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TEURSDAY, SEPTIMRER 18, 1380
Jnitef Stztes Senate,
Committez on Finance,
“ashington, . C.

The committ=z2 met, zursuant +o recess, 2zt 1C:20 am. in
rocom 2221, Dirksen ?ehate Cffice 2uiléinc, the Xon. Russell
B, long (chairz=zn 27 the conmiztee) pr=asiiinz.

-Present. Yenators long, Talmacdge, ZiiicofE, Gravel,
Byr?, ¥zlsoa, “zntsen, Yatcunacs, Zfovyninan, Fauvcus, soran,
Bradiey, Dole, tacxwood, Danforth, Chafsze, Heinz, zand
Durenkerger.

The Chairaan. Let's come te orier, Tentiemnen.

¥r. Dole is -=cognized.

i

cenator polis. fr. Chairman, befers we start cur wOork
Just wsnt t> say, T hovs the Story I r#zd in +the Yaszhington
Post +hisg M2rning =ocut mevyte there aight nct be 2z taxy cut
action teken this v=ar tecause of come Ciffererce ¢f corinion
cn the Tsxccratic side, is not =27 accurate =tCcrye.

I thinXk trhe Tinernce Conmittee has Zcne an cutctanding
job. ¢ have not cnly rassed the bill Z¥ & nearly unanimou
vote, we Nive zzrszd, hceth Terpuzlicans znd Pemocrats, to
keep off all "sveci:l interest" ipendrents. i Wculd hore
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that we could zring ur the tax ill next week. If nct, and
I don't say this in a threztening, we #ill fae] constrained

to offer tits znd ziceces of it zc we gc 21lcong teo all

L8

appropriats killis, Yearly every cne that I can think of is

approvpriate.

let me Just say as far as the
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gooa faith zbout the matter, and cre
this bill. I belizve that most of the Semoccrats sitting

d rass
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flere are in similzar good fzith in sayirg that we shou
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the members of the Demsocrztic side are dcing the sane

Se I thinX the record will show, when the time cormes,

onzz have proceeded in gocd faisr feeling that we
id pass this pill and that it is in the naticnal

ect.

If the Zdministreticn, anfé the Dergcratic leadershig,

I hzve no cther chzice, I would vote for that typs of
thing.
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‘ccntinuing to

I hope that we can pass this £ill, and I intend t

suprort it. I will do what I can to bring that ahbso

1

dvocate and ficht for ths cositicn +that this

bill ocught to be called up ané considered on its merits, and

¥y rositicn is clear that es far as I anm concerned, I

have no intention of merching ur the hill, ané then turrning

around and marching bacXkX down the hill. I don't ol

an

to do

business that wav. Anyone that does can make his cosition

Xnci¥n.

I think we have a good bill, ard T am optimistic that

we will yet e accorded the opprortunity to call the
and vote on it. I would 1ike toc see it done before
recess for the election.

Senatcr Dele. I would likg to lezve with ezch
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corle do want a tax cut t
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positive indicstion that
Yyear. Seventy-<ix percent would rather have a tax
a rsduction in Social Security tax.

T sed on 3 legitimate sample by ¢
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heading cn it that sheculd no= detract frem it.
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Senator N=1lson. Yr. Chairman, I have a technical
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amendment to the tax till -- I think it is technical-- which

o)

T would 1lik= tc rzise, and we could dispose of it in two

minutés. Could I rzise that now?

The Chairman. I would hcpe that if vou do, we are not
going to have other amendments raised tc that 5ill at this
point.

Senator Nelscn. If it does not gualify as a technical

4 to defer to

m

amendment, I will withdraw it. I would be 31
stzff and other experfise because I am nct an exrert.

Trhis, ¥r. Chairman, involves one of the nine rroposals
included in that package of small business amendments. It
addresses the mearkst-maker reserve section. Ey oversicht,

we did not allow that reserve crovision to arrly tc stocks

traded on an exchange.

We inaivertently creatszsd a situation where you allcw a

market-maker to set aside ¢ reserve for marketing stocks for

smaller companies, a non-taxed resarve for a ceriod of time,
but if a stock exchznge dces exacily the szpe thing, they do

not have that resercve trovision.
20 we have crsated a discriminaticn in the marketing of

sues. I would

1]

identical stock issues, or sirilar stock i
simply like to eliminate that part that exciudes stock
traded ¢cn an exchance.

The Chairman. Is there any problzm =ztout that, ¥r.
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Mr. Lubick. Y¥r. Chairmen, I woulé sugcest that that
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amendment is more than technical. Thet
the amendment which in effact will 2allcw, really, Senator
Danforth, a colossil "tenben" for the trokerage industry. H

would think thet the basic provision has some very

deficienciss, but this would be just broadening it to allow

compensaticn income to be deferred. We wculd think that
that is much more than technical.

Senator Nelson. I would just say, as to that, this is
limited to stock issues of smaller comranies. ‘¥hat we have
cte?ted by the statute is to =2y that any market-maker
anyplace in the United . States can tzke an issue of §3
million and have the reserve. ©ZSut if that same littie
comrany went toc a place where the stock was treated on an
exchange, they would say, "%o, you canno*t do it here."

It seems tc m=2 that if the princigple is sound, it 1is
sound to agply whether it is a zt+tock exchange or not.

I und tand that the total additicnzl ccst would he

D

rs

Is that correct, ¥r.

fb

$10 millien as

Shariro?

#r. Shapiro. M3 Wwe unidierstand it, the revenue loss
estimate is about F10 millicn. It is d4ifficult to get ‘the
data ccmplately 2n +his. “2 are started workinz on it Just
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rec=ntlv. Zut th

now is §1C =millicn.
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company that is listed on zn exchance, and a ccmnpany which

cocnrenies tha+t have a

is nct. You are getting into learge

a}
'ty

market and are listed on thse exchange, which are clsarly
much easier tc trade. The difficulties in making the market
are not the sam= as thev are in the over-the-counter
situetion.

This is special tax relief to hel: the brokXxers, and not

Senator Nezlson. It iz limited to the stock of smaller
companies with e debt and eguity of §25 million or less. So

it 2pplies to the same companiez whether it is thrcugh an

Gl

exchangz cr soma2 over-the-counter market making activity.
It dces no*t change the size of the company that is elicgikle
for the market-marker tc set asiie this reserve.

Yr. Lubick. %nce a company ic licted on an exchange,

on't
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have ths difficulties with listed companies that zre traded
over the exchance that ycu have with ccmpanies that are not
able to guzlify for listincg. It seems to me that this

significantly expands the ccre of the relief that ics in the

"n

Senator Nelson. Unless T misunderstand, +he identical

comgzary, the sere ceompzny that vou would deny there, could
go tc = marXet-msker zani have its ztocy marketed by that
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market-maker,
Senator Deole. I may ncf have any guarrel with the
amendment, but I thinx with the other agreement we made,
maybe we could take a look 2t it, the sta<f and the
Treasury, and see 1f it could fell into that uncocntroversial

catagorye.

ct

The Chairman. Let's gc back tc where we were.

¥r. Stern. When vou brcke vyecterday, ¥r. Chairman, you
wvere almost done with the ravenue sharing. Ycu had
completed m3any of the meajor items. You were discussing
Senator Lanforth's amendment cn severance taXe.

You hal not voted on i:t, but then vou went to Senator
Moynihan's amendment on the 1836 debt.

.

The Chairman. Serator Yovnihzrn.

Senator Yoynihan. Yr. Chairman, I have two matters.

)

The one that we discusss=d 7esterday, and it presented in the
materiaels of the staff, which is this -uricus business of
the distribution in 1826 of the surclus in the Federal

Treasury to ths thz2n States of the Unicn, with the result of

2
o)
©
-y
o+

$28 million sc distributed, a dedt carried ac : by the
Treasury until an ict of Ccngress in 1910 +“hat sais, "kWell,
don't expect tc ever cet it backe.

it is still carried. - am sorry tc have to tell my

colleague from - ilwauke that Wisconsin was rnot then a
state. Tt comes under the heading cof foreign territory as
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the map will show. There is nothing in this for the State

of Wisconsin.

It is 2 curicus fact that this 211 bonded indebtedness

of the State g

that they owe

century and-z2-nhalf the Treasury, as I understand it,

Sveraments to this day, they have tc record

this money to the Federal covernment.

After a

is

quite willing tc accept that they are never going to get it

T

backe. Iindeed,

t

£

hey hav

time to take off the Books.

Senator Nelson. This occurred irn 183¢°?

Senator “oyn
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done that some years ago, and it is

Chairman of the Finance Committee, commencing a traditicn

that is unbrck

Senator Nelson. It lcoks 1like an urcent natter,

doesn’'t it?

(General

The Chair
Doss Trea

this matter?

Fr. Szfus

en since that day.

Taughter,)

o

AN e Do ycu want tc o *hat?

syry have any olbijecticn to us t3Xxing care of

Z. The Department has besn zuthorized

Nzlison. Can't we ¥eep it as an account
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not make &any

(1)

ifference on the

budgzet. It is thzt they will never collzact

ANyway. It sounds like a gooé idez.

All in faver say, aye.

(Chorus of aves.)

Senator Nalscn. YNo, just because there is ncthing in
it for W%isconsin.

(Generzl laughter.,)

Senator Mcynihan; vr, Chairman, then I de¢ have one
other matter, which is subsztantive, an? that is a proposal
that for purposes o5f generzl revenue sharing, adjusted

population figures as de2termined by the Census Eureau should
be the full ropulation as thevy calculate it, adjusting for
what is czlled the under-cocunt.

This is an aijustment the Zursau Census is guite
competent about how to do. They Xnow how to do it. Thevy
know wnat would he invelived. they, now, of course, adiust
regulzrly once e2ach year ¢uring the intervening census
period. Pthis would siarly cu+, T don't want to S&Vv an
honest count because that would aot be approrriaste, bu: a
full count.

This iz an issue which I think Wwe shoulé the

t

the actuzl zopulation of our states is,

fairly small 4ivisions, we know nrettv

accurat=21iv¥ “what th2 suhbdivisicne. It gets mor rozlematic

0

1]
Le]
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10
when you get to smaller numnkters. Since we do know, T think
that we cshould use these numbers.

I have a tables which has been distributed. Tt
illustrates what was ths situation feor 1S7C. is ycu will
see, there was an uandercount in the peopulaticn of 2.5
percent. 2ut you will also note, if ycu look =t this, that
the largest under-count is in those states which we think of
as rural, rather than what we basically think of as urban.

¥isscuri, being éort cf both, iz exactly at Z2.E
percent. The State of Louisiara is at 3.6 which is the
highest under-ccunt. Georgia is 3.4, the next highest. The
lowest is Hawaii, which is = VELY COMEECt area.

I will be happy to discuss this at greater length, zs
the ccamitt=e thinks acpropriate.

This would not take effect until 1982, Mr. Chairman,
becauze the actual under-count tabulations will nct occur

until then.

The Chairman. 2ny further discuscion?

(¥c resgonss.)

The Chairman. All ip favor szy, ave.

(Chorus of ayes.)

The Chz2irman. Crposed, no.

(%o response,)

The Chairman. The ayes have it.

Senztor Y¥cynihan., I thank the chzirman.
ALDERSON REPORTING COMPANY. INC.
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items

I have two trief

The £first concerns the U.S. Trust Territcries, and

to do with

-1

Puertec 3Sico and the Virgin Islands. t hes

whather th2y shzll ke included in the general revenue

sharing. They have not been *tc date.

Let me make the arcumant that we are presently under

negotiation with parts of the Trust Territories, nct the

Northern Yariannas, or Guam, or lmerican Samoa, tut the rest

Hh

in the Pacific, itout the finsal disposition of who will
lcng-term compact has teen under

defend the area. A

negotiaticn for 2 number of vears.

dents look

0n
$a

T think one of the things that the local r-e
to is the degrze of connitment from the Federal cgecvernment
to the Trust Territories, a2nd the Commonwealth. T think

that clearly one of the wavs that we can demonstrate that

nye sharing.

o]
n
[0
for]
fL
pos
o]
9]
¢
=
[}
'.J-
o]
e}
[}
e
[
r
o
}._
o]
D
<
M)

commitment is v i
sould prorcce to do is to simply authorize
that in the yes=zr 1%82 +o 1%4¢s weuld included in

general revenus sharing to the level cof 32z million a year
for all, an? that it would ©ne Ssubjsct to approrriation, Jjust

as we dicd with the

of the wavy we round things off in the rudget grccess, be
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well scent down the lins in demonstrating our concern and

ct

are central to our national

n

commitment tc thess regions th
security.

Senator Yoynihan. ¥r. Chairman.

The Chairran. Sénator Moynihane.

Senator Moyvnihan. ¥r. Chairman, I would like very much
to suppcrt Senator Zradley in this matter.

The Chairman. That would tazke $2% million that would

otherwise b= available to the other parts cf the naticn, and

o

spread it zmony th=2se places.
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Senator Zr=zdizv. It is zn authorizaticn condition.

The Chairman. All in favcr of that amendment say,

aye.
(Cheorus 2f avesz,.)
Senztor Zvrd. “r. Chalrman, this is scmethinc new. it
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was nect dene irn the original bpill.
Senator 2rzdley. It wzs not included in the criginal

bill. I would make the arcument that our relaticnship with
those regions has significzntly changed since 1¢72, ani will
prospectively te more important to the entire ccuntrve. It

is not 2 =signifizant amount considering the totzl amount of

Those
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The Chairman.
(Chorus of naves.
The Chairmzn. Let’'s have a show of hands. Thcse who

favor the amendment raiss your hand.

