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1981-82 MISCELLANEOUS TAX BILLS, XI

FRIDAY, OCTOBER 30, 1981

U.S. SENATE,
CoMMITTEE ON FINANCE,
SUuBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT,
Washington, D.C.

The subcommittee met, pursuant to notice at 9:30 a.m. in room
2221, Dirksen Senate Office Building, Hon. Bob Packwood [chair-
man of the subcommittee] presiding.
"~ Present: Senators Packwood, Armstrong, Bentsen, Matsunaga,
and Grassley.
Senator lg'ACKWOOD. Senator Stevens, why don’t you go ahead.
[The committee press release; the bills S. 1035, S. 1595 and S.
f1‘71%5; t]he Joint Committee on Taxation’s explanation of these bills
ollow:

[Press Release No. 81-170, Oct. 19, 1981)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS [HEARING ON
Four MisceLLANEOUS Tax BiLis

Senator Bob Packwood, Chairman of the Subcommittee on Taxation and Debt
Management of the Senate Committee on Finance, announced today that the Sub-
committee will hold a hearing on four miscellaneous tax bills on October 30, 1981.
BTll:ie' hearing will begin at 9:30 a.m. in Room 2221 of the Dirksen Senate Office

uilding.

The following pieces of legislation will be considered.

S. 743.—Introduced by Senator Leahy. Would exempt the General Education
Fund, Inc. of Burlington, Vermont from certain excise taxes imposed on private
foundations.

S. 1035.—Introduced by Senator Mathias. Would permit taxpayers to make contri-
butions to the National Endowment for the Arts or National Endowment for the
Humanities of additional payments and overpayments shown on Federal income tax
returns.

S. 1595.—Introduced by Senator Inouye. Would permit taxpayers to contribute
one dollar to the United States Olympic Committee from additional payments and
overpayments shown on Federal income tax returns.

S. 1745.~Introduced by Senator Armstrong. Would exempt certain private foun-
gaf‘iiqns from the application of the divestiture requirements for excess business

oldings.

Requests to testify.—Witnesses who desire to testify at the hearing must submit a
written request to Robert E. Lighthizer, Chief Counsel, Ccmmittee on Finance,
Room 2227, Dirksen Senate Office Building, Washington, D.C. 20510, to be received
no later than the close of business on Friday, October 23, 1981. Witnesses will be
notified as soon as practicable thereafter whether it has been possible to schedule
them to present oral testimony. If for some reason a witness is unable to appear at
the time scheduled, he may file a written statement for the record in lieu of the

rsonal appearance. In such a case, a witness should notify the Committee of his
inability to appear as soon as possible. -

Consolida testimony.—Senator Packwood urges all witnesses who have
common position or who have the same general interest to consolidate their testimo-
ny and designate a single spokesman to present their common viewpoint orally to
the Subcommittee. This procedure will enable the Subcommittee to receive a wider
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expression of views than it might otherwise obtain. Senator Packwood urges that all
witnesses exert a maximum effort to consolidate and coordinate their stzivinents.

Legislative Reorganization Act.—<Senator Packwood stated that the Legislative
Reorganization Act of 1946, as ameh!ed. requires all witness:s appearing before the
Committees of Congress ‘to file in advance written statemients of their proposed
testimony, and to limit their oral presentations to brief summaries of their argu-
ment.”

Witnesses scheduled to testify should comply with the following rules:

(1) All witnesses must submit written statements of their testimony.

{2) Written statements must be typed on letter-size paper (not legal size) and at
l%aést 100 copies must be delivered not later than noon on Thursday, October 29,
1981.

(3) All witnesses must include with their written statements a summary of the
principal points included in the statement.

(4) Witnesses should not read their written statements to the Subcommittee, but
ought instead to confine their oral presentations to a summary of the points includ-
ed in the statement.

“(5) Not more than five minutes will be allowed for the oral surymary.

Written statements.—Witnesses who are not scheduled to mak.: an oral presenta-
tion, and others who desire to present their views to the Subcomm 'ttee, are urged to
prepare a written statement for submission and inclusion in the printed record of
the hearing. These written statements should be typewritten, not more than 25
double-spaced pages in length, and mailed with five (5) copies to Robert E. Light-
hizer, Chief Counsel, Committee on Finance, Room 2227, Dirksen Senate Office
Building, Washington, D.C. 20510, not later than Friday, November 20, 1981. On the
}f:nrst~_page of your written statement please indicate the date and subject of the

earing.

{Press Release No. 81-170, Revised, Oct. 26, 19%1)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT POSTPONES
CONSIDERATION OF S. 743

Senator Bob Packwood, Chairman of the Subcommittee on Taxation and Debt
Management of the Senate Committee on Finance, announced today that the Sub-
committee will not consider S. 743 at its hearing scheduled for October 30, 1981 as
previously announced.

Testimony on S. 1035, S. 1595, and S. 1745 will still be heard beginning at 9:30
a.m. on October 30, in Room 2221 of the Dirksen Senate Office Building.

[S. 1035, 97th Congress, 1st session)

A BILL To provide an opportunity to individuals to make financial contributions in connection with the
payment of their Federal income tax, for the advancement of the arts and the humanities

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled,

SecrioN 1. PURPOSE

It is the purpose of this Act to augment existing financial support for the Nation’s
arts and humanities activities through private individual and corporate taxpayer
contributions.

SECTION 2. DEFINITIONS

For purposes of this Act—

(1) STaTE ARTS AGENCY.—The term “State arts agency”’ means the agency
designated under paragraph (2) of section 5(g) of the National Foundation on
the Arts and the Humanities Act of 1965.

(2) STATE VOLUTARY cOUNCIL.—The term “‘State voluntary coucil” means the
agency designated under paragraph (2) of section 7(f) of the National Founda-
tion on the Arts and the Humanities Act of 1965.

(3) STATE.—The term “State’’ has the meaning given such term by section 3(g)
of the National Foundation on the Arts and the Humanities Act of 1965.
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SectioN 3. DESIGNATION OF CONTRIBUTION BY TAXPAYER

(a) IN GENERAL.—With respect to each taxpayer's return for the taxable year of
the tax imposed by chapter 1 of the Internal Revenue Code of 1954, such taxpayer
may elect to have—

(1) any portion of any overpayment of such tax for such taxable year, or
(2) any contribution in money which the taxpayer forwards with the return
for such taxable year,
be available, as the taxpayer may designate on such return for—
(A) the Nation Endowment for the Arts; -
(B) the National Endowment for the Humanities; or
{C) both such endowments equally.

{b) NoriricatioN oN RETURN Forms.—The Secretary of the Treasury or his dele-
ate shall provide that the tax return forms for the tax imposed by chapter 1 of the
nternal Revenue Code of 1954 will fully inform each taxpayer of the opportunity

the taxpayer has of making a contribution as described in subsection (a) and the
purposes for which such contributions will be used. Space shall be made available
on the first page of such returns for the designations referred to in subsection (a).

(¢c) TREATMENT A8 OVERPAYMENT.*—FOdeurposeS of the Internal Revenue Code of
1954, any overpayment of tax designated under subsection (a) shall be treated as
being refunded to the taxpayer as of the date prescribed for filing of the return of
such tax (disregarding any extensioin) or, if later, the date the return is filed.

{d) Errective DaTE.—The provisions of this section shall apply with respect to
taxable years beginning after December 31, 1981.

SECTION 4. TRANSFER TO ENDOWMENTS AND TO STATE AGENCIES

(a) TRANSFER TO ENDOWMENTS.—

(1) IN GENERAL.—Overpayments and contributions designated under section
3(a) shall be transferred at least quarterly to the National Endowment for the
Arts and the National Endowment for the Humanities, in the amounts desig-
nated to each.

(2) USE FOR ADMINISTRATIVE EXPENSES.—Amounts tranferred under paragraﬁh
{1) may not be used by either Endowment to meet expenses arising from the
administration of this Act or the National Foundation on the Arts and the
Humanities Act of 1965.

(b) TRANSFER TO STATE AGENCIES.—

(1) IN GENERAL.—Of the amounts transferred under subsection (a)—

(A) the National Endowment for the Arts shall transfer all amounts
received by it to State art agencies, and

(B) the National Endowment for the Humanities shall transfer all
amounts received by it to State voluntary councils.

(2) SPECIAL RULES RELATING TO TRANSFER,—

(A) Each Endowment shall establish criteria for determining the amount
transferred to each State arts agency or State voluntary council, which ever
is appropriate.

(B) Any amount transferred under this subsection shall be treated as
donations received from private persons and not Federal assistance.

SecTioN 5. USE ofF FUNDS BY STATE AGENCIES

(a) IN GENERAL.—Amounts transferred to State arts agencies and State voluntary
councils shall be used to provide grants for eligible projects or productions, or
humanities activities, within the State.

(b) FirrYy PERCENT MATCHING REQUIREMENT.—No grant shall be made under this
section for any project unless the State (from any source) matches 50 percent of the
assistance to be provided under this section for such project.

(¢) Tuirty PErRCENT LiMiT IN CeErRTAIN Cases.—The total amount of any grant
under this section shall not exceed 30 percent of the cost of any project for which an
admission or other charge is made to ,tﬁi general public. -

(d) ADMINISTRATIVE EXPENSES.—Né amount may be used to pay for the adminis-
trative expenses of any State arts agency or State voluntary council, whether or not
arising under this Act.

SecrioN 6. GENERAL PROVISIONS

(a) No GRANTS TO ENDOWMENT FUNDS.—Funds provided under this Act may not
be used for purposes of making grants to an endowment fund of any institution or
otherwise for purposes of being held for investment.
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(b) ADMINISTRATIVE PRrovisions.—If the Chairman of either Endowment after
reasonable notice and opportunity for hearing, determines that any State arts
agen? or any State voluntary council, as the case may be, is not using funds
provided under this Act substantially in accordance with the provisons of this Act,
then such Chairman may take such action as may be necessary (including suspen-
sion or termination of transfers under this section or requiring repayment) to insure
that the requirements of this Act are met.

_(c) No ErrFecT ON APPROPRIATIONS.—Any amount transferred under section 3 of
this Act to the National Endowment for the Arts or the National Endowment for
the Humanities, as the case may be, shall not affect the amount which would
otherwise be appropriated to such Endowment under any other provision of law for
purposes of carrying out section 5(c) or 7(c) of the National Foundation on the Arts
and the Humanities Act of 1965.

- [S. 1595, 97th Congress, 1st session)

A BILL To provide for the designation of income tax payments to the United States Olympic Development
Fund

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress asseinbled, That this Act may be cited as the “United States
Olgmpic Development Fund Checkoff Act of 1981".

gC. 2. (a) With respect to each taxraﬁ':r’s return of the taxable year of the tax .
imposed by chapter 1 of the Interna venue Code of 1954, such taxpayer may
designate that either—

(1) $1 of any overpayment of such tax for such taxable year, or
(2) $1 of any contribution which the taxpayer forwards in money with such
return,
ge ?Vﬁila}‘{le to the United States Olympic Development Fund established by section
of this Act. )

(b) In the case of a joint return of husband and wife, each spouse may designate
that $1 be available to the fund under subsection (a).

(c) Space shall be made available for the designations referred to in subsection (a)
on the first page of the tax return forms for such tax.

(d) Fot;rurposee of the Internal Revenue Code of 1954, any overpayment of tax
designated under subsection (a) shall be treated as being refunded to the taxpayer
as of the date prescribed for filing the return of such tax (disregarding any exten-
sion), or, if later, the date the return is filed.

h(.e)“;l‘his section shall apply to taxable years ending after the date of enactment of
this Act.

Skc. 3. (a) There is hereby established on the books of the Treasury of the United
States a special fund to be known as the ‘“United States Olympic Development
Fund”. There is appropriated to the fund for each fiscal year, out of amounts in the
general fund of the Treasury not otherwise appropriated, an amount equal to the
amount designated during such fiscal year to be available to the fund under section
2 of this Act. The amounts appropriated by this subsection shall be transferred
monthly to the fund by the Secretary of the Treasury.

(b) The Secretary of the Treasury shall pay to the United States Olympic Commit-
tee each fiscal year an amount equal to the amounts transferred to the United
States Olympic Development Fund under subsection (a) during that fiscal year.

(c) The United States Olympic Committee shall use such funds to carry out a
grogram for the expansion and improvement of amateur athletics in the United

tates so that all Americans (including women, minorities, the aged and the handi-
capped) are able to participate in althletic endeavors. Such funds shall remain
available to the United States Olympic Committee without fiscal year limitation.

(d) Within 120 days after the close of each fiscal year, the United States Olympic
Committee shall submit a report to the President’s Council on Physical Fitness and
Sports with respect to the expenditure of funds made available under this section.
Such report shall include, but not be limited to— .

(1) a listing of the major programs with respect to which funds were expended

_ during such fiscal year,

(2) the amount of money, and ﬁercentage of total money available, expended
on each such program during such fiscal year, and

(3) any recommendations the United States Olympic Committee may have
with respect to future expenditures of such funds.

(e) Within 120 days after receigt of the report submitted under subsection (d), the
President’s Council on Physical-Fitness and Sports shall pr?are and submit to the
Congress an evaluation of the effectiveness of the expenditure of funds }p_r)he
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United States Olympic Committee for the fiscal year covered by such report. Such
report shall include recommendations deemed necessary by the Council with respect
to the expenditures of funds by the United States Olympic Committee, including its
recommendations with respect to the continuance, modification or discontinuance of
the providing of funds to the United States Olympic Committee under this section.

{S. 1745, 97th Congress, 1st session]

A BILL To amend the Tax Reform Act of 1969 with respect to the application of the excess business holding
provisions to private foundations

Be it enacted by the Senate and House of representatives of the United States of
America in Congress assembled, That section 101(1X4) of the Tax Reform Act of 1969
is amended by adding at the end thereof the following new subparagraph:

“(D) the divestiture requirements of section 4943 of the Internal Revenue
Code of 1954 shall not opply to any private foundation which meets the
following conditions:

“i) The private foundation owned 100 percent of the voting stock in
an incorporated business enterprise on May 26, 1969.

“ii) The stock described in clause (i) was acquired by the foundation
solely by gift, devise, or bequest before December 31, 1966. :

“(iii) Neither the donor of such stock nor any member of his family
(within the meaning of section 4946(d) of such Code) is a manger of
such foundation (as defined in section 4946(b) of such Code) on or after
December 31, 1956.

“(iv) The business enterprise described in clause (i) on May 26, 1969,
and at all times thereafter is of substantially the same character as the
enterprise which was conducted by such incorporated business on the
date of the last gift, devise, or bequest of such stock by any donor or
member of his family. -

For purposes of this subparagraph, a business holding owned by a private
foundation through a holding company all the voting stock of which is
owned directly by the foundation on the dates designated by this subpara-
graph shall be treated as being owned directly by the foundation for these
purposes. This subparagraph shall apply to the private foundation only if
the foundation does not acquire any stock or other interest in any business
enterprise on or after May 26, 1969, which would otherwise constitute
excess business holdings under section 4943 of such Code.”.
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INTRODUCTION

The bills described in this pamphlet have been scheduled for a pub-
lic hearing on October 30, 1981, by the Senate Finance Subcommittee
on Taxation and Debt Management.

There are three bills scheduled for the hearing: S. 1035 (relating to
income tax checkoff for contributions to the arts), S. 1595 (relating to
income tax check off for the United States Olympic Committee), and
S. 1745 (relating to exemption from divestiture requirements for the
El Pomar Foundation).

The first part of the pamphlet is a summary of the bills. This is fol-
lowed by a more detailed description of the bills, including present
law, issues, explanation of provisions, effective dates, and estimated

revenue effects.
1)



I. SUMMARY
1. S. 1035—Senator Mathias

Income Tax Checkoff for Contributions to the Arts

Under present law. individuals (other than nonresident aliens)
may designate *by checkoff on their income tax return that $1 of
their income tax [liability for the vear is to be paid over to the Pres-
identiul Election Campaign Fund. The bill would provide a checkoff
on,income tax returns under which taxpayers could designate that
any portion of a tax refund for the year or any cash contribution
forwarded by the taxpayer with the return be paid to the National
Endownient for the IHwmanities and the National Endowment for
the Arts for distribution to State art agencies and State voluntary

councils. o~
Unlike the Presidential Election Campaign Fund checkoff. where

the contribution to the Fund is paid from the individual’s income taxes,
the bill's checkoff system would permit a voluntary contribution which
would be in addition to any income taxes paid by the taxpayer.

2. S. 1595—Senators Inouye and Stevens
United States Olympic Development Fund Checkoff Act of 1981

Under present law. individnals {other than nonresident aliens) may
designate by checkoff on their income tax return that §1 of their
income tax hability for the year is to be paid over to the Presidential
Election Campaign Fund. The bill would establish the United States
Olympic Development Fund and provide a checkofl on income tax
returns under which taxpavers couﬂd designate that either $1 of any
tax refund for the year or $1 of cash contribution forwarded by the
taxpayer with the return be paid into the Fund for use by the United
gtates Olympic Committec to promote amateur athletics in the United
States.

Unlike the Presidential Election Campaign Fund checkoff, where
the contribution to the Fund is paid from the individual’s income
taxes, the bill’s checkoff system would permit a voluntary contribution
which would be in additien to any income taxes paid by the taxpayer.

3. S. 1745—Senators Armstrong and Hart

Exemption from Divestiture Requirements of Excess Business
Holdings Provision for the E1 Pomar Foundation

The bill would exempt the El Pomar Foundation of Colorado
Springs, Colorado, from the divestiture requirements of the excess
business holdings provision imposed on private foundations by the
Tax Reform Act of 1969.

(8)



II. DESCRIPTION OF BILLS
1. S. 1035-—~Senator Mathias

Income Tax Checkoff for Contributions to the Arts

Present law oV

Under present law (sec. 6096), individuals (other thanAresident
aliens) may designate by checkoff on their income tax return that $1
of their income tax liability for the year is to be paid over to the
Presidential Election Campaign Fund. Tn the case of a joint return,
each spouse may designate $1 to be paid to the Fund.

Present law provides no means by which a taxpayer, when filing
a return, may inciude a cash contribution in addition to any tax due
and designate on the return that the contribution is to be applied to-
ward a particular government program. Similarly, present law does
not enable a taxpayer to designate on a return that a refund due the
taxpayer is instead to be applied toward a particular government
program,

Contributions made to the Federal Government or to a State or
local government exclusively for public purposes or to certain charita-
ble organizations are allowed as a deduction to the taxpayer under
the rules for charitable contributions and gifts (sec. 170).

Issues
The issue is whether taxpayers should be able to make contributions
for the advancement of the arts or humanities through a checkoff on
the taxpayer's Federal income tax return. A related issue is what
effect will such a checkoff have on the administrative burdens of the
Internal Revenue Service and upon the complexity of tax returns.

Explanation of the bill

Taxpayer contributions

Under the bill, any taxpayer (an individual, corporation, etc.) who

files an income tax return could elect to have any portion of a refund
due the taxpayer paid instead to the National Endowment for the
“Arts. the National Endowment for the Humanities, or both Endow-
ments equally. In addition, a taxpayer could forward with an income
tax return a cash contribution to be paid to either Endowment or to
both Endowments equally.

Under the bill, a refund contributed to an Endowment pursuant
to a taxpayer's designation on a return would be treated as an amount
refunded to the taxpayer on the date prescribed for filing the return
(or the date the return is actually filed, if ]ater).

The bill requires that all income tax return forms fully inform tax-
pavers of the opportunity to make a contribution to the Endowments
and the purposes for which the contribution will be used. Space is

(5)



to be made available on the first page of each form for taxpayers to
designate their contributions.

Unlike the Presidential Election Campaign Fund checkoff, where
the contribution to the Fund is paid from the individual’s income taxes,
the bill's checkoff system would permit a voluntary contribution which
would be in addition to any income taxes paid by the taxpayer.
Amounts contributed to the Endowments would be treated as dona-
tions from private persons and not Federal assistance and would not
reduce the amount of Federal assistance to which the Endowments
are otherwise entitled. -

Transfers to Endowments and State agencies

Under the bill, taxpayer contributions are to be transferrved at least
quarterly to the National Endowment for the Arts and the National
Endowment for the Humanities. The National Endowment for the
Arts is to transfer all contributions received by it to State art agencies,
and the National Endowment for the Humanities is to transfer its
contributions to State voluntary councils. The Endowments are to
establish criteria for determining the amount transferred to each State
agency or council. No taxpayer contributions could be provided for a
project unless the State (from any source) matches at least 50 percent
of the amount to be provided from contributions. Also. the total amount
provided from taxpayer contributions could not exceed 30 percent
of the cost of any project for which an admission or other charge is
made to the public.

Taxpayer contributions could not be used by the Endowments or by
State agencies or councils to pay administrative expenses. In addition,
taxpayer contributions could not be used for grants to an institution’s
endowment fund or otherwise be held for investinent.

Effective date

The provisions of the bill would apply with respect to taxable years
beginning after December 31, 1981,

Revenue effect

It is estimated that this bill would have no direct effect on budget
receipts. However, enactinent of the bill would impose additional ad-
ministrative burdens on the Internal Revenue Service which could in-
crease budget outlays or reduce budget receipts through lower audit
activity, or both.
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2. S. 1595—Senators Inouye and Stevens
United States Olympic Development Fund Checkoff Act of 1981

Present law

Under present law (sec. 6096), individuals (other than nonresident
aliens) may designate by checkoff on their income tax return that $1
of their income tax liability for the year is to be paid over to the
Presidential Election Campaign Fund. In the case of a joint return,
each spouse may designate $1 to be paid to the Fund.

Present law provides no means by which a taxpayer, when filing
a return, may include a cash contribution in addition to any tax due
and designate on the return that the contribution is to be applied
toward a particular government program. Similarly, present law does
not enable a taxpayer to designate on a return that any refund due
the taxpayer is instead to be applied toward a particular government

p .
" Egontributions made to the Federal Government for exclusively pub-
lic purposes or to certain charitable organizations are allowed as a
deduction to the taxpayer under the rules for charitable contributions
and gifts (sec. 170).

