEFORE THE SUBCOMMITTEE ON TAXATION AND DEBT

MANAGEENT OF THE SENATE COHITTEE ON FINANCE, FEBRUARY 23, 1981

Thank you for the invitation to appear to testify for the National Task

Force on Ridesharing in support of certain legislative proposals embodied

within S. 239, The Commuter Transportation Energy Efficiency Act.

My name is Roy !N. Coughlin. I am employed by Southern New England Telephone

in New Haven, Connecticut, as Staff Specialist-Environmental Affairs. In

that position, I oversee the corporate environmental program, a major

element of which is its commuting program. The program has been awarded the

President's Energy Efficiency Award, and has otherwise been viewed as a

model program with respect to its scope. I also serve as chairman of the

Governor's Ridesharing Task Force in Connecticut. I am proud that I was

named to that position by the former Governor, Ella T. Grasso, to whom I

would like to pay tribute both as a governor, and as an ardent supporter of

ridesharing. It is her support, coupled with the enthusiastic response of

the private sector and the public sector working together, that has put

Connecticut in the forefront of ridesharing. And, in fact, I have been told

that the National Task Force on Ridesharing was modeled after the

Connecticut group. Mrs. Grasso served on the national body, as well. I am

pleased to have served as vice chairman of the National Task Force, which

was named by President Carter in October of 1979. Another position which I

occupy with pride is that of a founder and a current director of the

National Association of Vad Pool Operators, conuonly known as NAVPO. Its
Growth has paralleled the rapid growth of vanpooling, and it has grown from,

31 founders in August of 1976 to its current 435 members. '



820

2.

Half of these are operators of successful programs. I feel it Is safe to

say that no group, including the.Notional Task Force, has had as much to do

with the continued growth and success of vanpooing and related ridesharing

efforts, as NAVPO.

I have submitted for your consideration a copy of the report to the

president of the National Task Force on Ridesharring,.issued in October of

1980, one year after we began work. The report tells you better than I

might what ridesharing is about and the benefits it offers. .

My purpose in this testimony is to provide an often overlooked perspective,."

of ridesharing, and to draw your attention to the recommendations of the r

task force with respect to tax incentives which the members feel will be .

helpful in reinforcing employer decisions to implement ridesharing prograMs.

I will tell you that the Task Force looked at ridesharing as encompassing

all forms of pooling, from the two-person carpool to the large passenger

bus. We wish that we had had the time and the resources to give greater

considerapionto public mass. transit. Admittedly, most of our efforts:

focused on vanpooling; thiswas not intended to imply stronger.endorsement

for vanpooling than.for other modes, but rather to respond to the larger

array of institutional barriers which confront vanpooling. Some solutions,

when undertaken, would apply equally well to carpooling, and attitudinal

shifts which cause employers to assume responsibility for ridesharing

programs would undoubtedly lead them to give strong consideration to

promotion of.available transit and carpooling for their employees.

p
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The benefits of ridesharing are many and varied, the importance of each

depending in great part upon the perspective of the viewer. Claims for the

reduction of air pollution and conservation of automotive fuel have been

well supported; the savings of private individuals when they surrender the

..single-occupant-vehicle for the shared-ride can be startling, since most

drivers, it occurs to us who advocate ridesharing, have unrealistically

underestimated the cost of their commuting trip. As the cost of gasoline

continues to rise, this traveling cost is driven home to more and more

comuters, but most still do not realize that this cost is only half of the

total, on the average.

Employers who have begun ridesharing programs have enjoyed many unexpected

benefits, all well documented. However, it is my belief that too few

.managers and too few business persons understand that ridesharing is not

_primarily an energy conservation technique, nor is it primarily an air

pollution abatement methodology, nor is it primarily an employee benefit.

Instead,. it is primarily a management technique for the solution of many of

the problems which beset employers daily.-

It is a highly successful managerial approach to attracting a labor market

from increasingly distant areas, enough distant so that prospective

employees cannot afford to travel to the job alone; it has been used to

avoid the construction of very expensive parking facilities for a growing

business. It has been used to reduce the amount of ground space devoted to

,,the nonproductive activity of parking cars, so that new building space could

be added without purchasing new land. It can be used to expand on site so

- A /
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that the employee need not relocate merely to gain added land. And, when an

employeer must relocate, ridesharing assures him the capability of retaining

his already trained personnel. When personnel turnover rates are

unsatisfactorily high, ridesharing has been used to cut them, by as much as

half. Ridesharing has been proven to improve attendance and to cut

tardiness.

It is my hope that you will see ridesharing in its broadest possible

application--that of an economic tool to be included in the arsenal of

management techniques used to anticipate or to solve problems.

Without elaboration, I will assure you that the success of ridesharing has

been due to the response of the private sector, and its continued success -

depends heavily upon the cooperation and the acceptance of employers. At

the same time, there are millions of solo commuters who, when given a

financial incentive, will undertake the responsibility of purchasing a :

ridesharing vehicle and operating a pool for his or her fellow employees and

neighbors. There are, perhaps, eight to'ten thousand such vanpools now in

operation. While it is difficult to inventory them, we who follow

ridesharing's growth suggest that privately-owned vanpools are'approximately

the same in number as employeer-sponsored vanpools.

May I now refer

relating to Publ

on Page 9, and I

continues to gro

you to the report of the

ic incentives. Benefits

t Is to the advantage of

w. It is the contention

National Task Force, Page 18,

to the public have been discussed

the public that rideshiring'

of the members of the task force
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The President and Congress should:

1. Provide tax credits to private employers equal to the amount spent by

the employer or a maximum per employee (whichever is less) to offset the

cost of administering a ridesharing program.

2. Exempt ridesharing incentives provided by employers to employees from

taxable employee income. Examples of these incentives Include vanpool

driver incentives, carpool, vanpool, and buspool financial and parking.

incentives, and transit ticket discounts.

3. Increase the tax credit to 20 percent for corporations that purchase or

lease vehicles for commuter vanpooling and buspooling. Where the vans

or buses are leased by the firm or individuals, the tax credit must be

passed on to the leasee. There should be no further condition attending

the qualification for credit.

4. Establish a tax credit for individuals who puchase or lease vehicles for

commouter vanpooling. When the vans are leased, the tax credit must be

passed on to the leasee.
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It can be readily seen that these recomendations are contained within the

proposed S. 239, and in fact, that the bill adds measures beyond the

recommendations. The Task Force endorses the bill, therefore, in its"

entlrity, since it Is consistent with ,l supportive of the objectives of

those wAo wish ridesharing to prosper.

Recommendation 1 of the report Is carried through to Title IV of the bill.

Redoendotion 2 is responded to by Title I; Recommendation 3 Is supported

by Title I1, and Recommendation 4 Is found in Title I.

I thank you for your attention.

'4
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*Written Statement on the Comuter Transportation Energy Efficiency

Act of 1981, (S239) Sponsored by Senator Dave Durenberger

Overview

The need for computers to share rides rather than drive to work

alone is becoming more acute each day. The cost of imported petro-

leum needed to keep America's fleet of personal automobiles moving

is having a devastating effect on the nations' economy. Soaring

inflation and gasoline costs are severely affecting family budgets

as well as corporate and public budgets. Ridesharing provides a

low cost, convenient way for comuters to reduce their transports-

tion costs and an immediate savings of fuel.

The State of Minnesota has been promoting increased ridesharing

since the 1960's. The vanpool concept was developed by the Minnesota

Highway Department in 1971 and implemented by the 3M Company in 1973.

* Computerized ridematching services were developed by the Department

in 1974, one of the first such efforts. More recently, the Metro-

politan Transit Commission pioneered personalized ride;itch services

in 1977, In 1980, the Minnesota Department of Transportation im-

plemented a comprehensive statewide program to encourage-and facili-

tate increased ridesharing. Known as MIMNESOTA RIDESHARE, this pro-

gram has resulted in formation of 4732 carpools and 36 vanpools in

the first three months. The program budget for FY 1981 is $1.5

million, funded by local and federal highway programs.

?.
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The primary objective of MINNESOTA RIDFSHARE is to facilitate for-

nation of a network of regional and local rideshare service delivery

organizations throughout the state. Local agencies are being en-

*couraged'to join with employers and other private sector organiza-

tions in developing local and multi-employer programs. The KnIDOT

*is convinced that increased ridesharing will only result from suc-

cessful teamwork at the employer level. . it will take the combined

*talents and resources of both the public and private sectors.

The Department is also convinced that much of the iideshare service

delivery responsibility must be shifted to the private sector.

Employers have a vested interest in ensuring that employees share

rides. They are also in a strategic position to encourage ride-

sharing by implementing incentive programs. Public agencies, on

the other hand. are being forced to reduce the scope of services,

provided due to funding constraints. The private sector must ass-e

the responsibility for ridesharing programs. The tax credits pro-

posed by Senator Durenberger are a significant incentive that will

facilitate this shift to the private sector.

impotas Ri aeshare Eperience

Development of current public policy that encourages increased ride-

sharing began. in 1971 with the development of the conaguter van co.-

cept byinnesota Highway Departent Staff. The vanpool concept

was designed in response to a need to find ways to handle increased

traffic creating congestion on recently completed freeway segments.
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In addition, it was recognized that the recently acquired public

transportation system (the MTC) could not effectively and economi-

cally satisfy all travel demands in the metropolitan area. However,

the Highway Department was unable to secure State, Federal or pri-

vate funding necessary to acquire vehicles with which to demonstrate

the concept.