~—

Show of hands.
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The Chairrman. These op

(Shew of hanis.)
The Chairman. The ayes have i,

2tor Bradley. “r. Chairman, I have a second matter-

n
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which T wanted to bring up. It has to do with this formula

lazin it,

lg]

change that I mentioned Yyesterday. Let me Jjust ex

and I would 1like to0 get the committee's reazcticn, znd we

i

It has to dc with only the counter-cycliczl zortion of

the »ill. The curposs cf countezr-cvclical is to get mcney
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te roor communities whspnever we are in 2

down turn. The foraula that is cresently in th=s »ill for

El

counter-cycliczl includes the generzl revenue shering

3
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entitlement. The general revenue entitlement is ccmposed of
thrze factors: copulation, tax effort, and income level.
The gereral revenue entitlement also has certain

restraints, such 3s you cannot et more thanp 145 cercent of

th

rante. Secondly,

s}
Q

Your per capite inccome in the form o

there is a tiering vrovision which says, basiczlly, that it

will be split coff at the county as well as the loczl level.

What I prcpose to do is eliminate those limitations,
and have only the th:ée formula elements invoclved, which
ares 1income level, population, and tax effcrt, which would
have the effact in the counter-cyclical rorticn only of
getting the monsy +o the poor communities that are making a
significant tax =ffort.

In the numrer of areas that would tenefit, Tmcst of them
would be poor rurzl areas. The poor urkan areas would zlso

benefit. But iI we were locking at thz number of towns that

would get slightly mcre because of this, it would te poor
rural aress in far grester aumbers than roor urhban areas. I

the intent o5f the counter-cyclical lagislation.

The Chairman. Ts this the one, #r. Zorris, you said
presents a lot cf complexity.

¥r. #dorris. This amendment, orerztes tasically as

s explained. VYesterizy afterncon we

[€2]
(1]
=]
o
{*
0
H
3%
(]
o)
o)
}_A
M
<
=
o

intout of exzctly how it would 2ffect each

r{
1)
2]
3]
=
<
®
[
fol]
'ty
(=
[}
-
o]
™
b+

ALDERSON REPORTING COMPANY, INC.

400 VIRGINIA AVE, S.W., WASHINGTON, D.C. 20024 (202) 554-2345




10

n

12

13

14

15

16

17

18

19

20

21

24

25

Jurisdicticn throughout the Urited States. Unfcrtunately,

the printcuts zr2 rathsr complex an? vcluminous.
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what each unit
entitlement period %o. 10, which wouléd ke Fisczl Ye=r 1979,

rarate printout which shows whzt the
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Then there is

1 amount they Wwculd receive would be under this

pere

differznce

r

change fcr the most recent cericd =s comparad to entitlement
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peri

{

it would affect each state, it was really not possible *or

v and this morning.

e

-

uUs to do it over last nig
It is scomething that vcu may want to lcok at a3 more

detailed explaration on to see 2xactly how it affects each

state, znd cne that is presented in a more ccncise manner

than these voluminous printsuts that we received.,

thrust cf the crorosal would he to #iimlnate the various

constraints thzt zare Ltuilt ints the general revenus sharing

know, wznts toc e present to diccuss thate. I think ¥r. Dole
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¥icht I zsX if those on the Zeputlican side of the
aisle are joing to be prepared to discuss that, or do they

e Airpoert and Eirway User

want to havz2 that 30 over, th
matter?
Senator Dole. I hope that we can discuss it.

The Chzirman. Ordinarily the Fepublican sife of the
aisle is extremely well recresented, but today I notice you
have sparse attendiance.

Senator Tole. Senator Fackwood is on his WEY .

-~
1]
(t
]
[eY]
ot
&)
®
~
ct
-

The Chairnan. Then we will plan tc tal
right behind this, then.
Do vyou have those volumes available that you are

talking atocut?
Senator Rihicoff, Can ycu tell us in 2 few wcrds what

Sernator fradlev. Can you tell us how the c-cllution
bill d4cess in that?

The Chzirrman. T zeiéd, whern this thin

14}

cer u

e}
3

yesterday, that I would lixs to take encugh time tz see what

it is I am veoting for, if I votre for that amencdrment, and

that is wha I =zm voting fcr. The stack is arout 18 inches
higzh of what that works out to.

T am almost zfraid *hat if we get involved in that that
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is going tc jecrariize the zill, ana Jecpardize the whole

"y

bill, much less thz counter-cyciical rzart. It seerms to me
that we would re better advised nct to get invelved in all
that on this bill tc get to confercnce.

¥r. Rrooks is noct for the revenue sharing of any sort.
It lcoks toc me =s though that gives him the ammunition he

needs to say, "look at =211 that complexity. e Can't agree

to anything l1ike that." Rt thi

.‘
wn

pcint, I don't want to give
him theat much ammunition, and make it that complex, and

adding that much confusion to the iscsue.

trs
+y
]
(&N
o
It0)
+ ~
[ ]
£
H
L ]
(@]
jo g
[$)]
'.A
Al
E)

Senator an, I would argue that this

actually simplifies. I understand that the revenue sharing
entitlement is in it. Therefore, evervybody is used +to it.

But there are ncw poor covernments in rather wealthy

we would go to an

Hh

esly hurt i

[{]

counties that are bdeinc needl

t 7.5 percent and this ccunter-cyclical

1M]
O]
th

uneaplovment r

}U

program wculd re triggered. They would nct be cetting as
much meoney as they deservs htecszuse of +hess artificial
constraints that'are a prart c¢Ii the 3 entitlement

I don't want to Jjeoparsdize the »ill, certainly. L%+ the
same time, I think that this is & feirly =imple thing to
explain. The general zrinciral is that if unemnplovment goes

2,000 units of lccal

ct
(o)
~
.
w
f[’
1]
()]
(@]
1)
o)
rt
-
4]
-
[}
0]
Fn
~+
jo ol
1]
17
iy
W
L0

government 2re nct soing to receive the money, cniv thcese

units of govarnment that have cignificant uremrclcyment.
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When the mcney gets down to them, you want them to
£

benefit from it to the degree that they are in distress. I:

you have an artificial constrainrt that says that first it
has to ¢o t2 the country, ané you have to limit it because

rcent Or your per carpita

({1}

You cannot jet morz than 14% p
income, you basically artificially limit the amount of money
that you can give to the poor community.

aybe it is not the simrplest thing in the world, but
that is the thecry behind it.

The Chairmen. Let's just call ths roil. As far as I

am ccncernsd, how the committee wants tc act is all right

These in favor sav, ave.

e )

(Chorus of ay

)

The Chairmen. Ccrosed, nc.

(Chorus of nave.)

The Chairmzan. The Chair is in doubt.

Those in favor of the zmendment raise yeur hzard.
(Show of hands.)

The Chairnan. Those crposz3d.

~
n

=g

how of gncés.)

S tsen. “r. Chazirman, it may be a gocd

~
[€9]
(L
o }

natz

M

amendment, sut I wculd not Xnow what I an voting cn.
The Chairman. It is not zoreed to.

Tf£ you wart a roll call, Senater, we will have a roll
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Senater Predleve. Y¥r. Chairman, I think the com

memters have alrez2dy made their views known, but

th

or

record I would like a2 roll call.

Let m2 just say that in a rlace like Texas, cla

D]

Billy City in Fidzlge County, and %cCallen City weul
an increase in the amount sf funds that would flow +
while Dzllas and Houst*cn would have a dacrease,

In Montana, ¥Yegar and Zlaine County would have

Tittee

the

ces like

d have

o then,

a

dramatic increase, while R2illings and Butte would lose

SOme.

The Chairzan. The only thing I find wronc with

-

%]

<nater, that it is a lot tougher *c =%

argument 1is,
sometody why you t20X scmething away from them, than
to explain to somebhody why vou 7Tave him more.

It i1s 311 right with ==, Sust cz21]l the c=ail.

Senatcr Eyrd. A0 .
Mr, Stern. “r. Nzlscr.

[

¥ 4
1
.
wn
ct
[{}]
a}
jo ]
.
&
(8]
.
(9]
H
[§V]
<
()]
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Mr. Stern. Mr. Movynihsn.

(¥o response.)

4+
[
c

Mr. St=rn. ¥r.

Senator Eaucus. No

¥r. Stern. ¥r. BRoren.

(No response.)

¥r. Stern. dr. Eradle

Senator Packwood. No.
¥r. Stern. Yr-. Soth.

(¥o responsa.)

¥Yr. Stern. “r. Zanforth.
Senator Danforth. Avec.
¥r. Stern. ¥r. Chzfece.

<

1
4]
t
"

TN. Yr. Bei

~~
o
)
(0
0
T
O
I
n
[ty
L]
Nt
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¥r. Stzrn. ¥r. Durentsrger.
STenatcr Du:énberger. ive.
¥r. Stzrn. ¥r. Chairmzn.
The Chazairman. No.

¥r. Stern. Yr. Moynihan.

1

Senator ¥ovnihan. Aye.

*

¥r. Stern. Yr. Yatsunaga.

Six. Tentatively the amendmen*t is acreed to, derending ugon
the way th2 abcentzzs want to record themsslvec.

Senator DPznforth. #r. Chairman.

The Chairzan. ¥r. Danfor:h.

Seratcr Darnforth. ¥r. Chzirman, I offsred an
amencament, znd I would like & vote on it. If T could, T
would Sust lik= to take five minutes to explain it 2gaine.

;He pcint of this amendment would be to place a freeze

on the rercentzge of loczl *ax =2ffact cemprised c¢f state

severznce t2Xx receiptes. It would freeze the status gquo.
what has happered, ¥r. Chzirman, tetween 1972 =znd 1978

sed from §$710

1nclre

ct
i
n

ry
T
()]
H
' v
R o}

is that state severancs t3x
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million tec $2,033,0C0,000. The concern is that with
decontrcl, stete severance tax receipts for oil and gas, andé |

C 3C ur very narkedly. The roint

0]
Gt
[}
’-l-
3
o]
ot

also for cocal, ar

of this zmendment is toc frezze the. status Juc.

|
Without such a freeze, the total revenue sharing rie
will, by opsration of economics, be continually recut so
that more of the general rsvenue sharing funds will he
allocated to states which show a severance tax increase.
That increased share of the rie will, in turn, be taken from
those states wiaich do not preduce minerzls, cr which do not
havs severance taxes. |

It looks to me, in leccking at the ficures thz:t I have
before me, that the states which will do best if severance
taxss continue to have an incressed vrcrortion cf the local
tax effort, will be the states of Alasksa, Wyoming, New

Mexico, Texzs, CUklahoma, ans Louisiana. It looks *o me as

t1
n
o o
m
e
®
o]
4t

though the other states would, in turn, have thei:

the revenue shazring diminicshed.

o))
m
a
m
fL
1]
-

¥Yr. Chairman, setween now and the end of this

state tax revenues frem decontrel from >oth severzace taxes
and oil receirts are c¢oing to go up by ¥127.7 billioen, and

three guartzrs of that amount will go to Alaska, wvonming,
New Mexico, Texzs, (Ckiahcmz, and Louisizna.
211 T =2m sayiag by this anmendment is that in addition

to that tremendocus incriase in state r=venu=s, we should not
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permit a recutting of the revenue sharing gie
prospectivaly. We shoutld not permit a constant recutting of
the revenue sharing pie so that those states will get 2

and cther

sharing,

Q
th

larger proportion the generzl revernue

proportion of general revenue

&

aller

m
"

states will get

sharing.

The states cculd select 1978, or 1977, whichever

s

of

@

severance

4

is their best figure, for their cercentage

taxes making up their local tax effort. Eut it would simrply

aipts

2

ance tax €C are

m
a]

head, a

n

for the sev

1]

say that

ysars

these states which

W

t
[

going to be increased, rarticulzarly

alrsady are going to 2o very, very well in their state

revenue recsipts, thev will not get a larger proportion of

the general revenue sharing fund.

The Chairman. Let me just submit this guestion.

Suring the naxt in Lcuisiana, our severance

L

that within

-
2T

m
m
+

o

tax ccllections will co up. sut it i mate

£ gcing to be

t
J
fw
rt
o]
[
[
[

the next seven
gcne. It
it

is golng to

W
+
n
n
i)}
<
[14]
1
w
o
O
m
ct
Y
w
.
W)
=
ct
r
®
3
+
i o
i}
-+
o
[
[
[

increases

It

n

be pretty well deglzted, goes down.

is going to that point, the state

on its ctecple, Jjust

ot

is going to put some drastic heavy taxes
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in order to maintain services, guite apart from revenue
sharing.

It seems tc m2 as though you hzve scrt of a feast and
famine situaticn. I caanot for the 1ife o0f me understand
why a state must b2 penalized tecause they have temporary
good fortune, when vcu can look right on the other side of
the ledger whers the state is going to get the worst of it.

Louisiana is Just the one state. The gas and oil is
being used faster thah we can rind more of it. Cut on the
ounter-continental shelf there is a lot of potential, when
You get out intc 500 or 1000 feet of water, but the sStuff
that is inside the state is going to be very much cdepleted.

I would szv that this is =z tax thzt comes out of the

producer. It i= not being passed on to the consumer. The

price of oil is being determinesd by thz world market price.

-

Insofar as the zroducer pavs it, he gets that much less.
The same thing is true of the rcyalty owners. Goccness
Xnows they are complazining bitterly atout that.

e left up to a state to

4
2,
0
o1
—
3
o+
o
}er
o]
~
ot
o
[+Y]
ot
H
+
(6]
[
Q
o o
(24
Ias
0

decide how it wznts to raise its revenues.

£
]
L ]
in)
M
)
+
n
m
o]
o]
'_.l
n
(o]
Ly
o1}
3
+
n
t
O
(8
m
o7
m
™
A}
9]
o]

n this amendment.
Senator 2anforth. Could I answer those two Jusstions

that ycu put, ¥r, Chairman?
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ahead, a
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their st
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A

vears

second

aim Sim
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o
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recutting
hich are 3o
ate revenuse
sharing, an
ly less.