Issues

The issue is whether a checkoff system should be established under
which taxpayers could designate on their income tax returns that
either $1 of any refund due the taxpayer or $1 of cash contribution
included with the return is to be made available to the United States
Olympic Committee to promote the expansion and improvement o
amateur athletics in the %nibed States. A related issue 1s what effect
will such a checkoff have on the administrative burdens of the Internal
Revenue Scrvice and upon the complexity of tax returns

Explanation of the bill
Tazpayer contributions
~__The bill would establish the United States Olympic Development
Fund and provide a system for taxpayers to make contributions to
the Fund by making an election on income tax returns. Any taxpayer
(an individual, corporation, etc.) who files an income tax return could
make an election on the first page of the return to (1) have $1 of
any overpayment of tax for the year, which would otherwise be
retunded to the taxpayer, paid instead to the United States Olympic
Development Fund, or (25) have $1 of cash contribution forwarded
by the taxpayer with the income tax return paid to the Fund. In the
case of a joint return, each spouse could designate that $1 be avail-
able to the Fund under the election. -
Unlike the Presidential Election Campaign Fund checkoff, where
the contribution to the Fund is paid from the individual’s income

N
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taxes, the bill’s checkoff system would permit a voluntary contribution
which would be in addition to any income taxes paid by the taxpayer.

Under the bill, a $1 refund contributed to the Fund pursuant to
the taxpayer’s designation on a return would be treated as an amount
refunded to the taxpayer on the date prescribed for filing the return
(or the date the return 1s actually filed, if later).

Transfers to the Fund

The bill would establish the United States Qlympic Development
Fund as a special fund in the Treasury of the United States. Appro-
priations would be made to the Fund equal to the amount designated
during the fiscal year as being available under the checkoff system.
Under the bill, the amounts appropriated would be transferred month-
ly to the Fund and would be paid each fiscal year to the United States
glympic Comniittee by the Secretary of the Treasury. The Olymgic
- Committee would be able to use the funds to carry out a program for

the expansion and improvement of amateur athletics in the United
"~ States to encourage all Americans (including women, minorities, the
aged and the handicapped) to participate in athletic endeavors. The
funds would remain available to the Olympic Committee without
fiscal year limitation, ‘

The United States Olympic Committee would be required to sub-
mit a report each year (within 120 days after the end of the fiseal
year) to the President’s Council on Physical Fitness and Sports with
respect to-the expenditure of funds made available from the Olympic
Development Fund. The President’s Council would then be required
(within 120 days after receipt of the Olympic Committee’s report)
to submit a report each year to Congress evaluating the effectiveness
of the expenditure of these funds. The Council’s report would also
include any recommendations regarding such expenditures or with
respect to the Fund.

Effective date

The provisions of the bill would apply to taxable years ending after
the date of enactment.

Revenue effect

It is estimated that this bill would have no direct effect on-budget
receipts. However, enactment of the bill would impose additional ad-
ministrative burdens on the Internal Revenue Service which could
increase budget outlays or reduce budget receipts through lower audit
_activity, or both.
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3. S. 1745—Senators Armstrong and Hart

Exemption From Divestiture Requirements of Excess Business
Holdings Provision for the El Pomar Foundation

Present law

The Tax Reform Act of 1969 imgosod an excise tax upon the excess
business holdings of a private foundation (sec. 4943). Generally, under
the excess business holdings provisions, the combined ownership of a
business by a private foundation and all disqualified persons cannot
exceed 20 percent of the voting stock of the business (35 percent if
other persons have effective control of the business).

The 1969 Act provided that if a private foundation and disqualified
persons together had holdings on May 26, 1969 in excess of the per-
mitted amounts under the general rules, then those holdings could be
retained if they consisted of not more than 50 percent of the business.
If the combined holdings exceeded 50 percent of the business on that
date, then over a transitional period the combined holdings have to
be reduced to 50 percent (ultimately to 35 percent if the disqualified
persons hold, in the aggregate, no more than 2 percent of the business;
1f they hold more than 2 percent, then the combined holdings may con-
tinue to be as much as 50 percent, of which the foundation itself may
hold no more than 25 percent). .

Issue

The issue is whether the El Pomar Foundation, of Colorado
Springs, Colorado, should be exempt from the divestiture rule of the
excess business holdings requirements of the Tax Reform Act of 1969.

Explanation of the bill

Tho bill would provide that the divestiture requirements of the ex-
cess business holding provisions (sec. 4943) would not apply to a pri-
_vate foundation which meets the following conditions: (1) the foun-
dation owned (directly or through a holding company) 100 percent of
the voting stock in an incorporated business enterprise on May 26,
1969; (2) the stock in the business enterprise was acquired by gift,
devise, or bequest before December 31, 1966; (3) neither the donor nor
any of the members of his family was a foundation manager on or after
December 31, 1956; (1) the enterprise operates the same business on
May 26, 1969, and all times thereafter as it did on the date of the last
gift. devise. or bequest by anv donor of any stock in the business enter-
prise; and (5) the foundation does not acquire on or after May 26,
1969, any business enterprise that would constitute excess business
holdings.

(9)
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It is understood that the intended beneficiary of the bill is the El
Pomar Foundation of Colorado Springs, Colorado. However, any
private foundation that meets the requirements of the bill would
qualify for exemption from the divestiture rules.

Effective date

The provisions of the bill would be effective on the date of enact-
ment.

Revenue effect

It is estimated that this bill would have no effect on budget receipts
during the next five fiscal years, assuming that the divestiture does not -
take \)lace during this period. After divestiture, the budget receipts
would be affected, but 1t is impossible to estimate in what way they
would be affected and when the impact on budget receipts would
occur.

®)

88-135 O—82——2



14

STATEMENT OF HON. TED STEVENS, U.S. SENATOR FROM THE
STATE OF ALASKA

Senator STeveNs. Thank you, Mr. Chairman. I appreciate your
courtesy and ask that my statement be printed in full in the
record.

Senator PAckwoonb. It will be.

[The prepared statement follows:]

PREPARED STATEMENT OF SENATOR TED STEVENS

Thank you, Mr. Chairman. I'm pleased to appear before the committee today to
discuss a matter of great importance to our nation: maintaining and improving the
vitality of Olympic and amateur sports in America. I would especially like to thank
the distinguished chairman for scheduling a hearing on S. 1595. Senator Inouye and
I have worked on this legislation since 1979, and this is the first opportunity we
have had to explore its merits with the Finance Committee. N

The idea we are gresenting before the committee today is a very simple one. We
would like to give the American people the orportunitg to target one dollar of their
tax refund to a United States Olympic Development Fund. Additionally, taxpayers
who are not due a refund could simply donate one dollar to the development fund
by way of their tax return. The fund would then be used by thie Olympic Committee
to carry out a program for the expansion and improvement of amateur athletics in
the United States. The notion that the USOC should have this function is one
embedded in law by the Amateur Sports Act of 1978. In that Act, the USOC is given
by the Congress fourteen separate goals and functions. When they are all combined,
it's clear that Congress meant that the USOC be the national organization primar-
ily responsible for promoting and improving amateur athletics at all levels of
participation and competition.

Unfortunately, Mr. Chairman, with all these new responsibilities it's no wonder
that during the last USOC quadrennial period the 55 million dollars they raised
from the public and private sectors was insufficient to meet their obligations. This
lack of funding necessitated the closing of the Olympic training center at Squaw
Valley, California.

Mr. Chairman, other witnesses here will go over in fine detail the tremendous
effort the USOC has been attempting to put forth, and how it has been hamstrung
by the development vehicles available to it to achieve its mandated goals. I know
my colleagues will be impressed by how much the USOC has done considering what
has been available to them. I'm also sure they will ask, as the Treasury does, why it
is necessary to allow the American people to target overpayment revenue to the
Olympic effort. Mr. Chairman, it is not necessary, but it is extremely desirable.
Senator Inouye and I have studied the matter carefully, and we strongly feel that
this is the single best way to ensure that our Olympic and amateur sports efforts
- are strong, consistent and ongoing. :

The arguments against this proposal really don’t center around its revenue
impact since the funds would come from overpayment revenue. The cost to the
government would be only in administrative costs. Also, there’s no question that
there is a need—President Ford's Commission on Olympic Sports estimated the need
of amateur sports in the United States at $215 million, in 1976 dollars, and a
continuing need of $83 million arnually. Since. that time prices have risen 62
pqxﬁ:pnt, and the USOC’s budget for the 1980-1984 quadrennium is only $71.2
million.

Mr. Chairman, the core objection séems to be one of the ‘floodgate” variety. It's
no secret that the Treasury Department looked with disfavor upon the Presidential
Checkoff Fund. I'm sure they were even surprised to find just how generous and
understanding Americans can be, even to the sometimes questionable lot of Presi-
dential politicians. In 1979 Americans targeted almost $45 million of their tax

yments to this fund. If the politicians can get that much support, Mr. Chairman,
] (r)r;os?re you can see how popular the Olympics would be with Americans on their
orms.

Now I should point out that there is a distinct difference between this checkoff
fund and the Presidential Checkoff Fund. The Presidential Checkoff Fund neither
increases a taxpayer’s tax nor decreases a taxpayer’s refund. The Olympic Checkoff
Fund would decrease a taxpayer’s refund by one dollar. In 1978- the Treasury

)
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returned about $33 billion in refunds to Americans. I believe that many Americans
would enthusiastically contribute one dollar of their refunds to the USOC.

The argument goes, why not allow other popular or worthwhile causes on the
1040 form? That is, once you allow this, the floodgates will open to other charities in
our country deserving of our attention and support. However, there are several
énajor distinctions which set the Olympics apart from these other worthwhile en-

eavors.

First, as I pointed out before, the USOC is charged with carrying out a national
amateur athletics effort. Incidentally, USOC membership includes many organiza-
tions which we.have traditionally thought of as non-sports charities, such as the Boy
Scouts of America and the Catholic Youth Organization. -

Second, many organizations are already supported by government grants and
endowments. Admittedly, many of those grants are being cut back, and so one can
appreciate organizations who would explore new methods of revenue collection. Yet,
it is easy for all of us to forget that our National Olympic Committee is the only one
out of 147 in the world which does not seek nor receive a financial subsidy from its
government.,

Finally, Mr. Chairman, it's imperative that we recognize just how important the
Olympics have become as an extension of our foreign policy. It's unfortunate that
modern Olympics have become politicized, but we must realize that the free world
looks to our nation for leadership in all areas of human endeavor. We know we
have the young peoFle in our country who can demonstrate a superior abilityin
competition that will bring pride and honor to themselves and their country.

These outstanding young people won’t be able to particirate in an Olympics and
amateur athletic sports at other competitive levels as well if we don’t provide the
opportunity for the American ?eople to directly support their work.

hank you, Mr. Chairman, for letting me share my support of the Olympics and
this pro 1 with the committee today.

Mr. Chairman, I would ask that my statement be printed in full for the record.

I will be happy to respond to any questions you might have at this time.

Senator STEVENS. Appearing with me this morning is Mark
Barnes of my staff, who is working with me on the matter. I
appear before the committee this morning for the purpose of dis-
cussing a way to maintain and improve the vitality of the Olympic
and amateur sports organizations in our country. And I thank you
for scheduling a hearing on S. 1595 which Senator Inouye and I
have worked on. )

What we want to do is to give the American people the ops:ortu-
nity to target a dollar of any refund to which they are entitled to
be paid to the U.S. Olympic development fund. We would want to
also give taxpayers who are not entitled to a refund, of course, the
opportunity to add a dollar to their tax return if they wish to do so,
and to channel this money to the Olympic Committee.

Mr. Chairman, I know that there has been some discussion in
the past concerning the use of this technique, because of the oppo-
sition of the Treasury and others. We simply have to find some
way to get additional revenue for the Olympic sports.

I served on President Ford’s Commission on Olympic Sports. We
estimated at that time that $215 million in 1976 dollars was needed
for Olympic sports activities. And, as you know, we have a new
Olympic activity coming up in Los Angeles. We believe that the
concept of the Presidential checkoff could be used and would be
very popular with Americans on tax returns.

I don’t need to point out to this committee the amount of the
refunds that are paid out every year. What we would be doing
would be using the collection technique of the tax system to raise
money for these Olympic and amateur athletics in the country.

I might say there 1s a unique situation here. Someone would say,
“Well, why the Olympics as opposed to something else? Why Olym-
pic sports?”’ Ours is the only national committee in the world, out
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of 147, which does not subsidize its Olympic sports activities. We
have opted to maintain these on a volunteer basis, but I do think
that the Government could use its collection mechanism to assist
in the raising of funds for Olympic sports without being involved
directly in a subsidy of these activities.

If you have any questions, I would be pleased to respond to them.
I see my good friend is here now. Danny Inouye and I have worked
together in Olympic sports in the past as well as.in the whole
realm of sports activity in the country. I see no other way to
provide the assistance these activities need, other than using the
checkoff for this purpose, while leaving the contributions to the
American public on a volunteer basis.

Senator Packwoopn. I may have a question or two, but Dan
wanted to go ahead first. -

STATEMENT OF HON. DANIEL K. INOUYE, U.S. SENATOR FROM
THE STATE OF HAWAII

'Senator INOUYE. Mr. Chairman, I wish to join my distinguished
colleague from Alaska in thanking you for coinducting these hear-

ings.

%’Ir. Chairman, I have a statement here which I hope can be
made part of the record. I would like to summarize this.

[The prepared statement follows:] )

STATEMENT BY SENATOR DANIEL K. INOUYE

Mr. Chairman, I wish to express my appreciation to you and the Subcommittee
for your willingness to hold this hearing on 8. 1595. The bill was first introduced
during the 96th Congress as S. 1630, and while we were unable to arrange a hearin
on it, the proposal generated a great deal of public interest. Senator Stevens and
introduced this legislation again this year because we are still convinced that this is
the best approach to supporting our Olympic effort.

Basically, S. 1595 provides a mechanism fo: a taxpayer to designate that one
dollar of any refund that he or she is entitled to receive be given to the U.S,
Olympic Committee, or to allow the taxpayer to enclose a one dollar contribution as
part of the tax return. It is a simple proposal, though I expect that there will be
some opposition to it.

‘With the funds that I am certain will be forthcoming, the U.S. Olympic Commit-
tee is to, in the words of the bill, “carry out &frogram for the expansion and
improvement of amateur athletics in the Uni States so that all Americans
(including women, minorities, and the aged and the handicapped) are able to partici-
pate in athletic endeavors.” With this K am, there are no limits to what Ameri-
can athletes will be able to achieve in the future.

I realize that some may ask “Why the Olympics? Why not the Red Cross, the
USO, or the United Way Campaign?’’ The list of potential recipients is endless, and
would certainly include the National Endowments for the Arts and Humanities. I
mulled over this question for many hours, and it is only because I believe that there
is an answer to those questions that I introduced S. 1595. I believe that the
metqhanism established by the bill is necessary and in the best interests of the
nation.

When the Olymgics were first organized in the ancient days, I gather that it was
for the purpose of bringing together the outstanding athletes of Greece and her
neighborinf states to competitively test the ph{lsical strength and skills that each
possessed. It was primarily a celebration of the human body and its abilities. It was
not created as an arena for nations to compete against each other. And it was never
intended to serve as an arena to pit the best athletes of one country against those of
another in order to determine the surremacy of the respective nations political
philosophies, lifestyles and international influence.

But today, unfortunately, it is an arena for political propaganda. In our lifetimes
most of us can recall the grandiose spectacle of the 193 rlin Olympics which
Adolph Hitler wanted to use to proclaim the supremacy of the Germanic Eeople. On
the other hand, all of us can recall with special pride our American hockey team'’s
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stunning victory over the Soviet Union at the 1980 Lake Placid Winter Games. But
do we still remember the individual skills, the names and faces of the members of
that team. I rather doubt it. But we do remember the way we felt as Americans
when our team won,

Mr. Chairman, it appears that in this century, no matter what wise men have
told us, nations insist on competing with other nations. And unfortunately, that
competition all too often involves the use of deadly weapons. If compete we must,
then I suggest that we tr{‘ to restrict our direct competition to this most ancient of
competitive gatherings—the Olympics.

And if we are to be truly competitive in international athletics, we must provide
our representatives with the facilities and support that other nations bestow upon
their athletes.

It is no secret that the Soviet athletes are the elite of their society. The prized
Soviet athlete will receive special, spacious housing, high-paying jobs that do not
interfere with their training schedules, and the best e(ulipment and sports medicine
available. And the Soviet Union’s not the only nation that does this.

The American athlete is surely among the few truly amateur and unsubsidized
athletes in the world. This bill does not provide subsidies, and it does not attempt to
change our proud history of outstanding accomplishments by amateur athletes. The
bill does provide a way for the American people to support a program which will,
without a doubt, produce even greater accomplishments.

I am aware, Mr. Chairman, that we Americans are all too often a bit embarrassed
about waving our flag—the stars and stripes. This bill provides us with a way to
wave that flag proudly and positively through our amateur athletics g:ogram which
culminates in the Olympics. And I am certain that the potential benefits to our
national spirit make a compelling argument for the passage of this bill.

Senator INouYE. Mr. Chairman, I realize that some may ask,
“Why the Olympics? Why not the Red Cross or the U.S.0,, or the
United Way Campaign, or, for that matter, the National Endow-
ment for the Arts and Humanities?”

I mulled over this question for many days, and it is only because
I believe that there is an answer to those questions that I join
Senator Stevens in introducing this measure. Because I believe
that the mechanism established by this measure is necessary and
in the best interest of this country. i

When the Olympics were first organized in the ancient days, I
gather that it was for the purpose of bringing together outstanding
athletes of Greece and her neighboring states to competitively test
the physical strength and skills of each athlete. It was primarily a
celebration of the human body and its abilities, and it was not
created as an arena for nations to compete against each other, and
it was never intended to serve as an arena to pit the best athletes
of one country against those of another in order to determine the
supremacy of the respective nations political philosophies, life-
styles, and international influence. 3

But today, unfortunately, it is an arena for political pro;l)aganda.
In our lifetime most of us can recall the grandiose spectacle of the
1936 Berlin Olympics, which Adolph Hitler wanted to use to pro-
claim the supremacy of the Germanic people. On the other hand, I
believe all of us can recall with special pride our American hockey
team’s stunning victory--over the Soviet Union at the 1980 Lake
Placid Winter Games.

But do we still remember the individual skills, the names and
faces of the members of that team? I rather doubt it. But we do
remember the way we felt as Americans when our team won.

Mr. Chairman, it appears that no matter what wise men have
told us, nations insist on competing with other nations, and unfor-
tunately that competition all too often involves the use of deadly
weapons. If compete we must, then I suggest that we try to restrict

N
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our direct competition to this most ancient of competitive gather-
ings—the Olympics. And if we are to be truly competitive in inter-
national athletics, we must provide our representatives with the
facilities and support that other nations bestow upon their athletes.

It is no secret that the Soviet athletes are the elite of their
society. The prized Soviet athlete will receive special, spacious
housing, high-paying jobs that do not interfere with their training
schedules, and the best equipment and sports medicine available.
And, as my distinguished friend from Alaska has pointed out, the
Soviet Union is not the only nation that does this—all others with
the exception of the United States.

The American Olympic athlete is surely among the few truly
amateur and unsubsidized athletes in the world. This bill does not
provide subsidies, and it does not attempt to change our proud
history of outstanding accomplishments by amateur athletes. The
bill does provide a way for the American people to support a
program which will, without a doubt, produce even greater accom-
plishments.

I am aware, Mr. Chairman, that we Americans are all too often
a bit embarrassed about waving our flag. This bill provides us with
a way to wave that. flag proudly and positively through our ama-
teur athletic program which culminates in the Olympics. And I am
certain that the potential benefits to our national spirit make a
compelling argument for the passage of this measure.

hank you very much, sir.

Senator PAckwoob. Let me ask you: To the best of your knowl-
~ edge is there any opposition that is organized, other than the
Treasury Department?

Senator STEVENS. No. I have never heard any. We suggested this
once before. We were going to add it to a bill on the floor, but it
was suggested that we ought to pursue the normal, regular chan-
nel. We agreed to do that. _

But I have never had any opposition. I have spoken throughout
the country on the concept, and so did the members-of President
Ford’s commission. We recommended it at that time.

Senator PAckwoob. I think you are very wise to choose the route
of the Presidential checkoff.

Senator STEVENS. This is not the same as the Presidential check-
off, because that does earmark dollars destined for the Treasury.
This would take a dollar from the refund, or an additional dollar if
there were no refund. Of course, I assume that people could go
further if they wish to in adding to the amount.

Senator INouYE. The bill will not restrict it to a dollar.

Senator STEVENS. That is right.

Senator INOUYE. If you want to put in a thousand dollars, sir, the
committee will accept it, I am certain.

Senator Packwoobp. I have no other questions. Senator Arm-
strong says he has no other questions. I appreciate very much your
statements.

Senator STeEVENsS. Thank you very much, Mr. Chairman.

Senator INouYE. Thank you.

Senator PAckwoob. I think Senator Mathias would care to tes-
tify now on his bill, and then we will hear an opening statement
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from Senator Armstrong. Then we will go back to the panel on the
Olympics.

STATEMENT OF HON. CHARLES McC. MATHIAS, JR,, US.
SENATOR FROM THE STATE OF MARYLAND

Senator MATHIAs. Thank you, Mr. Chairman. I have a prepared
statement which I would propose to submit for the record, if that is
properly admitted.

Senator PAckwoob. It will be in the record in full.

[The prepared statement follows:) :

PREPARED STATEMENT OF SENATOR CHARLES McC. MATHIAS, Jr.

Mr. Chairman, I thank you for the opportunity to appear before the subcommittee
ti%%asy on behalf of the voluntary contributions for the arts and humanitiés bill, S.

The intent of my bill is simple. It would provide a check-off box on individual
Federal income tax forms for voluntary contributions to the National Endowment
for the Arts and the National Endowment for the Humanities. Such contributions
W(}ulddbe in addition to an individual’s tax payment or in lieu of a part or all of a
refund. ’

The National Endowments would transfer those contributions to State arts agen-
cies and state voluntary councils. They, in turn, would make grants to institutions,
organizations, artists in both the performing and fine arts, and community groups
engaged in cultural and educational activities.

I have proposed this concept to my colleagues in three successive Congresses. This
is the first time, however, that it has been the subject of hearings. The austere
economic goals of the present administration make it a particularly propitious
moment to discuss an alternative funding mechanism for the arts and humanities.

The arts and humanities are as fundamental to the health of our society as are
science and technology. Our efforts to confront the challenges of the present and the
future will be immeasurably enhanced by giving value and support to the cultural
and scholarly activities which illuminate the past, nuture the free exchange of ideas
and provide an imaginative vision of life’s dimensions.

Judith Lynne Hanna, anthropologist and author, has stated: ‘‘Both reflecting and
influencing society, the arts are a vital way for people to communicate ideas,
feelings, values and identities in the attempt to cope with their problems. The arts
glorify, scrutinize and frame human concerns.” -

In 1965, when Congress established the National Endowments, the message was
clear. “The Congress hereby finds and declares (1) that the encouragement and
support of national progress and scholarship in the humanities and the arts, while
primarily a matter for private and local initiative, is also an appropriate matter of
concern to the Federal Government. . . . .it is necessary and appropriate for the
Federal Government to help create and sustain not only a climate encouraging
freedom of thought, imagination and int’uiry but also the material conditions facili-
tating the release of this creative talent.”