In 1973. the Highway Department staff provided the concept descrip-

tion and proposal to transportation staff at the 3H Company. The

3H Company was seeking solutions to increasing traffic congestion

and parking space requirements at its St. Paul facility. Subse-

quently, 3M Company initiated the first employee vanpool program in

April 1973, shortly before the time that the Arabian oil embargo

began creating fuel supply problems.

In 1974, the Governor's Office and Minnesota Highway Department

established a Rideshare Promotion Program based on a mass mailing

of carpool match request forms, distributed by the telephone company

in the metropolitan area. To support this mailing and in anticipa-

tion of a major response, the Department developed one of the first

computerized ride match programs established in the United States.

The anticipated response did not occur and shortly thereafter, re-

duction of the fuel supply problem resulted in less interest in

promoting ridesharing. Despite this reduced emphasis, the Minnesota

Highway Department continued efforts through 1975 and 1976 to assist

employers in establishing rideshare programs for employees. In all,

about 40 employers were assisted.
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In 1977, legislation was passed directing the Metropolitan Transit

Commission to provide rideshare program services for the Twin Cities

Metropolitan area. Consequently, the Metropolitan Transit Commission

applied for and received federal Urban Mass Transit Administration

demonstration funds in order to establish a regional rideshare pro-

gram. Federal Aid Urban highway dollars and state paratransit fund

dollars were used to fully fund this program. Services provided in-

cluded direct marketing, computerized ridematching and eklephone

brokerage (follow-up calls) at major employment sites in the metro-

politan area. The ultimate objective was to expand the program

region-wide as time and staff permitted. Throughout 1977, 1978. and

1979. the MTC utilized a team of organizations to accomplish this

program. Public Service Options, Incorporated was hired to conduct

and direct marketing to employers. MTC staff provided the actual

survey and ride match functions. Vanpool Services, Incorporated

was hired to provide leased vans to identified vanpools.

In 1978, the Minnesota Department of Transportation funded a ride-

share demonstration program in Duluth. That program was accomplished

by a contract with Vanpool Services, Incorporated and included media

marketing, direct marketing to employers, ride matching services for'

carpools and vanvools, provision of transit route information and

provided vans for vanpools. In 1979, Ht/DOT began plans to expand

the Duluth concept on a statewide basis. The plans were incorporated

in Governor Ouie's message to the 1980 Legislature.

BEST COPY AVAILABLE
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Subsequently, legislation was passed and $200,000 in. general fund

revenues were appropriated for the implementation of the.statewide

rideshare program. Governor Ouie directed that additional re-

sources be committed to rideshare program expansion and that the

private sector role in providing the services be expanded. The

legislation and the Governor's direction formed the babis of the

development of an integrated statewide rideshare program "MINNESOTA

RIDESHARE".

MINNESOTA RIDESHARE

MINNESOTA RIDESHARE has been established as a unified program to

encourage and facilitate increased rideshering throughout the

State. The program operates with a single marketing theme and

with coordinated management and funding. The program consists of

eight regional programs which subsequently will be further refined

into sub-regional programs focusing on major population centers and

employment sites. The seven out-state proRrams are focused on Hn/DOT

District Office staff locations. The metropolitan area program con-

sists of a joint effort between Mn/DOT, the Metropolitan Transit

Commission under contract to Mn/DOT and the services of Vanpool

Services', Incorporated staff are responsible under contract to pro-

vide all promotional and support services for employment site ride-

share marketing. Services provided include direct marketing to

management, assistance in circulating and processinp rideshare in-

terest applications, computerized ride match, telephone brokerage

of interested participants and coordination of vanpool development.

BEST COPy AVAILA
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'A separate statewide contract with Vanpool Services, Incorporated

has been executed for the provision of vanpool vehicles and for

fleet administration) services.

Throughout the development of the MINNESOTA RIDESHARE Program, the

role of Wn/DOT was seen to be that of a catalyst and technical re-

source. Mn/DOT cannot and will not be able to provide on-site

ridesharing services throughout the State. Consequently, it is the

goal of Mn/DOT to recruit and encourage participation on the part

of employers and local officials for the establishment of, sub-

regional and community based ridesharing and rideshare promotion

programs. It is also recognized that in order to succeed, the

effort must involve a partnership between public and private

agencies.

The program implementation began on November 12, 1980 with'a press

conference announcing a two-phase activation. Phase One began with

corporate advertising and out-reach efforts to employers throughout

the State. Phase Two began in January, 1981 with the establishment

of a statewide, media based awareness and promotional advertising

campaign. Eleven Hn/DOT staff are assigned to the program. In

addition, 16 persons are employed by contract in the Metropolitan

area. To date, 4,732 carpools have been formed for 11,400 persons.

Another 36 vanpools have been formed to serve 400 people, bringing

the program fleet up to a total of 135 vans.

BEST COPY AVAILABLE
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National Rideshare Demonstration Grant

In addition to direct rideshare program activities, Mn/DOT has

received a special national rideshare demonstration program grant

to evaluate specific questions regarding rideshare programming.

The $95,000 federal grant will be used to:

1) determine the effectiveness of telephone brokerage

services,

2) determine the potential for vanpools and earpools to

provide transportation for handicapped commuters as

an alternative to special transportation services,

3) determine the maximum probable potential for the ride-

share program to increase ridesharing. This activity

will be accomplished through selection and appointment

of a consultant.

State Employee-Vanpool Program

In addition to the statewide program activity, the Minnesota LeRis-

lature has established a state employee vanpool program. The

initial fleet of six vans has been increased, first, to twenty

vehicles and in 1980, to a total of forty vans. The Department of

Administration has been given responsibility for implementation of

the program.
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-State Prk/Ride Lot Program

The 1980 Legislature adopted legislation and appropriated $200,000

in general fund revenues for the establishment of a statewide park

and ride lot program. The goal of this program is to facilitate

increased ridesharing. One objective of this program as discussed

with the Legislature by Mn/DOT, was to quickly implement as many

sites as practical in the first construction season. The purpose

of this early implementation was t o gain experience and establish

a basis for consideration of further program funding. This strategy

was adopted in response to the fact that park and ride site-de-

velopment strategies are currently developing and evolving. Not

enough is known about rideshare needs to be able to predict where

sites would be-successful.

GovernorsTask Force on RidesharinR

Governor Auie took further action to increase ridesharing in

'.September 1080 with creation of a 23 member Task Force on Ride-

-sarlng. The mission of the Task Force was to make recommendations

for the elimination of barriers to ridesharing and for incentives

needed to encourage ridesharing. A draft of the Executive Sumary

of the Task Force report is attached. The Task Force has reviewed

thtproposed tax credits and endorses their adoption. The Task

Force has also recon.ended that State revenue codes be amended to

provide a similar credit.

S.-
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The most significant recommendation of the Task Vorce is that the

private sector should assume a greater role in rideshare program

planning and service delivery. This recommendation is currently

being addressed with several actions being taken to develop a

public/private sector partnership as described in the Executive

Summary.

Minnesota Perspective

Kinnesotas' don nents on. the provisions of 9239 are a reflection

of our problems in dealing uith low density. Our people are

generally spread out, thereby comlicating efforts to increase

ridesharing. WJe have one major metropolitan area of about 2

million people but only 5 metropolitan areas over 50,000 people.

Two of those straddle our borders with neighboring states. We

have 106 cities with population between five and 50,000 and

747 cities with less than 5,000 people. Our employer size dis-

tribution is comparable. tending toward the 50-250 employee

catagory. "

Because of our population dispersion, our concerns are primarily

for facilitating carpooling as well as vanpooling and transit use.

we are also interested in the creation of multi-.employer and small

urban area programs. We believe that the provisions of S239 should'--

encourage those activities where employors can Join with local

agencies in funding and staffing ridesharing programs throughout

the country. The private sector must assume a larger role in

that partnership.
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Specific Coments

Title I. We endorse and encourge the passage of Title I. We

are concerned however that industry trends are toward

comuter vans of smller capacity than 8 passengers.

Also, many of of:*our pool sizes would be better served

by a 6-8 passenger station wagon. Consideration should

be given to the inclusion of these options.

Title 11. We,endorse and encourage the passage of Title It.

Consideration should be given to modifying the de-

finition of "ride-sharing program" to mean any program

to assist employees in locating other persons to

share transportation between the employees residence....

This change would avoid any possible exclusion of

multi-employer or community program participation.

constraints.

Title III.We endorse and encourage the passage of Title 11I.

We feel this provision will significantly and pos-

itively influence private sector employers who jy

consider partiqipating in rideshare programs. The

provisions should allow for participation in multi-

employer programs and transportation of persons who

are not emiiloyees of the taxpayer.

