
1 EXECUTIVE COMMITTEE MEETING - JOBS AND GROWTH TAX RELIEF

2 RECONCILIATION ACT OF 2003

3 TUESDAY, MAY 13, 2003

4 U.S. Senate,

5 Committee on Finance,

6 Washington, DC.

7 The meeting was convened, pursuant to notice, at

8 7:08 p.m., in room 215, Dirksen Senate Office Building,

9 Hon. Charles E. Grassley (chairman of the committee)

10 presiding.

11 Also present: Senators Hatch, Nickles, Lott, Snowe,

12 Kyl, Thomas, Santorum, Frist, Smith, Bunning, Baucus,

13 Rockefeller, Breaux, Graham, and Lincoln.

14 Also present: Kolan Davis, Republican Staff Director

15 and Chief Counsel; John Angell, Staff Director; Mark

16 Prater, Chief Tax Counsel; Russell Sullivan, Democratic

17 Chief Tax Counsel; and Carla Martin, Chief Clerk.

18 Also present: Pamela Olson, Assistant Secretary for

19 Tax Policy, Department of Treasury; and Mary Schmitt,

20 Acting Chief of Staff, Joint Committee on Taxation.
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1 OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.

2 SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

3

4 The Chairman. I am going to put a statement in the

5 record that deals with the death of Russell Long as.

6 chairman of this committee, because I think that we ought

7 to remember a great public servant and leader that he

8 was, and probably a longer time serving chairman of this

9 committee than any other committee member.

10 I do not know that for a fact, but I know he was here

11 for probably 15 to 18 years as chairman of the committee,

12 and probably 30 years on the committee.

13 [The prepared statement appears in the appendix.]

14 The Chairman. In regard to the reason we are here

15 today, the parliamentarian narrowly construed Finance

16 Committee instructions in the Budget Resolution. In any

17 event, I commend Senator Baucus for allowing us to move

18 forward without further delay. We will do this.

19 In closing, I would like to be clear about the

20 schedule. The Leader has assured me that he wants to

21 finish the bill this week, in addition to spending time

22 yet this week on a Global Aids bill, and legislation

23 dealing with the debt limit. Further delays would only

24 require us to be here over the weekend.

25 With that in mind, do I need to have the staff report
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1 anything to the committee or are we ready for the bill to

2 be voted out as an original bill?

3 Mr. Prater. Mr. Chairman, I think we are ready to

4 go. The staff have been notified of the bill. The bill

5 is identical to the bill that was reported last Thursday,

6 with two exceptions. One, the title is different, as is

7 stated here. Then, two, there was a technical error on

8 the threshold amount for the refundable formula on the

9 child credit.

10 The Chairman. All right.

11 Now, before we vote, I will call on Senator Baucus

12 for his opening comments.

13
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1 OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR FROM

2 MONTANA

3

4 Senator Baucus. Thank you, Mr. Chairman.

5 It was very thoughtful of you to mention the prior

6 chairman of this committee, Senator Russell Long.

7 Several of us attended the funeral for Senator Long

8 today, a delegation led by Senator Breaux from Louisiana,

9 and Senator Bingaman was also there with us, and

10 Senator Dole was there with us.

11 I mention that because of his leadership. We all

12 remember his intelligence, his wit, his humility, and the

13 huge imprint that he has left on the Tax Code, in fact,

14 on Americans, many, many people, as Senator Breaux points

15 out often, particularly poor Americans, because of the

16 Earned Income Tax Credit, older Americans, Medicare.

17 There are millions upon millions of Americans who lead a

18 better life today because of the very hard, conscientious

19 and far-reachfing efforts of Senator Long.

20 I also mention Senator Long, because Senator Long, as

21 much as any other Senator or any other chairmen of this

22 committee, realized the importance of working together on

23 a bipartisan basis.

24 He also worked individually with Senators. Sometimes

25 committee chairman work through staff in contacting other
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1 Senators or in working with other Senators. Russell Long

2 did not work very much through staff. He was direct.

3 You knew when you were getting the Russell Long

4 treatment, with that head lock he put on you when he

5 wanted to talk to you, and his wit. I do not know of a

6 more tremendous man, frankly, as a good example for a

7 chairman.

8 Mr. Chairman, in many respects, you have the same

9 characteristics, particularly your deep inclination to

10 work together with all members of the Senate, and I

11 deeply appreciate that.

12 Regrettably, in this instance, because the

13 parliamentarian ruled that there was an error in filing

14 the bill, we are back here today. I say we are back

15 here, in part, because many members of the Senate believe

16 that the reconciliation process, an expedited process, a

17 special process, a fast-track process, should not be used

18 to increase the debt. Rather, it was originally intended

19 to reduce deb]t. That was the whole point of

20 reconciliation when reconciliation was enacted by the

21 Congress.

22 That is a reason why some Senators felt that we

23 should abide by the rules, and in fact scrupulously abide

24 by the rules. That is, if we are going to use a special

25 fast-track procedure for purposes for which it was not
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1 really intended, then we should certainly abide by the

2 rules that the Senate generally provides with respect to

3 bills.

4 Now, Mr. Chairman, I think that we should just

5 proceed and vote this bill one more time. There is no

6 substantive change. Although it is the right of any

7 Senator at this time to offer amendments, I think that

8 would be inappropriate. The committee has already spoken

9 on this issue.