The Congress has continued, over the 16 years of the National Endowments’
existence, to support this basic premise. In 1980, the National Endowments were
reauthorized for five years, the longest authorization period in their history. In
doing that, the Congress recognized the goals and contributions of the Endowments,
not the least of which has n to generate at least three-to-four dollars from

-outside sources for every federal dollar invested. This is far beyond the one-to-one
match required for most programs, or the three-to-one match of the Challenge
Grant program.

The Presidential Task Force on the Arts and the Humanities, which presented its
report to the President three weeks ago, has reconfirmed this historical commit-
ment of support, stating that: “Our Federal Government bears a responsibility for
encouraging and protecting the arts and the humanities.”

Yet, the National Endowments’ budgets are being reduced, as are the budgets of
most government programs. The figures included in the Reconciliation Bill repre-
sent a cut in funds at about 30 percent. Taking into account the President’s
requested additional 12 percent across-the-board reduction in most non-military

rograms, the decrease now proposed would cut each Endowment by 56 percent,

rom the 1981 level.



20

Hand in hand with these proposed budget reductions, we have dealt the arts and
humanities another blow. According to a study of the impact of the 1981 Tax Act on
charitable giving, directed by Lester A. Salamon, a political economist with the
Urban Institute, this year's tax law actually decreases-the tax incentives for chari-
table contributions. By reducing the tax rate on unearned income from 70 percent
to 50 percent, the cost to the donor of a dollar to charity is now 50 cents, instead of
30 cents. The Task Force acknowledged this by stating:

“The overall impact of the general income tax rate reductions may materially
diminish private contributions. . . . .Past evidence would seem to support the prop-
osition that donors give more on the basis of the marginal cost of giving than on the
basis of additional income available.”

The irony to all of this is that a central tenet of the economic strategy being
pursued by the administration is to reduce the role of government and encourage
the private sector to pick up the slack.

But, not only has the Urban Institute study proven this unlikely, executives from
several large corporations, (with million dollar budgets for philanthropy) have testi-
fied before both houses of Congress that co?orations will not-beable to fill the gap
left by such massive cuts in the National Endowments. “Dollar for dollar, there is
no way for the private sector to make u&for the cuts”, according to John H. Filer,
Chairman of the Aetna Life & Causalty Co.

I believe that my bill offers a solution to this problem, and at no cost to the
Federal Government. Not only will we assure additional annual revenue to the
Endowments in these times of fiscal austerity, but we will be encouraging the
participation of each and every American citizen in increasing the porminence of

the arts and humanities in our lives.
I was pleased to note that the Presidential Task Force recommended that the

Federal Council on the Arts and Humanities give this tax checkoff concept further

consideration.

We would provide the average American citizen a convenient opportunity to
support the arts and humanities. At the same time, we would demonstrate, as a
nation, the pride that we justifiably take in our cultural heritage.

Senator MATHIAS. In the matter that I bring before the commit-
tee, I hope it will be a case of as Oregon goes, so goes the Nation.
Because Oregon has already adopted a tax checkoff for the arts,
and I understand that it will be incorporated as part of the Oregon -
State tax return forms in the coming year.

‘It is a very simple bill. The principle is somewhat similar to that
which Mr. Stevens and Mr. Inouye have just been describing. Its
purpose would be to provide support for the arts. And in this
respect it is exactly in line with the President’s program, because
the President has said that we will have to reduce the public
contributions for the arts and that it is his expectation and his
kope that the private sector will make up what will not come from
the Public Treasury.

I think this is a reasonable expectation. Certainly the private
sector has been magnificent in the past in the support of the arts,
as many institutions in Washington and elsewhere in the countr
give evidence. But we are in a different social and economic cli-
mate than that in which the Carnegie Foundation or Andrew

- Mellon or other people were able to make enormous contributions
to the arts.

Now we have to really put the average citizen in the position
that Mr. Rockefeller or Mr. Mellon or Mr. Carnegie was in the
past. The average citizen has to be able to make a contribution to
the arts, and this is the mnechanism by which that can happen. It is
an idea which, if promoted and if it catches on, will make up for
the arts contribution that has heretofore come from the private

- sector.

So I would hope, Mr. Chairman, that the committee would con-

sider it very carefully and would adopt this method, which is at no
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cost to the Treasury, as a means of making up that support of the
arts which in the President’s program will no longer be provided.

Senator PAckwoob. I have one question similar to what I asked
the other two. As we have no other witness on this bill, do you
know of any opposition other than that from the Treasury?

Senator MATHiIAS. The Treasury’s opposition is simply to the
mechanical burden that it would create for Treasury. There was a
time when everything was written with quill pens, when that
might have been a substantial objection. But I think in this day
and age—Senator Armstrong, as a computer expert, knows—that
Kou can program this in ways that it will not be a substantial

urden. I think it can be managed.

One thing that makes it really urgent, it seems to me, is the
passage of the tax bill this year. Because, by reducing the tax on
unearned income from 70 percent to 50 percent, we change the mix
by which large donors make their contributions. Heretofore the
contribution of a million dollars—assuming you are talking donors
with very large incomes—was only a contribution of $300,000. Now
it is a contribution of $500,000. That may not change large dona---
tions. On the other hand, it may. It may change the pattern of
charitable gifts and gifts to artistic and academic institutions.

This provision provides a little safeguard against some adverse
effect that may flow from the changes in the tax bill.

Senator Packwoop. Bill?

Senator ARMSTRONG. No questions.

Senator Packwoob. I have no other questions.

Thank you very much.

Senator MATHIAS. Thank you, Mr. Chairman. This bill is obvious-
ly widely supported in the artistic community, and we may have
some statements from people in that community, if the record will
be open for it.

Seiuator Packwoop. We will leave the record open for those
people.

Senator MAaTHiAs. Thank you, Mr. Chairman.

Senator Packwoob. Bill, you had a statement.

Senator ARMSTRONG. Thank you, Mr. Chairman. I will just take a
monient.

Later this morning the committee will hear from Mr. Bill Hybl,
a distinguished resident of our State from Colorado Springs and a
long-time personal friend of mine. Mr. Hybl will testify on S. 1745,
which is the bill which Senator Hart and I have introduced, the
effect of which will be to exempt the El Pomar Foundation of
goéprado Springs from the divestiture requirements provided foun-

ations.

Mr. Hybl is an authority on not only the El Pomar Foundation of
which he is an officer, but of this aspect of the income tax law. So,
knowing what he will testify to, I want to in advance encourage
the committee’s careful attention to it and indicate on behalf of not
only Senator Hart and myself but the community of Colorado
Springs and the whole State of Colorado the very great interest
that we have in this legislation. -

The nub of it, Mr. Chairman, is this: The 1969 law which re-
quires the divestiture of the principal asset of El Pomar, which is
the Broadmoor Hotel, would ge greatly to the disadvantage of the
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people of our State, for several reasons. We think that we can
show, and I would like to submit for the record a written statement
going into great detail, but we think there are compelling reasons
why El Pomar should be exempted from the provisions of that 1969
act. Let me just tick off what some of those reasons are.

First, that profits now earned from the Broadmoor operation are
channeled through El Pomar into civic and charitable projects of
enormous consequence and importance to the State of Colorado. A
forced divestiture, which is what will happen under the present
law, would be very much adverse to the interests which benefit
from the civic and charitable projects that have meant so much to
our State.

Second, it appears to me that if the Broadmoor is left in the
position of being on the auction block in a forced sale, it makes it
difficult, perhaps impossible, to obtain a fair price for this unique
groperty. And it truly is, Mr. Chairman. I don’t know if you have

ad an opportunity to see it, but it is a unique property of which
there is really nothing exactly comparable in the world.

Third, the factor which prompted Congress to enact the 1969 law
and to_require the divestiture really do not apply in the Broadmoor
case. Both the Broadmoor Hotel and the foundation are totally free-
from the influence of the grantor or of the heirs.

Fourth, I would note—and I think this is important for the
- record—there is no revenue loss if S. 1745 is enacted into law,
hecause the Broadmoor Hotel is subject to the corporate income
tax, regardless of its ownership by El Pomar. Although the Founda-
tion is exempt from the Federal income tax, the foundation, like all
foundations, is subject to private foundation exise tax on its invest-
ment income.

Finally, Mr. Chairman—and I wish that we could bring 100 or
500 of the most important thought and opinion leaders of Colorado
Springs before this committee to testify on the point I am about to
mention—there is a great feeling throughout the Pikes Peak region
and our whole State that this unique partnership between El
Pomar and the Broadmoor has great meaning and significance that
cannot even be expressed fully in the dollars which El Pomar has
channeled in the good works throughout our State.

It is a unique institution and has been the lynchpin in so many
activities that are of significance for our State and region. I under-
stand, Mr. Chairman, that the Treasury will be disposed to testify
against this legislation, and I can understand their reasons for it. I
would only note in Egssing that I believe, when the right moment
comes, that we will be able to overcome the objections which Treas-
ury will raise, or at least which I understand they raised in their
prepared statement. So I would hope the committee would not be
too favorably impressed by the arguments which the Secretary will
- be obligated to make.

I would just note, in conclusion, and point out to the Secretary
and others, that at_the very time this act was passed in 1969, the
Senate included in its version of the bill a specific exemption for El
Pomar. And it did so at the request of Senator Allott who then
represented our State—and who, of course, is known to the chair-
man of this subcommittee—because of the very factors I have just
inentioned: The unique aspects of the El Pomar-Broadmoor part-



23

nership and its tremendous significance to the people of our State.
So we believe that a truly unique situation arises, and when all the
testimony has been heard the committee should and we trust wili
be disposed to approve this bill.

Mr. Chairman, thanks for the opportunity to get that on the
record. I would like to submit my written statement in full. -

Senator Packwoob. It will be in the record in full.

Senator ARMSTRONG. And I appreciate this opportunity to appear
out of order, because I am now on my way to appear at a function
in the House at 10. -

Senator PAckwoop. Thank you very much for coming.

Senator ARMSTRONG. Thank you.

Senator PaAckwoobp. Senator Grassley, do you have a statement?

Senator GRrRAssLEY. Not right at this moment. I will have in a
minute.

Senator PaAckwoop. We will take, then, the Assistant Secretary.

Your entire statement, Mr. Secretary, of course, will be in the
record. While you are testifying, I am going to excuse myself for an
emergency phone call. I will be back in about a minute.

Mr. CHaproToN. All right, Mr. Chairman.

[The prepared statement follows:]

PREPARED STATEMENT OF HON. JOHN E. CHAPOTON, ASSISTANT SECRETARY (TaAXx
PoLicy), DEPARTMENT OF THE TREASURY

Mr. Chairman and members of the subcommittee, I am pleased to have the.
opportunity to present the views of the Treasury Department on S. 1745, which
would exempt certain private foundations from the application of the divestiture
requirements for excess business holdings and on two bills, S. 1035 and S. 1595,
which would permit taxpayers to make charitable contributions to certain organiza-
tions with their Federal income tax return.

S. 1745 EXEMPTION FROM EXCESS BUSINESS HOLDINGS DIVESTITURE REQUIREMENTS
FOR CERTAIN PRIVATE FOUNDATIONS

Under present law, there are limits on a private foundation's permitted holdings
in a business enterprise (section 4943). In general, the maximum permitted holdings
are 20 percent of the votigg stock of the business enterprise reduced by the percent-
age of voting stock owned by certain related parties referred to as.disqualified
persons. The amount of permitted holdings is 35 percent if effective control of the
enterprise is in persons who are not disqualified persons with respect to the founda-
tion.

In addition, there are transitional rules providing extended periods for the disposi-
tion of excess business holdings held on May 26, 1969 (or acquired pursuant to
certain irrevocable trusts or wills executed on or before such date). Under these
rules, in general, a private foundation which owned 95 percent or more of a business
enterprise’s voting stock on May 26, 1969 has until 1989—a period of twenty years—
to reduce its ownership of voting stock to 50 percent and has until 2004—an
additional fifteen years—to reduce its ownership of voting stock further to 35
percent. These transitional rules are unusual in providng such a lengthy phase-in
- period for the excess business holdings provisions enacted in 1969.

S. 1745 would provide a complete exemption from the excess business holdings
provisions of section 4943 for a private foundation if:

(i) the foundation owned (directly or through a nolding company) 100 percent of
the voting stock in an incorporated business enter;rise on May 26, 1969;

(ii) the stock described in (i) was acquired by the foundation by gift, devise or

uest before December 31, 1966;

(1ii) neither the donor nor any member of his family is a foundation manager with
respect to the foundation on or after December 31, 1956; and

(iv) the business enterprise, on Ma¥1 26, 1969 and at all times thereafter, is of
substantially the same character as the enterprise conducted by the incorporated
business on the date of the last gift, devise or bequest of the enterprise’s stock by

. any donor or member of his family.
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In effect, S. 1745 would permit a foundation meeting the above requirements to
hold its 100 percent interest in the business enterprise indefinitely, notwithstanding
the limitations on business enterprise ownership applicable to all other private
foundations. We understand that S. 1745 is intended to benefit the E! Pomar
foundation, which owns the Broadmoor Hotel in Colorado Springs, Colorado. Howev-
er, it may also apply to other private foundations.

Treasury opposes S. 1745 for several reasons.

First, Congress enacted the excess business holding provisions in part because it
was concerned that if a foundation owned an active business enterprise:

“. .. there is a temptation for the foundation’'s managers to divert their interest to
the maintenance and improvement of the business and away from their charitable
duties.” Sen. Rpt. 91-552, 91st Cong., 1st Sess. (1969), 1969-3 C.B. 423, 449.

In addition, concern was expressed that:

“. .. where the charitable ownership predominates, the business may be run in a
way which unfairly competes with other businesses whose owners must pay taxes on
the income that they derive from the businesses.” Id.

Both of these concerns apply to foundation ownership situations that would be
exempted from the excess business holdings provisions by S. 1745. In particular, we
note that both concerns apply even where the donor or his family do not participate
in the management of the foundation and do not own stock in the business. Since
the rationale for limiting foundation ownership of business enterprises applies to
situations covered by the bill, we do not see why these situations should be exempt-
ed from the excess business holdings provisions.

Second, many other foundations with excess business holdings as of 1969 have
been working to comply with the law by disposing of excess holdings in business
enterprises. It would be unfair to these foundations which have n dutifully
making dispositions to comply with the 1969 law if a special exemption were
enacted for certain foundations which have not done so.

In sum, we believe the result sought to be achieved by the excess business
holdings provisions is sound. Moreover, foundations which had excess business
holdings in 1969 have been given extended periods to reduce their excess holdings in
businesses. For example, the El Pomar Foundation has already had eleven years to
arrange the necessary disposition of part of its ho]dings at a price it considers fair
and it has an additional eight years to do so, hardly a “fire sale’’ situation. Thus, we
do not believe legislative relief is justified.

S. 1035 AND 8. 1585, TAX RETURN DESIGNATIONS FOR CERTAIN CHARITABLE
CONTRIBUTIONS

S. 1035 would permit a taxpayer to designate that any portion of any overpay-
ment of tax for a taxable year or any contribution in money forwarded with a
Federal income tax return for a taxable year be contributed to the National Endow-
ment for the Arts or the National Endowment for the Humanities or to both such
endowments e?ually. S. 1595 would permit a taxpayer to designate $1 of any
overpayment of tax for a taxable year or $1 forwarded with a Federal income tax
return for a taxable year for contribution to the United States Olympic Develop-
ment Fund. S. 1035 would be effective for taxable years beginning after December
31, 1981. S. 1595 would be effective for taxable years ending after the date of
enactment.

Treasury is og‘posed to S. 1035, and S. 1595. We do not believe that Federal tax
returns, or the Federal tax collection sytem, should be used as a vehicle for volun-
tary contributions to any charity or cause, however meritorious. If a voluntary
check-of of the kind proposed by S. 1035 and S. 1595 were incorporated on tax
returns, the flood gates would be opened for other charities and worthwhile causes
to request a similar check-off system.” Thus, an issue to be considered by this
Subcommittee is whether the Internal Revenue Service should serve as a collection
agent for all charities. It would be difficult to argue that certain charities, such as
the National Endowments, should have a check-off, but that other charities, such as
the Boy Scouts, should not.

Moreover, any check-off system would further complicate tax returns and instruc-
tions. At least one and probably two additional lines would have to be added to all
affected forms. This Administration is committed to reducing the paperwork burden
and -complexity and has already made significant Rsrogress in this area. Proposals
such as these that would, in effect, make the IRS a clearinghouse for certain
contributions are inconsistent with these goals.

In addition, the legislation under consideration would, if enacted, place an admin-
istrative burden on the Internal Revenue Service at a time when the Service is
facing budgetary constraints. Were the Service required to reallocate resources to
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implement this proposal, the traditional IRS functions would suffer. If the tax
check-off system were extended to other charities, which we believe to be a real
possibility if S. 1035 and S. 1595 were enacted, the result would be an administra-
tive nightmare for the Service.

Several other problems are presented by a check-off system, dparticularly the
check-off proposeg by S. 1035. First, we believe such a system would be confusing to
taxpadyets. The fact that it operates differently from the current designation for the
presidential campaign fund, which is made out of a taxpayer’s tax liability, will
itself cause confusion. Further, the voluntary contribution would qualify as a de-

ductible contribution for the taxable year it is made. Thus, a designation or check- -

off in one year, (e.g., 1981 return filed in 1982), should be taken as a deduction on
the next year's return (e.g., 1982 return filed in 1983). Because the taxpayer might
be making yet another designation or check-off on that year’s return, there is great
potential for taxpayer confusion and error.

Under current law, the Service may apply any overpayment of tax for the current
gear against any unpaid liability for a prior year. A question not addressed by the

ills under consideration is whether the Service may so apply that portion of an
overpayment designated by the taxpayer as a charitable contribution.

Also, if a taxpayer designates a portion of a refund for contribution and the
refund turns out to be less than the dollar amount so designated by the taxpayer,
because of an adjustment in tax liability due to a mathematical error or substantive
change, the Service would then have to request additional payment from the tax-
payer for the contribution. It might also mean, if the transfer to recipient entities
were already made, that a request for reimbursement to the Treasury might bé
necessary.

Thus, while we sgmpathize with the needs of the charities that would benefit
from S. 1035 and S. 1695, we must oppose these bills primarily because of the
precedent they would establish and also because of the many administrative prob-
lems their enactment would create.

STATEMENT OF HON. JOHN E. CHAPOTON, ASSISTANT
SECRETARY OF THE TREASURY FOR TAX POLICY

Mr. CHAPOTON. I am going-to give a very brief summary of our
position on actually three bills preparing for the subcommittee: the
one that Senator Armstrong referred to, S. 1745, and then S. 1035,
and S. 1595, dealing with checkoffs on the return.

The first bill, S. 1745, as Senator Armstrong mentioned, deals
with the maximum permitted holding by a private foundation:in
private businesses, in this case in stock of a private corporation. In
1969 the Congress adopted, in connection with the other private
foundation provisions of the law, section 4943, which generally
limits the maximum permitted holdings to 20 percent of the voting
stock of a business enterprise, reduced by the percentage of stock
~owned by certain disqualified persons with respect to the private
foundation. -

There are elaborate transitional rules in the private foundation
legislation. Basically, a private foundation which, like the El
Pomar Foundation, held more than a 95-percent voting stock inter-
est in a business enterprise on May 26th of 1969, is given until 1989
to reduce its ownership of voting stock to 50 percent, and another
15 years—to 2004—to reduce its ownership of the voting stock to 35
percent.

S. 1745 would provide a complete exemption from the excess
business holdings if four conditions are met. Those conditions are
tailored to fit the El Pomar Foundation’s ownership of the Broad-
moor Hotel. I guess the most important of those conditions is that
-neither the donor nor any member of his family can be a founda-
tion manager with respect to the foundation at any time on or
after December 31, 1956.

~
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As Senator Armstrong indicates, we do oppose S. 1745. Our oppo-
sition’ is based on our belief that the purpose of the excess business
holdings provision, section 4943 as added by the 1969 act, is valid,
and that the result it seeks to achieve is sound.

The distinction sought to be made by the El Pomar Foundation is
that no grantors of the foundation or persons who made substan-
tial gifts to the foundation are in control of the business or the
foundation now, therefore, it is argued the purposes do not apply.

As I point out in our written statement, there are two reasons
given in the legislative history of section 4943 that would indicate
that the rule should apply even where there are no grantors in-
volved. One of them states that, where there is an active business
enterprise, there is a temptation for the foundation’s managers to
divert their interest to the maintenance and improvement of the
business and away from their charitable duties. The second con-
cern expressed by the committees at that time was that, where the
charitable ownership predominates, the business may be run in a
way which unfairly competes with other businesses. We think
those concerns were sound then and are sound now.

In addition, we would point out that many private foundations
have had to dispose of their substantial -and very important busi-
ness holdings over the years, and that it would be unfair to give an
exemption to the El Pomaf Foundation at this time.

Finally, the purpose of the foundation’s charitable exemption is
not to enable it to engage in its own business but, rather, to enable
it to engage in charitable activities. There is nothing inconsistent
about the foundation’s engaging in charitable activities and its
c}l{ispolsing, over a substantial period of time, of the Broadmoor

otel. .

Turning to the other two bills. The first, 1035, would permit the
designation of tax or money forwarded with a return to be contrib-
uted to the National Endowment for the Arts or the National
Endowment for the Humanities, or both.

And S. 1595 would permit a taxpayer to designate one dollar of
any overpayment of tax or to forward $1 with the Federal income
tax return for the U.S. Olympic Development Fund. The Senator
from Hawaii and the Senator from Alaska, I think, did correctly
state our concerns. They are administrative concerns. We would be
very concerned if the Federal tax system should be used as a
vehicle for voluntary contributions to charities or causes, however
meritorious. And, therefore, we do oppose this mechanism.

We should keep in mind that such a mechanism would compli-
cate income tax returns, it would make the IRS a clearinghouse for
contributions, and certainly it would open the floodgates for other
very meritorious causes to request similar treatment. It would cost
dollars to administer such provisions. It would require the service
_to reallocate resources from other purposes for this purpose.

I would also point out that there is a significant difference here
between the $1 checkoff for the Presidential campaign fund, which
does not affect the refund or the amount due by the taxpayer; it is
simply his designation that a portion of his tax liability go in that
direction. Both of these proposals would affect\the flow of dollars,
either reducing the refund to the taxpayer or permitting the tax-
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payer to send further amounts with his tax return. And that, in
itself, would be a further administrative burden.