7 'A
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Site IV. We endorse and encourage passage of Title-IV.

In addition we recommend modifications of the def-

initions-and other provisions to specifically include

multi-employer and community based program investments.

The credits should be based on a pro-rata share of pro-

gram cost and incorporate the sliding scale credit

provision.

Title.V.. We endorse and encourage passage of Title V.

Closure

Minnesota will continue its efforts to save fuel by encouraging

greater use of carpools. vanpools and transit. The provisions

of the Commuter Transportation Energy Efficiency Act of 1981 will

greatly assist us in working with employers in developing pro-

grams throughout our State. We strongly urge the Congress to

adept S239 at its earliest opportunity.
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SEXECUTI VE SUMMARY

Minnesota has been a leader in nationwide efforts to save fuel and money by increased
zidesharing since the 1960's. Humorous employers hove sponsored program to help am-
ployees pool rides. Fifteen employers now sponsor vanpools, with 42S vans operatIng.
The vanpool concept was developed in Minnesota by the Minnesota Highway Department
and first implemented by the 3M Company. This record of inMevation continued with
pioneering efforts by the Metropolitan Transit Commission in computerized ridematching
and the use of personalized assistance to rideshare applicants.

While much was being accomplished, more was needed. Governor Albert H. Quie directed
that the Minnesota Department of Transportation (Mn/DOT) develop and implement a state-
wide program to encourage and facilitate increased ridesharing. This program, knom
nationwide as MINNESOTA RIDESHARE, was implemented on November 12, 1980. , Its primary
objective is to increase ridesharing by providing concept promotion and ridesatching
services while at the same time working with private sector and public sector organi-
zations in establishing a network of regional, subregional and/or local programs.

As a further measure, Governor Quie appointed a IS member Task Force on Ridesharing
comprised of elected officials and private sector executives. Their responsibilities
were to: encourage business and government leader to initiate and expand ride-
sharing; assist in overcoming regulatory, financial, insurance and other institutional
barriers to ridesharing; recommend actions that may be taken by government to alle-
viate obstacles to ridesharinx; and provide a continuing dialogue betVeen government
and the private sector to facilitate development of ridesharing.

Commissioner of Transportation, Richard P. braun, serves as Rideshare Coordinator
for the State of Minnesota and chairs the Task Force. Eight ex-officio appointments ,
were made to provide additional resources for the Task Force.

The Task Force, through this report, readily notes the importance of ridesharing and
the need for, addtional efforts. It calls for increased incentives, reval of bar-,
riers and a carefully developed partnership between the private and public sectors
that looks toward a decentralized delivery of ridesharing services by organizations
in local areas and commun4 is.

THE IMPORTANCE OF RIDESHAR-NG

Ridesharing is a low cost practical answer to many onergy and commuter transportation
problems,

* The cost of commting to work is increasing rapidly, particularly for those
who MVe alone--42 or $3 per -' lon gasoline prices are no longer unthink-

.Nhii fuel supplies are adequate today, the future supply situation is un-
certain--contingency plans must be develF- t he-3poopli p owo In
the event of a supply curtailment.

&M 0
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. . force availability is incrosed.-distme factors can be offset by.~ ~PO o ii esr trips.

A Mdtin to highway and street caaity will be limited due to fnd i .S
Itor-ii-Its--more efficient use oTieitng facilities is possible through

ridesharing.

. Public transit Is not practical In all situations .- costs, population dn-
sity a .p ters require alternatives such as ridesharig via van
or capools.

RilDESHARIN IS ALREADY HAPPENING

Rideshiriug is not a new idea--the difference is that public and corporate policies
mow rocOgniz the any advantages. .

i n some urban corridors. 30% to 60% of the computers share rides in car-
pools and vans. -

. o the newest form of ridesharins, is growing rapidly with an
eat/ated42S vans operating in the State.

* I transit is the second lagest form of rid4sharinL. ItAccounts
W K Of the work trips te Twin Cities area and up to O5%-60% in
the center of the downtown.

A PARTNERSHIP SI iEn1f3PRIVATE AND PUBLIC SECTORS

The decision to share a ride is a personal choice made by the participants. The
choice-cannot be mandated, buir conbe influenced through education and the use
of incentives. ployers are i-8T_ey sition to deliver incentives and encourage -
participation. Public agencies can--dopt policies and progress that Sprt private
so!or efforts. Both private and public sector leaders mst rticipat in t an-
A ni d'i=p mentat'on activities for the maximum effectiveness.

The Task Force has concluded that the partnership should be formalized through the
citation of -- - -

.,-A State Rideshare Adviso!w Board to assist the Commissioner of Transports-
tion eve oat of a statewide strategic plan fol ridesharing and to
advise tbe Cmmissionei on its Iplementation.

R. ional lidgehare Boards to coordinate strategic planning and implementa-
t o f rideshar programs in the 13 development regions of the State and'
to encourage local government and local business participation.

Local Rideshae Proge developed and implemented by a local private/oablic
sector team.

The organizational structure needed to accomplish the partnership arrangement sready
exists. No new agencies or staff are needed. Specific roles recommended for the
participants include:

. Lane employers providing ridesharing
oWnv WtE PODUic assistance.

services for their employees on their

4'. ~4~*.*
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A & co Po tive effort bY both the private and public sectors in local coa-
imitios to OlgarnTl rdesharipg services for delivery to employees of

mailer employers. -Ridesharing progiSUs and services should be decen-
tralized.

state, reional and local M!g! g 4 should develop facilities and
adop policies "ort e of desharin, develop stntegic plans with
the private sector aad support ,,the development of ridesharing services
in local, areas. -

Private s~gtor !Mloym and Orsanizatons should provide ridesharin.
pr for their employees, participte with public ,sector, strategic
planning efforts and take. the lead to form local ridesharing organizations.

TASK FORE MCOHENDATIONS

The Task Force has identified barriers that must beloved and-inceutives that can
be iqplemented. Specific recommendations and te responsible implementers are su-
marized as follows:

. Advance legislation for elimination of barriers, creation of incentives and
the funding of locAl ridesataing programs in" 1981.

SEstablish an awards program to recognize outstandingridesbarkng program.

IRE LEGISATrM

;: w-falt Inurance legislation to alleviate liability concerns':" - Provide Incentives to employerslcorporstions by -

- establishing investment tredits for van 'acquisition
. - providing tax cjdItfOA rides-hare prot investments'

. Eliminate taxable income .barriers to ridesharing
Adopt provisions of the Model Law on RidesharingS
E establish a unique Mis-aio3lass for rideshare vehicles

*Provide funds i~fird*ihare prOstmi
. Permit l;t axing authorities to "Special Levy" for transportation

program costs
. Commission a study of land use code impacts on ridesharing

, a CMEISSIONER OF TRASPORTATION

Appoint a State Ridqhal dviso bard "
Develop a statewie straa *jc I f NESTRDSHE
Continue di t offa-cllties and preferential access
for high occupancy vehicles
Provide funding to assist regional, subregional and/or local programs

lane5
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Establish rideshar programs for employees:

- make ridesharing a company objective
- appoint rideshare mansSers
- budget and provide funds
- provide incentives to employees--parking preference, flexible hours,

use of employer-vehicles, subsidies, payroll deduction and shuttle
services

. Support national end state legislation that eliminates barriers and pro-
vides incentives to ridesharing

. Participate on ride*share advisory boards
0 Provide assistance to oam-employees
0 Provide loaned executives or other resources to sulti-employer, local and

subroonWprgas Md other employers
* Promote ridshawrl a other employers

Me HRort H e, share theas in corporate advertising

PEGIMIAL DEVWLOPf COWISSIONS A METMOPOLITAN PLANNING ORGANIZATIONS

0 Provide strategic planning leadership for ridesharing programs by reviewing
transportation plans, establishing ridesharing as a priority, identifying
possible providers in local areas and determining appropriate models for
ridesharing delivery

6 Establish private/public Ridesharing Management Boards to guide, review and
make recomendations on the regional ridesharing plans.

CITIES, COUNTIES

* Participate in regional and local rideshare projects
. eiw lad use codes to remove barriers to rideoharing
* P idero facilities and implement preferential parking policies
* Implement poyee rdshar pro u
* Provide support ,for local ridesharing programs

TRANSIT AThOITIES

* Incorporate ridesharing in oerations and advertising
* Participate in local ridsh--r proJeCt$

ORGANIZATIONS -- PUBLIC AND PRIVATE

SParticipate on the state rideshare advisory boards
" Provide leadership for the industry, trade, profession or interest group

" Support public and private sector rideshere efforts

INSURANCE INDUSTRY

" Clarify the impact of various forms of carpooling on insurance coverage and
rates and publicize the savings available from carpooling

. Promote the insurance savings features from ridesharing by aggressive mar-
keting of ridesharing premium discounts
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Senator Bob Packwood
Senate Finance Counittee
2227 Dirksen Senate Office Bldg.
United States Senate
Washington, D. C. 20510

Dear Senator Packwood:

The Specialty Advertising Association International

(SAAI) by its attorneys, is pleased to express its unquali-

fied support of S. 31, the bill which deals in part with the

deduction of expenses in connection with the business use of

homes.