Chairanan.

reaszsd 1nco

sharing,
use of
ncome
income in t
the

ag

t is

enalize
the status
we dc
Y83ars

of the revenue sharing pie v

ing tc have 2 very

S ars ng to get more of gz

4 cther ctates

goi

¢oing to

are

right

o
WY

I am nct sure ycu re

mne

m

al
D
V]

S0 We are nact
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Senator

26

Eentsen. ¥r. hairman, if this is not a

crivate debate, I wcoculd like to get in on it.

the resourczs of the country, arnd redistributing them, I am

not sure wh2re that stocrs. If we are tzlking abocut ‘orest

lani, or we a
talking, perh
have liked to

let's ta
exportable ta
produce in Te
it.

If you r
the price of
Just like the

So who p
prcducers in

a local decis

percent, as T
again it will

the rrice of

re2 talking about minerzl land,

e]

r ¥e are
aps, even about climate. This summer, we woulgd
sharsz the northern states' clinmate.

1k atout how we tax, and whether this is an

+ b

X or not. Sixty-two percent of the oi

)

t

o

at we

Xas 1s usecd in Texas. Sixty-twe percent of

aise the severance tax, ¢éc you think you raise
2il? Yo. That is set by the OPEC countries

chairman =zaii.

>
[
[
-
ct
= o
@
ct
’_l.
)]
0
[¢V]
'
[BN
o
et
ct
3
D

ays for ien” N2

o)

our stzt*e. It seerms tc me that it oucht tc be

ione.

& severeznce tax conr o0il that is =2 little over 4

!

ise it, but

n

reccall. "2 3uvre micht heave to r

4

2id for by Texans if we raise it because

0il is nct detsrmined tv Texans. Thirty years
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ago 1t was, but thit is nct the case ncw. ZSo the crice of
0il stays flat. But we ocught tc e abls to decide.

If that is not the case, then whiy don't we put a
limitation on the Sew York Stock Exchange's tax on the
exchange of stock? It seems to me that that is an
exportable tax. But I don't think thzat we ought to do
that.

¥hy don't we put a limitation on the tszxes put in
Detroit on au;omobileg? I don't think that we ought to do
that. I +hink that thiz is a state decicior anéd we oucht to
be allcwed to accemplish that.

We have z depleting rssource. Cur oil reserves are
headed Zownhill. Tf we think the 0il rroducers ougsht to be
carrying a ticger share of the khurden of educating our
children, and :he rest of it, T think that is for us to
decicde. I thinx thet thls is perticulariy true where we
don't influence the price of cil to the rest of the naticn.
We can't because the 0PEC ccuntries, unfortunately, have
that as their prerogative in this dzy 2nd tinme.

So I think vcu are talxing about 3 real invasion of the
ability of the lcoczl cecple to decide where the tax ougcht to
ba paid. I think thzt it is a decision of the state if it
1s done, ard I certainly orpose the zmendnent.

Senator Tanforcth. #r. Chairman.

The Chz2irzan. CSenztor Danforth.

ALDERSON REPORTING COMPANY, INC.
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Senator Tanforth. The guestion is very simple ané can
be s+tat=d in one sa2ntence. Tt is, whether or the next “ive
Years the states which will have & large increzse in their
revenues py virtue of decontrol of o0il, will also cet a
larger sheare or general revanue sharinc funds at the expense

of cther stztecs.

Serator Gravel. Yr. Chairman,

3
o

The Chairman. *#r. Gravel.

Serator Gravel. First 0if, I think the assumction that
it is revenue sharing is a but euphimistic. Ircbhably the
best exzmplz of what nay bs ovef-criticism right now,
Alaska, we have not raised or been capricious with cur
Severance tax, no mcre than anybody else.

The state, reccgnizing itcs responcibilities to its

citizens, sought tz levy a tax to get its fair share of a

resourcs., I don't hear any c¢nashing of teeth, znd I hzave

triad in the past to try an‘ seek some type ¢f indexing with

much personzl federzl incom= tax than do the Ccitizens of
your stzte, That ig a fornm c¢f revenue sharing. de are

paving acrz in ir an unfair fashion hecazuse we ars in higher

o]

brackets tecause 9f high cocz+ arszs.

that iz gcing to-rte gone 2%

O
o
o]
Q
m

New that we have a res

years I{rom now, and will have develcred a society that will
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be there, we will have no reccurse hut *o go back to severe

taxation at the loczl level.
I just emulzte the arcument of the chairman. That is,
12 capital improvements in

there is a time when wz can make t

14

-

our society, anc that is whan we have & resource that is
bs2ing sold. Now, 1f there was scme outlandishness, or some
capriciousness, but all the states are tracking about in the
samre area Of severance tzx, and I zm sure 2ll the states are
trackXing about the same in terms of nmanufacturing taxecs.
Sc, 1f we wer= to make a study of m=nv of the

manufacturing activities that are pursuad in tre State of
¥isscuri that we pay taxes on because we buy our groducts --

and everything we consume in my state is imported -- so

)]

maybe we should be exempt from that because it is unfair

(]

advantage that is heinc taken cf us.

I wouli merely went to stz=te that I think to
characterize this as revenue sharing is really nct so, and
to have it rest on the fact that we ars dersgulating energy,
which should never have been resculatesd to beagin with, and
you would probakly bhe peying less for 2nergy ricsht now with
the surpluses w%e have had it not been for *the government

propping it ur.

]

Senator bHaucus. ¥Yro. Chairman.
The Chairmen. Zenetdor Fazucus.

Senator F3aucus. #z. Chsirman, I frankly 4o net find

ALDERSON REPORTING COMPANY, INC.
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',A.

rcm ¥isscur

th

this proposal ty the Senaztor
I surport the rezsons zlready menticned to the amendment.,
Frankly, I think that it i= cutragecus.

First of 21, it is r=ally, in efiect, an attempt by

Congress to start limiting state taves. It is not directly,

but in effect that is what it is. T den't think that that

13 downe. It is

b

is the road we want lightly to star* walk
very serious mzttsr and fcr that reassn zlzcne I woul?
strsnuously oprcse it:

Second, ths pesople in opposition toc the amendment>hav

alluded to cther stzte taxes.

0

ancther serious deficisncy in this rrcroszl in that it
focuses cnly on state severance taxes. To me that means
that this anendima2nt is not very thoughtfuyl. It has not

really teen thcuzht thrcuch.

t ¢ gcing *o

Tes a

M

ears the

{n
9

Through the next five

o]

impose various cthzr kinds cf taxes thazt are goinag to have

differ=snt kxinds o7 effects. I think thet it is verv unwis
to limit in the first placs, which is very wrong, rtut if

is a limit at 211 only cn one Xxind of tax azrmonc many kinds
of taxes that states might ievy in the next several years.

I think th=zt it would be very, very unwise for us .to
adecpt this amencament,

The Chairzan. Senator Durenber.

Senator 2urenterger. I wonder if T might direct a

ALDERSON REPORTING COMPANY, INC.
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clerifying guestion to the Zenaztor from Hisscuri. It deals
with the issue of depletion. I think we can all be very
sensitive to whsthsr we are tzlking abcut oil or gas, or

coal. But in some czses, at least, in some states, severance

m

taxes go into the trust fund, reflectinc the nzture of tha
depleting resource, the need to provide for that time when
the resourcs is not available.

I 2m not =surs hcow the amount of severance taxes that

{1}

will go into vour capping formula are computed, but suprose

that a proportion of that annual severance tax goes into a

-

trust fund, or suppose that it 211 is coing intc the trust
fund, are you taking into considieraticn here the amount of
money that is beins spent out cf that trust funé in the
current; or are yo2u taking cnly the apmount of ;ctual
severance tixes collectsd in a particular year to come up
with the stztistic we ars tzlking afbout.

Senator Danforth. %o, I =7 not tryinc to gut any
condition or have any Judgment on how States spend or save,
or whatever amount that thevy wculd prcduce by severznce
taxes. A11 I am s:ying is that it is z very simrcle ?oint

that the reazson for general harinc, 2s I understand

r
D
<
M
3
[
®
0

it, is Zust tc take monev from & state, bring it tec

tates, absent handlin

Ui
Q

Washingtcon, and send it back to the

-
.

=u

(ad
ct
r
W
ot

charges. the whole theory of revenue sharing has

to do with providing stztes with resources by which they can
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It would s=em to0 me thst to would readijust the amount

n

of revenue sharing that would be 4i

(1]

2

to s

w
f

well eccneomically, and relatively less to states like

tributed tc the states
nd relztive more to states that are going tec do very

New

York and New Jersey, Fhode Island =n2 “issouri, which have

real problems. That to me is outragecus.

czlls @y amendment outragecus,

1]

Senator Raucu

thoughtless, frivolcus, and all kinfs of rerjorative

statements about it. 21l I am saying is that it just seems

to ne that therz shculd sone consideration in revenue

sharing ir net letting the rich get richer and the poor get

1n

&
)
+

poorer. That is the only

The Chairman. #hy don't we vote. e could debate this

thing eil w=ek. ie will be dekzting it on the flcor
anywave.

Let's call th= roll.

The per carcitz income, and I have it richt here,

Texas =till slichtlv helow the nation's averaca., Thzn.

hav= thes ones that ta2lks about the millicnaires --

Senator Danforth. Eut that is nct ths issue.

Senator Fsntsan. Yc, ut that was your statement,

ALDERSON REPORTING COMPANY, INC.
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rich ¢et richer, and the poor gst poorer.”

forth. I =2 not talking abou+ individuals.

3

Senator Da:

Senatcr Bentszn. Then we Gget ints the millionzires,
and there are sure a lot mcre in @ lot of cther states than
there are in

The Chzirman. Let's ¢all the roll.

Senator Danforth. ¥r. Chairman, just a minute.

That is not the point I an making. The point that I am

not making is hcw many individuzls are wealthy, or where
they arz locatzd. The guastion is how the state gcvernments
are doing. That is the issue ¢f general revenue sharing,
and not how individuals are doing.

The Chzirman. Let's call the roll.
#r+ Starn. ¥Yr. Talmadge.
Senatcr Talmadce. Ko.

¥r. Stern. r. RirticecEf.

¥r. Tt=rn. “re “vrd.
Senator Byri. HOo.
Yr. Stern. “r. ¥xelson.

1.

o)

dr. Sta2rn. “r. Grav
Senator CGravel. Ho.

i‘ire Stern. “r. Zentsen.
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¥r. Stern. Y. MYatsunaga.
Senator MYatsunaca. SCce.
¥Yre Sta2rn. ¥r. Y¥oynihan.

Senator Y¥cynihan

¥r. Stern. Mr.

Yr. Stern. MT.
Senator Packwocod
Mr. Starn. ¥r.

(No resronse.)

“r. Sta2rn. ¥re.

¥re. Stern. dre.

Senzator Danforth

400 VIRGINIA AVE, S.W.. WASHINGTON, D.C. 20024 (202) 554-2345

Dole.

iCoe

Packwcod,

. iye.
Coth.
CTanforth.
. Ave.
Chafee.
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Senater Jurenberger. Aye.

Yr. Stern. ¥r. Chzirran.

The Chzirman. No.

¥re. Zt=rn. Mr. RBoren.

Senator Zoren. Yo.

The Chairmzan. Eight zyes and 10 navs. The amendment
is nct agraed to.

Shell we vote to report this E£ill?

¥Yr. Morris. Mr.'Chairman, we have one more issue to be

decided by the committee.

Yesterday the committes aZreed to provide 3

Ccounter-cyclicel assistance ctrocram of 31 billion with 2

national trigger

Lo

program woulid o]

(v
(@

when unemployment coes over 7.5 percent the

and

The issue tc be decided by the committee is whether
this program is to be over the sam2 five-year cteriod as the
extension of generzl revenue sharing or for some other
period.

Szrnator Zradley. “r. Chairman, it wes the intent,

I thouaht that the committee agreed +hat it would te a
five-year authorization concistent with thz entire
autherization for generzl statz and iocal.

The Chairman, Aithout oijecticn, it will bhe 2
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irman, I am assuming that what you

W
2
o
L]
ey
r
.
0
=)
)
'a

€)]

¥re. t
are talking about is rerortiny S.2578¢ vhich was the original
bill that S=2natcr ¥oynihan had introduzsd, with this as an

amendment in the nature of & substitute, Ltecause there is no

(o9

House bill that hgs rassed yet.

"

The Chairrzn. All richt.

(R

Serator 23rzdley. That is all right with ne.

Senator SBentcsen. iet me understani, ¥r. Chairman. Co
we have time to consider on what vehicle will we censider

by
(13

cent tax laws, because I have

Q

n

0n

some other =2xt=z=nsi of pr.

(

(24

5 bring up that are purely extensions.

Ly

some that I want
¥r. Stern. You have acted in the last courcle of days
to take the substance of about four miner tariff rills, and

ol

17}

r bill. €c you will have some tariff bill

ot

put *them on anc

numbers as vehicles if you want to Ceport some extensions as

a4 separzte measure.

Senator Fents=2n. T have some, and I would like to know
when it is azprrcprizte that they be ccnsidered.
The Chairnan. T would suggest thzt we not rut them on

this one rizht heze. OCn this ocre we wculd ge to cocnference,
as I uncerstand it, Wwith the Covernment Cperations
Committee. Is that right?

“r. Stern. That is correct, Xr. Chairman.

Senator Eentsen. Can I give vou = technical amendment

the Treasury sucpcrts, @zs I understand it, and that is

ALDERSON REPORTING COMPANY, INC.
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double *tax when people switch from the accrual method tc the
installment method. I think Treasury is supporting +thzat.

fr. Stern. #r. Chairman, I think the oreoblem is that
when vcocu co to cénference, if ycu did not have this kind of
an amendment, ycu woulid te going to conference with a
different committe2 in the House, and the Ngys and Means
Committz2e would ndt be involved at all.

Senatcr R2entsen. All right.