We have to recognize that tax returns are very confusing docu-
ments to most taxpayers, and to add another line or two to the
return is going to exacerbate that problem significantly. I would
also point out that the charitable deduction involved in any of
these checkoff mechanisms will cause some confusion. If you are
paying your 1981 tax in 1982 and you make a contribution through
this mechanism, it is a deduction not on your 1981 tax but on your
next year’s tax liability, which necessarily will confuse the taxpay-
er. Some of them will attempt to reduce their tax liability as a
result of the contribution, and, honestly, they would not be permit-
ted to do that. )

Also, if you have a later audit and a reduction of the refund, we
have to address what happens to the checkoff if the dollar has
already been sent to the National Endowment for the Arts or the
Olympic Committee. Does that dollar come back, or does the money
designated come back? Or is the IRS required to simply seek the .
refund directly from the taxpayer, leaving him with having made
contribution that he may not have made had he known he had not
overpaid his tax.

There are a lot of such administrative problems. They are all
administrative. We recognize the meritorious nature of these en-
deavors that are sought to be supported, but our opposition is very
strong.

Thank you, Mr. Chairman.

Senator Packwoob. Your opposition, Mr. Secretary, would con-
tinue whether or not you could take care of your administrative
problems about past tax liability and the other things you mention
in the last paragraph here?

Mr. CHaroTON. Yes. I think it would be possible in drafting to
take care of some of these problems. One additional one that I
didn’t mention is that if the taxpayer has a liability for past years,
any overpayment of tax, automatically under our law; may be used
to offset that liabi'ity. That problem could be addressed by simply
saying the checkotf would be nullified if that situation existed.

Senator PAckwoob. I think we could draw the legislation so that
the Treasury would have a first lien on any moneys that had been
checked off for the Olympics and the Endowments. But that still
wouldn’t change your opposition? )

Mr. CaarotoN. No. The principal problem is the confusion it
causes taxpayers, and the floodgate argument, that is which orga-
nizations should be entitled to be put on the front of the return.

Senator Packwoobp. Don’t you think there is almost a basic dif-
ference in kind between the Olympics and almost every other kind
of charity you might want to name? ,

Mr. CHarPoTON. When the Senators were testifying, that thought
was apparent to me. Yes, there is a difference. I agree.

Senator PACKwoob. Senator Grassley?

Senator GrassLEY. No, I have no questions. -

Senator PAckwoob. Senator Matsunaga?

Senator MATSUNAGA. Thank you, Mr. Chairman.
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If you have already answered the question, I will check the
record. But what is the estimated loss of revenues on each of these
bills?

Mr. CHAPOTON. Senator, there is no loss. Are you talking about
the checkoff provisions?

Senator MATSUNAGA. Yes. :

Mr. CHAPOTON. I got an estimate from the Internal Revenue
Service. It is administrative cost, solely. An estimate from the
Internal Revenue Service on a per-return basis, frankly, was in the
$10-per-return range. That sounds high to me. I just have to check
that further. But there will be some cost. It won't be minimal. It
would require a further look at each return.

Senator MATSUNAGA. You don’t have any past experience where-
on you could base, say, the total revenue loss?

Mr. CHAroTON. Well, the only revenue loss is administrative cost.

Senator MATSUNAGA. Is that all?

Mr. CHAPOTON. Yes.

Senator MATSUNAGA. And did you say $10 per return for the
administrative cost?

Mr. CHAroTON. The administrative cost. Let me say, of course
there is a revenue cost to the extent contributions are enhanced. I
do not think we would be able to make a meaningful estimate on
the enhancement of contributions as a result of these provisions. It
would simply be a matter of how successful efforts were to encour-
age taxpayers to make such contributions. So our main concern is
the administrative cost. :

Senator MAaTsuNaGga. Thank you.

Senator PaAckwoop. Now I am curious. We were talking about
trying to encourage a $1 or $2 or $5 contribution to the Olympics,
and the first thing, it is going to cost the Treasury Department, the
Internal Revenue Service, about $10 per return to make that allo-
cation.

Mr. CHAPOTON. As I said, Mr. Chairman, the estimate I received
yesterday sounds high to me. So we need to look at that.

Senator PAckwoob. Senator Bradley.

Senator BRADLEY. Yes. I wanted to follow up on these questions.

Did you, or could you if you haven’t, explain why it would cost so
much; $5 to $10 per return?

Mr. CHAPOTON. Senator, we have two different aspects. If there is
simply a checkoff as there is now, that costs less than $1 a return
to examine to see whether a return has been so checked. That is,
for the Presidential checkoff you designate $1 going to the Presi-
dential campaign funds. Then any cost after that is simply dealing
with the funds after that point.

Where you have in the law, however, an amount that may be
specified on the return, x dollars going to X charity or X cause,
then you have further administrative costs. Each return that so
designates must be specially handled, and the funds must be dealt
with. The IRS made an estimate on a per return basis. As I
indicated, the IRS’s estimate was $10 a return. I simply think that
is too high, and we will have to submit to the committee in more
detail what our estimate would be on that.
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It will not be inconsequential. There will be significant adminis-
trative cost, because you must deal with the dollars with each
return that designates dollars.

Senator BRADLEY. Does the number of returns make a difference?

Mr. CHaroTtoN. Well it certainly could make a difference. I am
not sure I would know the answer to that. It would make a differ-
ence if significant dollars were designated and then had to be
divided between different charities, but I am not sure the number
of returns would affect it.

Senator BRADLEY. Does Treasury have a position, per se, about
the concept of a checkoff on the tax return?

Mr. CHAPOTON. Yes. We are opposed to the concept of the check-
off because of the complexity it adds to the return and because of
the administrative problem it causes, and because it is using the
Internal Reverue Service for a nonrevenue raising function.

Senator BrA-iEY. Does that include the Presidential checkoff?

Mr. CHAPOTON. We are not now opposing the Presidential check--

off. It is in place, and we have made no attempt to remove it.

Senator BRADLEY. Thank you.

Senator PAckwoobp. Any other questions?

No response.}

enator PAckwoop. Mr. Secretary, thank you very much for
coming.

Mr. CHAaproToN. Thank you, Mr. Chairman.

Senator PAckwoob. Now we will move to the panel, and I appre-
ciate your patience. On behalf of the Olympic Committee; Robert
Kane, Chris Knepp, Donna de Varona, and Edwin Moses. Why
don’t you all come up.

Senator BRADLEY. Mr. Chairman, on behalf of the committee I
would like to, if I may, welcome these who will testify. Of these
two, one was in the Olympics that I was in in 1964, and the other
was my boss in the Olympics of 1964. I am glad they are here.

Senator PACKwooD. Are you a cosponsor of this bill?

Senator BRADLEY. I don’t know. Maybe I will.

Ms. pE VARONA. I am glad you are here, too. Thank you.

Senator Packwoobp. Do you want to testify in the order that you
are on the witness sheet?

Mr. KANE. Senator Packwood and gentlemen, I am Robert Kane.
I just found out that I was Bill’s boss back in 1964. I wish I had
known it. -

Senator PAckwoob. I might say again that all of your statements
will be put in the record in total.

Mr. KANE. Yes, sir.

STATEMENT OF ROBERT KANE, PAST PRESIDENT OF THE U.S.
OLYMPIC COMMITTEE, OF NEW YORK AND FLORIDA

Mr. KANE. Senator Packwood and gentlemen, I would like to
introduce my partners here this morning. As Senator Bradley has
already indicated, Donna de Varona was a member of the 1964
Olympic team in swimming, won two gold medals. She was also a
member of the President’s Commission on Amateur Sports, and she
is now president of the Women’s Foundation for Sports.

Chris Knepp, on my immediate left, is on the Pan American
baseball team, chairman of the Athletes Advisory Committee of the

88-135 O—82——3
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Olympics, and is on our executive board and administrative com-
mittee.

Ed Moses—the word ‘“‘great” is overused in sports, but not in the
case of Ed Moses. He was a 1976 champion, the 400-meter hurdles,
at Montreal. He has won 72 straight races in the 400-meter hur-
dles, and holds the world’s record at 47.1. Even without hurdles,
that’s pretty good. He is certainly one of the great and enduring
athletes that the United States has ever known.

If I take just a couple of minutes beyond my 5 minutes, Mr.
Chairman, it will be because of the benevolence of my partners,
who will cut down a minute or two. I will not just read from the
written testimony but will make a few remarks which are, in
effect, in addition to those. '

As Senator Stevens has already stated here this morning, the
United States is the only nation in the world which receives no
financial help from the Government, nor does it want any. But we
do need your ministering. We need your help to survive in this
competitive world of sport, which is more competitive and more
political than at any time in history.

The Olympics are the most visible peaceful involvement of the
United States with other nations. Our pride and prestige and our
youth are on view for billions of people of differing ethnic and
political persuasion and, as well, of our friends to see and appraise.
It is a wholesome .and healthful involvement. Our American ath-
letes are the very best anywhere, when they are given a proper
chance. The facts prove this. But fewer than half of our sports are
on the high school and college programs, and there is really no
other good way in this country to help amateur sports other than
on the educational programs.

Of the 26 Olympic sports of the winter and summer games, only
12 are on high school and college programs. So unless our young
people have financial resources to pay their way, they are not able
to take part in the other 14 sports. And only recently have our
women been given a proper chance, even on our educational pro-
grams,

So there are about 14 pauper sports in this country, the great
capitalist nation of the world; whereas, in the Soviet Union, East
Germany, and virtually every other large country in the world, all
sports are richly supported, and in each case by their governments.

Not surprisingly, then, we do very well in the sports that are on
our high school and college programs, and really not very well in
the others. In making this point, I would like to refer on a factual
basis to what happened the last time we took part in the summer
games—and, as you all know, that was in 1976, not 1980—and at
the same time to explode the myth that the recent emergence of
the Soviet bloc countries had undermined our part in victories in
the Olympic games.

In 1976, at Montreal, Russia got the most gold medals, 57; East
Germany, 40; and the United States, third, with 34. Now the Rus-
sians won 10 medals in Greco-Roman wrestling. We won none.
Greco-Roman wrestling is not a high school or college sport. The
Russians won five gold medals in weight-lifting, and we don’t have
that on our college programs. They won five gold medals in canoe-
ing; we won none. The East German women won 11 of 13 swim-
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ming events; we won none. The United States won 8 gold medals in
track and field; overwhelmingly in men’s swimming, 12 gold; first
in men’s basketball, but men’s basketball is only 1 gold medal.

The East Germans, of their 40 medals, the women won 25 of
those 40. The Russian women won 12 golds; our U.S. women won 2. _
I think-that demonstrates that what has happened in the world
from 1952 and thereafter is that the Russians figured where we
were vulnerable and made sure that the sports that we were vul-
nerable in, they beefed up.

We are still doing as well as ever in the sports that we support.
And I don’t have to remind you of what happened in the winter
games. In the past 4 years the Olympic has advanced more, done
more things, than in their 50 years previous. The great victory of
our hockey team, the apotheosis of Eric Heiden, the showing of our
skiers, the showing of our other speed skaters, that can happen in
all sports in this country if we give our athletes a chance. I hope
with this bill that's here today that we can provide that chance for
all our athletes.

The 1978 U.S. Olympic Committee was designated for the first
time the coordinating body for amateur sports in this country, and
that was the spur and encouragement that provided some of the
advancements and most all of the advancements that we have
made in the past 4 years. We not only help the Olympic sports, we
help aid other sports also. And for the first time we help, financial-
ly and otherwise, the handicapped sports. We inaugurated our own
Olympics in the form of the National Sports Festival 3 years ago;
we have now a very fine sports medicine program at the National
Training Center, and we have the instrumentalities to do so much
for Olympic sports that we have never done before.

What we hope is that this can be approved. We are not asking
for a tax on the people, just to make it possible for people to
gonttl;ibute where they wish to. This is a.convenient instrumentality

or that.

Mr. Chairman and gentlemen, I respectfully beseech your pa-
tronage and your blessing. There is just one question I would like
to answer before I conclude. That has to do with the administrative
cost 3uestion that came up in the previous discussions. It certainly
would not be our position that any moneys that would come to the
USOC would cost the Government anything. So we would hope
that any extra administrative costs could be taken off the top.

Thank you, sir. .

Senator PAckwoop. Thank you very much, Mr. Kane.

Mr. KNEPP.

STATEMENT OF ROBERT J. KANE, Past PresipENT, U.S. OLYyMpPic COMMITTEE

It is a pleasure for me to appear before the Senate Committee on Finance in
support of S. 1595. The bill would allow individual American citizens to contribute
to the support of the U.S. Olympic effort by designating one dollar of any overypay-
ment of income tax or one dollar of any contribution which accompanies an individ-
ual’s tax return for the United States Olympic Development Fund.

Before discussing the need and apgropriateness or this legislation, I think it
would be suitable to briefly discuss the activities of the U from an historical
perspective and then discuss our plans for the future.

The USOC is an organization of organizations. Taken together, it represents
nearly every amateur sports organization that is involved with sports which are

anducted domestically and internationally. Its member organizations are responsi-
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ble for the develoFment of athletes of all ages and all levels of ability and literally
reach hundreds of thousands of our youth who first participate as children and, in
their pursuit of excellence, reach the elite ability and resYresent our country in
international competition. The USOC is organized into five levels of membershi '
the first leve! is comprised of the 37 national governing bodies (National Rifle
Association, Amateur Basketball Association, Gymnastics Federation, U.S. Figure
Skating Association, U.S. Modern Pentathlon and Biathlon Association, etc.) com-
prising 21l the sports that are represented on the Olympic and Pan American
progra*: 3. Each of these national governing bodies is charged with the coordination
and development of their sports at the novice, intermediate, national and interna-
tional levels. The second level is comprised of multi-sport organizations including:
the Amateur Athletic Union; American Alliance for Health, Physical Education,
Recreation and Dance; Association for Intercollegiate Athletics for Women; Catholic
Youth Organization; Jewish Welfare Board; National Association of Intercollegiate
Athletics; National Collegiate Athletic Assoication; National Counsel of YMCA's;
National Ex&l:orer Division of the Boy Scouts of America; National Federation of
State High School Associations, National Junior College Athletic Assdciation and
U.S. Armed Forces. Multi-sport organizations conduct national programs in man
sports and conduct a wide range of national sports competitions. The third level is
comprised of national governing bodies whose sports are not currently on the
Olympic or Pan American Games programs, but which are widely practiced in this
and other countries (e.g., tae kwon do). The fourth level is national organizations
which conduct sports for the handicapped, such as American Athletic Association of
the Deaf, National Association of Sports for Cerebral Palsy, National Wheelchair
Athletic Association, Special Olympics and the U.S. Association for Blind Athletes.
Finally, our fifth level is comprised of State Olympic organizations with representa-
tives in each and every state. These organizations are comprised of volunteers
whose principal purpose is to conduct local fund raising for the benefit of the
United States Olympic Committee and its many programs. With the enactment of
the Amateur Sports Act-of 1978, the United States Ol trendpic Committee has the
responsibility for coordinating amateur srorts in the United States with particular
emphasis on participation in international competitions.

or the first time in 52 years, the Summer Olympic Games will be held in
America when the City of Angeles will host the Games in 1984. America’s
interest in the Games will be unparalleled and the Games will gr}':wide a stimulus
for increased sports participation at all levels of performance. The United States
Olympic Committee and the athletes of our great country have committed them-
selves and are dedicated to assuring that our representation in these Games will be
the best in history.

I have been associated with the activities of the U.S. Olympic Committee for
nearly thirty years. For most of that time, the USOC functioned only to select, feed,
clothe and transport our Olympic and Pan American Teams and all funds contribut-
ed by the American public and corporations, were used for these puposes. Our
current President, former Treasury retary Bill Simon, our Executive Director,
Don Miller and many of the rest of us associated with USOC affairs for a great
number of 6ears always planned for the day when the USOC would reach far
beyond the Olympic level performer to all levels of sport development. Our objective
has always been to raise funds to reach potential Olympians of all ages.

As a result of the Amateur Sports Act of 1978, today the USOC functions as the
central coordinating body for the sports on the Olympic/Pan American Games
programs. Qur budget has grown from $4.8 million during'ethe 1965-1968 quadrenni-
al period to a projected $71.2 million for 1981-1984—and be assured that this budget
is only for current, ongoing programs with less than 5 percent for capital improve-
ments.

The USOC and its member organizations are, today, reaching many athletes of
varying skill levels but not to the extent desired. Historically, the USOC only
reached the elite performers in sports.

During the past few years, the United States Olympic Committee has restructured
its organization, management and fundraising and has embarked upon a period of
unprecedented growth. The USOC has: -

(1) Established a national training center where athletes of all skill levels
could come and train for short periods of time with the USOC paying all the
operating expenses of the center;

(2) Established the National Sports Festival, a domestic, multisport event
paralleling the Olympic Games, which is held in all years except the Olympic
year;

(3) Increased development grants to the various sports comprising USOC
membership from $2.2 million in 1973-76 to approximately $10 million during
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1977-80, with $15 million budgeted for 1981-84, subject to revision upward if
funds are available (as an example, funds have been allocated for 1981 in the
amount_of $3.64 million—Athletics (men and women)—$414,400; Bobsled—
$85,000; Swimming—$182,000; Rowing(men and women) $246,800);

(4) Established a Job Opportunity Program which placed over 100 athletes in
jobs with national companies that paid athletes fair market value for work but
allowed the athletes time away from work with pay to train in their sports:

(6) Established a Sports Medicine Program whose purpose is to provide medi--

cal information affecting athletic performance to coaches, officials and athletes
and to reach out and coordinate the existing work being conducted in sports
medicine nationwide.

{6) To establish more effective coordination, communications and economies,
the USOC has provided free space and service to the national governing bodies
at our Olympic Complex in Colorado Springs. At the present time, 13 national

™~ governing bodies are located there. And, by the end of this year, we anticipate a
total of 18 of the 37 NGB's will be located at the Complex. This will represent a
savings to these or%;a\nizations of approximately $750,000 per annum which can
ls)e used to strengthen the grass roots development of sports in the United

tates. .

(7) The United States Olﬁmpic Committee has formed a HandicapFed in
Sports Committee to assist the national organizations promoting sports for the
handicapped in_effecting a broader scope in their programs and establishing
closer liaison with the national governing bodies. Further, we have included in

our budget financial support to assist-these organizations in establishing broad-.

er amateur sports programs which will generate maximum participation by the

handicapped. .

(8) In restructuring the United States Olympic Committee, we have provided
for a minimum of 20 percent athlete participation at all policy-making levels of
the Committtee. Further, on all Special and Standing Committees of the USOC,
as well as the policy-making level of the national governing bodies, we have 20

pelrtl:ent athlete responsiveness, to, the requirements of our current amateur

athletes.

As a direct result of these programs, many of our national teams, such as
Women’s Volleyball, Women’s Field Hockey, Men’s Water Polo and Ice Hockey,
went from being unranked in international competition to a worldwide ranking of 2
or 3. In the individual sports, such as gymnastics, modern pentathlon, women'’s
swimming, and wrestling, our. athletes have attained unprecedented success in
international competition.

Senators, let me di%ress for a monent to rive you an example of the activities of
the USOC that took place during July, 1981.

The USOC funded the entire trip of over 300 men and women athletes to the
World University Games to be held in Bucharest. The World University Games are
somewhat similar to the Olympic Games and there are competitions in ten sports
open to student athletes between the ages of 18 and 27. The cost of sending our
representatives to these Games this year was $561,000.

0, we conducted our third National Sports Festival in Syracuse, New York,
where 3,000 athletes from 33 sports competed in this national competition with
representatives-from every corner of our country. The cost of this Festival was $3
million, with the United States Olympic Committee providing one and one-half
million. The National Sports Festiva{wxll also be conducted in 1982 in Indianapolis,
Indiana, and in 1983 it is scheduled for Los Angeles.

Three, we had close to 1,000 athletes of all ages and skill levels at our Colorado
Springs Training Center; incidentally, we were so overbooked that we rented space
from the Colorado School for the Deaf and Blind to house the athletes. Since the
establishment of the Training Center program in 1977, nearly 50,000 athletes repre-
senting a total of nearly 425,000 man days from 35 different sports have utilized our
Training Center. The USOC defrays the cost of the athletes once they reach the
Training Center which, at this time, is $14.33 per athlete Oger day. Simple arithmetic
indicates that the costs for July alone were over $400,000. The demand exists for
many thousands more—the youth of our country should be able to participate in
this'lpgi)gram and could if an adequate number of training centers were made
available.

Many communities have offered to provide training centers, including Lake Placid
in which substantial government funds were invested but the lack of financial
support precludes the establishment of additional training centers to satisfy the
inherent interest and needs of our young athletes.

By the Act of Congress gassed in 1978 amending its federal charter, the USOC is
charged with providing these kinds of opportunities. But we cannot expand or
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accomplish our objectives without increased financial support. During the last quad-
rennial period, 1.2)77—1980, the United States Olympic Committee generated $55
million from the private and public sectors in support of these programs. This
amount was not adequate to maintain our on-going programs and we were forced to
close down our training center in Squaw Valley, California, which had an average
attendance of close to 200 athletes per day.

All of our funds have been raised from corporations, foundations and individuals
except a small portion which was grantec to the USOC by the federal government
as a result of the negative impact on our fund-raising efforts caused by the USOC
not electing to send a team to the 1980 Games in Moscow. However, our financial
needs continue to increase to meet our responsibilities to provide and enhance the
opportunities ‘for the youth of our country. Because the American public does not
yet fully comprehend today’s USOC operations, it did not perceive our need for
additional funds because we were not sending a team to Moscow.

With a budget of $71.2 million for this quadrennium we will not be able to expand
the programs made available to our amateur athletes. Our funds are bein} utilized
with the goal of maximizing the opportunity for all who wish to participate be they
men or women, handicapped or able-bodied, novices or elite performers in their
sports. We have never been able to raise sufficient funds to attain our objectives.

e are able to, and want to, do more.

While $71.2 million or $1.5 million a month is a substantial sum of money, it
barely scratches the surface of the need. The excellent sports programs of our
schools and colleges only partially fulfill the needs for amateur sports development
in this country. While the schools and colleges maintain excellent competitive
programs, they embrace less than 50 percent of the sports on the Pan American and
Olympic Games programs, and the ever-increasing grip of inflation is causing the
colleges and universities to eliminate many sports—except those producing revenue.
Lifetime Olympic sports such as canoeing, cycling, rowing and skating are largely
ignored by our school/college community, but there is a great demand for these
sports throughout our country. These and other sports n reater financial help.
Almost any athlete not in a school or college sport or graduated from school or
college, has a difficult time continuing to participate at a high level of competition
in our society.