SAAI is a trade association whose 2400 members manu-

facture or distribute specialty advertising products. Those

products consist of useful items, such as ballpoint pens,

which are imprinted with advertising copy and distributed

free of charge for advertising or promotional purposes.

Many distributors of specialty advertising products use

their homes as their principal place of business and many

more retain sales representatives who also use their homes

for such purposes. Moreover, a significant number of persons

in the industry use their homes to conduct a second business.
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S I supports those provisions of S. 31 dealing with

the use of a home as a business and has no comments on the

other provisions of this bill. The Association believes

that sections of the Internal Revenue Code dealing with the

business use of the home and proposed regulations implementing

those sections are unfair and discriminatory. Under those

provisions a person may not deduct the expenses for using

his home as a business unless that business is his "principal

place of business" [IRC Section 280A(c)(1)). This clearly

discriminates against the person who conducts two businesses

(one in his home) in favor of the person who has only one

business.

The validity of the deduction should not depend on

whether the taxpsyer-Eas one, two or more businesses. De-

ductions for a taxpayer who conducts a second business are

no less legitimate than those deductions for the taxpayer

who has only one business. To penalize the person who has

two businesses is simply unfair. Moreover, such a penalty

is poor tax policy because it discourages industry on the

part of taxpayers, who might otherwise seek to a supple-

mentary source of income.

Accordingly, we urge that this measure be enacted.

Sincerely,

Malcolm D. MacArthur
Counsel
Specialty Advertising
Association International

BEST COPY AVAI LAB

V
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TOF THE
AHERICAN FEDPATION OF TEACHERS, AFL-CIO

BEFORE TlE UNITED STATES SENATE
S-31

Provisions included in the 1976 Tax Reform Act, and subsequent inter-

pretation of those provisions by the Internal Revenue Service, have provided

grave difficulties for American classroom teachers.

Specifically, the IRS will not allow a homeowner who operates a part-

time business from his or her home to deduct business-related expenses for

that office. This holds true even if the homeowner satisfies all other re-

quirements for the home office deduction. The fact that the business is part-

time disallows the deduction.

The U.S. Department of Education has reported that in 1978-79 the average

annual classroom teacher salary in the United States was $14,970. The Bureau

of Labor Statistics of the U.S. Department of Labor has reported that in autumn

1979 the average cost of an intermediate budget for an urban family of four

was $20,517, or $5,547 more than the average teacher earned. Even if one con-

sidered the lower family budget figure of $12,585, there were 10 states with

an average classroom teacher salary below this figure.

It should come as no surprise that many teachers have part-time jobs.

Bureau of Labor Statistics data show that 325,000 elementary and secondary

teachers in the United States hold multiple jobs. In fact, 16 percent of all

male teachers, and almost 7 percent of all female teachers hold second jobs.

BLS data also show that 28 percent of those teachers who hold second jobs are

self-employed workers, that is, they have their own businesses. These part-

time businesses, operated by teachers to supplement their small incomes, re-

quire offices and it is reasonable to assume that these offices will be in

the home. Another 25 percent of those holding second jobs are employed in
service industries where an office in the home might be required.

Such a home office requires an expense to the teacher having a part-

time business, and current regulations do not allow the deduction of such

expenses from the teacher's income tax. This, in our opinion, comprises

inequitable treatment of a taxpayer who is struggling to earn a decent income

to supplement the low pay earned while in public service.
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Page Two

The position of the American Federation of Teachers is that the Internal

Revenue Code should be changed to allow deduction for the home office for a part-

time business, as long as all other provisions for the deduction are net.

Therefore, we urge support for S-31 introducoo in the U.S. Senate by
Sen. Bill Armstrong (R-Colo.). This bill, if enacted into legislation, would

correct this obvious wrong at minimal cost to the U.S. Treasury and provide

equity for those operating part-time businesses from their homes. To faii to

enact this legislation would mean further sacrifice for those who are already

sacrificing by holding lower-paid public service jobs.

/es

February 23, 1981
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rebruary 27, 1981

Subcommittee on Taxation and
Oebt Management

Committee on Finance
United States Senate
2227 Dirksen Senate Office Building
Washington, D.C. 20510

Attention: Mr. Richard Bolas

Dear Hr. Blas3

am writing to call your attention to a problem
involving the application of section 280A of the Internal
Revenue Code to certain business traveling expenses. I
believe it could be solved by simple legislation in the
form of an amendment to S. 31,-on which the Senate Sub-
committee on Taxation and Debt Management hold a hearing on
february 23, 1981.

The Problem

The problem concerns the allowability of various
deductions with respect to the use of a dwelling unit as
lodging by a taxpayer who is traveling away from home on
business. A taxpayer who frequently travels to a particular
city on business often prefers to lease an apartment or rent
one on a month-to-month basis, or to buy a condominium or
cooperative apartment, rather than to stay in a hotel. In
some cases, the cost of maintqixning an apartment is less
than it would cost to rent a hotel room on each business
trip, and in most cases, the taxpayer finds it more con-
venient to have an apartment available on a regular basis.
Sometimes an apartment is rented or purchased for use by one
or more business associates. For example, a law firm might
maintain an apartment for use by its members who are required
to be in a particular city for business reasons. On occasion,
the apartment, used predominantly for business traveling,
might also be used in the course of personal traveling.

uMeW a.Saor -0m

"&af on $D-o*
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Kr. Richard Bela@
February 27, 1901
Page Two

To the tent that an apartment is used as lodging
by persons in a legitimate business travel status, the •
expenses of maintaining it (like hotel costs) would clearly
be deductible in the absence of section "280A -- unless the
expenses were "lavish or extravagant under the circuastances"
within the meaning of section 162 (a)(2). In fact, the I
allowability of such deductions is recognized in the explana-
tion of section 260A contained in both the Houseepnd Senate
committee reports on the Tax Reform Act of 1976:; ,

With respect to an apartment or
residence used by a taxpayer while in a
travel status, the expenses attributable
to the maintenance of the apartment or -
residence are treated as lodging expenses-
subject to certain other riaes relating
to deductibility (sec. 162). As such,
the expenses are deductible only if they
are reasonable and necessary in the con-
duct of the taxpayer's business and
directly attributable to it. "Lavish or
extravagant" expenses are not, allowable
deductions. The expenses attributable
to the apartment or house are deductible
as lodging expenses if properly allocable
to the taxpayer's trade or business even
though the transportation expenses are not
deductible because the trip was undertaken
primarily for personal purposes.

Despite this clear explanation, other language in
the committee reports. could be read as indicating Congress's
intent to displace all prior law by imposing a new set of
restrictions on the deductibility of any expenses with
respect to a dwelling unit -- including those that would
otherwise qualify as traveling expenses. Also, the language
of section 28a)A itself, which broa4ly defines the term
"dwelling unit" and applies to any dwelling unit used during
a taxable year for personal purposes for more than the
greater of 14 days or 10 percent of the number of days the unit
is rented, loaves room for an interpretation that requires
disallowance of the deduction of traveling expenses.

* N.R. Rap. No. 658, 94th Cong., 1st Sees. 158 (1975);
S. Rap. No. 938, 94th Cong., 2d Seass. 145 (1976).

':~

1'':,
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Mr. Mahoard Ws
Feb="--y 27, 1981
Paq Three

Zf section 280A were applicable to travelin
expenses (a) expenses that might not be deductible Include
rent, or in the case of a condominium or cooperative apart-
ent owned by the taxpayer, depreciation, fees or assessments

paid to an owners' association, and other maintenance costs
and (b) even if an exception were available under section
2804(c), these traveling expenses would still be subject to
the limitations contained in section 280A(c)(S).

.-, Moreover, it seems unlikely that Congress intended
to require the total disallowance of traveling expense
deductions merely because an apartment is sometimes used for
personal puposbe. The rules for deducting traveling expenses,
as described in the committee reports, were clear and not
ariticixdd at the time section 280A was enacted; and the focus
of section 280A was on vacation homs and home offices, both
of which were subject to substantial abuse. Thik abuse
potential is not true for the traveling expense deductions,
which are controlled by well-established rules under section
162(a)(2).

Suggeste4 Solution

The ambiguity with respect to the applicability of
section 280A to traveling expense deductions could be
removed by the following simple amendment to section 280A
comprised of a new subsection (d) of Section I of S. 31:

(d) EACZPTZIO FOR TRAVELING
?,,UPZNSES. -- Subsection (b) of section
280A of such Code is amended --

(1) by inserting *TRAVELING
,-WE8SES," before OETC.8 in the caption,
and

(2) by striktnq out ". and
inserting in lieu there'.)f *, or any
dadaction allowable unJer section
162(c) (2).6

To remove the ambiguity retroactively, it would be
necessary to insert ", (b), and (d)" in place of "and (b)"
in Section 2 of S. 31.