10 We have already had a chance to offer amendments. I

11 just urge my colleagues to not bring up any amendments--I

12 do not think any will--but rather just to vote this bill

13 out and we can proceed on the floor.

14 The Chairman. Thank you for your cooperation.

15 I would now turn to today's committee business. I

16 would call the Chairman's mark, which is an original bill

17 entitled "The Jobs and Growth Tax Relief Reconciliation

18 Act of 2003." You have the legislative language before

19 you.

20 I would now ask that the committee favorably report

21 this legislation just described, and I would ask for the

22 yeas and nays. Would the Clerk call the roll?

23 The Clerk. Mr. Hatch?

24 Senator Hatch. Aye.

.25 The Clerk. Mr. Nickles?
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1 Senator Nickles. Aye.

2 The Clerk. Mr. Lott?

3 Senator Lott. Aye.

4 The Clerk. Ms. Snowe?

5 Senator Snowe. Aye.

6 The Clerk. Mr. Kyl?

7 Senator Kyl. Aye.

8 The Clerk. Mr. Thomas?

9 Senator Thomas. Aye.

10 The Clerk. Mr. Santorum?

11 Senator Santorum. Aye.

12 The Clerk. Mr. Frist?

13 Senator Frist. Aye.

14 The Clerk. Mr. Smith?

15 Senator Smith. Aye.

16 The Clerk. Mr. Bunning?

17 Senator Bunning. Aye.

18 The Clerk. Mr. Baucus?

19 Senator Baucus. No.

20 The Clerk. Mr. Rockefeller?

21 Senator Rockefeller. No.

22 The Clerk. Mr. Daschle?

23 Senator Baucus. No, by proxy.

24 The Clerk. Mr. Breaux?

25 Senator Breaux. No.
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1 The Clerk. Mr. Conrad?

2 Senator Baucus. No, by proxy.

3 The Clerk. Mr. Graham?

4 Senator Graham. No.

5 The Clerk. Mr. Jeffords?

6 Senator Baucus. No, by proxy.

7 The Clerk. Mr. Bingaman?

8 Senator Baucus. No, by proxy.

9 The Clerk. Mr. Kerry?

10 Senator Baucus. No, by proxy.

11 The Clerk. Mrs. Lincoln?

12 Senator Lincoln. Aye.

13 The Clerk. Mr. Chairman?

14 The Chairman. Aye.

15 The Clerk. Mr. Chairman, the tally is 12 ayes, 9

16 nays.

17 The Chairman. Based upon that vote, the bill is

18 favorably reported. I thank everybody.

19 Senator Lincoln. Mr. Chairman?

20 The Chairman. Senator Lincoln?

21 Senator Lincoln. Yes. May I just ask unanimous

22 consent to have my statement included in the record? It

23 is something I actually intended to do last Thursday.

24 The Chairman. Without objection, your statement,

25 and any other statements people want, will be put in the
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record. The record will remain open for that.

I thank everybody for their cooperation. Meeting

adjourned.

[Whereupon, at 7:15 p.m. the meeting was concluded.]
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SENATOR LINCOLN TALKING POINTS
ON VIRGIN ISLANDS'

EARNED INCOME TAX CREDIT PROPOSAL

1. Mr. Chairman, I would like to bring to the Committee's attention a

technical problem with the operation of the Earned Income Tax Credit (EITC) in the

small U.S. Territories, like the Virgin Islands and Guam, that are subject to tax laws that

automatically "mirror" our federal tax laws. As a result, these small mirror code

jurisdictions end up absorbing the entire cost of the EITC, which they can ill afford. The

burden of this unfunded federal mandate is exacerbated because these small Territories

will also lose much needed revenues as a result of the mirror effect of the acceleration in

the income tax reductions mandated by the Committee's bill.

2. I met with Governor Turnbull several months back who raised this

problem with me then. The Virgin Islands have developed a proposal, based on the

existing provisions of the Internal Revenue Code, which could significantly ease the

fiscal burden of the EITC on the Virgin Islands and the other mirror code jurisdictions.

3. Under the Virgin Islands proposal, a mirror code jurisdiction would be

authorized to enter into an agreement with the Treasury Department to permit the

Territorial Government to require employers to advance 60 percent of the estimated cost

of the EITC to qualified employees as currently permitted under Section 3507 of the

Code. The proposal would also allow the employer to deduct these advance payments

from the FICA taxes the employer currently remits to the U.S. Treasury -- as is also



permitted by Section 3507 -- not from the withholding taxes the employer remits to the

Territorial government. The remaining 40 percent of the EITC payment would continue

to be paid by the Territorial government upon the filing of the eligible employee's mirror

income tax return.

4. Mr. Chairman, you and I discussed this proposal during a colloquy on the

2001 Tax bill which raised the cost of the EITC program for the small U.S. Territories

with mirror tax systems. It was my hope then that these cost-sharing agreements could be

entered into by relying on the existing language of Section 3507 and not require any

amendment to the Code. However, I have been informed that Treasury has determined

that it lacks the requisite authority to do so absent a specific instruction from Congress.

5. Accordingly, I urge that the Committee include a minor amendment to

Section 3507 that would expressly grant Treasury this authority. It is an extremely minor

issue for this Committee in the context of this bill, but it is extremely important to the

small Territories of the United States, who are dependent upon us for their tax laws. [The

Joint Tax Committee in 2001 scored the cost of this proposal at approximately $10

million a year for all of the mirror code jurisdictions.]

6. Thank you for your consideration.

307665.01
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