Our one and only Olympic Training Center in Colorado Springs does not have
adequate facilities available to train our athletes. The athletes at the Center are
required to be transported to athletic facilities within the community of Colorado
Springs and the Air Force Academy for necessary training opportunities. We are in
dire need of a field house, aquatic center, velodrome and winter sports arena to
effect the proper training of the athletes at the Training Center. The estimated cost
of the construction of these facilities is approximately $47 million.

It is interesting to note that President Ford's Commission on Olympic Sports,
after eighteen months of study and evaluation of amateur sports in the United
States, estimated the one-time financial needs of amateur sports at $215 million in
1976 dollars, and an ongoing need of $83 million annually. These funds were not to
come necessarily from the government, but from all public and private sources. We
are the only National Olympic Committee in the world of 147 National Olympic
Committees which does not seek nor receive a financial subsidy from its
government. '

The Commission’s report, which was the document which formed the basis for the
Amateur Sports Act of 1978, also specifically recommended the legislation under
consideration today.

Now, I am well aware that this committee is concerned that if it approves S. 1595
for Olympic development, how can it resist availing a similar opportunity to other
excellent charities in the U.S.? Let me differentiate Olympic development support
from other charities. :

First, the U.S.’s posture in the Olympic movement is one of the few activities
where National and International prestige is at stake.

Second, those few other charitable activities that involve national and interna-
tional prestige, such as academic research leading to national and international
awards, all receive support from our federal government.

Third, aithough the USOC tries to combat, where appropriate, the use of sport for
political purposes, the fact remains that sport and politics are often inextricably
intertwined. While such actions have historically been done by other countries,
former President Carter made international sport an instrument of American for-
eign policy by asking the USOC not to send its team to Moscow in 1980. We agreed
because it was in the national security interest to do so. This makes our Olympic
effort unique among the other great charities in the U.S. If we are important
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enough to play a role in foreign policy, we are important enough for the American’
people to have every opportunity to support our efforts. .

Fourth, the other side of the coin should not be ignored. The Soviet Union,
supported considerably by its satellites, has used-sport to win funds and influence
people. I am informed that the Soviet Union has bilateral exchange agreements
with 47 nations and expends more than $10 million annuallgein dispatching sports
technicians and other forms of sports sum)ort around the globe. For example, under
the former Prime Minister of Jamaica, Michael Manley, the Cubans built a superb
sports school and athletic training complex just outside of Kingston. We want to
build international cooperation through sport but we need funds to do it—funds to
respond to the many requests we currently receive from many countries for sports

“development assistance.

Fifth, although the USOC dos not desire to have federal monies, other charities in
the U.S. do desire it and receive it. Research on cancer and other diseases is funded
by the government and the National Endowment for the Arts-and Humanities
exists to fund excellent programs in these areas. In addition, the International
Communications Agency has historically funded ballets, orchestras and other simi-
lar cultural activities to travel all over the world. The ICA has done very little in
the sports area because, as a matter of policy, it does not believe that sports are an
important cultural activity. Almost all countries view sports as an important and -
integral [i)art of overall cultural activities and most have a government ministry.
responsible for it. Given these conditions, the USOC must assume the reponsibility
in filling this void.

Sixth, the USOC is not a member of the United Way and therefore does not
receive financial support from this vehicle.

So, 1 think it is fair to say that the USOC is-a unique activity. While the
uniqueness 1 have outlined is largely from the international point of view, the
U has serious domestic needs to fulfill.

We need more facilities for certain sports, particularly non-school sports-in
this country,;

We need more sports programs for disadvantaged youth to hone their gkills in
a variety of sports which will keep our youth active in worthy and wholesome
pursuits;

We need to improve upon the Training Center in Colorado Springs and to
develop additional training centers to allow participants of all ages and skills to
gain topflight coaching and medical assistance;

We need an ever-broadening National Sports Festival that continues to reach
as many Americans as possible;

We need to continue to develop the sports medicine program for the proper
physical and medical care of the athletes. Excellent work is being done in t is
area in the U.S., but there is not an effective system for collecting the informa-
tion available and disseminating it to the athletes through their coaches and
administrators. Periodic testing of athletes for physiological and psychological
strengths and weaknesses is only beginning to become part of the usual train-
ing programs. The USOC'’s sport medicine program has begun to accomplish
these objectives but we need additional funds in order to fully accomplish these
objectives and reach athletes at all levels of development;

e need to create greater public awareness that the United States Olymgic
Committee provides programs for all ages and levels of ability and not only for
the elite athlete;

And, we need to provide opportunities for perhaps the most determined group
of all, the handicapped.

Will the American ple contribute to Olympic development if the Congress
approves S. 1695? Well, in 1978, when U.S. Olympic Hockey Teams were not
arousing the pride and fervor of the American people, the National Broadcasting
Company commissioned a poll of Americans to determine their attitudes toward our
Olympic athletes. The poll-showed that the USOC’s work was more important than
that of the Boy Scouts and the United Way and only slightly less important than
the work of the Muscular Dystrophy Association. More important, three quarters of
tl}:os& %l(llled felt the government, individuals and corporations should contribute to

e .

I have described to you today some of the many 'pro ams conducted by your
USOC. But we need funds to continue to operate and further expand our grograms.
Today, for example, we are operating with a negative cash flow of $1.2 million.
Although this 18 a temporary problem, the enactment of legislation such as S. 1595
will serve to assist us over the sometime unavoidably irregular cash receipt pat-
terns. However, our long range goal is to create a permanent endowment for
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amateur sports to avoid the problem we currently face. S. 1595 would assist us
greatly in the ultimate achievement of this goal.

S. 1595 will allow our government to stimulate the citizens of this great nation to
contribute to the development of amateur sport. And, the passage of S. 1595 will
further enhance the ability of the USOC to broaden the opportunity of all who wish
to participate in one of the most valuable activities of this nation—amateur sports
participation. Amateur sports participation should be a national priority and can
become a national treasure with your help. Thank you.

STATEMENT OF CHRIS KNEPP, CHAIRMAN OF THE ATHLETES .

ADVISORY COUNCIL TO THE U.S. OLYMPIC COMMITTEE, OF
TEXAS \

Mr. KNepp. My name is Chris Knepp. I am chairman of the
Athletes Advisory Council of the U.S. Olympic Commitee. I am also
on the board of directors of the U.S. Olympic Committee, and in
my spare time I practice law with a major firm in Houston, Tex. In
fact, it is the same firm with which Buck Chapoton worked before
he took a job with the administration. So, such is the life of the
?QVOC(:iate. You often end up on the opposite side, although you are
riends.

Just a brief word about the Athletes Advisory Council, first. The
Athletes Advisory Council was founded by the U.S. Olympic Com-
mittee in 1973 to facilitate communication between currently or
recently retired athletes and the governing structure of the U.S.
Olympic Committee. The council is composed of one athlete from
each sport in the Olympic and pan-Amcrican games. These athletes
are elected by their peers in their- respective sports for 4-year
terms. I was a catcher on the U.S. baseball team in 1975, and we
won a gold medal in Montreal.

The role of the Athletes Advisory Council and athletes in the
- administration and policymaking efforts of the USOC is a major
one. We are not viewed as token representatives who should be

seen and not heard, rather we are now considered a vital part of —_

every aspect of the USOC’s activities. And to quote Bob Kane, as
he has so often said, “The Olympics are for the athletes, they are
not for the administrators.”-

Thus, I am here today with Edwin Moses and Donna de Varona
not because the USOC thought it would be more glamorous to have
athletes testify before you but because the athletes and athletic
participation at all levels are what the USOC is all about, and it is
the athletes and the opportunity of all Americans to participate in
athletics which asks Senate bill 1595 is designed to support.

I and the athletes I represent wholeheartedly endorse S. 1595 as
an excellent means to support the Olympic movement in this coun-
try. The USOC simply needs more funds if it is going to carry out
the tenets of the Amateur Sports Act. We need funding to maxi-
mize the opportunity of all who wish to participate, not only the
elite Olympians. And I might add a comment to Bob Kane’s presen-
tation: The Olympics most people see as something that happens
every 4 years. If my memory is right, only 10 percent of the
USOC’s budget for the last quadrennial was devoted to sending a
team to Moscow. The ma{ority of USOC funds are used as develop-
mental funds given to all of the sports that are members of the
U.S. Olympic Committee. They are not necessarily Olympic sports;
some are pan-American sports, and others are developing sports.
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As I said before, we need funding to maximize the opportunity of
all who wish to participate. Olympic-level competition is attained
by a gifted few, but athletic participation can enrich the lives of us
a{l. And, as you may know, polls overwhelmingly demonstrate that
the American public believes that our Government should support
the Olympic movement in this country. However, we in the USOC
are not looking for direct Federal subsidies. But I see no problem
with our Government taking a middle ground, and this middle
ground is what S. 1595 attempts to cover. It develops a mechanism
by which our Government can support the Olympics and athletics
in this country, but without direct Federal money.

Bob Kane and others have also talked about the uniqueness of
the USOC'’s activities and how the USOC differs from other chari-
table organizations. I would like to reemphasize one point which he
made: The U.S. Olympic Committee has been considered and uti-
lized as an instrument of our country’s foreign policy. Whether
right or wrong, President Carter’s decision to ask the USOC to
boycott the Moscow Olympics reflected his appreciation and an
appreciation on the part of our Government that the USOC and
our athletes have an international presence and an international
influence that is unknown to other organizations like ours. Wher-
ever they compete, our Olympic athletes are looked upon by the
rest of the world as emissaries of our country. Moreover, because
people like Donna de, Varona and Edwin Moses are recagnized
throughout the world, they and others like them can do much to
provide sports assistance to developing countries.

I have just touched upon a few of the reasons why I think S. 1595
is an excellent opportunity for our country and for our Olympic
movement. Let me just say that the athletes that I represent and 1
wholeheartedly endorse S. 1595 and urge your favorable considera-
tion of it.

Thank you.

Senator PAckwoob. Thank- you.

[The prepared statement follows:]

STATEMENT OF CHRIS KNEPP, CHAIRMAN OF ATHLETES ADVISORY COUNCIL OF THE
USOC

I endorse S. 1595 wholeheartedly as an excellent means to support the Olmeic
movement in this country. The USOC simply needs more funds if it is going to fully
carry out the tenets of the Amateur Sports Act.

But we don’t need more funds just to fulfill the aims of the federal law. We need
funding to maximize the opportunity of all who wish to participate—for those who
otherwise would not have the chance to participate in sports. Olympic level competi-
tion is attained by a gifted few but participation can enrich the lives of all who play.

As Bob Kane indicated, polls show overwhelmingly that the federal government
should suppert the Olympic movement in this country. On the other hand, we do
not want direct federal subsidies in support of amateur athletics. But there is
nothing wrong in taking “the middle ground”, where the federal government pro-
vides a mechanism for American citizens to contribute. With the approval of the
U.S. government behind a program such as S. 1595, I believe it would be a dramatic
success.

Bob Kane talked about the uniqueness of the USOC’s activities. Let me reempha-
size a point he made. We do not receive any money from our federal government as
many charities do. And unlike all other charities, we are an instrument of foreign
policy, not just because of the boycott issue of 1980, but because our Olympic
athletes are looked upon by the rest of the world as emissaries of this country,
wherever we compete. Moreover, because people like Edwin Moses and Donna
deVarona are recognized throughout the world, these and others like them can do
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much to provide sports assistance to developins countries. To put things in perspec-
tive, the people of Egypt, Nigeria, Jamaica and India have never heard of a Reggie
Jackson or a Joe Theismann because they are in professional sports that are not
played in those countries. But Donna’s and Edwin’s sports—swimming and track
and field—are universal. And an Olympic gold medal is the dream of millions of
participating athletes worldwide._

- I was not an Olympian because I was a baseball player, which is a sport played
only in the Pan American Games. However, I am Chairman of the Athletes Adviso-
ry Council of the USOC. The AAC was founded in 1973 by the USOC to facilitate
communication and policy making between current or recently retired athletes and
the overall governing structure of the USOC. The athletes in each sport on the
Olympic and Pan American Games programs elect one of their number to serve on
the AAC. I am confident that I speak for all athletes when I urge favorable
consideration of S. 1595.

Mr. PaAckwoobp. Ms. de Varona.

I might say that Donna de Varona has been around these Halls
for the last 4 or 5 years. What legislation we have passed, she is
“probably more responsible for it than any other thing.

Ms. pE VaroNA. Thank you, Senator Packwood. It is an honor to
be back here today to testify again. I think Edwin-is next.

Senator PaAckwoop. Whichever way you wish. -

Ms. bE VARONA. I would prefer to go last.™

Senator Packwoob. All right.

Mr. Moses.

STATEMENT OF EDWIN MOSES, OLYMPIC ATHLETE, OF
CALIFORNIA, ACCOMPANIED BY RON ROWAN

My name is Edwin Moses, and I am a representative of the track
and field sector of the Olympic movement, which I believe is prob-
ably the flags above the Olympic sport in” all countries, because
track and field is the largest sport. Nonetheless, I would like to say
that unfortunately sports and politics have been brought into the
same arena, and in the last three Olympic games we saw that they
cannot be separated.

I think the point should be made that (1) when American ath-
letes are traveling overseas and competing in foreign countries, I
think the degrée which they are recognized is very much underesti-
mated. For example, I have traveled and competed in Poland, East
Germany, Hungary and Czechoslovakia, and the people, the citi-
zens, of these countries really expect America to field strong teams,

-and in fact they are disappointed when we don’t. And, with the
emergence of the Eastern bloc countries as the. strongest teams in
Olympic competition, I think that the United States needs to really
show some support. At the moment, I think Mr. Kane stated, out of
147 National Olympic Committees, the United States is the only
committee in the world that has not received definitive govern-
ment aid.

This is not to say that what we want is to be an Olympic team
federally supported by the Government, but that some support is
needed. I think that this bill will give the taxpayers the opportuni-
ty to—really, it is almost as a vote. They have the option right in
front of them. They see that they can donate $1 to the Olympic
movement, and if this olxzportunity is presented to most people, 1
think that they would take the option. Ythink it is very normal for
most people not to really care too much about any operation such
as this, whether it is a bill or just a donation to a private corpora-
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tion. But if you have the choice, if you can vote for A or B, yes or
ré\o, then I believe that the majority of the citizens of the United

tates would tend to support the Olympic movement, because ever
4 years is a long time to wait for the Olympic games, and I thin
that all the energy is building up between 1983 and 1984 for the
Olympic games.

One point that must be made™is that the Eastern bloc countries
have started training for the 1984 games as early as 1979 and 1980,
and in the United States we wait until 1984 to choose most of our
teams. And the selection procedure, at least in my sport, is very
haphazard and very chancey. We just expect the United States to
have a strong track team. I think the last two Olympic games show
that in track and field, which is the main sport in the Olympic
games, the United States has been slipping year by year. In 1976 I
was the only athlete to win an individual gold medal in a running
event, which was very lucky because 6 months before I hadn’t even
run my event. So I am not really considered even normal in this
case.

But to give other athletes a chance to really look at the Olympic
games in perspective, even as far as hoping that there will be
‘Olympic games in 1984, overall I think the American public needs

- to make a decision and needs to see it in black and white in front
—-—of-them as to whether they would like to support this movement or
not.

I have given-my heart to athletics in general. I have given up my
job and more or less become a full-time athlete because I love to do
it and also because I love representing my country when I am
running abroad. People really have respect for all athletes through-
out, especially American athletes. Like I said, when you go to an
Eastern bloc country, the fans are dying to see American athletes.
They want to see American athletes win.

There is one really ironic example I can point out. I was living in
Berlin this summer, and I was living with some people about a half
a mile from the Berlin wall. One day I was jogging, and I was
Jogging right near the wall and stop at a bridge, and I could see
the guard posted on the other side. These guys knew who I was,
and so they got their binoculars, looking at me and waving and
taking photos. These are East German border guards. That just
shows %ou the impact that sports has in the world. I think it takes
all of the politics out of the situation, temporarily, and gives people
really something to hope for. i

Thank you.

SDe;)nator Packwoob. Thank you. That is very effective testimony.

nna. :

STaTEMENT oF EpwiN Moses, 1976 OLympic CHAMPION IN THE 400-Merer Hur-
pLES, WORLD RECORD HOLDER, AND WINNER OF 72 CONSECUTIVE 400-METER
. HURDLE Races ,

During the Olymipic boycott controversy of 1980, many ple predicted that if we
did not send our lg'mplc team to Moscow, the Soviet Union and their satellites
would boycott the 1984 Olympic Games in Los Angeles. Nothing could be further
from the truth.

The Soviet Union and their satellites view the Olympic Games as a total exten-
sion of their political systems and as an opportunity for propaganda. The{ would
like nothing more than to come to our soil in 1984 and beat the U.S. badly. They
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would then say to Third World countries that their-athletic successes are proof of
the superiority of their political and economic systems.

Whether we like it or not, the U.S. must face this issue and face it immediately.
Our choices are three: first, we can quit international sport, saying that we can't
provide the support to produce enough athletes to compete effectively against the
socialist system; second, we can continue to contest these countries in the haphazard
ways of the past; or third, we can respond to the challenge.

I, of course, prefer the third option. I do not want in any way to cogy the socialist
countries systems but I do want to defeat them. How do we do it? We do it b
providing participatory opportunities to everyone who wishes to participate throug
our democratic institutions and free market mechanisms.

I am a fortunate athlete. I am gifted with natural ability and 1 was afforded the
opportunity to participate in a sport that is widely conducted in our school/college
community. On the other hand, the gifted Eric Heiden is an accident of geograflh .
He grew up near the only internationally recognized speed skating rink in the g
before 1978. Just how many more Eric Heidens could we produce if we had a few
more rinks and thousands more participating in the sport? There are many other
sports such as canoeing, weightlifting and judo that have a public following but
which have insufficient funds to develop. The non-school/college sports clearly have
an even more difficult financial problem than the school/college sports.

Senators, when I go to compete in my event, I am viewed as an emissary of the
United States. I hope and I think I have represented my country well. Yet, I am
recognized more for my achievements abroad than I am here. In the U.S,, the
constant media commentary is always about how much a professional athlete is
bein‘g( paid. While I do not need media recognition to continue my participation, I do
thlimrll tel; is long overdue that the U.S. recognire and support our nation’s amateur
athletes. - ) .

We seem to wake up to the needs of our Olympic athletes only once every four
years. During the rest of the time we athletes labor in obscurity. I think we deserve
something better, especially when we are emissaries of this country.

We don’t need funds at this time to support the Edwin Moses' of the world.
Rather, we need funds for the potential Edwin Moses’ of the world, not just in track
and field, but in speed skating, canoeing, judo, weightlifting and other sports.

My government has to do something as a representation of national policy in
support of our athletes. S. 1595 is one way, an excellent way, to do it. The Olympics
have an enormous impact on everyone in the world and we must respond to the
challenge that confronts us. We must conduct our sports development programs in a
way that is consistent with our national psyche and ﬂhiloso hy. The passage of S.
1595 will represent a long step forward to fulfilling the goal of achieving Olympic

sports development for all. P

STATEMENT OF DONNA DE VARONA, OLYMPIC ATHLETE OF
NEW YORK

Ms. bE VARONA. Senator Packwood, Senator Bradley, Senator
Grassley, and Senator Matsunaga. It is a privilege to be here today.
I have been in the Halls of Washington; I have been committed
since 1960 when I represented this country in Rome, Italy, and
then again when I represented the Olympics in 1964 with Senator
Bradley. I am going to ask to have my testimony given for the
record, and Edwin Moses has led the way for me to just talk to you,
because I think it is very important that we speak from the heart
and from experience.

Mr. Kane has given you the background and why he feels the
Olympic movement is important. He was a great motivator and has
always been a leader in this movement, and one that has listened
to the athletes. ‘

Edwin Moses just told a story about Berlin and how the guards
reached over, looked for him, and waved to him because they
recognized him as a symbol. We are and have been a citadel of
commitment, strength, and freedom for the world. I don’t know
how you can measure-the hassle it is going to take and how much
it is going to take philosophically to make a commitment economi-
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cally to our Olympic movement through mechanisms which help
this country participate as free citizens in a movement that repre-
sents them every 4 years, but I think the hassle and the commit-
ment is worth it, especially in view of the fact when you try to
measure what our Olympic hockey victory meant to all Americans
in 1980—a very \difficult time, a trying time for all of us, a time
when our athletes were competing against the Soviet Union in an
arena that placed them face to face with values that they all
understood: The ability to find their own potentials, to meet each
other on common ground, and to play a game fairly.

After the game the athletes shook hands, and for ever and ever
those athletes will have respect for one another. And they will
meet each other in different arenas, arenas that transcend politics
at times. People say how is that possible? I suppose Jesse Owens
has told that story in 1936. Many times it touched me. In Berlin, in
1936, when he was going for his last medal, a Berliner reached
down and said to him, “Jesse, you are failing in the lon? jump. 1
know I am better than you, but I know you can beat me if you just
learn this technique.” This was Hitler’'s Olympics. And we know
the politics that surrounded those games. And because of that tip,
Jesse went on to win that gold medal, and afterward that German
shook Jesse Owen’s hand.

Jesse Owens went back to West Berlin shortly before his death,
and they filled the stadium to salute him and welcome him as a
man that represented a spirit in the soul that we would all like to
believe in. '

I think this is what we are talking about. We can sit here and
haggle about tax write-offs, about checkoffs, and what it means to
the Government as far as administration costs. My feeling is
maybe we should get the IRS to let everybody come in and free-bid
on how we can administer our tax problems a little bit better so it
doesn’t cost $10 to spend, of our own money, when we look at these
things. I think we can find a will and a way.

We also have an opportunity in 1984, again, to play host tc the
world in the Olympics. In 1980, in Lake Placid, perhaps we didn't
do the kind of job that we should. And the world looked at us.

I come from the perspective of the media. I come from the
perspective of an athlete. I come from the perspective of knowing
people like Jesse Owens and Bill Bradley. I come from the perspec-
tive of knowing that from the fields and the grassroots, because of
role models and leadership and the fact that we can look toward
something that touches us in a way that maybe we can’t explain,
like a hockey victory, or an Eric Heiden, or a Sheila Young, or-a
Jesse Owens, that we find leaders like Bill Bradley, like Jack
Kemp, like the late Congressman Metcalf, that give us a different
view, maybe, of ourselves and the immediate hassles of the way
lawyers interpret bills and legislation. .