This amendment is very narrow, since it allows
only deductions for traveling expenses which meet all the
requirements of section 162 (a)(2). For cases where a
dwelling unit is used at times as lodging in the course of

N'

I '
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Mr. Richard Belas
February 27, 1981
Page Four

business traveling and at other times for other business
,activities -- for example, as a home office or for rental as
a vacation home -- the deductibility of expenses relating to
these other uses would continue to be governed by the
limitations of section 280A.

I hope that the Subcommittee will rectify the
traveling expense problem by an amendment similar to the one
suggested above.

Sinc~r ly,

4rtimer M. Caplin

850
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National Association of Van Pool Operators

A TESTIMONY

by

THE NATIONAL ASSOCIATION OF VAN POOL OPERATORS (NAVPO)

regarding Senate Bill S.239

Ed Harks
Executive Director
March 9, 1981

12208 W. Kingsgte Drive • Knoxville, Tennessee 37922
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The National Association of Van Pool Operators (NAVPO) is a non profit

organization founded in 1976 by 31 vanpool pioneers who believed that

this method of comiter transportation offered a viable solution to the

existing and increasing problems resulting from the generally accepted

single occupant mode of commuter transportation.

The goals of the association are to promote ridesharing in general and

vanpooling in particular. In addition to publicizing the benefits of

"a preferred commuting alternative", the association has worked diligently

to encourage the elimination of legal and institutional barriers to

ridesharing, and has been instrumental in encouraging the deregulation

of vanpooling nationwide and the establishment of policies regarding

readily available and reasonably priced insurance.

Acting as an information exchange and referral service to the early

"*groundbreakers" who had established successful vanpool programs, the

organization was either directly or indirectly responsible for the

formation and growth of most of the major ridesharing/vanpooling programs

which have developed and exist today.

Current NAVPO membership exceeds 440 companies or agencies -- the

majority of the membership consists of companies who sponsor rideshare/

vanpool programs, but also includes local, state and Federal agencies,

vendors offering equipment and services, others interested in furthering

the benefits of ridesharing, and even individuals in the above categories.

Today, the association is international in scope -- nine Canadian members

are on our roles and presentations have been requested and given to several

foreign nations. Inquiries continue to be received from around the world.



Hr. Chairman, it is with great pleasure that I offer this testimony

today. The history of ridesharing is rich with stories of uphill

battles !- those dealing with elimination of barriers and restTaints,

and those of trying to convince the die-hard single occupant commuter

that there really is a better way. The advent of S.239 provides a

sorely needed vista of positive encouragement for both companies and

individuals. Heretofore, the majority of efforts hpve come from the

private sector; Senate Bill S.239 represents a significant step forward

by the public sector.

When considering ridesharing as a whole, several factors need to be

addressed -- unfortunately, some of the most significant factors are

those stressed the least, if mentioned at all.

In recent tradition, ridesharing came to be associated primarily with

energy conservation. The events of the past decade as related to

dependency on foreign oil have resulted in a drastic impact on the

American economy. Efforts to overturn the need to import to meet our

demands through voluntary conservation have only been mildly successful.

Ridesharing has played an important role in reducing gasoline consumption,

but the potential savings has only been tapped. Gasoline consumption

represents about 30% of the U.S. total petroleum demand according to a

1976 report by the Office of Technology Assessment. Ridesharing, by

the simple fact of reducing the number of vehicles used for the daily

commute trip by American workers (over one-third of total pasenger car

usage) can significantly reduce the demand.

The bottom line, of course, is the reduction of the economic impact to

our nation caused by the necessity to import to meet demands. However,

-2-
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ridesharing $oes much further than that. As important as energy use-

and demand aii to this nation, ridesharing in itself presents many

significant additional benefits to the economic aspects of our nation

sa whold.- For example

* Ridesharing reduces air pollution since fewer vehicles

are contaminating the environment.

* The efficiency and productivity of our Street and Highway

Systems will increase as the number of vehicles are decreased through

ridesharing. (According to an Office of Technology Assessment report,

the degree of congestion on our highway systems can only be expected

to continue to increase. Smaller cars alone won't solve the problem.

Ridesharing is the answer which could reverse the projections.)

* The additional direct economic impact for both individuals

and companies is truly significant and may well be the single factor

not com-only addressed in proportion to its benefit in this time of

economic stress.

- To an individual who participates in ridesharing,

a direct and mediate increase in spending capability is realized as

the result of the savings in the cost of the coimte trip. The cost

of owning and operating a single occupant vehicle (at the current

recognized IRS rate of 22h cents per mile) would be about $2700 for a

worker who has a daily work trip of 50 miles (25 miles each way).

Vanpools, on the average (before the most recent gasoline price hikes)

cost a rider about 4C per mile. The direct comparison savings to

ride in a vanpool would exceed $2200 per year - an 11% increase in

spending power to a $20,000 per year wage earner. If the figures

from the 1980 Pocket Fact Book (Highway Users Federation) are used

-3-
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(48.8c per mile driving alone; 5.7o for 10-occupant vanpool) the savings

could exceed $5,000 per year for the participating wage earner.

- To the company which sponsors a ridesharing

program, the economic impact can be a far-reaching management tool.

Ridesharing can attract and broaden labor markets by making available

commuter transportation at reasonable cost where none previously existed.

Ridesharing can make parking areas (vacated by the reduction in the

number of commuter vehicles) available for building expansion or other

higher level usage -- this in fact could avoid a necessity to relocate

due to company growth, or even allow growth which otherwise might. be

stymied by the economic impact of a relocation. The peer pressure of

ridesharing can reduce tardiness and absenteeism; a more relaxed worker

who has not had to fight the hassle and congestion of the rush hour

commute (and who is not dreading the same end-of-day trip home).will be

a more efficient and productive worker.

The time has come to consider the economic benefits of ridesharing to

the individual participant, to the company who sponsors such programs,

and the our nation as a whole, in a much broader sense than the obvious

benefit of reduction of gasoline consumption.

Senate Bill S.239 is probably the most important step that the public

sector can take at this time to encourage the growth and expansion of

ridesharing. Its need is already overdue. Unfortunately, the advances

in ridesharing over the past several years can be attributed to efforts

of the private sector -- for the most part, companies have recognized the

benefits and have on their own initiative (and with their own capital)

organized and promoted programs which have proven very successful.

-4-
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It is now time (and this bill offers the opportunity) for a strong

public/private partnership to encourage all forms of ridesharing --

S.239 offers the forum for achieving that purpose. This bill is the

mechanism which can foster a most worthwhile goal.

NAVPO wholeheartedly supports all titles of the proposed legislation.

In particular, we comend the following aspects of the proposal:

* the expansion of tax incentives to individuals who

purchase a highway commuter vehicle for ridesharing use. Previously,

such tax incentives existed only for businesses. A 15% incentive

($1,800 on a $12,000 van for example) could make all the difference in the

world to an individual who is considering the purchase of a vehicle

to start a vanpool with his fellow-worker/neighbors.

* the clarification of certain ambiguity of current law

relating to questions of taxable income to employees of transportation

benefits made by employers; of accounting for administrative costs of

ridesharing programs borne by employers; and of collection of fees

received by individuals who drive/operate ridesharing arrangements.

(Direct inquiries received by this office *icate this concern is one

of the primary factors which discourage the start of many new programs).

* the increase of tax credits to a higher level for businesses

purchasing or leasing ridesharing vehicles. With today's belt-tightening,

this item alone may well be the decisive factor in a company's decision

to implement/abandon plans for a sponsored program.

* The incentive aspects of Title IV may well be the most

productive features of public efforts to date. No funds are required

until action has been taken. This is a pure and simple incentive program

-5-
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which should result in a significant impact on businesses to greatly

encourage ridesharing in all its forms. Participation will be relatively

easy to monitor -- periodic home to work travel surveys and/or parking

lot occupancy checks will provide ready statistics.

* The restoration of gasoline tax deductions will serve to

offset the increasing costs of motor vehicle fuel to the ridesharing

participant and make the single occupant vehicle less attractive for

an economic standpoint.

In total, the effect of this legislation will reduce the cost of

commuting by ridesharing to the individual wage earner at all levels,

and will provide significant economic benefits to companies who

sponsor ridesharing programs. It will create a public/private sector

degree of cooperation in support and encouragement of ridesharing.

It will demonstrate, by the offering of straight forward incentives,

the support of the Federal government of ridesharing as a whole, and

the support of the efforts of the private sector in implementating

ridesharing programs. It can be a stimulus with far reaching impact

on many phases of the current American economy.

Hr. Chairman, on behalf of the National Association of Van Pool Operators,

I strongly urge your positive consideration of Senate Bill S.239.

- 6-
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February 19, 1981

The Honorable Robert Packvood
Finance CoMLittee
U.S. Senate
2227 Senate Office Bldg.
Washington, DC 20510

Dear Senator Packvood:

This letter is offered as testimony in support of Senate Bill 239,
the Comuter Energy YEffcienc-A-, and offered in support of an
amendment to that legislation.