Senator Dole. H;. Chairman, before we report the rill,
I was not here when you discussed Senator *ovnihan's
amendment. I am ndot certain if I oppose it or nct, but I
want to resa2rve the right to raise questicns on the flcor.
It seems to me that it mav favor urban areas, which complain
of undercounting. It 21so gives a lot of power to the
Census 2ur=2zu. It might alsc create scne uncertainty in
many ZJurisiicticns.

There was not much discussion of it when it was

adopted, and I want to ressrve the right to raise

-+
e
O
3
n
O
joo
ot
o
kY
Hy
[
O
o]
(o]
.

arprcoriate gu=ss
Senator Ycynihan. “re. Chzirman, mzy I suggest that in
the illustrated tzble of the Finarnce Committee, it is rural
areas and curzl states that have the hichest level of
undsr-ccunt, and that is the way it turns out.
Senater Dele. There wzuld net ke as many peorle

involved crobably in the under-counte. it would prcrbably be

ALDERSON REPORTING COMPANY, INC.
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ten instead of

h

on the fleco

ry

t

3

he

dY€e.

(Chorus of

The

(Yo

@]

The

repcrtec.

¥r. Stern. »re

€ince there i< an

Fiscal Year 1981 in relztisrn

Chiirman. all

Chazirman.

hairaan.

38

nine. Anywzy, I ¢id not want to surrcrise you

regorting the »ill say,

aves., )

Those coposa23, no.

response. )

The ayes have it. The rill is ordered

Vo

Chairman, there is ocne additicnal

apprepriztions in

E -
0T

to the counter-cyclical

program, you wculd nesd to report out a resolution
reguesting 2 budget waziver.

Senator R2radlsvy., Could I raise that.

Is there a budicet preo:lem after we move the trigger to
7.5 fercent?

Senator Zrzdlesy. “ny appropriation of agzprecriations
under the Budgst Act is strposed to he regorted tefore *ay
15th of the vear przcediny that year. 3Since this is after
¥ay 15th, vcu Woul? need 3z waiver.

The Chzirman. #Wwe shculdn't have nuch difficulty
cetting that,

Yr. Stern. I Zon't know that you would. 2 resolution

ALDERSON REPORTING COMPANY, INC.
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! would simplv r=guest wiiviny that point of srder. This is

(@]

2 done fron time to time on the Finance Committee rills.
3 The Chairman. %ithout cbjection, we agree to that.

s)

n

4 (Pocument F folliow

10
Ih|
12
13
14
15
16
17
18
19
20

21

24

25
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1 The Chazirman. Is the Airpert Tax next?

2 Mr. Stern. That is correct.

3 The Chzirman. Is that the next cne on the agenda?

4 ¥r. Stern. -Yes.

5 Senator Riticoff. ¥r. Chairman.

6 The Chzirman. Senator Rikicof<.

7 Serator Ribicoff. I will not be here tomorrow when you

S. I have no amendment, I Just

(0

8 meet on the installment szl

9 vant to make @& statement about this ncn-controversizal

[

10 sturf. 7If 12 take one second before ycu take this up.

co

o

155

iccff weants to make a short

[od
P

n The Chairman. Senator Ti

9]
jol]
[
m
0
L]

12 statement about installment

13 Senator Rikbicoff, ¥r. Chairman, it looks we will not

3!

4 reach instzllment szles todzy, and I will not be here

make 2 very brief

O

5 tomorrow. 7T would Sust like +
16 statement.
17 Thz irstallrment sales ©ill is an excellent »ill ard T

8 suprort its cassage. fecesntly, however, it has been brought

h)

priicatbtlie tc

)

9 to ay attention that the cocde section

I's

2 jinstallment sales mey hzve an unintentional and inecuitable

niec.

<]

21 effect upon 1life insurance comg
2 Specifically I am concerned (4)(5) of 453. This matter
23 invoclves an extremely ccamplex area of tax law and

™
id

Yy

nc this ur ncw becazusge if

’..J

24 sharehclders lav. T only tr

m

25 eguitable accommodaticn can be resched with Treasury andé the
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ore this £ill comes to the floor, so it will not be

h

T staff be
2 controversiai, I will ask the committee to concider +his
3 matter, and seeX t2 have an amerdment reported out =2s a

4 committee amendiment to be attached on the floor.

h
[N
4]

5 ¥r. Shzpiro. €Senatcr, as you Xncw, the staf
6 working with ycur staff on that particular rroblem, to the

7 extent that an zcconmedaticon can be worked out.

8 Senator Rikicoff. I Xnow that, and if i+ cannot te
9 worked cut, it will be dropred. I Just want to mzke sur

10 that if the stz<f and Treasury reach an accommcdaticn, it

an be offered as a comrittoe amendment. That is the only

Q)

t I have, Y¥r. Chairmzn.

-

N
[
o
Q
=
o
0n

13 The Chairman. Fine.
14 Senator Riricoff. Thank vou very muche.
15 The Chzirman. Ncw let's have *r. Shapiro explain what

16 the Airport ani Rirway Imprevemant 3ct is about.

17 Yr. Shapiro. ‘re Chairman, the item is in your
‘ 18 folier. I+ is item Nc. G ©f the staff materials. As vou
| 9 may know, the #izport and lirwav Pevenue Bct was passed in
% 20 1970. Tt providad for the ticket tzxes which were 2t an 8

t time it was a1 5 gpercent taXe

41}

21 percent levsl., ©Pricr tc th

internaticnal

3
o
D
]
19]
E
m
[}
ti]
(W
j~
in
0
+
3
-
[
n
fo
fi
.
[0
foN
o]
jor |

23 departures, which is the sc-caiied F3.CC hezd tax. In

is tax cn the

x
w
&}
t
]
o
Js
[ ]
th
vy
(1))
(=
'e]
r'-
ct
n
b
-

a
o 2
(=
n

24 additional *here

25 air trznscortation of preperty, which was a2t a < cercent
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level.

Then there was a saries cf new taxes adopted dealing

with the fuesls

increased fronm

for rnon-commercizl aviztion which was

& gallecn l2vel up tc seven cents,

n

fcur cent

and also an aircraft use tax which is essentially a

registration tax, and also z tax on tires ané tubes.

If you will look on the szcond page of your staff

material G, vou will see a summary of the schedule of taxes,

and that is at
you will see th
then to the rig

expire.

in 1970 fcr a 1

subject at that
agreed toc by th
expired on Sept
0f these tzaxes,
aprlicakble affe

The Adnini
the trust fund
the existinz 12

extended the pr

the bottom of page 2 of the materials, and

2 schedule which shows the pressnt rates, and

Lo]

ht of that is the rates that are scheduled to

=d, the tax and the trust fund were crezted
C-year period. That ten-year period exrired
13€0. In view cf the fact that there was
+

time fcr the Cengress tc deal with the

time, there was a thre=-month =xtenrsion

ctive on Jctcber 1st.

straticn has proposecd essentially extending
for 10 years, and the taxes tc re extended at
vals. The Ways and ¥eans Committee, however,

ograzm fcr a five-year rperiod. ‘ssentially,

ALDERSON REPORTING COMPANY, INC.

400 VIRGINIA AVE, S.W., WASHINGTON, D.C. 20024 {202} 554-2345




10

1"

12

13

14

15

16

17

18

19

20

21

24

25

43

they extendsd +he ticket tax z+ the 8 percent level for two
years, through Zeptember 30th, 1982, z2né then they let the
tax go down te five percent with an unéerstanding in the

r the committee

W

committes raport that at that p2rticul
expected thzt the Congress would have a complete review of
the financing of the trust funi and the alrway system to
determine to what 2xtent the taxes should be set.

In other words, it waz not that they were saying that

have the 8 percent

t
[SN]
11}
<
m
=
~
ry
(&
cr
r’-
o]

it should b2 at a £ percen

or

tax centinued for two years, and at which time the S percent
level would come into play, but in the meantime there would
be a study by the Departments of freasury, Transcortation,
consulting with the staff of the Joint Tax Cemmittee, in

order to determine 2t what levsel the tzx should continue for

the continuatior of the orograne.

rh

th taxes were continued by the ¥Wzvs and

in

The ra2st o
deans Ccmmittee bill as is, except for the use tax which was
repz2alead for non-commercial aircras+. There are also some

Wwere surrorted by

=
O
(@}
fot
Hh
(-
0N
fu
+
'..n
O
&)
4]
£
-
}s
(9]
oo

so-called technicsal
the Treasury, scsentially, zncd agreed to Ly the ccmmittee as
well,

The House ras not yet passed the -ill. It has been
agreed to by the Wavys and Yeans Committeo. It has been
repcrted. It is waiting for Ycuse acticn. The particular

problem that exists right ncw is that we have Jjust 3 little
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ané it may

exs hefore ¢

W

WS
1]
n

over a ccurle ¢

-y
1]
ot
o
~
(]
n
[{1]
b
jo
(W]
[a]
()
-

be that the committee shculd make its Jdeterminaticn so that
when the Houses passes the bill, you are ready for floor
action.

I should point out, hcwever, that there ic a big

difference between the two Houses ir the authorization

o

levels. The House continues essentially the san
authorization levels thzt existed -- +he Administration

essentially asked for that -- plus an increase in cperations

8

and maintenance to be paid out of the trust fund.

The Senate, however, has glready rassed its bill
dealing with the authorizaticn, and the major chance in that
is that they have defederalized some 70 airports, and as a
result reduced the amounts that are reguired as
authorization in th2 trust €fund.

s a rasult of that, the recomnhendaticns from the

Commerce Committee, and proposzls that were made in this

comnittee, sponsored by Sanator Packwood, would be tc reduce
the ticket tzx from ° rpercent o 2 gercent, and

ir the other taxes, as z result of

n

correspcnding Zfecresese

the reduction ¢of the need in the trust fund because of the

r1
’_J
N
1]
ot
=
[0}
=
(&4}
L]

razduced leva2ls of the zuthc

The Secretary of Transgorteticn, Secretary Coldschmidt

is here to present the Administration's Case with regard +o

-+
jo o
®
ko)
0]
n
}-1
rt
-+
Q
oo
(o]
Ih
Is
o
\D
t
a]
o
n
Fty
[
o]
(2]
.
=
[«]]
ct
(a8}
2
<
1]
(W}
[
1]
ct
ct
a]
'—‘-
(]
e
r'»
[0}
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1 do is to give you 3 general overview, Lut theres are some

2 other details ani some other rroposzls as well.

3 You may want to hezsr from the Secretary &t this tine.
4 Sernator Packwood. ¥r. Chairman, may I ask a gquestion

5 befcre the 3acretary testifies.

erstanad 1it, our functizn here is nct to reargue

1]

3

6 As I un

irrcor Cur

w
(-'
n
L ]

7 whether or not we should defederaliize

roprizte tax level is

Q.
(D
&,
o
[o4]
ct
(1-
3
(]

ap

jo

ecid

O
.

8 function here is ¢

9 to zarry out anZ make sur

M

that there is encuch money in the
10 trust fund to carry cut the procrams that Congrass sets.

n . Mr. Shapirc. That is correct.

12 Let me comment 2 little more in the sence that prior to

13 1970 there was no trust funi. There was essentially a S

I

1S came out of general

fu
1
<
D
ot}
o+
;-l
o
fe]
D

4 percent ticket tax, and
15 revenues. The trust of S pesrcent went into general revenues

ay systen was cut of

=

6 and all expenditurss for the air:
17 gen=ral revenuss.

18 In 1970 the Ccngress wanted to set ur = trust fund

3

19 essentially for safsty and cther alrway purgposes, airports

n
o]

-
s

20 as well. Therefore, vou hai a structure on a 10-v
21 program for =2 trust fund z2nd authecrization. There are some

slzticn in+ent to ‘use

Ccime 1&g

%)
"
()]
2
1]
i}
[V
n

A
[N

2 indicationc that the

s

23 some of the creraticns znd waintenace rrom *he ‘upn , but

o

24 that was not g=rt 2f th2 statute as such.

ittee and the Ways and Yeans

O
ey
'—l
o3
n
jov)
0O
m
1
0]
=3
=)
’.4

25 The way th
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Committee, 2ssentia2ally the tax writing committees, generally

function with respect to dual-jurisdiction issues of trust
funis is that the authorizing committees ecstablish the

rrograms, and the tax

ry

amounts ¢f money they need for thei
writing committees provide these funds, but they have sonme
control over it ia that the tax writing committees put some
limitation as to what those funds can be used for.

If the tax writing committ=zes are going to raise those

funds, they want to put overall limits. In other words, the

dicate by line item as to

e

tax writing committ=2es do not i
what the funds %ill be spent for, that is autherizing
committees, but you handle the broad categories.

For exampls, vou may set that the trust fund can te
used‘for safetf, but it is up to the authorizing committees
to specify what tyoes ci functions that would categorize for
expenditure from the fund especially for safety.

Senator Pzckwood. The Senzte or the Congress has
decided that we don't want o use any money for operation
and maintenance, or we want tc use ¥10C million. Tt is not
the function of this committee to decide that we want to use

néd maintenance.

%

$500 million for oreraticon
¥Yr. Sharpiro. That is correct. This committee does not

d=2al with what should come out of the trust fund, cor how

much. That is the authecrizing committze. This cormmittee

clearly has the determinaticn as to tre taxes, whether or
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not they want to raise taxzs that 3o not go into the trust

]

the neads c¢cf the trust fund, that has

in

fund. =Rut as far a
gen=rally besen s2t by the authorizing committees, and the
tax writing comrittees correspcndingly match that amount to
go into the trust fund.

Senator Packwood. M¥r. Chsirman.

The Chairman. If I may, I would like to czll on

Secretary Gold=chmidt to exprlain the position of his

Departmsnt, or the idministration's positicn if he is in a
position to speak for the Aéministration on it. Then I will
call on Senator Packwcod and cther Senztors.

Secretary Goldschridt. Yr. Chzirman, let me make four
or five cuizk cvoints. T think that this need not be

btelabored.