The one thing that I do want to impress upon you, and the one
thing that I did feel, was in 1980 we asked, as this country that
does not underwrite our athletic program, we asked our athletes to
make a sacrifice none of us have been ever asked to make. We
asked them to iive up on something that they believed in, some-
thing they worked for, not for political gain to represent their
country or their State, in the Senate, or in the Congress; we asked
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them to give up something that businessmen would be able to
recuperate when we decided to boycott the games. We asked them
to give up their soul, their heart and their mind and sacrifice when
we tried to use the Olympic games as a peaceful tool in the face of
aggression. We said ‘“Athletes, represent us as goodwill ambassa-
dors. Don’t go to the Soviet Union. Represent us in~this cause
because we can’t do it ourselves.” And they voted, because they
have a congress, because fortunately this Senate and Congress
f»assed a bill called the Amateur Sports Act, where we have ath-
etes that can present a voice. They represented you and did not go.

In 1984 they are going to represent you again, in America in
1984 at the Ofympic games. The world will be looking at how we
perform, and in a way they are going to represent the kind of
commitment they feel, in a way, that this country owes to those
athletes for that sacrifice. .

Millions of viewers will be able to see these Olympic games. As
you know, many of you watched the royal wedding from Great
Britain. That was a tool that that government- was using to popu-
larize that government, that community. That is a tool that is
available to the world. And I know that in 1984 I want to hear a
lot of American anthems, I want to see young people be able to
look at a W:ma Rudolph, or an Evelyn Ashrude, or an Edwin
Moses representing us, and that these people are proud because
they know that their Government tried to their best ability to
support them, to support you, and all of us.

Thank you.

Senator PAckwoob. Let me ask you one question. The only quasi-
analagous thing we have right now is the Presidential checkoff. I
saf\; only “quasi-analagous’ because there it is money that would
otherwise go to the Treasury, and it is money that the Government
then pays out for political campaigns with a fair degree of strings
for all of the uses of the money; whereas, this is a fair distance
from that.

In political giving you have the Federal Tax Credit, and in
essence it says if you give $100 you can take $50 off of your tax. It
is a tax credit. Oregon has an identical law. It means in Oregon
you can give $100 to a political race and take $100 off your tax. It
is an absolute bonanza and a cornucopia for raising money for
politics in small amounts for great numbers of people. And it gives
your campaigns a great, broad-based extent of participation.

If the Olympic Committee had a similar tax-status of contribu-
tors, would that be preferable to the checkoff? The reason I ask
that is I don’t sense any feeling of participation in those ple in

litics who make the checkoff in the Presidential race. They don’t

now they have done it, or if they do they don’t have any sense of
participation like they do when they are just asked to give the
money.

If you had the advantage to be able to say to somebody, “Give us
$50 dollars, and you can take $50 off your tax,” would that be an
adequate incentive to raise the money you need?

Mr. KaANE. That is a question that is very difficult to answer,
because we are not dealing with that particular issue. I think the
attractiveness of the tax refund bill we are talking about here is
that everybody has the opportunity. And we are only talking about
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$1 a person. It is very difficult to come down to the commonality in
this country that maybe only can afford $1 or $2 a couple, because
it would cost more to bid for them than what you could get back.

Senator Packwoob. Does your bill limit it to $1, or $2 on a joint
return?

Mr. KANE. Yes it does, sir. But it appeals to the whole populace.
And I think our returns—because I don't think there is any doubt
right now that the Olympic movement in this country is at the
zenith of its acceptability. In fact, NBC took a poll here a year or
so ago about feelings toward the Olympics. Eighty percent of the
people responded that they were favorable to the Olympic move-
ment and wanted to help. That is a most unusual kind of response.

I am probably not responding to your question, but I can’t really
deal with an issue that I know very little about, which is the other
alternative. Maybe one of my partners can respond.

Senator Packwoob. I was just trying to think of a way—again, 1
am convinced that the person who makes that checkoff doesn’t
have a sense of participation—for a way to get 40 million people in
this country to give $2 or $3 to the Olympic Committee, since this
would give you a fertile field of support in every community in the
country, beyond what you have now, as for instance writing a
check -for, say, $20 or $10 as opposed to the checkoff. But the
checkoff wouldn’t take any great network to encourage people to
do it. You can use television advertising about the time that the
taxes are prepared, and I think people would probably do it. The
Olympic Committee has a good reputation. It is an interesting
question.

Mr. KNEpPP. Mr. Chairman, may I make a comment?

Senator PAckwoob. Sure.

Mr. Knepp. I think we can’t ignore, as you have noted, the
convenience factor. We presently have a system where people can
send us a check, make a donation, which is tax deductible. But as I
said, the convenience factor I think is important. I speak to various
groups in Houston and around the country, and I am always asked
afterward, “Well, what can we do to help the Olympics? We liked
what you had to say. We are interested.”

My response one, is you can make contributions which are tax
deductible, and we have an Olympic Job Opportunities program
where employers can employ Olympic caliber athletes and allow
them time off to train. So there are some options available now,
but it all requires an effort. We are very thankful that there are a
good number of people who want to make that effort. But, as we
know, we all value our democracy, we all have the right to vote,
but it takes an effort to get down to the polling station. The
statistics are, if my memory is right, less than half of our popula-
tion makes that effort to go down and pull the lever. So I think we
can’t ignore the convenience factor and what that would mean to
us to have it, as Edwin said, in black and white in front of someone
when they are paying their taxes.

Senator PAckwoob. Senator Grassley.

Senator GrRAssLEY. Mr. Kane, at the end of your testimony you
said that you would be willing to have the administrative costs for
this come off the top. Right?

Mr. KANE. A fair administrative cost.
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Senator GrassLEY. I was just wondering if you had thought that
through, and whether there would be any money left. ,

Mr. KANE. No. I had certainly not ever expected there would be
a $10 cost for a $1 contribution. [Laughter.] ~-

But I think maybe that is a little inflated. I can’t see where the
costs are going to be that onerous.

Senator GrRAssLEY. But that is something that you are seriously
sugfesting to our consideration of this legislation?

r. KANE. Yes, sir. We don’t want to have this cost the Govern-

ment anything, and we don’t think it should.

Senator GRASSLEY. I do want to submit-my testimony.

Senator PAckwoob. Right.

[The prepared statement follows:]

PREPARED STATEMENT OF SENATOR GRASSLEY

Mr. Chairman, I am concerned about some aspects of S. 1035 and S. 1595. S. 1035

i)ermits an individual to designate a portion of his tax refund or send a check to the

RS if a taxpayer is not overwithheld as a charitable contribution to the National
Endowment for the Arts or the National Endowment for the Humanities. S. 1595
allows an individual to use the same mechanism for a $1.00 donation to the Olympic
Development Fund. No one can deny the good intentions of the sponsors or the
merits of the organizations who would benefit from this bill; however, their practi-
cal effect is troublesome to me.

There are three areas of particular concern to me. One is the precedential effect
of choosinf one charity over any other charity. These are difficult distinctions to
draw and I think all of us in Congress may regret having embarked_upon this path.
- Two is the confusion these provisions will cause the taxpayer in attempting to file a
short form, which was further complicated by our recent enactment of the Economic
Recovery Tax Act of 198]1. Three is the.administrative difficulties this approach
(iimpc)fes upon the Internal Revenue Service. I shall outline my concerns in greater

etail. -

I believe these bills may set a bad precedent. Can we, as legislators, honestly say
that the Olympic Development Fund should be able to use the tax collection system
for soliciting contributions while the American Cancer Society cannot? Is it possible
for us to draw the line between the National Endowment for the Arts and the Boy
Scouts as to which is the more worthy recipient of this federal benefit? As an
elected representative of the people of Iowa, I feel very uncomfortable deciding
which charitable entergﬁses should be entitled to use the tax system to collect
contributions and which should not. If we included a different checkoff for ‘each
worthy charitable enterprise, assuming we could come to some agreement on a
definition of “worthy,” the 1040A could no longer be accurately referred to as the
short form. In my view, the enactment of this legislation would establish an unde-
sirable precedent by forcing Congress to determine the relative merit of individual
charitable enterprises. -

Second, these two bills will result in a great deal of. taxpayer confusion. These
g;ovisions are unlike the presidential checkoff. If a taxpayer checks the presidential

%, that $1.00 contribution diminishes a taxpayer’s tax llabilité' by $1.00, that is, he

{)3 s $1.00 less tax. Under these two bills, the checkoff is added to the taxpayer's
iability and diminishes his or her refund check. I think mang' taxpayers would
assume that a checkoff has the same effect as the Presidential checkoff with which
they are familar. To call both Yrovisions checkoffs is misleading and confusing. If
these provisions were enacted, I'm afraid we’'d have lots of disappointed taxpayers
when their refund checks rather than their tax liability were reduced by their
generosity.

A specific problem of complexity arises out of the interaction of the proposed bills
with the recently passed Economic Recovery Tax Act of 1981. The new law allows a
short form filer to take a charitable contribution deduction as well as the standard
deduction which assumes some charitable givin?. If these provisions were enacted, a
short form filer would deduct his contributions for one year and then route addition-
al dollars to the Olympic fund of National Endowment fund of his choice for the
next taxable year. The possibilities of taxpayer error increase dramatically when
you have a taxpayer claiming contributions for one year on a 1040A and then
checking off certain contributions for the following year on the same 1040A. The
next year this taxpayer will have to compute his checkoff contributions plus any
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other charitable contributions he makes on his 1040A, and then determine what his
checkoff contribution will be for the succeeding year. In short, I feel the potential
for taxpayer error and confusion are great. -

Finaﬁy, this legislation puts a tremendous burden on the IRS. The Service is
facing a 12 percent cut in its budget. Now is not the time to give it the additional
responsibilities of checking and recomputing vast numbers of returns because of
these changes. Furthermore, remitting money to the various charities, endorsing
over checks and accounting for all of the additional cash will force the Service to
hire or transfer personnel to accomplish these tasks. I do not feel that federal
dollars should be used for this purpose at the expense of other revenue collection
efforts of the IRS.

In conclusion, I think these bills create some very undesirable side effects outside
the contemplation of their sponsors. Charitable giving is an important part of
American society, but I think this would be an unfair and confusing way to encour-
age that traditional national behavior.

Senator PAckwoob. Senator Matsunaga.

Senator MATSUNAGA. Thank you, Mr. Chairman.

I wish to commend all of you for the wonderful testimony you all
presented. At one time, some of you may recall, I tried the checkoff
system in parallel to the Presidential checkoff, but couldn’t get to
first base. Maybe it was because I wasn’t too good a ballplayer.

Just how much do you anticipate receiving by this bill which is
now before us? Mr. Kane, have you made any calculation?

Mr. KANE. Well, it is our understanding that there were 64
million people who had tax returns this past year. And based on
the NBC poll, where 80 percent of our people in the United States
responded to that poll wanted to help the Olympics, we would hope
that upwards of that number—it is really a very small amount, $1
a person, and when you are getting a tax refund I don’t think
many people would consider that a hurtful contribution.

So we would hope to get more than half of the 80 percent who
get tax refunds to continue to do this over a period of years.

Senator MATSUNAGA. That will be about $20 million?

Mr. KANE. Well, there were 64 million who had tax refunds. We
would be hopeful that half of them would be responsive to a $1
contribution.

Senator MATSUNAGA. Thirty-two million, That’s not bad. But I
would not agree to any suggestion of taking it off the top, because
at a dollar-per-return, heavens, you would be owing the IRS.

Well, thank you. -

Mr. KANE. That is most reassuring, Senator. [Laughter}]

Senator PAcCKwoob. Senator Bradley.

Senator BRADLEY. Thank you, Mr. Chairman. N

How many people made contributions to the U.S. Olympic Fund
‘in the last year? Do we know that?

Mr. KANE. Can you answer that, Ron?

Mr. RowaN. We can get it and supply it for the record.

Senator BrRADLEY. I think that that figure might give us some
" ball park number for how many might take advantage of the
credit. I mean, a deduction is not a credit, but at the same time it
requires relatively the same procedure. Instead of getting half you
would get the whole amount, if it were a credit as opposed to the
deduction and you were in the 50-percent bracket.

Mr. KaANE. I would like to respond to that by referring to what
Senator Packwood said previously, that you want the American
public to participate. There is such a greater chance of participa-

88-135 0—82——4
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tion by the people who can't afford to give large amounts by having
a device that will permit them to give $1 or $2. Our appeal to the
American public is really aimed at the larger givers, because not
many people send us $1 or $2. If they contribute, they contribute in
greater numbers than that. We would open it up to many more of
our populace who favor the Olympics by this device than the ones
we have now. }

Senator BRADLEY. You would want this checkoff on all tax re-
tprns], ?both those that are complicated and those that are very
simple? .

Mr. KANE. It is my understanding it would be on the tax return
to checkoff if you do receive a refund. So it would be on all tax
returns. 4

Senator BRADLEY. I think my own personal feeling is somewhat
biased because I have some more or less, firsthand experience in
this area, but I think there is a general desire to assist in some
way to make sure that the Olympic movement is at least financed.
I think that your scores are all indicative of the problem that you
face when you run against people from other countries that have
very sizable government support.

I think your testimony has been very helpful, and I hope we can
find some way to make this work before—let’s see, when will the
TV ads start before the 1984 Olympics? Sometime before?
hMls). Di: VARONA. ABC has already started with their Marathon in
the Park.

Senator BRADLEY. Sometime before the public has a chance to
focus on this event. I appreciate your testimony.

Senator Packwoob. Does the Olympic Committee attempt to
raise money by direct mail?

Mr. KANE. Yes, sir.

Senator PaAckwoob. Is it successful?

Mr. KaNE. Yes, it is successful. But there, again, it is to the
larger.giver, Senator.

Senator Packwoob. You don’t direct a broad-based mail appeal
to millions of smaller donors?

Mr. KaNE. No, sir. It isn’t feasible or practical to do it that way.

Senator BRADLEY. Well, Senator Packwood is speaking with some
experience here, since he has directed a broad-based mail appeal
for the Senate Republican Campaign Committee, very successfully.

Senator PAckwoobp. Well, I will even go further than that. When
I ran for reelection last year, I had been so long involved in the
prochoice fight on abortion that Gloria Steinem signed a letter for
me, and I raised $100,000 on an average contribution of about $14
apiece. - Thousands of donors. And the Olympic Committee should
bring out more, still, than I did. I am convinced there are millions
and millions of people out there who would give $10 and $20
apiece.

Mr. KANE. Well, there aren’t millions and millions, but we are,
as I said earlier, at the very zenith of our acceptability. And we are
doing very well, better than ever before.

The one propitious thing that came out of the boycott is that
never has the Olympic movement and the Olympic athlete been
held in such high regard. And we are really now about four or five
times ahead of any other period in history in our contributions.
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Ms. pE VERONA. But I would like to point out: I did concentrate a
lot about the victory and the winners and the role models. But, as
was pointed out by Chris, only 10 percent of the money that comes
in goes back out directly to the athlete. Because of the previous
Congress the Olympic Committee has been mandated to reach the
grassroots. And with budget cuts in colleges and womens sports
and the growth in the calendar and physical-fithess boom, the
Olympic Committee has the responsibility to administer many
more programs. And we are reaching many more athletes. Because
of it we are getting more response, physical fitness, and all those
other byproducts that we could spend an hour talking about, but
which we don’t have. So I think that that is another way to get the
word out that the Olympic movement isn’t just. for the Olympic
athletes but it is an ongoing thing, and it is for everyone. And that
is why the tax checkoff is a good method.

Senator Packwoob. Let me congratulate you generally for a
well-rounded presentation. It is a pleasure to have a panel that has
coordinated their testimony ahead of time.

Ms. pE VERONA. Thank you.

Senator Packwoop. Often we have a panel, and I think, though
they are testifying on the same subject they have almost never met
each other.

Senator Matsunaga.

Senator MATSUNAGA. Mr. Chairman, the biggest issue, of course,
looking at it from an international viewpoint, is peace. Now, what
would you say the Olympics contribute toward peace, if any?

Ms. pE VERONA. Senator, may I answer that question?

Senator MATSUNAGA. Yes. -

Ms. pE VERONA. I was just in Baden-Baden, Germany, for the
U.N. of Sports, where all the IOC members from all of the different
countries met for a congress to decide on where the next Olympics
would take place. They decided on Seoul, Korea, and they decided
on Calgary, Canada. These are members from all over the world.

But I experienced something for the first time that was one of
the most rewarding experiences I have ever had. Thirty-five ath-
letes voted by their international federations for leadership and
their contribution to their sport in the World International Feder-
ation were asked to come and represent athletes’ needs to the I0C
Congress.

IOC members are older; they are more manipulated; they have
more pressures on them from their governments; et cetera. Thirty-
five athletes including Teophiello Stevenson, the hockey player
from the U.S. hockey team, Kip Kenyo, and many others, sat down

and in 3 days broke up in groups to pick leaders and spoke with

unanimous consent on issues of politics and sport, doping, the
Olympiad—and this is your question—how can we take the Olym-
piad and spread peace-through-sport through this group? '
This was a diverse group, and they had a single mind because
they had represented their countries with a common interest, and
they undersood each other through sport. And it was an incredible
accomplishment. The press didn’t report it well here, but all over
Europe these athletes walked hand-in-hand as they made their
-presentations. So, maybe that will give you an idea of what I
experienced and how important it is. : ———

RO —
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Senator MATSUNAGA. I remember when I was a kid we used to
have these volunteer leagues: the Hanapapai team against the
Mahkowala team. When the Hanapapai team won, everything was
all right; but when Hanapapai team lost, we got into a fight with
the other team, beat them up in a fistfight, instead. I was wonder--
ing whether the athletes competing in the Olympics feel closer to
those against whom they competed after the contest or--feel a
degree of enmity, saying “Well, I'll get you next time, brother.”

Ms. pE VERONA. It could be a little bit of both. R

- Mr. KANE. Senator, very briefly I would like to say a few things
in addition to Donna’s fine statement.

It has been my experience, and I have been rather amazed by it,
that the athletes of the Soviet Union and the athletes of the
United States seem to have a rapport at the games as no other two
countries. _

Athletes on the whole are nonpolitical, apolitical, or however you
want to say it. They do respect each other’s talents. Sure, athletes
are disappointed when they lose, but on the Olympic level, on that
kind of world-class level, you don’t have the fisticuffs after the
game. In fact, they have great respect for each other. Ed Moses has
referred to that, and he certainly knows it.

As you recall, the whole country of China was opened up after a
long vacuum by the Ping-pong team, now called Ping-pong diplo-
macy. I think that international sport is one of the great peaceful
efforts in the world. I don’t think it is recognized as it should be.

Senator MATSUNAGA. I tend to agree with you.

Mr. KANE. Thank you.

Senator PAckwoob. Thank you very much.

.Ms. pE VERONA. Thank you. -

Senator PAckwoobp. Thank you very much for an excellent pres-
entation. We appreciate it.

We will conclude today with Mr. William Hybl, vice president
and executive director of the El Pomar Foundation, Colorado
Springs.

Again, I will put your entire statement in the record. We are
delighted to have you with us. Go right ahead.

STATEMENT OF WILLIAM J. HYBL, VICE PRESIDENT AND EX.
ECUTIVE DIRECTOR OF EL POMAR FOUNDATION OF COLO-
RADO SPRINGS, COLO.

Mr. HysL. Thank you, Mr. Chairman. I certainly want to express
the appreciation of the El Pomar Foundation to this committee and
Senators Armstrong and Hart for their sponsorship of S. 1745.

The El Pomar Foundation, which is located in Colorado Springs,
was established in 1939 by Mr. and Mrs. Spencer Penrose. The
Foundation basically evolved out of the Utah Copper which ulti-
mately became Kennecott Copper Co.- :

" We are here this morning to ask this committee to consider an
amendment in the Internal Revenue Code under section 4943
which would allow the El Pomar Foundation to retain ownership of
the Broadmoor Hotel. We were present and listened to the testimo-
ny of the Department of the Treasury and we feel that the two
aregs on which Treasury objects to this particular bill should be
met.

~

--



49

First of all, Treasury stated that foundations in general, and El
Pomar in particular, should have managers that do not devote
their time to running a profit-making entity. We understand this
situation and this is why El Pomar Foundation has professional
managers and assistant managers who do the actual operation of
the hotel. It is not done by those trustees or, in particular, the
officers of the El Pomar Foundation.

The El Pomar Foundation is a nontaxable entity as a private
foundation; however, Broadmoor Hotel, Inc. is just like IBM, Gen-
eral Motors or General Mills. It pays full taxes, and is not unfairly
competing with other tax-paying entities throughout the country.

The question is posed: Why is El Pomar any different from a
variety of other foundations? S. 1745 is drafted through its various
provisions so that it only applies to El Pomar. We haven’t been
able to find any other foundation which would fall within the
specific provisions of the bill.

We think the Broadmoor Hotel is not only an integral part of the
Colorado Springs communi%', as Senator Armstrong points out, but
is unique in several ways. The most important aspect as far as the
El Pomar is concerned: it is a good investment. Because of develop-
ment in the Colorado Springs region we found that the land which
is owned by the Foundation through the Broadmoor, has certainly
increased in value. Consequently, the Hotel is in the process of
maximizing the amount of land that to be sold which increases
dividends to the Foundation, which in tufn increases the amount of
money for grants to various charitable entities throughout the
State of Colorado. ‘

I would direct the chairman’s attention to appendix A which we
have attached to our prepared statement. This shows the depth and
breadth of the grants which have been -made by the El Pomar
Foundation. Specifically, the El Pomar Foundation funded with $17
million assets has since 1937 made over $66 million in grants and
still retains a corpus approaching $100 million. Grants reflect a
sum four times the initial amount made by bequests from Mr. and
Mrs. Spencer Penrose, and places the Foundation in a posture
where through the years it has managed its assets well for the
public benefit.

The U.S. Senate and this committee recognized a unique situa-
tion in 1969 when it passed a specific exemption which would have
allowed the El Pomar Foundation to retain the Broadmoor Hotel.

It goes without saying that we certainly appreciate the considera-
tion of the committee. We think the El Pomar situation is one of a
kind and were very pleased to have an opportunity to present this
testimony.

Senator Packwoop. Mr. Hybl, I have no questions. I think the
case is quite justified, and you will have my support. I was in the
Senate in the past and I remember the circumstances then. I
appreciate your patience in waiting this long while the other wit-
nesses testified.

I have no questions. .

Mr. HysL. Thank you. I certainly enjoyed their testimony, too.

Senator PAckwoobp. Thank you very much.