About the Writer

Seattle/King County Comuter Pool Is a subrelLonal ridesharing program
serving the jurisdictions in and around King onty, Washington. The
program started in 1974, and it includes: ridematch assistance,
parking management, a public vanpool program, flexible york hours
promtion, joint utilization of vans with social service agencies,
tehnical assistance for indIvidur.q and for employer ridesharing
programs, incentive development, informational services and marketing,
and Vocal regulatory reform efforts. Computer Pool wes cited in 1979
by this President as one of three national Showcase Ridesharing Prograsn
fetu-ed at the inception of Initiatives in Ridesharing.

Conservation and Ridesharina

The transportation sector of this nation is extremely dependent upon
petroleum fuels. The slight shortages of petroleum ye have glimpsed
in the last seven or eight years have awakened us to the grim reality
that a deep and prolonged shortage could paralyze this country. Even
slight shortages threaten to stifle the ability of our economy to grow
and to remain vital.

Conservation, through the increased productivity of ridesharing,
facilitates growth in a time of restricted fuel supply and dampens
the paralyzing impacts of shortages. Ridesharing and mass transit
utilization by computers are, in large part, the keys to conservation
in the transportation sector. Tventy percent or more of the coemuting
workforce currently rideshare. This participation is largely a result
of success, at both state and national levels, in removing the legis-
lative, regulatory, institutional, end attitudinal barriers-in both
pub. ic and private sectors-which constrained ridesharing development
throughout the 1970's. The challenge now before us is to involve more
and more Americans. particularly employers, in voluntary conservation,
by means of incentives.
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The Ronorable Robert Packwood
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Need for Incentives

A fuel crisis or extreme price hikes would eventually force comaters to depend
o0 ridesharing and mass transit, but more extensive utilization of ridesharing
and mass transit nov can postpone the painful and discriminatory price hikes,
and possibly the crisis of shortage itself. Mandating ridesharing and mass
transit utilization i out of the question. Even if obedience ver* assured,
government could not afford to provide the capital and machinery to transport
1OOZ of our workforce.

Private sector ridesharing utilizs the existing capital and vehicle infrastructure.
Ridesharing is an example of people--employers and employees, individuals or
organizations-combining efforts to solve their own transportation-energy problems.
They do so without the burdens of regulation. They do so effectively, saving
energy to benefit other Americans and eliminating the need for lerge rverunent
expenditures, hence tax burdens on other Americans.

Ridesharing is an ideal nongovernmental solution to a pressing problem. For the
benefits which can be realized from the participation of more and more co mutere
in rideeharing, Inducements to ridehare should be offered. The barriers to
ridesharing have been removed. The remaining step needed to realize the full
potential of ridesharing is to provide substantial incentives to sponsors and
participants, and to market those incentives to the public.

The Incentives of S.D. 239

Everything contained in S.D. 239 provides or facilitates an Important incentive
to rideshare. Four points are addressed here, in order of special importance to

Commuter Pool.

First, Section 201, Qualified Transportation Excluded From Gross Income, is of
primary importance in this legislation. If the amount of any subsidy by an
employer to an employee and the amount of any delivery cost of that subsidy is
taxable income to the recipient employee, employers will balk at the added paper
trail sand accountlg required to weet the requirements under existing tax laws.
Would-be recipients of the subsidies will be reluctant to have these employer
subsidies and delivery costs increase their personal income taxes. As a practical
matter, marketing ridesharing to employers and employees is handicapped and con-
strained by the inclusion of these subsidies and delivery costs in the gross
income of the recipient. Not only will the income exclusions of Section 201
provide a real, economic incentive for ridesharing and transit subsidies, but
they remove a practical handicap to successful marketing efforts. It is further
important that this section recognize& the importance of subsidies to all modes,
and includes them, in order to have a broad and effective program.

Second, Title V - Gasoline Tax Deduction is a key incentive, from a reinforcement
point of view. Each time a carpool or canpool operator fills his tank, he will
be reminded that part of that ever-growing gas bill will be refunded as a reward
for his daily efforts to provide rides for others and to ease the consmption of
that fuel. The dollar amount of the incentive may be mall, but the psychological
value is very high.
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Third, Washington state has made extensive efforts to promote vanpools operated
by individuals. Sighty percent of Washington's employers are "small businesses."
Not all are by any meas in a financial position to provide vanpools or other
subsidies to their employees. Joint programs monS mall eployers are being
considered, but these require extra coordination. A large portion, then, of
Washington's workforce must rely upon their own initiative to participate in ride-
sharing. When an individual faces a $15,000 investment in a vanpool in these times
of high interest, not only does an incentive seen an appropriate reward, it is
quite a necessary requisite. When the solution to our energy-transportation
problems is shifted smoothly to individuals in this maner, the maximum flexibility
and independence viii be achieved with the minimum of government intervention and
cost.

Fourth, Section 303 excludes driver incentive ilegse from the mileage considered
under the "80/20" rule when determining qualification for the investment credit.
This is a very positive step, but it does not Xo far enotch.

The 80/20 rule should be eliminated completely, because 1) it is a redundant
safeguard, and 2) it causes inefficient utilisation of capital and vehicles.
The Treasury Department Initiated the 80/20 rule to prevent a business from
purchasing a van, claiming the commuter highway vehicle investment credit, and
then utilizing the vehicle for business purposes.

So long as the vehicle is used for the required 3-year period to transport computer
according to the intent of the law, the auxiliary uses should be of no Importance.
If the auxiliary use is so substantial that the vehicle vears out prior to three
years of commute use, the normal investment tax recapture provisions will recover
the investment credit and act as a safeguard.

Without the 60/20 rule, the employer must show proper utilization of the vehicles
by computer. With the 80/20 rule, the employer mst show, in addition, detailed
miles.. records and show that the vehicle spent a majority of its time sitting idle
and depreciating. Not only does this result in a recordkeeping fiasco, but the
inefficiency Is repugnant to business.

The other sections of this legislation are also important. Respecting your
coittees time and important work, we reserve more detailed remarks on those
sections. Plese accept our thanks for this opportunity to share our operational
experience and our opinions with you.

Sincerely,

Wiien T. Roach
hprore manager

VII:jVd
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Bmuvuz, Wm., Februay 17, 1981.
Mr. BilL ROACH,
fMaho, Seatte King County Commuter PoolSt.' ' attk Was&.

Da" bu . I understand that you intend to send a package of support for S. 289
to the S&ite. Finance Committee. I would ask that you include this letter with your

Ths bill would be very effective in encouring more people to switch from
driving their own cars to capool or vanpoop. Wit u the current amount of foreign
oil imports and the extremely vulnerable position this puts our Nation's economy
and national security, we simply must do everything we can to reduce energy
consumption. This bill would be an important step in that direction.

Seccally, the provisions to give a 15-percent tax credit to an individual who
purchase a van for pooling and allowing an income tax deduction for State and
Federal gas tax used in carpooling and vanpooling would give a significant incentive
for persons to form carpools and vanpools.

The other portions of the bill which encourage businesses to provide incentives to
employees are also effective ways to encourage more energy-efficient transportation.

In summary. I encourage Congress to pass this bill, as one step toward achieving
our country's goal of energy independence.

Very truly yours, DON TANu.
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UNIVERSITY OF WASHINGTON . - .
SEATTLE. WASHINGTON 9,

Qjhv .1 4 Via Pidufor Dssiasm sad Fi~umv
February 19, 1981

The Honorable Robert Packvood
Finance Comwittee
U.S. Senate
2227 Senate Office building
Washington, D. C. 20510

Dear Senator Packwood:

University of Washington staff have reviewed S. 239 that would mend
the Internal Revenue Code of 1954 to provide a credit against income tax for
the purchase of a computer vehicle, exclude from gross income certain
amounts received in conection with ridesharing, and provide employers a tax
credit for costs incurred in ridesharing program.

The University is a tax exempt organization and, therefore, would not
directly benefit as an institution from the tax incentives provided in S. 239.
However, we do support the bill, especially the provision of tax incentives to
employees to purchase vehicles for thepurpose of ridesharing.

The University has operated a vanpool program since 1973. We have
eleven vanpoola in operation now, but our program ha. peeked as budget constraints
do not allow further purchases of vans for this program; hence our particular
interest in a measure that vould encourage euployee-nmed vans.

The University of Washington supports incentives for ridesharing program
as is evidenced by our various alternative transportation program. We wish to
thank the members of Congress for their efforts on behalf of ridesharing and
encourage the passage of S. 239.

Sincerely.

J. F. Ryan
Vice President for Business

and Finance

cc: Mr. William T. Roach, Program Manager
City of Seattle/King County Comuter Pool

306 AAinh' tws Bs dda, AH-O / Tdc.m.: (206) 543-6410
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SUBMITTED TO THE

SENATE FINANCE SUBCOM4ITTEE ON
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The American Land Development Association (ALDA) represents the

recreational, resort and residential real estate development industry.

Our member companies develop, build and sell second (vacation) homes,

condominiums, destination resorts, recreational vehicle parks and campgrounds,

retirement and new communities, mobile home parks, resort timesharing

facilities and marinas.