There i1s 2z surcvlus in the trust fund for reasons that
we can get into ia 3z moment, if you like. 2ut it is this
surplus which is the bone of contenticn, and which drives

Cussion about where we should g0 with the

tn

much of the 2i
tax. I would likXe to suggest the fellewing te you today as

the AEdministra+tion's position, z2nd I think there is

[

considerabls losic behipnd it.

First, the troposed tax reduction to Z tercen

ot
E N
’_J.
k-
=

very quickly set this committee and the Congress up for a
tax increase again for reasons whick Assistant Secretary of

Budget, Mort Downev, from our Departaent can lay out in
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detail Ly loocking at both budgets that have Leen developed
by the S2nate Committes of jurisdiction, that 2ctby Shapiro
referred tc, and by both committees in the House.

Second, the ra2duction of the tax here in fzact decides
some of the guestions which we think are still azhead of us,
and they include: airport defederalizztion which has been
raised and iealt with by the Senate Commerce Committee; the
Juestion of op=rations and maintenance, which we think is
very important, that Ehe trust £fund money should Le used for
that purpose.

Third; it reazlly assaults the whole cost reccovery
concept that I think this committee has stood by tefore in
terms of cost recovery freoem the air traveller. We think it
will be shelved by a tax reduction of this size. Frangly,

it is pecssitie you will also decide both thsz size of

r
o 4

e

h

airport aid prooram, and the facilities procram, in effect
deciding safety issues here that would be inaprropriately
considered at this coint.

fourth, the a3ir traveller who is often trzavelling with

east 1s

t
[

a business tax “educticn, and by cur studies a

shown to be more affluent than the rnaticnal averzge citizen,

in effect will b2 subsidized by the inccme tax caying

non-travelling citizen -y the outcome of this reduction.
Fifth, ths surplus in the trust is there becauce

currently there ar= 1.3 Etillion in annual costs in the

ALDERSON REPORTING COMPANY, INC.
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aviation system out of a tctal of abcut $2 billion that are

attributable to commercial travellers and that are not being

paid from trust funds that are teing ge

2,

erated by users. I

fou]

am including irn that the users in general aviation.

The bill that the Senate Commerce Committee has sent,
and will eventually perhaps go to conference, 92 percent of
the cost of general aviation and two-thirds of the cost of
commercial aviation under the Ssnates bill would be paid for
by the general taxpayér.

So let me sugsest this toc you. e believe it
inappropriate to reduce the tax. Ther2 are consideratle
policy issues ahead that have not bLeen docided by the House,
and certainly have not come to conferancs.

While we understand that there is a surplus there, we

lus is there

6]

would like to suggast to you todiay that the sur

jo

in a manner

[oN

because, in fact, those funds are nct teing use

concsistent with cost recoverv. The trazveliers have paid

theose kills.

)
m

cnsumer 2111 tecause in

(9]

That this, in ct, is not 3

2

the end the travelling public has paid these monies for

J

¢

purposes of suprcrting the system and cost recovery.

"y

Ultimately, we will end up with a tax increase income taxes

Oor some place else *to continue to paying the kill.

o]

So we would strongly urge +that the committee not accert

these

Lo}

roposes reducticns.
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Senator Packwoozd. “r. Chairman.

]

he Chzirman. ¥r. Packwood.

4]

ir. Chairman, =21nmost evervthing

<

Senator P=zckwood.

not under the jurisdiction

(]
4]
H
(0]
8]
’—‘
7

the Secretary zrgu

50

that

cf

this committee. Dzfederalization, authcrizing C&¥, whether

(¢]

ater p

M

we should undertake a gr

ines, those are not

[
i

cost air

")

FAA, which is part of th

[

within this cozmittee's Jjurisdiction. Those issues in

rtion of fundéding for the

the

Senate have been decided when wve passs2 S.1648 by about a

two to one marain.

The issue is now that if we Keep the tax level as it

is, this trust funi will go to = surplus of zbout 11

Pillion by 1985, based upon the bill that has rassed th

Senate. There is about $3.& billion in the trust fund right

NOW.
So the issus becomes, ire we joinz to tzilor the taxes

which are in this committee's Jjuriscdicticn to pay for

roushly what the Senate has said sheuld be taic for frc

>4
th
x
[4{]
W
"
,‘I
'}
(8]
' r
o
'e]
+
O
-
m
b
Lol
-+
hosé
V]
-+
)]
=<
W\
n
n
(+

this trust furd.

substantially higher level <+han that, zad run up 2 surrlus

of ¥4, ¥5, 3$€, or I3 billicn -- I car t=1ll vyou frankly the

only conceivabls= justificaticn, and it is very minor, the

(8]

only conceivabla justificatiocn for that is cn & unified
budget, it reduces yvour deficit.

You can't

in

(e}
1t}
o
n
(1]
*

Yot zr2 nct using it far nythin
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it for znything. =Zut when you add ur the columns on the

3

* the lsft, you are using trust fund

=

n

4

4]

(@]

right, ané the colu:

nc that on the krocks, general fundé

-4
b
10]

surrluses t2 ba

I don't think that we should ccntinue the taxes at this

level. I think they ought to be lowersd t0 accecmmodate what

the Senate has cassed. Then when we get tc ccnference with
the Ways ani ¥ezns Committee, and the Aays and Means has a

relatively high extension in comrarison to what I am
suggesting, and what Serator Cannon ani I are sponsoring,
when we get thsre we can see what +he situation is. We can
see what fhe Hcuse has done with ths substance of what the
money is to be used for. Eut I do not *hink, froam =
Sstandpoint of cgovernment, vou can Justify these ipnmense
surpluses.

islature,

fe}

Think of ycurself if yocu were in 3Ny state 1le

“illion, ycu would be

[l |
A
[

and you had 3 surclus of $2, $3, o
strung up 1f yosu 4id not return thzt to the rukblic.

This tcust fund is ¢coing tc agrow =nd grow, ard arow,
unless thers is a drastic reduction in the taxes. The
Administration 4o0es not 1likz +the bill we have vassed. They

i3 cut of the trust

R
l,. ]
}_l
Q
h
o
o o
D
(23
1 £5

would like to fund =zlimos
fund if they cculd, heczuse they woulld not have to fungd it
out of gernerzl revenues. Zut that trust fund was not

intended to re used for that purpose.
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The Chairman. I perscnally feel that if we cu+t this

tax, we will have tc make the money back somewhere else. I

-3

have a lot of ceople complaining to me zbout taxes, but in

ie]

the last four vears I have not ha: anyrody come to me 3nd
comglain about this tax. This‘is the only one I have not
had somzbody complain about.

Senator Fackwocd. I think theres are sape peorle ia the
audience who are corplaining zhout this tax.

The Chairman. Yéu Nave got some people in the airline
business, bless their heart, there they are trying to cet
mores routes z2ll ths time.
They are enterprising people. Some of thenm feel, 2nd I

:I this is not right, if they can

s
£2
rf .
}

-
pi]

.

would ssk dr. Zcldisc

f
o |
)]
m
’.‘
0n
)]
o
jo
m
lo}
ry
'_l
9]
M
n
o
jo o
[
t
o+
job
1))
<
hY)
8]
D

cut the tax, they =
charging, and it #will nct he an overall increzse to
public. Th=y will catch that mcney back Ly raisinc their

rat

(8

Se

Goldschmnilt.

O
[
(&%
'._a
o]
le}
-
Ll
[a]
L 3

I see you n

1]

It is & very stronz

%)
'-l
0
)
9]
.y
)
’.l
[aN
r
.

Sacreatary

possibility.

(41
rt
o
1)
ct
jo
[
e}
4]
'_a
e}
m
(9}
e
H
m
n

The Chairrmazn. Thet is on= o

M

mind.

If you think in terms that if you reduce +<his tzx, a

2
=
=
[
s o
o]
<
D
+
o]
nQ
D
'ad
[
-t
¥
U
N
S

dollar is a dgcllar ané vou

somawhere else, why 4c¢ ycu want to cut this cne and zut more
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Senator Pzckwocod. Why do we have ta get it tack dcllar
for dollar if vou are not Jeirg to spend it.
The Chairag=zan. You just mentionad the =z2nscliatad

-

milizr with it 3just the same as T am,

m

budget, 2nrd you are *

I personally think that the airvay and the airline industry

oucht to pay the whole cost. £Es the Secretary mentioned,
the peorle who travel the airlines are z class above the
averace in per capita‘income.

Generally speaking, here is a tax on affluent America
fo pay for what affluent America is enjoving. Then why

shouldn't they ray for it?

@]

ckwcod, ¥r. hairman, we will come back to

)
av]

{1

enator

my guestion.

that is fine.

(o]

You can tzlk about affluent America, an

But if we ire not zoing to srend this moneyv, wWhy ccllec*

it?

The Chairman. dc are =spendinc i+,

Senator Packwcocd. YNo, we aren't. ~t the reate we are
going, we will haves an §11 »illicn surzivs in this fund by

(a4

The Chairwan. he time you get thrcuch adding-bcth
columne of figur=2s uop, z2nd come down o i

big deficit. «e have a biy budcet thzt we zre trying to

balance, ani w= z2r=z= in the red. Ccodness knows we Democrats
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heard about that frcm the cther side of the aicle.

It seems to me that here is a source of revenve that
people who can well afford to pay it, z lot cof them ars
paying out of expense accounts anyway. T+t is cenerally
speaking a tax on tecple who can well z7ford to cav. T
would simply ssy, why do you want tc cut that ore 2nd put
heavier reliance on the income tax, which is getting to the
point where vou ars taxing the goverty brackets.

Senzator Packwood: I will come bzck tc this cuestion,
¥r. Chairman. Is it the jurisdicticn of this committee to

n
T
D
e’
“+
Fn
O
A}
~

decide what this nonev is to
The Chairman. T

jurisdiction tc decide to levy. I

will agree

m

committee's

w
t
0
M

Sen

jurisdiction to sav, general fund,

not the

and pay (7 or I%#

t
(o}
jo
[p)

this

functicn c©f this committee as far ac

conzcernecd.

The Chzirman. It is our burden tc try to raise ernough
dough so this government will not ac broke.

Serator Zvyrd. Hell, this fovernment is broke.

(Generzl izughter.)

The Chairman. If we s2t the rate enouch, if we can get
it with tax=2s, we will have tc h»orrow it.

ALDERSON REPORTING COMPANY, INC.
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In any evsnt, we are still here. is that we

year to

-~ £ -
C ¥0rC 2

'.Ao

eytend

ought to Jjust

decide what we want to do the matter.

I think that this is what vyou recommend,

Secretary.

Secretary Goldschmidt. It is, in fact, ¥r. Chairman,

beczuse in fact on the very subiject thzat Senater Packwocd

and have not

points out, Senator Canncn and the committee

.

on our

]

acted favorably croposal to put operating =and

o

T

maintenance fund in the Senzte 5ill. The Youse bill

includes 500 million to do thzt very thing. the

bill were accepted, ultimatsly we wculd be back here

tax increas=.
Senator P:zckwcecd. No, you wouldn'+. There is a Fz.8
billicn surplus in the furdc now. If the Hcuse bill is

acceprted, we canh pav it out cf that surplus for the next

u

(=]

year, and w2 wlll not be back for a tax

b

monevy.

Secretary Goldschmidt. Senator Packwood, if you want

t> 70 throuzh +hs woculd he harppy tec do it. Rut

in a courle of e tack here saying tc

that fund will be

trust

-3
M0
0
r
O

Yyou, projecting thit in a T so

gone, and we wWill need the amoney. Yeanwhile, it is possible

that the airlines will have pocketed the difference by

[
o

! raid for the

a

<
Y]

raising their tickzst prices, ani we wil
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th

costs out cf income taxes instsad of cut of the trust fund.
We will be back raising this tax or something else. We
don't think that thzt is very rrudent.
Senator Packwcod. You are presuming that the Congress |
is going to adoct all of the scending crovisions ycu want. |
Secretary Goldschmidt. Yo, we are not. I an Jjust 3
saying that we think that it is prudent for this cemmittee ;
to assume that that is a3 pozsibility. 2 year's extension
certainly woul3l leave.the issues open., j
Senator Pzckwcod. Talk about prudence. we have $3;8
tillion in the funZ now. If we don't tass anything, as of
October 1 of this year the ticket tay ircps to 5 rercent,
the gallonzge drops from seven to four cents. He will still
make ﬁcney this coming year.

There is nothing impruient if we 3id nothing. It is

[{)]

T

kind of an 3ad hoc vear hasiz as to what do you dc, and
think trhat it is an unwise way to go, and I am not
recommending it. Fut caztastrophe is nst gcing tc happen in
the next 12 months or 12 months i we wWere to pass either

cast or ¢

[§)
o’
o]
ot
J
[
-
¢
~
Q
]
fu

{1}

(]

"
4

what STena+tor Cannon ancd T

compromise that I wculd suzgest, which I sugcest only

hacause th2 buigst that Wwe havs assumed for 1981 haes assumed
an =xtension of these tzxes through 1981,

The frustratisn comes when vou apprcach the ernd of the

year, and the zirlines are selling tickets, ans they don't

ALDERSON REPORTING COMPANY, INC.
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T Xnow whether the tzx is geing to be 3 cercent, S percert, 2

2 percent.

3 People tuy thsir tickets for vecztion twe and three

4 months aheai of time, and the last thing vyou want to do if

5 you are an airline, r anvbcdy else, is tc go back te the |
|

6 passenger and say, "Ey the way, when we scld you the ticket

7 last Lecember, the tax was only 2 rercent, but now it h=zs

8 gone to ¢ percent. »e havs got tc collect scme more

9 monzy." ‘

10 I ;ould conceivakbly surport a compromise that would

" leave the taxes where they are for Fiscal Year 1981, and

12 then go down to the levels that are reccmmended cf 2 percent

13 on the tick=t tax from 198% tc 1985, and 1.25 for the

4 waybill tax, and $2.0C for the internzational departuress.