- The hearing is concluded.
[Whereupon, at 11 a.m., the hearing was adjourned.]
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[The prepared statement follows:}

TesTiMONY OF THE EL PoMAR FOUNDATION

Mr. Chairman and members of the Subcommittee on Taxation and Debt Manage-
ment, my name is William J. Hybl. I am Vice President and Executive Director of
the El Pomar Foundation located in Colorado Springs, Colorado. I certainly arpreci-
ate the opportunity to aﬁpear this morning to testify in favor-of Senate Bill 1745
which grants relief to the El Pomar Foundation from Sec. 4943 of the Internal
Revenue Code. It is helpful to understand the bacl;fround of the El Pomar Founda-
tion and its loo-gercent ownership of Broadmoor Hotel, Inc. The Broadmoor Hotel
was built in.1981 in Colorado Springs, Colorado by Spencer Penrose and was
intended and continues to be one of the truly fine resorts in the world. Spencer
Penrose directed prior to his death in 1939 the charitable purpose of the Foundation
was to use the principal and income of the Foundation ““for such charitable uses and
pur (including public educational, scientific and benevolent uses and purposes)
exclusively as will, in the absolute and uncontrolled discretion of the trustees of the
corporation most effectively assist, encourage and promote the general well being of
the inhabitants of the State of Colorado”.

Spencer Penrose, founder of El Pomar Foundation, was one of the pioneers in the
development of the Pikes Peak region of Colorado. He first came to Colorado
Springs in 1891. Over a period of the next 25 years he accumulated a substantial
fortune from real estate and mining activities in that area. His first big strike came
from his ownership of an interest in a gold mining claim, the Cash on Delivery
Mine in the Cripple Creek area. His largest gains were made from the Utah Copper
Company which was formed by him and his associates in the early 1900’s. The Utah
Coxggr mpany was ultimately merged into Kennecott Copper Company in 1923.

ut 1915 Spencer Penrose began to turn his attention from mining to the
investment of his fortune and to his other interests which were of a less profitable
but more satisfying nature. In 1915 he commenced the construction of an auto-
mobile highway to the summit of Pikes Peak which was completed in 1916 at a cost
of half a million dollars. He inaugurated the Pikes Peak Hill Climb for automobiles
which continues to the present time. The highway up Pikes Peak has since been
donated to the government and is now operated by the City of Colorado Springs.

In about 1916 Mr. Penrose began his animal collection which ultimately became
the Cheyenne Mountain Zoo. In this same year he began construction of the Broad-
moor Hotel which was completed in 1918 with a formal opening June 29, 1918. In
about the year 1925 he constructed an auto highway to the top of Cheyenne
Mountain and a lodge at the summit. Later he constructed the famous Will er
Shrine of the Sun on a granite peak of Cheyenne Mountain in honor of his good
friend Will Rogers.

During its 41 years of existence the Foundation has made charitable grants of
over $66 million, including, The Colorado College, The Penrose Hospital for Cancer
Research, the Regional Library for the Citgoof Colorado Springs, the University of
Denver, Chicano Education Project and mestic-- Violence of Colorado Springs.
(Appendix A). The Foundation has generally used its funds for involvement in
cagntal construction programs and rehabilitation of existing facilities.

he Foundation has continued to own the Broadmoor Hotel and hired manage-
ment which has oriented itself to the needs of the people of Colorado Sfrin and
Colorado in general. The directors of the Foundation have consistently g aced serv-
ice to the community and the general welfare of the residents of the State of
Colorado as highest on their list of priorities. The Broadmoor Hotel is subject to
corporate income tax imposed by Sec. 11 of the Internal Revenue Code in the same
manner as other hotel corporations or any tax-paying corporation for that matter.

There is no donor control of El Pomar Foundation. Its founder, Spencer Penrose,
died in 1939 and his wife in 1956. Since then there has been no member of the
Penrose family associated with the Foundation or its holdings in any capacity.
There have been no instances of self-dealing, and the Foundation has consistent{
distributed all its net income for charitable purposes on a current basis in compli-
ance with prevailing law. (Appendix B) The trustees have never made any invest-
ments which were not motivated by the specific charitable Eur of the Founda-
tion or which would in any way jeopardize the ability of the Foundation to do so.
The Foundation prints and distributes an Annual Report with financial statements,
guidelines und other correspondence so that the people of Colorado will know how
;I;e ffl._x:lds of the Foundation are available, being managed, and distributed for their

nefit.

During consideration of the 1969 Tax Reform Act the Senate Finance Committee

received written testimony from the trustees of El Pomar Foundation urging the

-
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Committee to delete the provision in the House-passed Bill requiring grivate founda-
tions to divest their excess business holdings. In their testimony the trustees set
forth the history of the El Pomar Foundation, the charitable activities of the
Foundation and the adverse effects on the Colorado Springs community if the
Broadmoor Hotel were required to be sold by the Foundation.

“Our greatest concern 1s the future of the Broadmoor Hotel. If the Foundation
were required to sell the Broadmoor the only poetential purchasers who could afford
to purchase it would be major hotel chains or perhaps one of the large conglomerate
corporations. In either event the result would be absentee ownership by an organi-
zation which had no special interest in the welfare of Colorado Springs or the
inhabitants of Colorado generally. Indeed, management of such an organization
would probably not even be aware of many of the problems of the area. Any
organization which was oriented primarily towards the profit motive rather than
public service would undoubtedly curtail many of the activities presently being
conducted by the Broadmoor . .. We submit there is nothing inherently bad in
having a charitible foundation own a controlling interest in a business enterprise.
We see nothing wrong in having the profits of an operating business corporation
inure to the benefit of the public at large, rather than just to ceri.ia private
stockholders. We think the public welfare is better served by having the beneficial
ownership of the broadmoor Hotel in the citizens of the State of Colorado rather
than the stockholder of some major hotel chain corporation. . . .”

Senator Gordon Allott of Colorado testified in 1969 before the Finance Committee
in support of the written remarks of the trustees of the El Pomar Foundation
(Senate Finance Committee Hearings page 4357). In response to this testimony the
Senate Finance Committee provided a grandfather clause for the El Pomar Founda-
tion. The grandfather clause, which would have allowed retention of the Broadmoor
Hotel by El Pomar Foundation, was passed b'{‘ the Senate; however, was then
omitted in the Conference Committee Report. The current law, Section 4943, as
aggroved by the Conference Committee and signed into law 613' the President in
1969, provides that with regard to a business that is one hundred percent owned by
a private foundation as of May 26, 1969, there is required a three-stage period of
forced divestitute.

(1) During the 20-year period, 1969 through 1989, the private foundation may
continue to own 100 percent of the stock of the business.

(2) By May 26, 1989, however, the foundation must reduce its ownership to 50
percent.

(3) Finally by May 26, 2004, the foundation must reduce its ownership by 35
percent where it may remain forever.

El Pomar Foundation seeks legislation which would recognize its position as a
foundation established over forty years ago with no substantial contributors or
relatives associated with its operation for the past 25 years.

The legislation before you today proposes the El Pomar Foundation be exempted
from the divestiture requirements under Section 4943 of the Internal Revenue Code.
The El Pomar Foundation would submit the following:

Under the existing law, any and all prospective buyers of the E! Pomar Founda-
tion’s interest in the Broadmoor Hotel can take unfair advantage of the Foundation
since the Foundation is under a legal mandate to seli at least 50 percent of its
interest in the hotel by 1989. The prime concern of the El Pomar Foundation
trustees is to realize the top dollar value for the Broadmoor Hotel and to continue
and expand the charitable activities of the El Pomar Foundation.

The fact is The Broadmoor is one of a kind and certainly the sort of institution
which has a relatively small market for sale. There is very indication there are
those organizations which do have an interest in purchasing the hotel but are also
aware of the djvestiture requirements. This has placed potential purchasers in the
sound business position of waiting for the approach of 1989 so El Pomar Foundation
will be forced to bargain for sale. As previously -indicated the hotel is nut a readily
marketable entity. In fact, it is sul generis. This is a unique situation, for a
potential purchasing entity would be not only buying the Broadmoor Hotel but the
many surrounding imﬁrovements including Broadmoor World Arena, Broadmoor ski
area, three eighteen hole golf courses, and numerous other associated and related
activities. In addition, the Broadmoor Hotel has nearly 2,000 acres of land adjacent
to the hotel which, because of development in the Colorado Springs area now can be
sold to prospective developers in small parcels. The first sale of land was made this
October (1981). These sales will continue to increase the net income of Broadmoor
Hotel and the dividends received by the El Pomar -Foundation which in turn are
devoted to charitable purposes.

The mangement which has been hired by the Foundation to operate the Broad-
moor Hotel has certainly placed the interests of the Pikes Peak region and the State
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of Colorado at the forefront. The Broadmoor Hotel has endeavored to be a good
citizen of the community as it does have local ownership. There are many in the
community who feel the uniqueness of this situation and local ownership is a very
strong reason for continued ownership by the El Pomar Foundation.

Many of the abusive factors that lead to-the foundation legislation in 1969 have
been corrected. The legislation itself certainly was a catalyst which forced many
foundations to comply and to continue to strive to serve the public better. As has
been previously pointed out one of the prime reasons for the 4943 provision, the
operation of business entities free from the influence of the grantors of the Founda-
tion or their lineal heirs, has been met. It should be stressed that the Broadmoor
Hotel operates under exactly the same tax burdens as a privately owned hotel and
is not placed in a posture where it is unfair competition to other privately owned
entities. :

—- - _ It is for the foregoing reasons the El Pomar Foundation respectfully requests your
positive considerations of Senate Bill 1745.

AprPENDIX A.—El Pomar Foundation; grants paid 1937 to September 1, 1981

Education: )
Higher education: o
The Colorado College........ccoviriicriiccnnniiinnnincnnniesens $9,407,812
The Colorado College (minority and handicapped scholarships).. 1,000,000
Air Force Academy Foundation .............cccccvieveececnnennnrecnnsinsnesensenns 1,005,000
Colorado Women's College ...........comvrveienrerecniinsereneinieessenensssessennns 652,735
University 0f DENVEr ...........ccoorviiviirieieeneniceninesesssssinnssssesssesssssssenes 4,606,195
Other private and State colleges.........c.ccccemvrinrenincvinverireneseessennes 3,976,614
Secondary education:
Colorado Qutward Bound ........ccoceecereveviinninieniceccne e seeseosscssseseesns 580,000
Chicano education %roject ................................................................... 115,000
Fountain Valley School..........ccccoinmniiinniesesnies 3,502,745
TOLAL ....oeeirrirecerce et ers b et sasts e be e tsbao b s e aeabe s be st snen 24,846,001
Health:
Penrose Hospital and cancer research ........c.cccocvncrvncnircnnnnenannicnns 11,891,830
Other hospitals................. e teiterieeressaresierresaesareseeiria e e b e vatees e baesanteeabesn 987,837
VALIOUS eviivvretieie ittt eb b esasreasssaeetasste e saestesbasassatesanoraesst s shasanssnbesans 1,062,241
TOAL ..ottt e s e bt a e s s e st s b aer s ebnaneaes 13,941,908
Humanities:
Central City Opera House ASSOCIAtION ........c.cccovinivnncennccnrerinninnnsnanes 436,750
Cheyenne Mountain Museum and Zoological Society e 9,335,599
Colorado Springs Fine Arts Center.........c.cccccvnrvreaens 1,985,988
Colorado Springs Symphony............. 257,200
Citizens for a Theatre Auditorium 1,500,000
VATIOUS ..covvriniieeniencrinecciennins s esssesinsennesssnnens 1,988,765
TOLAL ...ttt et et e e bbb bbbt sr b e eetebasbabe e s eassanaberenane 15,504,312
Religion: VArioUS........cccoviiervinirieniinnicecvennenise sttt saeseenesasstssessnssssesaesnnoresses 1,473,699
o Resources and environment.:
City of ColoradoSprings Library..................... . 2,203,872
) Garden of the Gods lands purchase 250,000
— VIBLIOUB ..eoveeniieirirerintciieennsiniseeteresesissersassssesersesseseeressossasonsassarassisnsossssneessesonts 310,686
TORAL ..ottt ettt sttt e e s sb e e s b e bebeaes 2,764,458
Welfare:
Boys Club ASSOCIAtION ........ccccvivierrereneneiererestreiennesesesssssseseessevessssessssenes 505,278
Boys and Girls SCOULS .........ccvveereicerieirniniennieinreeernnisensssssessesssasssessssesenes 410,479
United Way..........coevuenn. e e st be et s A se s b nanee s ens 1,626,186
YMCA-YWGCA ...ttt ssn st sn s sasssesass et essasnsssanasns 1,800,000
Chins UP .....ooerreevcveeres s sssseresserssssenens eertsetesaearesebetanaets - 38,000
Workout Limited.........c.ccouviviiiiiiiininiiiinnseninseessesssesssersessasssssens 55,000
DOMEBLIC VUQIONCE ....cvrvvservvrsoerr oot 40,000



Brockhurst Boys Ranch ..........ciicinnnicninsnnssssesenesesesnssessens 140,000
VIAEIOUS ..ooviieriveiiineireree e creesseeseie s e casesbesbasssesssssasessensessestsesssssnsssaessnassesenten 880,204

- - 5,495,147

Other:

U.S. Olympic COmMMILLEE.........ccourrrecreririniireersnneneanisssenssasessesnssessererassans 750,000
VAFIOUS ..o s ettt e e e e re e e arrneens 1,467,059
TORAL ..ottt e s oss st erbea s beassbe s s abesesanebenssanain 2,217,059

Total grants paid to September 1, 1981 ........cccoovviincrninncrsrnncinnnnns 66,242@
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EL_POMAR TOUIDATION - Swmary_of income and contributions pard from Decomber 31, 1997, throush Decenber 31, 1990

Year ..
12/16-31, 1937
138
1939
1940
1911
1942
1943
1043
1935
1346
1947
12431
1919
1650
1951
152
1953
1954
1955
1936
1977
1903
1953
1959
1961
102
1243
1053
1465
1556
1457
196
1259
1270
1971
1572
1973
1474
yulh
11i6
Vil
197
14/
10y

Revenes,
64 650

11 425
365 675
323 940
347 225
405 359
322 116
473 592
426 129
wsd 343
454 209
452 Ha0
469 312
A0 997

“473 812
573 619
479 630
982 873
[ R
180 420
032 179
162 431
199 459
11?2 372
110 738
.3 162
917 629
616 101
£72 210
517 £24
520 Y04
020 70
223 199
627 739
D09 979
1 28
I IO
KA
Lah N
“€3 045

337 600

3659 404

[

O O e et d

30108, 303

l

¢ 573,19

7
6 064
6 2
6 74%
6 123
12 540
23 64
356 647
14 214
10 231
16 519
12 132
11 159
10 20
10 913
9 9s
10 a2
11 ¢
10 995
10 797
1) 648
11 797
14 077
14 403
14 872
11 123
9 407
9 528
10 123
9 902
R 76
9 230
14 704
14 133
22 473
i3 $07
21 9
21 115
21 733
33 12
4620
a7 1N
65 3N
63 £75

762 518

.Expenses

Excise
_Jtax

128 926
113 987
132 276
125 057
124 45
136 163
151 16
135 €73

71 22
67 975
TR

1,269 314,

[reess of rov. Contributions
_over erpenses _ paid Balance
64 A3 84 a4 (19 £31)
(6 (6a) 55 254 { 61 212)
7y 74 700 { €7 963)
35K 930 100 913 257 937
317 127 403 697, ( 6 570)
334 G6hh 238 250 €6 416
m 6N 199 242 181 229
25 469 316 611 63 £53
ang 778 252 955 175 193
415 Ry 66 371 { 50 4r3)
42] £24 366 942 58 842
as2 177 a54 112 (11 73%)
44a) 431 693 150 (251 7:9)
L9 02 413 945 a5 0.7
460 014 540 204 , ( 80 169)
463 027 534 532 ¢ ( 70 €15)
563 208 725 #55 {162 637)
1413 549 563 224 855 3¢5
1971 5m 536 1 ] 421 617
1178 074 1 28R 246 (110 172)
1 140 772 1 569 697 (128 925)
1 000 32 1 195 48 (7716 076)
1 148 354 1502 715 (353 361)
1 074 Q76 916 12 1£e h3d
1 092 501 1 169 770 {77 263)
1 099 125 1 501 597 (402 472)
1 253 675 1465 215 (211 549)
909 404 920 394 { 10 991)
1 675 267 1 404 650 220 917
1 £62 37 1 166 206 696 071
1 509 038 1 558 009 { 48 971)
1 511 265 2 394 193 (o827 027)
3006 116 3071 317 { 65 201)
3079 a7 3 214 560 (139 €51)
2 51 2719 2 670 676 (102 397}
2 353 416 4 316 Sis (1 555 552)
2 o2 150 3 122 666 (149-406)
3 300 045 3 356 353 { 55 AR)
3 247 967 3108 275 139 672
3362 533 2 959 @3 02 €57
3 782 502 1967 2w? ‘ Q15 215
3255 05 3273 416 (27 611)
3476 195 3 A1 93 6237
b ’_3%. (2 L3088 68 LL65.00)
64 532,017 64,739, 654, (197,667)
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STATEMENT BY DONNA DE VARONA, WINNER OF TWo GOLD MEDALS IN SWIMMING,
1964; MeEMBER, PRreSIDENT'S CoMMISSION ON OLyMmPic Srorts: NBC Srorts Com-
MENTATOR; AND PRESIDENT, WOMEN’S SPORTS FOUNDATION

I returned recently from Baden-Baden, West Germany where the UN of sports,
the Olympic Congress, met. This meeting is a whole lot larger than a meeting of the
baseball owners or the NFL Players association. The meeting encompassed the
whole world. Yet, it was barely reported in our nation’s media.

The whole world saf's that soccer is the number one sport. We say football and
baseball. I love football and baseball but we ought to recognize that we, the U.S,, are
out of step with the rest of the world. )

The Olympic sports present an opportunity to work with other countries to
further goals that are very important to them. Just as the World Series and the
Super Bowl are important to us, an Olympic Gold Medal won by a developing
.nation’s athlete is equally important. We simply do not recognize this.

The Olympics are not just a “once in four years event”. They are a constant force
in the world and we Olympians are a role model in this country in some sports and
a role model in every sport to some developing countries.

Recently, the Women’s Sports Foundation sponsored a motivational symposium by
Olympians Bob Beamon, Floyd Patterson, Lacey O’'Neal and me. Over 800 inner city
children attended to hear what we had to say—because we were Olympians.

I am confident that because of the motivational g hes and conversations we
offered that day, aspiring Olympians will emerge. Remember: these are children
that need a worthwhile pursuit. We need to do more of this.

This is not the first time I have appeared before a Senate or House Committee to
plead the case of amateur sports and Olympic development in this countr?'. And
frankly it's time to act—to do something that indicates national support tor our
Olympic development program.

ou've heard the perspectives of Bob, Chris and Edwin on the need. I cannot add
anything more.
it take a Sputnik to arouse you? If so, do nothing and wait for the time when
the U.S. wins only three or four gold medals in an Olympic Games; wait for the
time when colleges and high schools drop all sports for men and women except the
revenue producing sports of football and basketball; wait for the time when track
clubs, operating on a shoestring, have no more shoestring.

Bob Kane has told you why the U.S. Olympic movement is unique from other
charities. We are not subsidized by the federal government and we don't want to be;
we don’t receive any federal grants and we don’t want any. But what we do want is
a national commitment and recognition from our government that what we do is
important.

know what we do is important and S. 1595 is one small ‘t:?iy to grove Congress’
recognition of that importance. No tax money is being allocated to the USOC under
S. 1595. But what is being recognized is a federal commitment—a policy, if you
will—that Olymgic development is important in this country and internationally.
On behalf of Bob, Chris and Edwin, I want to thank Senator Inouye and Senator
Stevens for their continued support on this matter. They recognize the importance

of what we Olympic athletes are trying to do. There is a n now for the rest of

Congress to recognize the importance of what we are trying to do.

[By direction of the chairman the following communications were
made a part of the hearing record:] -

TeSTIMONY OF CONGRESSMAN FRED RIiCHMOND

Mr. Chairman, distinguished colleagues of the Subcommittee, I would like to
thank you for the opportunity to submit testimcny on an important proposal which -
would provide much needed financial help for our nation’s cultural and educational
institutions.

‘“America’s Arts and humanities are vigorous in spirit, though frail in financial
health,” states the recently released Report to the President the Presidential
Task Force on the Arts and Humanities. The financial health of the nation’s
cultural institutions, aggravated over the last decade by a steadily increasing infla-
tion rate, faces greater problems in the coming decade. Decreaseci support from the
public sector has halted a sixteen-year growth in federal appropriations for the arts
and humanities, and the recently passed tax changes may cause-a reduction in
support from the private sector. The proposal before the Subcommittee is suggested
as a means to help cure the financial ills of America’s cultural institutions. By
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providing for a voluntary checkoff box on federal income tax returns, this legisla-
tion would allow individuals to contribute all or part of their tax refunds or even
pay additional taxes in support for America’s arts and humanities.

GROWTH IN ARTS PARTICIPATION

As the decade of the 1980s begins, interest and garticipation in the arts continues
to increase. A 1980 nationwide poll conducted by Lou Harris Associates clearly
delineates this trend. The Harris %oll. “Americans and the Arts,” was also conduct-
ed in 1975, and a comparison of the results of the two studies shows a remarkable
growth in the percentage of the population participating in all areas of artistic
activity: . -

Percentage of poputation
1975 1980
Participating in art form: . -

PHUSIC ..oovorovrese et et ses s s s b ssmseassS st e AR RSt AR SR e eSO 18 - 30
CrBAIIVE WIILING .....ccovuvenrereruvermssnseessescrescessmsscnssescesms s sessrssssases s e sssssms s sssm st s s s s ssssat s 13 22
Ballet/modern dance................. et r s ARt RR s ene e . 9 20
Sing in choir............... 11 21
PaINtING........vveerererveseerireaen: 22 28
Pottery/ceramics 8 - 18
Thater............

The percenta%e of the population attending artistic events has also greatly in-
creased since 1975: . -

_Percentage of poputation
- 1975 1980
Attendance: -

TDRALET oo oeeseseseire e srsses s sssse bbb ses s s sss sttt e eSS SR RA R SRRt e n ettt 0 a4 - 59
Live popular music........... 36 48
Live classical music.......... 18 26 .
MUSBUMS........cooorocvovvree st iasa s ss s bbb s e e s e a et s b0 et st 1} 60
DANCe PEIOTMANCES...........coonuerrivesenissssssamsssesosssasstesnesssssssmsssssnsossonns 16 25

Although the Harris studies show the growth of participation and attendance, a
substantial percentage of Americans do not have cultural facilities easily available
to them. The 1980 survey showed that:

_ 33 percent of the population state they do not have ready access to theater;
30 percent do not have a center nearby where they can learn arts and crafts;
46 percent have no concert hall near their home; and
41 percent have no accessible museum. T

Obviously, with the increasing interest in the arts and the demand for cultural
facilities, America’s performing arts centers, museums, and educational institutions
will need even greater assistance from all sectors of society.