The Association appreciates this opportunity to express its strong

support for S. 31, introduced by Senator William Armstrong (R-CO), which

among other things is aimed at clarifying the deductibility of expenses

incurred by taxpayers in connection with their personal use and rental

of residences. Our interest in this legislation concerns primarily its

effect on "vacation home" and stems not only from our role as developers

of recreational/resort/residential properties, but also because our

customers -- past, present and future -- are affected significantly by

its provisions.

Rental to Family

In the regulations proposed by the Internal Revenue Service on

August 7, 1980 (45 FR 52399), to implement the provisions of the Tax

Reform Act of 1976, the taxpaying owner of a vacation home would be

penalized severely if he rents his unit to his own relatives -- even if

such rental is at fair market rental rates and the taxpayer himself

never sets foot on the property during the tax year. Such an interpretation

of the statute is absurd. We do not believe that the Congress intended

that rental to a family member should be considered "personal use" by

the taxpayer' but rental to a stranger is not, when rentals in both

situations are at fair market rates. Section l(b) of S. 31 would make

it clear that rental to a relative at a fair market rate would not be

considered "personal use" of the property by the taxpayer.
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A potential problem area which S. 31 does not address is.definition

of the term "fair rental." Under the proposed regulations, for example,

use of the residence by a third party at a discount is considered "personal

use." Discounted rates are comon at a destination resort (i.e., a

resort with overnight accommodations). There are often group meetings

scheduled at the facility, and tour packages are often sold through

airlines, travel wholesalers, etc., using discounted rates. In the

absence of any statutory provision to the contrary, a normal discount

rate may not be considered by the IRS to be "fair rental." Unless a

clear distinction is made (the present statute uses the language "under

the facts and circumstances"), destination resorts will be subjected to

an unfair competitive position by being unable to compete for normally

discounted business. This in turn could reduce occupancy, thereby increasing

the taxpayer/owner's tax shelter loss. To avoid this problem, the Subcommittee

should consider making the statute clear that a discounted rate can be a

"fair rental" rate, depending upon the facts and normal trade practices within

the industry.

Use for Repair, Maintenance

S. 31, under Section 1(c), would clarify the Congress' intent with

respect to the use of the vacation home by a taxpaying owner for repair

and maintenance purposes. In its proposed regulations, the IRS took the

position that the owner would be charged with a full day of "personal

use" if others (e.g., family members, friends) who accompany him to the

property do not join the owner in repair and maintenance activities. We

do not believe the history of the repair and maintenance provision supports

such a conclusion. This rule should be applied only to the taxpaying

owner of the residence, not to others who may accompany him. Aside from

the absurdity of the IRS position on this provision, we question how it
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could possibly be enforced. Senator Armstrong's bill would solve this

problem by making it clear in the statute that the owner would not be

charged with "personal use" under the circumstances.

Application to Timesharing

As the national organisation representing most of the nation's

timesharing developers, we are compelled to comment on the application

oZ Section ;A tax deductibility limitations on timesharing. In the,

first place, we are assuming that these provisions apply only to the

ownership form of timesharing, where the timeshare is owned in fee simple,

and not to the right-to-use form which is a non-ownership interest.

Secondly, in the regulations proposed by the IRS, as well as in earlier

testimony to the Subco ittet, some erroneous impressions concerning

timesharing may have been made. The IRS' example of "... an arrangement

under which each of twelve persons with interests in a unit is entitled

to exercise control over the unit for one month during the taxable year..."

is not typical of a timesharing arrangement. Most timesharing units are

sold for 50 or 51 weeks per year (at least one week annually is reserved

for repair and maintenance by the developer or managing entity). And,

the great majority of timeshare purchases are for one or two-week intervals.

The latest industry-wide study by our Resort Timesharing Council, based

on a survey of nearly 10,000 purchasers, reveals that the average annual -4

timeshare purchase is for 1.8 weeks. Thus, using these figures, the

number of owners of a particular dwelling unit teing timeshered is most

likely to be about 28; but, in some rare instances, it could be as high. a

as 50 or 51.

Earlier testimony also indicated that "()t is.. .coon for tax"Yers

to purchase a time-sharing unit as an investment without any intept to

utilize the unit for personal purposes during his ownership period or
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any othir time period." While that sat'eument certainly is not untrue,

it should be pointed out that our extensive survey reveals that an overwheliting

majority (71.4 percent) of timeshare purchases are made because of the

opportunity to exchange time at other resorts throughout the vorid. The

second most frequently cited motivation for puychasing a. timeshare was

~the opportunity to save money on future vacation costs (59.4 percent),

with the investment or resale potential given by only 38.8 percent of

those responding to the survey. Moreover the survey shows that 62

percent of the purchasers already have used their own timeshare unit.

When combined with the respondents who have not yet used their own unit

but have taken advantage of the exchange privilege, it appears that

about three-fourths of the purchasers already have used a timeshare unit

of sowe kind. To say that it is common for purchasers not to intend to

use their unit for personal purposes is not supported by our survey

findings.

* tMore important, however, is the position taken by the IRS in its

proposed regulations: "each of the persons with an nterestin the unit

subject to the timesharing arrangements shall be considered to have a

continuing interest in the unit regardless of the terms of the interest

under locil law." We concur with earlier testimony before the Subcommittee

to the effect that the IRS apparently is saying that the tax deductibility

limitations of Section 280A apply to the taxpaying timeshare owner if

other timeshare unit owners violate the personal use limitations of-

Section M8AWd, even where the taxpayer makes no actual use of his unit

* and he does not stay in his unit at any other time of the tax year.

Suchs, ruling is unfair and inequitable. It would be virtually Impossible

ft the taxpayer to monitor the use, of the unit by other taxPayers (they

are usually unrelated and unknown to one another). To apply the Section

M8A limitations to a taxpayer for the actions of strangers beyond his

I-.81 (

* -
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control is unreasonable. It is important that the Congress give the 1UkS

clear guidance in this unique area so that timeshare owners are not

treated unfairly under these tax provisions.

Quick Action Needed

Finally, we urge the Subconittee to act favorably and quickly upon

this important leS4*&tftbn. The regulations, as proposedwould have delivered-,

a severe blow to the recreational/resort real estate industry -- adversely

affecting both developers and consumers alike. Despite a strong desire

for vacation homes of all types to meet their recreation needs, many potential

buyers would have found a vacation home economically unfeasible if these

rules had been implemented as proposed. That in turn would have suppressed

an already troubled industry as the ability to purchase is restricted to

fever and fever persons. In addition, present second home owners -- i.e.,

those who purchased since 1975 -- suddenly would have found themselves

ineligible for a tax loss and liable for thousands of dollars in additional

out-of-pocket expenses. Moreover, present property values would have been

adversely affected since one of the major advantages to second home ownership

virtually would be eliminated.

Conclusion

While we realize that the Revenue Code amendments enacted in 1976

by the Congress were designed to establish new and more restrictive

conditions for the deductibility of such expenses by taxpayers, we feel

that the regulations as proposed were punitive in nature and far exceeded

the intent of Congress. S. 31 would correct most of this misunderstanding

and provide more clarity to the IRS in its rulemaking activities, and

should be enacted as soon as possible.

Z ,o
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Thank you for allowing us this opportunity to present our comments

on this important legislation. The Association would be pleased to try

to answer any questions the Subcomnittee may have.

ILI.

~r. 7
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STATEMENT ON BEHALF OF ABA LIMITED
TO THE

SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT
COMMITTEE ON FINANCE
UNITED STATES SENATE

RBOARDINO
REVISIONS IN TAXATION OF FOREIGN INVESTMENT COMPANIES

8. 452
February 23, 1981

This statement is submitted on behalf of ABA Limited, a South African

corporation whose corporate headquarters Is located in Johannesburg. The

company is a foreign investment company within the meaning of Section 1246 of

the Internal Revenue Code. The stock of ASA Is publicly traded on the New York

Stock Exchange and almost all (if not all) of the stock is owned by U.S. citizen.

No stock of the corporation is owned by South African citizens.

ABA supports S. 452. This bill would amend the provisions in the Internal

Revenue Code concerning taxation of foreign investment companies to provide that

gains derived by a corporation before It became a foreign investment company not

be subject to the "recapture" provisions under Section 1246.

We are submitting this statement to recommend a further change in the law
to extend the time in which a foreign investment company in existence in 1982 is

allowed to make the election provided in Section 1247 not to be subject to the

recapture provisions of Section 1246. The cut-off date for the election now in the

law is December 31, 1962.

BACKGROUND

In the 1950's, Congress became concerned that foreign nvestment companies

controlled bj U.S. shareholders were being used as a device to avoid U.. Income
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; tazs. The income of these companies was not subject tc U.S. taxation and the
companies Ceonrally did not pay dividends to their UAL shareholders which could be

T. azes ould be Imposed only when the U.S. shareolders sold their stock,
and then only at capital galns rates. To oorrrect this situatIon, cores added

ctlow 1246 and 1241 to the Code In 1962. Section 1246 provided that upon the
ule of stock In a foreign Investment company, the shareholder had to report a"
ordinary Income that portion of his gain attributable to earnings and profits of the
company accumulated after 1961.