15 2ut. I think Just to =xtend this for 2 year, ang nothing

16 else, is unjustifiez.

17 Senator Rentssn. Yr. Chairman, ws really have some

18 problems at soma of our airports around the ccuntry. I '

9 certainly disagree with the icdeca thet we are not utilizing

20 these funds to tha axta2nt we should. it i a user tax, and

21 ye osught to be apororrizcing the funds, insteai of Seeing 1t

2 used as a2 gsavints a2nd lcans. fut if ycu do cut this tax,

23 then there is no chancs of winning that arcument on the

24 other side, z2n< Setting the medernizazticon that we ne=d to

25

! i : in thi traffic
ALDERSON REPORTING COMPANY, INC.
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increasss.
T really cet concernedé as to what is haprening in +he

way of safsty and the problemrs Wwe are seeing with the

Y

terminals today, ané ths inconvenience that is brought atout

2

ther take my chance on

)
>y
0]

by the cengestion. So I would r

f

seeing that we can convince the Senate and the House to do

th

some of things in the way ¢f assisting the modernization o
these airgocts, ani continusz the taXxe.
Senator Packwood. #r. Chairmzn.

The Chairman. ¥r. Brzdley had his hangd up.

w

V]

Senator dley. ¥r. Chairman, I just want to voice my

r
strong suppcrt £or extensicn of the present tazx.
want tc kxnow whare you might szcend som2 of that surplus, you
ought to try to land at Newark tirpert, or laGuardiz, or

Kennedvy, whan planes crzsh, =s they do from time to time, in

resident development. You could csee, I thirk, 2 very tig

place where you could spend some of those trust fund monies

that are fcr the purpocs= o7 szfety and caracity extension.
2ut tha irony in this rill, S.164S8, which I think the
Senate later iz goincg to reconsider, iz that you excluie

Minneapclis Airport, Philadelghria-Pittshurgh, Lamkert,
Dallas-Youston, tha entire %Yew fcrk-New Jersey comclex of
airperts from being able tc receive any of these funds for

safesty and capacity expznsion.

You state in *he :till that the airport can renegotiate

ALDERSON REPORTING COMPANY, INC.
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with the airlires. %ell, that is terrific. TIf T have
jathority t> rsnegotiate, 2nd the party that I made the
contract with dces nct want to renegotiate, that autnority
is not worth very auch.

So I am saving that you bzsically cut cut = number of

airports from the eligibility for these funds at precisely

[

need

EN
M

the time when they need them most. At least,
anotiher yesr cr sc to try to think whether we shculd
reconsider this bill..

Senator Packwood. Eill, you misstate the bill. You
misstate S.1647%,., Xothing is cut cut in terms of safety

have cut out is a lot of

o
r’»
n
}_l
)
ct
jos
fu
t
ty
H.
—
’ )
*
x5
jon §
[
t
£
D

ara

rgest airrorts in

1

operation and maintenance for the 72 1
this country.

Tcday, on cperation and maintenance, those airports cet
about S8C percent or thszir funds through contracting with the
airlines. Thev gzet about 10 cercent from the aircort
develorment funde. Those airports are going +*s have no
difficulity negotiz2ting with the airlines f2r that additional
10 cercente.

They are nct coing to leave Houston, lew York or Los
Ang=les. They will negotiate znd they wiil ravy. The safety
funds

W

not cut.

o
a}
M

The Chairman. Let's hear from Senator Ecren. Fe has

been trving tc gcet = word ir.

(9]
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Senator 3oren. I want to zassociate myself with the

concerns thzt have teen raised toth by Sernator

Senator =railey. when we are tzlking =zbout negotiating

3

[T

strangth, I think that there is even greater danger.

It may be true that some cf the airports named, like
Los Angeles, will -2 strong enosugh to be in a bargesining
position tc renesjgotizte funds for the care of the airports,
but yocu zet down to ccmrmunities the sire of Okiahoma City,
or Tulsa, or Baton Rouce, for example, some of those, we are
not going to be in that kind of bargaining rosition.

I think that we are going to have severe crotlens. I

think that we zre zoing o be right back where w2 were

before, either having to acpropriate funds from scme source

that will be less fair in terms of who will czy for it.
T thinX thzt 1f we lcwer the tzx now we are sending a

signal in the niist of this batile ovar éefederalizing the

airports that we are rezdy to <o along with 1it. Ir.

think we 3arsz going +o lezve a lct of alrcecrts acress the
country in 2 helpless situation, and that is gcinc to impact

on the efficiesncy, the safzty, znd all the rest cf it.

Senator Packwood. We have already voted to
defa2deralizz thcse azirgcrts.

The Chairman. Serztor Mowvnihan.

Senator ¥ovnikan. ¥r. Cheirman, - would just like to

ALDERSON REPORTING COMPANY, INC.
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amplify Senatcr Boren's remarc
0f the committse the surprising results we hzave hacé cf

deregulaticn of airlines generally

~

scme airgorts have turned ocut to Se very stronc, znd others

surprisingly weazak, This would introduce into that condition

of weskness 2 rzrgaining problem which T think many could

not sustzin.

I thinX that Zenator Z2orern is right.,
The Chairran. Any further discussion?
Tenator Packwood. ¥r. Chairman,

The Chzirran. Senator

er a motion, as a

Hy

of

192]
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+
O
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{
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O
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(o)
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U
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O
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o]
0
ct
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D
1
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r{
’-4
’_4
oo
D

passenger ticket ‘tax will be at 8§ percent
riszal 'E1, which will zccommodate itself to the

It will dreg to 2 rcercent from Fiscal

o
(=1
U

%]
®
«t

'
|
O
(WY
L
O
o+
=)
(@]
w3
0
L]

The international departure tax of 2.00, wrkizch is

present level will stay through Fiscal '82, znd then will

3

That we go to 2.5 cents per gallon tzx on fuel,

Hh
-

exchanc=s {rop the a2ircraft user tax. That is a trade-of
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»

and by and large that is not 2 controversizl arsument. The

Ue]

tax is paid by the airlines. They would rather cay the tax
instead of the user chzrgs, but *he buiget effoct is
essentially a2 wash. You can separate that cecint from the
othsr thres.

I would offer that as a compromise.

st make this sugczstion.

1]

o

The Chairman. Let me 3
Unless I miss my guess, and I dcn't think I am going to miss
my guess con this, there is nct going to be a mzjerity unless
someone 1s holding some proxies here with which T am not
familiar. So if this fails to muster the necessary
majority, I would like to 2lsc have a vote 2n a Tmotion which
I will make myself, unless scmecne else wants tc make it,
that we just extend the existing levels feor zncther year,
during which it will give us time to lock at it and see what
we want to Jo 2hout it.

So I woulsd suggestvthat w2 vote cn ycur motion. Then,

if that feails to auster the 11 wotes necessary, we will vote

th
)
t

O
'Q

on my motion. we have

reccrd themselves on bcth propcsals.

5y
@]
$)]
—
-
t
o o
m
3]
(@]
e
b4
.

Go ahead an

0]
rt
n
th
pee
o+
n

Senator Danforth. Yr. Chairman, rmay I i

Secretary.

t
()
D
o]
[
ot
6]
[
el
@]
o]
'¢]
0
'3
1
o]
Lo
o]
n
w
|

You would sugprcor

Secretary foldschmicdzs. Yzs, sir, I wouvlisd.

(]
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good

You,

eight-and-a-half, =zn

Senatcr Tcole. teforz we votrte, let me

woulé you zlso suprort, I think EBEcb Fackwcod nade a
point, rsrlacing the current seven cents tayx with

eliminate the user taXe.

(o1

Secretary Golischmidt, No.

m

Senator Dole. You don't have any guarrel with that, do
in the event that his comzromise fails?

Secretary Goldschmidt. No.

The Chairman. Call the rcll.

Yr. Stzrn. M¥Mr. Talmadige.

(o Lespons o)

Mr.. Starn. Yr. Ribicceczif.

‘Senator Packwood. Ave.

Yr. Sta2rn. Y-, Pyrd.
Senator Fyri. rresent.

Yr. Starn. “r. N2lson.

14
rt
*
D]
o
i
"
L]
HEN
"
L1 ]
®
’.—J
wn
O
o3

g -~ AR 4 o~
Yr. St=ra. e Tentsen.

Senator Zeants=r. HCe

Yr. Stern. Yr. Yatsunaqgsz.
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Yr. St=
Senater

4
(o]
L ]

n
t
11}

& L ~ A (%] i< n < n i N
oy ol &2 H D e m 1 (1] a| D
(p . O . o) ] jon ] . o)}

fu [ ) 1Y)
) t; ri /) ot n r+ n ot tn 'as
or + D + ¢) ct (¢} ) O r (¢}
far W ) m 1y o r 0 "y ) ]

r{
L
(¥2]
rt
n

'Ne. ¥Yr. Eaucus.
Pzckwocé. AV,

ne. Mr. Boren.
soren. No.

ne “r. Bradley.
BEradlzy. YNo.

n. Mr. Dole.
Dole. AYe.

FPackwcoda. Aye.
Ne *r. Rcth.
consa. )
INe. Yr. Danfcrth.
Cznforth. NO.
rn. Yr. Chafe=,
Packwcod. Aye. )
TN Yr. Heinz.
Heinz. 0.
rn. “r. %aellocz.
Fackweccd. Avz,.
The Yr. Purenterg=r.
consa,)
TNe. *r. Chairpzn.
irman. NO e
n. S2rator Sra2vel votes 2ye.
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The Chairmzn. The ayes are eight, and
seven. We %11l just have tc record the absente
and see heow it gces.

Let's call thes roll now, and T will accecpt
modification of ths user tax.

Senator Packwocd. This just passed eight

You are going tc recori those who

e are 3o2ing to

x

meantime
failed.
The Chiirmane. trzing to

you I would do.

r Packwzcd.

Sernatc
Mr. Chairman. I 32 ot

that has passed amonc the rembers

will vote for it.

The Chairman. Senator,
I can still offer an amendm=nt, or
have dcne cusiness zrourd here for

«hv don't
s2e 1Z they like this pr

anen

are not here,

do sxactly w

who here.

are

te

+
[

a substi

many

we rcoll these

ovisicn as it

dment.
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the noes are

es later on

ycur

tc seven.

hut in the

vote on scmething else that would

hat I teld

I know what you are trying to do,

>Ject to tzking a vote on something

Yavybe they

even assuming that it carried,

. “hen we

has been that

menbers

rassed, in

even 1f we had not agre=d to
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what we agresed teo, I couli offer my amendment. So I 3Fust
want to offer my amendment tc say that we simply continue

with the modification that was

ct
’_l
o]
Q
’_J
D
<
1]
=
n
-

the tax at exis
suggested by ¥r. Dole here, which I understzni the
Administration is willing to accept.

Senator Packwood. Let me a2sk ycu this, this is to

continue it through 1981; is that righe?

The Chairman. That is richte.
Senator Packwocd. #y amendment would d4¢c that. So your

amendment is really to Xncck off anything after 1982,

The Chairman. That iz right.

Senator Packwcod. So that everycne understands, I have
continued it thrcuygh 1281,

tand. I will continue it

[31]

de

[}
n

The Chszirman. T a:

8]

through 1921, and then existing law that would otherwise be

(Yol
8 <]
Y
.

t-h
ct

er 1

&£

the case, would be the cas= a

Guesticn, r.

n

Senator Bvrd. Couli T ask thi
Chairman.

The Chairman. Yes.

Senater Evri., crnder ycur orcgesal, does the
exrire at the =nd of 162127

The Chzirman. Czn the 'stzff give me that situstion.
If you just extznd the existing level 5f tax throuch Fiscal
Year 1921, if vou just do that, woul you jﬁst exrlain how

that works out as far es a‘ter 1281, &ard where we 5o, T
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think ¥r. 2a2ckwvoo
2 percent.

Senatcr Pzckwood. No.

The Ciz2irman. H¥ol< on a minute, =znd l2t's let the

Mr. Shzrpirc. If I understznd what ycu are saying,

there are three wa2ys to lcck a2t it.

the 5 percent tax down to

One, if you extend present law, it is at an & percent

level. RAfter Cctecber 1, 19381, if yocu take no action, that

J
ia)
1M]
H
0
(V]
=]
r’-
L]

would go to

The Chairman. Senator Packwood's would take it down to

2 percent.

Senatcor Packwood. In 1982. If there is no action,
would go to S percant this Octczcrher. .

Ar. Shapiro. That is correct.

The Chzirmzan. Zut would thers be some difference at

it

the end crf the yvear if vou 3ust agreed to my mction comgpared

to his?

¥r., Shariro. At the ernd o7 16%1, according tc vou
motion, i there is no acticn it would e 5 percent. I
Senstor Packwood's motisn ware zdop*ted, it would re 2
cercent.

The Chzirman. Ckay, let's just vcte on my metion.

ALDERSON REPORTING COMPANY, INC,

400 VIRGINIA AVE, S.W., WASHINGTON, D.C. 20024 (202} 554-2345
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¥r. Stern. ¥r. Ribicoff.

Senator Fackwood No.

Yr., Stern. This is on the one?yea: extensicn.

The Chairman. This is on my amendment, with =
modification.

Senator Byrd. It is arn extension of one vezr
bercent, ani at the ené of one vear it goes to S

¥r. Shagirc. “ith no cther action, it woulé o}
p2rzent. The amenimeﬁt does nct go to 5 rpercernt.

a4 Oone yvear extension,

ke

C

It

Dole

n

to

neans

the present law would %e that it would bhe & rercent.

Senator Eyrd. This, in essence, keeps the rresent law
as it is.

Serator Matsunaca. This i1s on th2 passenzer tax, and
the user tax.

*r. Shapirc. {es, 1t woul?d continue all the *zxes at
the present level fcor ons ncre v=2ar.

Serator Yatstnaca. This is the amendment now Seing
prorosed.

¥+ Zhapiro. This is the fesnztor Lorng amencdnsnt, ves.

The Chairmen. And that ic the Administration's
positicn.

Let's go ahezi and call the roll.

¥“re. Stz2rn. ¥r. Talmadae.

(Y0 response.)

ALDERSON REPORTING COMPANY, INC.
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Starn. 2r. Rikbico

h

P

Senator FPackwood, No.

Mr. Stern. ¥r. Zyrd.
fenatcr Zvrd. iye.
Mr. Starn. Ar. Nelscn.

(¥¢c resgonse.)

M

r‘

n

tarn. ¥Yr. Gravel.

(%0 respo

nee.)

Mr. Stern. ¥r. Bentsen.
Senator 3Zentsen. lyz.
¥r. Ztern. “r. Ketsunaga.

Serator Yatsunaga. No.

v

Te

N

t

(&

Sernator

-
-~

n

¥

Yro. ¥ovnihan.

- 12

ovnihan. rlye.

Mr. Stern. ¥Yr. Zaucus.
Senatcr Packwood. No.
¥Yr. Stern. Yr. Zorcen.
Senator Zcren. Lve

*r. Stern. ¥Yr. Rradlev,
Serator ZEZrzilev. AY2 .
f‘tr. Stern. Yr, Dolie.
Senator Dcle., AYeS .

Mr. St2rn. Yr. Packwocd.
Séuator Pzackwoecd. ‘Yo.
¥r. Stern. ¥r. Roth.

ALDERSON REPORTING COMPANY, INC.
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(No responza.)

¥r. Stern. ¥r. Danforth.

Senator Denforth. Ave.

¥re Stzrn. Mr. Chafee.

Senatcr Packwcod. No.

Mr. Stern. Mr. Heinz.

Senator HYzinz. Aye.

¥r. Stern. ¥r. Curenkterger,

Senatcr Durenberéer. AYE.

¥r. Stecn. ¥r. Chairman.

The Chairman. Ave.

I have ¥Mr. Nelson's proxy, aye.

Fleven zves and six nays. The motion aprears to
carrvy.

The final vote on the Tackwcod amendment was eight ayes
and nine navs.

Senator Packwood. Having lost, I have an amendment to
offer.

The Chzirman. The onz thz: sot the 11 ayes, that 1is
the majcrity.

Senator Heinz. Ig ths next orcder of buciness the
expiring tzx rzrovision?

¥r. Starn. You have nct orderz¢ this repcrted. You

have not resort=3i this measure that veu havs just voted
for. #oculd vou like a separate »ill feor this, or 4o you

ALDERSON REPORTING COMPANY, INC.
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want to recpcocrt this as an aneniment to one of thesso tariff

rr
8 bf

bills that you hzve acted orn, mayke the H.R. 6571, which is

e

the bill relating to suscernsion of duty on tuna rpercine.

The Chairmarn. If thers is nc objection, we will add it
on that bilil.

Senator Durenberger. ¥r. Chairman, I have a matter to
bring up that relates to this bill tefore we vote on it, and
also an amendment.

firom the Commerce Cemnittee on

W
o
'8}
(@3
w
Q
M

In the rerport 1

my

S.16U8, the committee calls to our attenticn the fact that
the Internal Ravenue Ssrvice icsued a notice ¢cf prcrocsed
rulemaking on Jznuary 5, 157¢, which would have the effect
of rederining what an airpert includes, with the intent of
changing the *:=x 2xemption =tatus for certain facilities
located within an zirgport.

The Commerce Committes reccgnizes that this committee
has jurisdicticon over industrial develcpment roncs for
aircvorts, and rzccmmended that i+ was their feelinc that it

was nct the prerogative cf the Internsl T%evenuye Service, hut

0f the Congress and the Comrmittee *o decide

the prerogative of h
ths issues o5f definition of guzlifications for tax exenmpt

status under IlZe.
I have an amandment which wculd, in effect, redefine
the word airport, nct =xpand it "eycnd what existing law has

Y thazt has teen cast

]

o]
o]
2
~
t
[
t
£
(¢}
o
=
L
)]
<
1]
3]
[@]
O
=3
M
o+
po g
(3]
o
8]
0
m
[a]
t
s
'.A
e
r+
[
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on the use of industrial develcpment bends all over this

irline facilities, and

fu

country for thes construction of

roverty. I

w3

computer facilities on or azc¢jacant to airpert
would like tc prcopese that amendment.

The Chairman. Does ths Administration have anvy
position to take Wwith r=gard to that amendment?

¥Yr. Goldschmiét, if you want tc, ycu can re excused if

(o1

You have something else that ycu want to do.

Yre. Lubick. “r. Chairman, tec give you the lackgrcund
of this. When you adopted the rule on the taxation of

ermitted the

Lo

industrial Zevelopment bonds back in 1268, you
use of industrial developmént bonds for the financing of
airperts.

Hewever, the legislative history zt that tine indicates
clearly that yocu 42 not intend that the industrial

ion of

ct

develcprent bond financing co hreyond the construc
facilities for airrorts and these thincs which service the

airrort, ths pzssenger terninals, the rastaurants, and the

ll:‘(c .
The questicn has come up because in a numter ct
instances it has keen progcsed *to construct general office

facilities fcor the operation o7 the whole alcway systenm
through the device of industrizl develorment tondce. In
point of fact, th= most famcus case was the Tove bty American

Airlines and the construction of an office facility te run

ALDERSON REPORTING COMPANY, INC.
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their nationvide system out of downtown Yznhattan to the

2ecauss th=re had been some rulinc issued by the

Internal ERevenue Z2rvice in this area, a grivate ruling

3

*inal which was

()

1

issued in connection with the comcuter te

constructed to permit this, we put o2ut a notice of proposed

rulemeking to clear up what really shculd have bheen

abundantly clezr. #We 2id it on a croscective basis, and all

of the parties that were ccncerned thcught that that was

appropriate.

So the rezulations which are out, Senator Durenbercer,

squarely refilect the lecgislative history and the debate in

[
)

1863 in the Congressional Fkacord. To roserve thcecse
regulations wculi mean that you wouléd te authorizing the
construction of commercial facilitiss that have nething to

do with the airgcrt by industrial development honés simply

becz2use they harrean to be lccated in za2n airport.

There is no pzarticular reason to Justify the
constructicn c¢f office facilities, z2nd it waes never intended
through indostrial development Ltond financing.

Senatcr Zvrd. “zy I ask a guestion in that regzard?

Has th2re beesn a hearing on this rrocpesal? I don't

3

recall ocrne, fut there mzy hzve heen.

is i=s the existing

n
1}
t
L]
[+}]
0n
b
8]
ja}]
p
}--
-
-
ok
o

Senator Durenberc

icng time. ] was not

i

law as it has teen interpreted for
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Tu

around in 19%6&, orviousliy, t¢c deal with the issue of

legislative intsnt, but there has been financing ¢ thece
kinds of facilitizs over the relatively long pericd of

time,
Iz you take ¥r. Lubick's expanded definition, I czannot

make that statcment as a flat statement, but I know that the

m
e
t
3
[
W
=3
[e]
D
[a}

effact of the prcoposed rulemaking has teen to

-
©

Lo

on any Xkind of headguarters construction with .
Whereas, IDEs heava beé“ tsed since the passage of +he aAct in
1968 for headquarters fzcilities and for computer
facilities.

Mr. Lubick. Senator Durenterger, I don'+t think that.

that is guite correct. You are correct that the Dalias-Fort

ct
vy
)}
t+
%
n
0
ot
o
m
(o]
3
(B
[
(9]
)
in
M

Aorth is an illustratiocn of that, and

of a headguarters fzcility as to which a ruling weec ask=d

rulings that dic izveolve coaputsr fzcilities, =nd 273in we

onstructione.

(2]

think that thrat waz an improrger

L to z2ccommoedate those reople whe may have had

=
L
(Y

In cr

some doukt, we agr=zed that we would eropesae the clarifving

[
)
r
0]
“1
'
W
0
t
’.4
<
[{N
t
W
N
'.J
0
L]
==
(L
It
’_l
(9%
o)
(o]
ct
ct
)
}J
8
g
ct
b o
fv
r’.

regualations on

there was much dcubt, but we were giving thcse peorle that
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£
Bt
81}
.
1)

had gone ocut arna

-

t

£

th ct.

dou

D

bensfit of

I think it was a

and I think anvitedy wh
the regulaticns shouild
So I don't think

been generail

office facilities at airports.

come to us and have

n
W
=

moved back, but we

. There has noct reen

Senator Byr

9]

provision,

The Chairmnan. Is

reliance on

n
O
=3
D
(@]
o3

very liberal act

ncSody has been i
O rroperly examin
nct have been in
that it is fair ¢
thls type cf £
There a

for

on th

doing

ils

ct
-r
™)
n
try
s
in
Js
tn
ct
T
()]

cn the rart of the

)

n decutbt since then,

o
ct
r+

ed the statute &and

te.

Ly

dou

o] thzt there has

n
bt

m

a

inance to censtruct

re a numrber that have

suggested that they wanted the date

that.

grticular

Re]

there any further discussicn of this

amendment?

(%0 resgzonsa.)

The Chairman. All in favor say, zye.

(Choruws 2f zyec.)

The Chairﬁan. Oorcsed, no.

Senator Eyrd.- Yo.

The Chairman. The ayes appear te have it.

Senator Fackwood. ¥r. Chzirman, T have an amendmeqt.

The Chairmazn. Senatcr Fackwcod.

Serator Packwsocd. Agriculture, of course, is exenmpt
Zrem the fuel tax, exce;t.for helicopters used in lcagginge.
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Timbering, 2f course, is agriculture. They f£ly off their
own pads. They truck the fuel ¢ then. They dc not use

public facilities.

three-quartars of 3 mils frcm the PECS. They pick up the
logs, and 1load them to where the *rucks pick them up. It is
agriculture, and they should not have to ray taxes it.

I am simply gecing to move that taxes on heliccpters

will be exemvt fron

use2d in logzing thzs fuel tax as is all
other agriculture. A

Senator EByrd. Tf the Senator weculd yield.

As I understand it is very similar to a trzctor that is
used only cn a farm. There is no tax therec.

Senator Packwood. Every time that they cc to a puklic
facility, and arny time that they use them in anything‘other
than agriculturs they pazy the +ax. But this would exenmpt
them from the zcricultural standpoint.

First let ne ask, how foes tha Administraticn f=2el
about that?
¥r. Luhick. “e would be orposed tc starting %o

a0

introduce exemptions. gensral facilities ¢of the airway

t

system are avizilazble to helicopters. Clnce we start down
this line of making exemptions, devending upon whether or
how much uss a terscon actually makes of these facilities, it
is not zoin3s to he very 4ifficult to StoD.

ALDERSON REPORTING COMPANY, INC.
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I would suggest that in light of the extension which
ycu have voted, it might be aprroprizte to consider these

things during the next vear, whan you zre going to get into

-this subject in ¢gr=at detail.

Senator Packwcod. Don, I am not trying to make an
exempticn. We already exempt agriculture frem the fiel
tax. I am trying to say that when helicopters are used
sclely in agriculture, timtering, they will not have to pay

the tax,

I am not saying that i they go to a general aviation
airport, or are transporting passengers, or taking sombody
from Love Field to z2nother field, or anvthing else. T am
Just saying that when they are used in agriculture, the fuel
that they use for =2gricultu-al purposes will not be taxed a;
is any other agriculturzl fuel rnot taxed.

¥r. Lubick. You are suggesting z new exemption that is

not there now, otherwise you would not be suggesting it.

Senator Fackwocod. I am susgesting that it te treazted

[£2]

the same as anyv other agricultural uses.
“r. Lutick. T reailly think, Senator Pacikwood, +that it

would be appropriate to consider the score of exemptions and

r we

o

one 2ft

£

the nature 5f the tax, and that would sest te
have had hearirgs on the whele tax, ard within the scope of
the consideraticn vcu are geing to e giving within the 12

months --
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The Chairman. I den't Xnow what cositicn I wan+

PRSSS

=
m
)
r
[
n
[ty
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t
o]
tr
O
~

take on this. I knew I am i1ike Zob

against env combine I ain’'t in on.

We use these helicopters down in Louisiana that work
back and forth on those rigs to produce o0il ocut on the

continental shelf., I think that all th=2 lcgic that aprlies

to the amendment, where they ars used for fcrestry, and

seeding, and fertilizing, =znd spraying, I think that that
3ls> ought to be includedi in <h2 amandment.
Tt scems to me that the same logic applies to those

uses as it does to what the Senator has in mind.
Senatcr Packwocd. I hzve a2lways thought of cetroleun

Ak}

as agriculture, Yr. Chzirman.

ffic helicopter

m

Serator Brazdlsy. “hat abcut the +*r

that monitors the flow of traffic into maJjor metrcgclitan

The Chz2irman. rirst let's get my businecss settled. I

am talxing about the heliccpter that works bSack ans forthe.

Shapiro. Yec. Your stz2ff showed me what vou had in

a4y
S Y

crth between the

[{1]

4]
[§]
fu
0
x
o
3
fo R
Hhy

mind, scmething tha2+ goe
driiling rigs.

The Chairnan. inder the regulations prescribed by the
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4 under this secticn on any

(o
()
m

Secretarv, no t=x shalil e i1mpcs

in farm operaticns, or used in

()]

liguid =0ld fcr us

helicecpter natural rssource discovery, or racecvery supcort.

n

hzpiro. ies, I have seen thzt.

-

¥r.

m

The Chzirgan. 2o you want to mecdify ycur amendment?

(@]
0
&
[

Senator Pzckwsod. Fine.

The Chairmzn. It would be very ermtarrassing to me to
have it agre=sed to wvwith Louicianz left cut.