Section 1247 provided the shareholders an exemption from Section 1246 if the

foreign Investment company had elected to distribute 90 percent of its Income

currently to Its shareholders In each taxable year after December 31, 1962. If an

election has been made, the shareholder Is taxed at ordinary rates on dividends

received and obtains full capital gain treatment on the sale of his stock. However,
Section 1247 provided that the election had to be made before January 1, 1963.

The shareholders of ABA Limited voted, by a narrow margin, not to make the
election but to remain subject to the "recapture" provisions of Section 1246 on the
sale of stock by shareholders. At that timE, a very substantial portion of stock was
owned by nonresident allens. However, at the present time, very little (if any)
stock Is owned by nonresident aliens.

RECOMMENDED AMENDMENT

We propose that Section 247 be amended to allow a foreign Investment
company In existence in 1962 to make the election at any time. However, If an
election is made after 1962, the shareholders would be required to continue to treat
gain from the sale of stock as ordinary Income to the extent It represw~ts earnings
accumulated after 1962 but prior to the time the election Is made. (hoe suggested
statutory cag Is attached as Exhibit "A".)
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RE5ASONS run THE 4IMElIDMEII

Tho late Doctor Lawrence N. Woodworth, then Chief of Staff of the J6nt,

Committee on Taxation, stated in a 1973 letter to Senator Wallace Bennett that

there was no reason why a foreign investment company in existence prior to 101

should not be allowed to make the election after December 31, 1062, so long as the 7

shareholders were required to pay the same tax they would have been requi-ed to

pay if a timely election had been made. Our proposed amendment is consistent

with Doctor Woodworth's position.

There appears to be no policy reason for not permitting a foreign investment

company to make the election at present, so long as its shareholders would be

required to recognize as ordinary income all of the post-1962 income of the

company (either when distributed or upon sale of the stock or some at each time).

The legislative history of Section 1247 indicates no particular reason for selecting

December 31, 1962 as the cut-off date for the election to currently distribute

earnings. It seems unfair to refuse to allow a company the opportunity to avail

itself of the election based on today's circumstances simply because the company

chose not to make the election based upon the circumstances in 1962. The

circumstances, and the shareholders, have changed since then.

Allowing the few companies which are subject to the recapture provision of

Section 1246 to now make the election should also be an administrative

improvement to the tax laws. While ABA informs its shareholders each year of the

amount subject to "recapture" if stock is sold, the company has no way of knowing

whether the shareholders understand the law and comply with it. It is also doubtful

whether the IRS is able to adequately audit compliance with the law. In fact, the

compliance problem is further complicated by the fact that the regulations on,

determining the ratablee share" of taxable income to be allocated to each

shareholder, which the statute directed the Treasury Secretary to issue, have never

been proposed -much les finalled.

-a-
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Awmlng there has been a reasonable degree of compliance with the law, a
significant percentae of the previously undistributed Inoome appeers to have been
subject to recapture under Section 1246. Over the fou-year period Including 1976
though 1970, some 3.38 million shares of ABA were traded out of the 9.6 million
dmes outstanding during that period - or about 3S percent of the total
outstanding. Also, from November 19M through the end of 1971 over 80 percent of
the shares held by substantial Individual record holders (2j,000 or more shares eaeWh
had changed hands. Admittedly, It Is not possible to determine what percentage of
the total undistributed Income has been subject to tax under Section 1240 since It Is
Impossible to determine which shares were traded more than once and which have
not been traded at all.

Furthemore, since ABA has been currently distributing over 90 percent of Its
taxable Income, It seems unfair to treat ASA In a less favorable manner than other
Investment companies merely because of Its failure to make an election many years
ego. This is especially true since under the proposed amendment ASA%
shareholders will not be able to avoid ordinary Income taxation for gain
attributable to undistributed taxable Income from years prior to the effective date
of the proposal.

Finally, there should be Uttle or no revenue loss to the Treasury - in fact,
there would be a revenue gain sine* ASA and any other company which makes the
election Is required to distribute at least 90 percent of taxable Income to the
shirhlders who will in turn have to pay tax curretly on dividends at ordinary
income rates. This will Increase tax revenues to the extent the dividends are
greater than they would be if no election were made. Presently, the tax on any
Income that Is not distributed to the shareholders is deferred until the stock Is sold.

Furthermore, requiring distribution of income to U.S. shareholder will produce
favorable balance of payments results since the Income Is otherwise held abroad.

.- 4-
J-1 "
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EXIUBZT "Am

AMENDMENT

Amend paragraph (1) of Section 1247(s) as foUows:

1. Strike the words following "124(bXl)" and before the comma preceding
the word *to" and Insert In lieu thereof "and wu In existene on September 31,
1962 elects (in the manner provided In regulations provided by the Secretary) with
respect to each taxable year beginning after such election".

2. Strike everything after the comma foUowing the word "pection" In
subparagraph (C) and Insert In lieu thereof "then section 1248 shall not apply with
respect to any qualfied shareholder's ratable share of the earnings and profits of
such foreign Investment company accumulated during any taxable year to which
such election applies."

* J -'-. .. ,*' <4*

* *~. - ~:.
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STATEMNEU OF 4

THE CONTINENTAL GROUP, INC.

BEFORE

THE SUBCOMMITTEE ON SAVINGS, PENSIONS AND INVESTME POLIO"

OFTHE

S NATB COMMITTEE ON FINANCE -

REGARDING DEDUCTIBLE CONiTRIBUrIoNS FOR RaTIRE EN SAVINGS

As a company with thousands of men and women worldwide working

in packaging energy, natural resources and financial services, %

The Continental Group is acutely aware of the persistent

problems surrounding the maintenance of adequate retirement

income for its employees. There are presently approximately

13,000 living U. S. Continental retirees and that number is

expected to increase by 600 retirees annually over the next

several years. In the neighborhood of 40,000 U. S. Continental

employees are currently covered by the Company's pension plan.

Thus, Continental is continuously interested in the nature of

retirement income both for Company employees and for American

workers as a whole.

Today maintenance of adequate retirement income is beset by

serious and growing problems. Income for retirees is derived

primarily from three sores: Social Security benefits,

..
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company pensions, and individual savings. The gloomy forecast

for proper maintenance of the Social Security system is well

known to all members of this Subcommittee. Continental and

other companies, large and small, can attest to the enormous

expense of their pension plans and the likelihood that this

expense will increase dramatically in coming years. In

addition, our country's current relatively low savings rate

would indicate that individual retirement savings plans will

not make a significant contribution to retirement incomes

unless Congress quickly and effectively acts to provide

financial incentives for such savings.

The Continental Group views this situation with real concern,

and urges Congress to support a general system of tax deductible

retirement savings, We see this as the most promising avenue

for relieving some of the pressure on the beleaguered Social

Security system and for inducing economic self-reliance and

individual savings. Continental applauds the initiatives under-

way in Congress# particularly the Employee Retirement Savings

Contribution Act (H.R. 2207) which would allow employees

covered by qualified retirement plans to deduct retirement

savings contributions to those plans or to individual retirement

accounts (IRAs).

A I
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This approach seems an eminently reasonable means to encourage

employees to plan for their retirement security. The measure.

- would also go a long way in improving investment generally.

Funds placed in individual and group tax-deferred retigmsent

savings programs become part of the pool of much needed

capital available for long term investments. Thus deductible

tetirement savings measures would serve three crucial functions

'that Continental deems absolutely necessary in coming years:

a) Increasing employee retirement security;

b) Providing real economic incentive to Americans to

save more, creating a larger capital pool for the

home mortgage market and business investment,

while easing inflationary pressure and

c) Releving pressure on the Social Security system.

The Company would particularly like to bring to the Subcom-

mittee's attention two aspects of any deductible retirement

savings bill:

First, it is essential that the legislative proposal in

this area be clear and straightforward. To have a good

chance of commanding participation and ultimately raising the

level of U. S. savings, a deductible retirement savings contri-

4.
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bution bill must be readily comprehensible to those who will

decide its practical effects the employees themselves. Continental

stresses the need for a streamlined bill, promptly enacted, which

applies in clear terms, common standards for deductions both to

IRAM and qualified plans.

Secondly, it is important that employers should not be required

to accept employee contributions or to amend existing plans to

accommodate deductible employee contributions. Some employers

may not be capable of adequately administering such a plan to

the greatest benefit of their employees either because of a

lack of expertise or because of an inability to absorb

additional administrative costs. Requiring such employers

to accept these contributions would not be in the interest

of either employers or employees. In these cases, the option

of equivalent tax deductible contributions to IRAs would

effectively serve the same purpose.

As previously stated, Continental takes the position that

deductible retirement savings contributions, if based on

thoughtful and clear legislation, are the most efficient

and effective means to encourage employee self-reliance and

lessen pressure on the Social Security system. At the

same time, it would encourage an increase in the level of

savings in America and add to the capital investment pool



which is so crucial to U.' 8. economic progress. The Continental

" Group urges the Congress to give every consideration to measures

designed to further deductible retirement savings, both for

the future welfare of American workers and for the long tern

health of the American economy.

.JCD:MC

3/9/81

0

..........................

K~4~
* .~ *~v:~

379

4 ;.- i.':