Yr. Lubick. ir..Chairman, the fact that vou are able
to suggest 211 cof these other items, I think, coes indicate
that this is a continuum that we have here. T do think that

it might e appropriate if you woul?d ¢ive us the few months

']
by

1

13

until you are

14

to go through this whole picture to see
what cught to be exempt and what oucht not to he e%empt.
think that it would he better, in lizht of the climate of
ratiorality thzt has teen prevailing here so much lately.
The Chairnzn. It is all matter of votes. If vou have

the vot=s, you cen delay it foraver.

De vyou want tZ suggest an zmendment, VYr. “radley?
Senator Erzdlav. I don't have the exact wording, “re.

Chairman. I don't actually have the éatz. But I was simply

£

saying, nztaral resources an logging merit thes exemp+ion,
perhaps the traffic helicopter that moritcrs and advises

motorists as they ccme intc major urban areas should also be

exempt from the fu=2l tax.
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Senator DPazckwood. The argument on agriculturzl
helicopters, I am just familiar with lceging, is that they
do nct when they are in agricultural uce cublic facilities.

They use their own private systenms. I don't kaow whersa

at

fa,

tratfic helicopters 1lzané. I don't Xnow if they lan:
commercial airports, and keep in contact with towers. T

can't spesak to it.

+—
ct
kt
ot

The Chairman. n ou: art o he country, these

a
'y

heliccrters that we are talikin abcut, they den't use the

m
0

airport. They hava the little helicopter pads ocut there,
and they work tack and forth from the helicopter pads.

Senator Packwood. They truck the fuel to their own

private pad,

S

to

rator Bradley. ¥r. Chairman, I withdraw ny

D

amendment. I only hope that we have a chance to use your
amendment in the Raltimore Canyocn.

Senator Danfor<th. ¥r. Chairman, I wonder, with resrect
to your z2mendment, if we are going to extend it, shoculdn't
it cover any businsss uses?

The Chairrmen. What we are taliins atout is the kind of

V3

S nct using the =safety

[ N

situaticn where the heliconter

evices, and all that. Tf rou

ct
foh
7]

facilities, and the airrgor
have a helicopter that is working in and out of an airport,
he has got to use the tower to Jet in z2nd out of the

airport. Senatcr Packwcod is talking abcut the situation
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where there is the came principle as a farn tractor, where

it

are

have

comnitteze, 35 I unferstznd it, is the €xpiring provisions.

the

effactive Zate, tha

tax

hasg

industry as to what thev

tax

not using the highway.

ém nNot particuvlarly rressing for the amendment. A1l

bt

saying is that it ought to 2pply 22uzlly to vorkxing
and forth from the landbase to the offshore, where they
not using the airrpert.

All in £:

jo)
<

or Y, 3Y2.

Ul
f

.)

Th2 Chairman. Cpposed, No.

o
n

(Chorus c¢cf ay:

The ayes appear tc have it. The ayes

+3
T
M
@]
»r
o1]
} -
H
3
9]
e}
.

it.
Senator FHeinz.

Seqator kEzinz. ¥r. Chairman, the next business 0of the

¥r. Shapiro. I have one rcint that I want to say on

airway, Just for the committee record, and that is the

January 1, 1621, for the czas

-+
al
"]
=
o
3
ot

change that you agreei to.

The Chairman. “ithout crtiection, it is acresd to.

irwaye tax, “r. Chairman, there

v
2

¥r. lurick. On th

»

ised bty the zirway

1w

been some guestion that has been r

:cht to te doing on collecting the

O
(o]

fter QOctcter 1.

i

on transcortation sold to bes used

Since 3ll of the bills, Senatcr Packwood's bill, thre
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Administration procosal, your proposal, and the Eouse bill
would continus the tazx at & percent, I think that it might
be approprizte if the committee would declare that it is the
intenticn t> do this, andé that they cuzht tc continue to
collect the & rercant tax with resgect to all transgortation
that will ultimately bz subject to the extender. Ctherwise,
we are going to have 3 very confusing situation, and they

are locking for a signal,

n

They asked me for a letter, and I sazié that my record
in predicting what the Congress will dc has not been too
outstanding, and they could do as well as I.

orle.

¥

The Chairman. ¥ will no notify ¢
¥ow, ¥r. Heinz has an amendment.

han. Would Senator ¥einz yield tc me for

’_14

Senator *cvn
a guestion., I have a matter which I wzul@ like the
committee to ccnsider, which wculd he vrecrerly attached to

r ™ =~
hoi‘.o 5Zoks,

snator Feinz. I have exactly the same prctlenm.
¥Yr. Cha2irman, the '76 Tax 2Act grevisione that deal with
the allcwance Zor decduction for charitacle contributions te

conservation ezsema2nts will expire next year. The House has
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bill, H.R. 7SS€, which includes a section 103 that

passed

]

allows for the continuation of those desducticnz as stated.
It is impcrtant that w2 act now to extend that

legislaticn so that the donors and dcnee organizaticns will

know what is expscted 0of them. The House has acted.
Senator ¥ovnihan. Yay we have order, ¥r. Chairman.
The Chairnzan. let's have crée

I know of no contrcversy ahout the

Ky
m
e
o
W]
.

Senator

extenticn itself, but I would like to state scTe
clarificatisns with the staz®f and the Joint Tax Committ=e on
some of the applications of the provisions cf Sectiocn 103

T

that rermain in my mind after locking at what the Ways and

MYeans Ccommittee has done in their report.

is a broad national interest in these matters as well.

First, is it your undsrstanding that a state or local

conservation prcgrazm need not he funded by direct
apprcpriation, Feiasral, Stzte or local, tc satisfy +he
requirement that thsre he 1 "cleza rly deiineated gcvernmental

conservation policy" to which the contributicn of an oren
space easement is rcursuznce.

tor. The statement

VR
b
L]
5
o
O
0O
=
)
)
k<!
+3
wr
n
+
..J;
in
(@]
O
(=]
|
T
0
o+
~
11
(1]
3
o

that you ars r2fsrring to, furnd=2 programs in the ccnnittee

repcrt, was an examrole. The only requiremsnt is trat there
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siznificant governmentzl commitment to preserving that

is =
tyrs ¢f arez.

Senator Xeinz. I thank the staff.

Second, the committee reports lays out four factors to
be considered in determining whesther a particular
contribution-will vield a sigrnificant zpublic benefit. 1Is it

your understanding that these four factors are not
exclusive, that there are other criteria that might satisfy
the significant public benefit test?

¥r. Brocckway. That is correct.

o]
4

h

staff.

o~
“+

(]

Senator Heinz. I than:

ty

Third, would it be possible that the committee report
to include esxamrles illustrating the application of the
sigrificant public ten2fit test, so that potential donees
might have 3 better idea of what would cualify and what
would nct gualify theredy minimizing the nzed fcr extensive
litigation?

¥r. Brockwavy. Certainly. Theres will te nc problenm
with thst.

it will be possible to rut in

[72]
m
o]
)
ot
o]
o]
I3
M
-
o]
N
*
n
(o]

appropriate exampizs. Is that correct?

ir. Zrockway. Yes,.

Senétor Heingz, Finally, I 2m ccncerned about the Hcuse
Report language stating that a contribution is "not

exciusively for conservation purposes if the contribution

3
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would accomplish cne of the enumerated conservaticn

he property that would he

ot

purposes, but zllcow uses of

gnificant conservation interest."”

’.l-

n

destrutive 5f cther

ply in the following example?

97
e}

How would this
Shorelands along & scenic river that are cemrletely
protected from r=sidential, commercial, znd cther
develcpnrnent. sculi the fazct that contrclled timbering was
not prchibited under th= terms of easemTent result in loss of
the tax deduction? ‘

¥r. Erockway. It would nct, Senatcr. Ye would be happy
to clarify this. It is not intended that the land be kept
pristine. Controlled timbterinc would be very ccnsistent
with the ccnéervation Surpocse.

Senator Heinz. I apprecizte that very much.

» Chzirman, is there any disagreement fronm any of the

Mr

members?
Senator Bents=n. e Chairman, I would Just like to
annpouncs &y sugweorct for it. I think that it is & major

contribution in gotting scme protaection of wetlands, feor
example, for migratory rirds and wildlife. It is a major

contribution for 32+ting lands committ=z=d tc tha putlic use

ot

voting that type of thing. I think thzt it is 3 sterc

forward, z2ri I support it.

cue Zrom Texacs.

rt
ol

Senator Heinz. T thank my cclle

Senator Ryrd. I would like to ccmmend Senater Heingz
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for the clarifications that he has brought about todaye.
Senator Heinz. Thank you.
Senator Durenberger. fr. Chairman, I would liks tc add
my strong endorsement as one whc is & beneficiary not as a

donor, but 25 somedone who worked in put

ot

ing together park
and open spraces projects. This is z tremendcus piece of
work. Thank you very much.

Senatcr Heinz. ¥Yr. Chairman, I thank my colleagues.

The Chairman. Without chbjection, it is agreei to.

let me asX Mr. Stern, because I have to go to another
meeting.

dhen can we meet again, Mr. Stern. I have to be in a
conference this =2vening, starting at 3:00 o'clock.

¥r. Stern. Y¥r. Chairmzn, after checking with your
schadule, Wadnesday wculd e the next Zay, 1f you want to
continue with the2 agenda on next Wednecday.

The Chairnmen. I supcose that this is hew it will Rave
to e, then. I want to take care of these matters as soon
as we can.,

Senator Yovnihkan. ¥r. Chzirmzn.

The Chzirsm

Yes, ¥r. ¥cvnihane.

¥}
o]
.

Senator M¥cwvnihan. De vou havs a moment, %r. Chairman.
I am sorry to rut it to ycu this way
The Chairman. Go ahezj.

Serator Ycynihan. We 2re regsrting out tecday .2
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52¢3, I believe thzt is it not?

¥r. Stern. That bill was ordered reportedi the other
day.

Senator xoybihan. But you are going to actually send
1t out? Caan we still acéd to it.

Uatil the rill is reported, the committee

Sterne.

can ccnsider it.

Chzirman, this is a simole and

'

Senator Yoynihzn. Mr.

also complex matter. You will reczll the so-called ¥ichel

HEW

]

1980 arppropriaticons for imrosed

[
2 8)

amendment to the Fisca

¢

states which had an error rate in

Hh

a]

n]

a psnalty systenm

ot

o

in AFDC of abou* 4 percent.

ani

is that althouch

There is a troblem here which

error rate is associated with fraud ani things 1like

soms this is not the case.

last

a hearing on this in this committce

s hearing, to establish the amount of

ir these progranms, ani it was very small., Indeed, the

degree of error is in nany ways a function 0f ycur effort tc
maintain guzlity contrcl. Ths rmore You require informstion,
and vou check and things like that, the more errers you
find, but also the less frzud =znd things like that there
is. One rroducss the cther.

Thé tight éontrcls produce the discovery of errors.

Peorle whc don't have any controls think that there are nco
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errcrs at all.

In the House of Zeprec=sntatives, Congressman Conable,

o]

the ranking minority member, amended the W2lfsre
Bill, H.R. 4904, which we have here in this ccrmmittee, to
elimirnazte this ¥ichel amendment which is being trezted by
HHS as social zecurity legislation, even though it is
mentioned in the appropriation bill, ané to substitute three
things.

One iz to take u'percent of the non-binding ccsts; two,
to direct the Secr=atary of HES to produce rermanent
regulaztions tased on a cenuine study of this problem and its
curious complexicn; and three, in the meantime codify and
establish what were the rrevious regulations, just internal
regqulaticens in then EEW, whichk penalize states wﬂich are
above the mean 2verage error rzte, znd are nct noving down
towards that mean.

I 2m sorry to have to go throucgh = lonc matter, but a

his committee

+

greazt many states =2re invoived. I think +*hact

should aliow languige on apcropriations till +c change the
Social Zecurity 3ict. The prorosel that I brinc¢ tc you would

astabliszh this new arrzngemant until Dascember 31, 1581, at

n

0]

which time we wculd have a report from the Secretary of the
Department saying, this is the way thazt it shovlé be done.

Senator Dclic.

3

. “enator Dole.

o)

The Chairma
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Senator Dcle. I 2discussed this briefly with the
Sénator from Xew York. In *he meantime, I have talked with
others. I would just hcre that you micht try to change this
on the Senate fléor becaus= I think thzt there will be
opposition to it.

The Michel amendment appliss to future error rates
beginning Cctober, 198C, sanctions do not occur for a
nd a study of the effects is being

conducted in the meantime. It does call for a rhase decwn of

year-andi-a-half,

m

error rates over three vears to U percent or less. It is
not. . an abrupt cut-oif.

The Department of Pealth and Yuman Services has broad
waiver suthority, =2ven under the ¥ichel amendment, in the

Secs.

o

case of any severe ¢
We have all b=en talking about frazud, waste and atuse,
and that our progresss is slow. T can cite my own cState
which has gone from 4.1 percent error in 1978 ur tc 8
percent in 1872,
I thirk that this is =2 very controversiazl matter.
Since we really have not had time to focus on it, znd we are
down to two membars on this side, mayte you cculd raisa it
on the fenate flcor.

harrcy to

m

Senator HMovnihzan. Mr. Chairman, I will b

ut tefore I leave the subject

)

accept that prcposition.

matter, I would suggest tc the Senator from XKansas tha+t that
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error rate in Kansas may have gone up because you are

running a better prooram.

things.

It 1s tighter. You follow up

You catch things more than you used to do.

That can e the counter-intuitive effect of tightening

up. The quality control increase error rates.

have qguslity control, you have no error rates,

evan Xxnow

The Chairmane.

-

little it

this mement.

So we

Wednesdzv.

Thank

(“hersupon, at 12:3%

Until you

You don't

about thanm.

That is a good point.

I think that we ought to look into it and study it a

. I guite agree that we cannot act on it at

will meet agzin, then, at 10 o'clock on

gentlemen.

p.m., the cecnmittee adiournecd.)
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