NONPROFIT SECTOR THREATENED

Arts organizations as well as all of our nation’s nonprofit institutions face a
ater demand for .services at a time when support from the public sector is
windling. Furthermore, the recently enacted tax changes threaten to decrease

badly needed support from the private sector.

A ‘study completed this past August by the Urban Institute estimated that the
1981 Tax Act will cause private contributions to the nonprofit sector to decline over
the next four years by $18.8 billion. This study, which analyzes the 1981 law's
impact on individual giving, does not consider potential decreases in giving by
foundations, corporations, or estates.

In addition, the study concludes that the law “will significantly redistribute the
burden of giving from the -rich to the middle and lower-middle classes.” Beginning
in 1981 taxpayers who do not itemize deductions will be able to deduct a certain
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portion of their gifts to charity. But historically, these are the taxpayers who
contribute the least frequently to our nation’s cultural institutions.

The study estimates that individual giving to religious organizations is expected
to grow by 17 percent in constant dollar terms between 1980 and 1984, but individu-
al giving to educational institutions and hospitals is projected to fall more than
three percent below actual 1980 levels. This decrease in private sector giving to
nonreligious nonprofit organizations combined with cutbacks in government spend-
ing will cause the revenues of these organizations to be lower during 1981-1984 in
real dollar terms than they were in 1980. Unless significant changes occur in giving
patterns, this portion of the nonprofit sector, which includes our nation’s cultural
organizations, will be under considerable strain over the next four years.

PUBLIC WILLING TO PAY MORE TAXES FOR THE ARTS

The American public has indicated a willingness to change its giving patterns.
According to the Harris poll, a significant percentage of the population would be
willing to see their taxes increased, if the.increase supported the arts. The following
compares the results in 1975 with the 1980 study: -

Percent of population
1975 1980
Increased taxes for the arts:
........... 4] 51
vervenranes 46 5
..... 58 70

In 1979 over 92 million individuals filed income returns. If 70 percent of these
persons paid the additional $5.00 they indicated they were willing to spend, over
$300 million would be raised for the arts; if 65 percent contributed $10.00 almost
$600 million could go to the arts; if 59 percent contributed $15.00 over $800 million
would be raised; or if 51 percent contributed $25.00 over $1 billion could go to the
arts.

This strong willingness of the American people to contribute tax money to the
arts should not be ignored. Legislation introduced by Senator Mathias as well as
similar legislation I have introduced in the House would allow individuals to desig-
nate a portion of their tax refunds as a contribution to the arts and humanities.
These taxpayers could also forward additional money over and above the taxes they
owed. All-such contributions would be distributed to the National Endowments for
the Arts and Humanities.

In 1979 over 75 million individual taxpayers received $54 billion in refunds. If arts
and humanities checkoff boxes were included on the IRS Form 1040, as suggested in
S. 1035, a large portion of this $54 billion could easily be transferred to the benefit
of our Nation’s cultural organizations with no loss of revenue to the Treasury.

The American people have indicated  a willingness to contribute more to insure
the vitality of America’s arts and humanities. Let us not stand in their way. By
providing a tax checkoff box another obstacle holding back much needed funds is
removed. I urge your consideration of this valuable legislative change. The financial
health of America’s arts and humanities is at stake and can be greatly improved by
enactment of this unique and timely proposal.
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- November 19, 1981

Chairman, Subcommittee on Taxation
and Debt Manageament

Committee on Finance
U.S. Senate
- Washington, D.C.

20510

Re: S. 1745

Dear Senator Packwood:

This statement is submitted for the record of the
hearings held on October 30, 1981 with respect to the above
bill relating to the application of IRC § 4943 requiring the
divestiture of "excess business holdings" of private foundations.

Senators Armstrong and Bart should be thanked for
introducing S. 1745 and _calling attention to problems arising

from the application

of IRC § 4943,

This section of the Code was enacted as part of an

over-reaction in 1969 to a few so-called abuses attributed to
some foundations owning stock in certain corporations.

Even at

the time of ensctment, the Congress recognized that § 4943 had
the potential of creating problems with adverse results to

charities and communities which they serve.

The Congress

provided extended transitionsl periods for the application

of the new law.

This extended period was necessary not only

to permit conformance to the statute but also to determine
the practical application.of the legislation which was hastily

drafted.



BaxzEr & HOSTETLER

59

Senator Bob Packwood
Novemdber 19, 1981
Page Two

In the ensuing period of slightly more than 10 years, -
a number of problems in the application of the statute have
become apparent., These include not only the situation to which
S. 1745 18 directed but many others, such as:

1. The statute is unbelievably complicated. The
regulations which the Treasury did issue cover many pages and
prescribe rules which are beyond the ability of most foundation
executives and practitioners to comprehend., Even at this late
date, final regulations have not yet been issued with respect’
to important aspects of § 4943, involving particularly the effect
of corporste expansions, acquisitions and reorganizations and
the like, where stock is owned by a foundation., In these days
when there is a national interest in relieving businesses and
taxpayers of the burdens of over-regulation, § 4943 and the
regulations thereunder are prime examples of overkill and
excessive control.

2, The statute creates uncertainty and impractical
results in situations which have nothing to do with foundations
or tax matters which the Congress sought to control im 1969 or
should control today. For example, wvhere a corporation, some
stock of which 18 owned by a8 foundation, desires to provide
incentive stock to its employees (such as under tax legislation

enacted by-the Congress in the Economic Recovery Tax Act of 1981),

the acquisition by the corporation of stock for re-issuance to
employees under such a plan may cause penalty taxes to be imposed
on the foundation unless the foundation divests itself of stock.
The corporation in such a case is caught in the middle between
providing incentives for employees and rieking adverse affects

on its stockholders. A foundation may be forced to sell stock
wvhen market conditions are adverse. The only effect of such
provisions is to penalize charities and create artificial
restraints on some business corporations.

3. 1In the case of gifts and bequests of stock to a
foundation where related parties own substantial stock in the
sane corporation, a foundation generslly is required to meet
the divestiture requirements of § 4943 within 5 years. This
can be much too short a period from the standpoint of proper
marketing of the stock and protecting the value of interests
intended to be used for charitable purposes.

—-na
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Senator Bobd Packwood
November 19, 1981
Page Three

4. The pressure on local foundations to divest them-
selves of stockholdings in industry makes such industries prime
take-over targets. Many foundations have been established to
serve local communities on the basis that fortunes made in
communities should be used in the best interests of the people
in that community. The policy of § 4943 runs counter to this
principle by causing the industry which creates jobs in the
community to become the prey of outside purchasers who see an
acquisition opportunity because the local foundation cannot
maintain its stock ownership under § 4943, Particularly in
these days of eonomic problems and growing unemployment rates,
the effect of § 4943 is to create additional worries and burdens
contrary to community and public interests.

5, The Treasury Department has indicated that since
some foundations have reduced their holdings under § 4943 others
should have to follow the requirements of the statute. This
position is based on the view that because a few have suffered,
all will suffer. The Congress should léearn from experience
under the statute. It should not perpetuate an error, but seek
to correct 1{t,

No one can take pride in a statute as complex and so
adverse to community and publfc needs as § 4943. One has only
to look at the '"downward ratchet rule" in the Treasury regulations
to realize that no one should be afflicted with this type of
legislation. (A copy of the downward ratchet rule regulations

" is attached for your reference.) There is much more of the
same in other sections of the regulations to § 4943, Moreover,
as previously indicated, the Treasury has not yet been able
to complete regulations, promised over two years ago, with
respect to business expansions, etc. as they may be affected by
§ 4943,

The situation calls for a re-examination of the entire
section. The fact is that the abuses with which Congress was
concerned in 1969 were taken care of by other provisions then
enacted in Chapter 42 of the Code. The provisions requiring
that the Foundation make annual distributions for charitable
purposes (§ 4942) and the provisions against self-dealing (§ 4941),
a8 well as certain limitations under sections 4944 and 4945, are
reasonably sufficient to cause dedication to charitable rather
than to private interests. The present legislation goes far beyond
the requirement needed for protection of philanthropy and creates
unnecessary additional problems.



61

Baxsn & HOosTETLER

Senator Bod Packwood
November 19, 1981
Page Four

It 1is requested that the Committee ask its staff to
re-examine the premise on vwhich § 4943 was enacted snd report
as to whether the statute is necessary today in any form at
all. We shall be glad to be of assistance in an objective
analysis of this problem and in developing a sound solution.

Very truly yours,

Norman A. Sugarman

Enclosure

e——

88-188 -0—82—5

-~
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SYRACUSE UNIVERSITY

o\t o INTERCOLLEGIATE ATHLETICS FOR WOMEN
"

‘ ) 820 COMSTOCK AVENUE . SYRACUSE, NEW YORK 13210

«\ Wl W 315/423-2508

Oct 30

October 30, 198}
s
Senator Bob Packwood

1321 Dirksen Senate Office Building
Washington, DC 20510

Dear Senator:

As an athlete and a coach I urge you to support the"United

States Olympic Development Fund checkoff Act of 1981,

(Senate Bill S-1595 and House Bill H.B.-4454). 7

This legislation is wost impertant to the continued de;velop- -

ment of our amateur athletic programs in the Unfted States
and to provide an endowment for our athletes i{n the future.

Sincerely,

Jag L. Palchikoff
Befad Crew Coach -

JLP:bh
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THE LIBRARIAN OF CONGRESS » -

WASHINGTON, D.C. 20540

October 30, 1981

Dear Senator Packwood:

1 understand your Subcommittee is considering S. 1035,
Senator Mathias' bill to augment existing financial support for the
Nation's arts and humanities activities through private individual.
and corporate taxpayer contributions.

As a member of the President's Task Force on thé Arts and --
Humanities, I have given serious consideration to new ways to stiamulate
support of the arts and humanities. Certainly more can be expected from
the corporate sector, but citizen support of the arts and humanities is
essential., S. 1035 would provide a vehicle through which the average
citizen can fully participate in revitalizing the arts and humanities,
while at the same time preventing a drain on the U.S. tax dollar.
Americans are unique in their spirit of philanthropy. No other nation
can claim such a generous citizenry.

I urge that your Committee act favorably and approve this most
innovative idea.

Sincerely yours,

Daniel J. Boorstin
The Librarian of Congress

The Honorable

Bob Packwood, Chairman

Subcommittee on Taxation and Debt Management
Senate Committee on Finance

Washington, D. C. 20510 -~

cc: Honorable Charles McC. Mathias, Jr. -

88-135 O—82—6
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TESTIMONY OF DR. RUSSELL G. MAWBY,
PRESIDENT OF THE W. K. KELLOGG FOUNDATION,
BEFORE THE SUBCOMMITTEE ON TAXATION AND DEBT
MANAGEMENT OF THE SENATE FINANCE COMMITTEE -
IN SUPPORT OF S. 1745
OCTOBER 30, 1981

I am Dr. Russell G. Mawby, President of the W. K. Kellogg
Foundation, one of the largest private foundations in the
country, headquartered in Battle Creek, Michigan. I am ap-
pearing today in support of S. 1745 which would exempt the El.
Pomar Foundation from the requirements of section 4943 of the
Internal Revenue Code. Without this legislation, the El Pomar
Foundation would be required to divest itself of the historic
Broadmoor Hotel, depriving the people of Colorado of the
advantages of local ownership of this historic sﬁructure and
forcing the Poundation to rely on other investments to fund its
charitable purposes. Most significantly, this governmental in-
terference in the operation of a valuable charitable asset is
totally unwarranted by the original purposes underlying section

4943 of the Code.

The Need for Comprehensive Congressional Review

Section 4943 of the Code was enacted as a part of the
wide-ranging attempts to "reform”™ and “"curtail" perceived
abuses by private foundations contained in the Tax Reform Act
of 1969. Over 10 years of experience since the 1969 Act has

demonstrated that many of the perceived abuses simply did not



67

-2-

exist or were overgeneralized and that many of the enacted
reforms went beyond what was necessary to remedy even the per-
ceived abuses. As a result, since 1969, legislation has been
enacted to reduce the excise tax on private founda£1on invest-
ment income and twice to alter the minimum distribution -
requirement to avoid continuing erosion of foundation assets.
In addition, a number of bills have been enacted to remedy
specific inoquities resulting from the appiication of the 1969
Act changes. Moreover, the threat of legislation was necessary
to force the withdrawal of proposed regulations which would
have in effect overruled the statutory "grandfather rules" of
section 4943. And it is significant that these ill-conceived
proposed regulations were very much the product of a vague
statute which, in large measure, frustrated its practical
application. S. 1745 is another instance where it is necessary

for a private foundation to seek relief from a specific

inequity resulting from the application of the 1969 Act -

‘changes.

These changes in Federal foundation law since the 1969 Act
and over 10 years of experience under the provisions of that
Act, indicate that it is time for Congress to undeftake a conm-
p{fhensive review of the foundation provisions, rather than to
continue to proceed with a piecemeal approach. Section 4943 is
one of the major areas where comprehensive revision is

required. _
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Section 4943

Section 4943 limits the holdings of a private foundation
and its "disqualified persons" (j.e., generally the donor, mem-
bers of the donor's family and foundation managers) in any
"business enterprise® to 208 of the voting power of the -
enterprise. Where a foundation can demonstrate that "effective
control®” of the "business enterprise"” is held by other than the
foundation and its "disqualified persons" (as defined in sec-
tion 4946 of the Code), the foundation may own 35% of the
enterprise. Under the "grandfather rules" contained in section
4943(c)(4), a private foﬁndation is generally permitted to _
retain its pre-1969 holdings in a business enterprise, provided
that such holdings are reduced to 508 by the end of a first
phase transition period (generally 10 years, ending on May 25,
1979) and to 35% by the end of a second phase transition period
of 15 years (generally ending May 25, 1994). One aspect of
_this 'grandfather-rule' which demonstrates the need' for a com-
prehensive review and revision of the section 4943 rules is
tﬁ;t certain private foundations will be permitted to tetata
all of their pre-1969 holdings to a maximum of 50%, while other
private foundations will be required to reduce thgir<§re-1969
holdings to 35% by 1994. This distinction is based on the so
called "2% rule."™ Where, at the end of the first phase, the

disqualified persons of a privaté foundation own more than 2%
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of the business enterprise in which the foundation has an
ownership interest, the foundation's permitted holdings are
reduced to 258, but the combined holdings of the private foun-
dation and its disqualified persons may be maintained at
pre-1969 levels, so long as those levels do not exceed 50%.
However, where disqualified persons owned less than 2% at tﬁe
end of the first phase, the combined holdings of the private
foundation and disqualified persons must be reduced to 35% by
1994, In the latter case, the actual holdings of the private
foundation are not limited to 258%. The result of .this rule is
an aberation when considered in light-of the original intent
behind the enactment of section 4943,

By enacting section 4943, Congress attempted to remedy the
perceived abuse of a family transferring all of its interest in
a closely held business to a private foundation which the fam-
ily controlled, paying the profits to the family members by way
6f salaries, paying little or no dividends to tﬁe owning foun-
‘dation and controlling the foundation and its giving policy,
while sheltering vast amounts of income through the charitable
deduction attributable to the gift to the "foundation."™ While
there were indeed illustrations of 1§91ated cases where such an
atrangementgoccurred, the abuse was by no means pe;vasive.

Even for the perceived abuse, section 4943 was an onerous con-

gressional response with reébect to those private .foundations
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which operated independently of family control for many years
prior to the 1969 Act. Moreover, the direct assault on abuses
-by private foundations reflected in the penalty tax on
jeopardizing investments, the minimum distribution
requirements, and the myriad reporting Eequitemente directly
addressed those abuses, without penalizing those private foun-
dations which had profiteé from sound investments and extended
that profit to worthwhile charitable, educational and
scientific endeavors. -
‘ Despite the intent of section 4943 to separate the donor's
and donor's family involvement in a bu;iness from that of the
private foundation which the donor established, the exception
to the grandfather rule above in fact provides a more liberal
divestiture tequiremeht for private foundations, whose donors
have retained aigniflcant involvement in the business
enterprise in which the foundation also serves as an investor.
This is not to say that there may not have been good reason to
‘permit the retention of pre-1969 holdings to a maximum of 50%;
but, on the contrary, to say that Congress surely did not
intend to penalize those private foundations for which the
donor and the donor's family had zemovgd themselves entirely
from involvement in both the foundation and the business
enterprise. The provision is among the anomalous provisions of
section 4943 which a comprehensive review of that section would

reveal.
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S. 1745

S. 1745 would exempt from the divestiture requirements of
section 4943 the interest of the El Pomar Foundation and the
historic Broadmoor Hotel in Colorado sé}ings, Colorado. This,
like s0 many other cases within the reach of section 4943, is
neither an abuse nor the type of divestiture wpich'Congtess
should mandate. First, preservation of the ownership of the
Broadmoor Hotel in the El Pomar Foundation will ensure that
this historic landmark continues to be owned and operated as a
public asset for the benefit of the citizens of Colorado
Springs and the State of Colorado. Second, the investment of
the Poundation in the Broadmoor Hotel has been“a sound one,
producing more than $65,000,000 fér charitable purposes bene-
fiting Colorado Springs and the State of Colorado. The forced
sale of all or a part of this landmark would serve none of the
‘purpuses intended by Congress by the enactment of section 4943.
Third, none of the members of the family of the donor are
involved either in the operation of the Foundation or the
Hotel. Therefore, the principal purpose underlying section
4943, as previously discussed, would not be advanced. Fourth,

the E1l Pomar Foundation has demonstrated that the investment in
-the Broadmoor Hotel, solely from a business standpoint, has
produced significant and sound benefits for charitable pur-

poses., It is important to note that most “"diversified

—
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portfolios™ would not likely have produced the charitabte bene-
fits equal to the $65,000,000 which has been derived from the
managed investment of one sound asset. Finally, the forced
divestiture of 50% 9£ this business enterprise would be un-
likely to produce a profit to the Foundati&ﬁ ;aual to its
value, in light of the fact that potential purchasers ;Quld
certainly be aware of the statutory mandate to divest. Thus,
the long-term capital otherwise available to charity will be
significantly diminished.

Conclusion

We respectfully urge this Subcommittee to favorably report

S. 1745. The bill properly relieves a burden imposed by sec-
tion 4943 without producing any of the benefits intended by
Congress when it enacted that section of the Code. Moreover,
while this bill addresses and relieves only one isolat;; pro- _
blem, it demonstrates the need for comprehensive review of the
"changes in the law affecting private foundations which were B —
enacted in 1569 and particularly the divestiture t;quitement
contained in section 4943. The problems faced by thexal Pomar
'Foundation are by no means unique 1q the foundation community.
The reasons for previding the requested relief are also by no
means un{gue. There are many private foundations, including

the W. K. Foundation, which long before the Tax Reform Act of
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1969 had been outside the direction and control of éhe donor or
the donor's family and have realized a consistent anq higher
return on a manageable concentrated investment than w&uld have
been earned on a diversified portfolio. Therefore, the reasons
favoring enactment of this legislation also favor congressional
review of the operation of section 4943 for all private founda-
tions. '

Finally, it is important to consider this legislation and
the need for review of other legislafion restricting charitable
institutions in light of the Administration's ag;cng emphasis
on private philanthropy. As we attempt to move away from the
notion that Pederal dollars are th; panacea for all of our
gsocial, educational and scientific\needs, an even greater
res§0n31b111£} will be placed upon the vast resources of
private philanthropy. 1In order to meet that responsibility,
charitable institutions with innovative programs, must be
provided with the greatest flexibility consistent with the
‘prevention of abuse. But with the continuation of burdensome
Federal restrictions serving no sound purpose, private philan-
thropy is severely limited in maximizing its social benefits
and in applying the creativity and imagination that is the

greatest asset the private sector has to provide.
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AMERICAN COUNCIL OF LEARNED SOCIETIES
800 THIRD AVENUE (AT 49TH - §OTH STREETS), NE\(; YORK, N. Y. 10022
CABLE ADDRESS: ACOLSOC NEWYORK T:LEPH0&£(212)888-1759

October 27, 1981

The Honorable Charles McC. Mathias, Jr.
358 Russell Senate Office Building
U.S. Senate

Washington, D.C. 20510

Dear Senator Mathias:

Thank you for your letter of October 21 concerning
S. 1035. My colleagues and I very much appreciate your concern
for the Humanities.

An aspect of the Bill which bothers me is that because
of the far greater public visibility of the Arts than of the
Humanities, the possibility of the taxpayer's choosing A or B or C
will result overwhelmingly in the choice of A. Thus I would prefer
only one choice, C. 1 grant you that my reasoning is completely
self-serving as a humanist.

Again, thank you.
Sincerely yours,
- /} .
O, Lok
R. M. Lumiansky =~ .

President
RML :bmh
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4804 Wellington Drive #206
Chevy Chase, Maryland 20015
November 3, 19qu ‘

e

The Honorable Charles McC. Mathias, Jr.
United States Senate

Room 358 Russell Bldg.

Washington, D. C. 20510

Dear Senator Mathias:

I am writing to applaud ycur action last
Friday, October 30th when you introduced S. 1035,
providing an income tax check-off for contributions
. to the National Endowment for the Arts and the

National Endowment for the Humanities.

The encouragement and facilitation of support
from the private sector has alwaye been an important
issue in maintaining this nation's cultural vitality.
It is even more crucial now, in view of decreasing
Federal support.

Keep up the good work.
Sincerely,

"%afj& .ATN

Elizabeth Stotler
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November 5, 1981

~ o Senator Charles Mathias
United States Senate
Washington, D.C. 20510

.- Dear Senator Mathias:
I applaud your foresight in bringing before

the Senate S. 1035. Any help I can be in
furthering its passage will be welcome by

me. . . ~
Best Regards,
(o dan 3 Sehoftran
— Franklin J. Schaffner
FJS/ae
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ARMAND 8. DEUTSCH
1901 AVENUE OF THE STARS
SUITK 1243 U
LOS ANOGELES, WMRNW' - -

(a19) B93.1814

\ November 2, 1981

Mr. Charles McC. Mathias, Jr. .
United States Senate
Washington, D. C, 20510 ~ -

Dear Senator Mathlias:

As a-member of the Presidential Task Force on the Arts
and Humanities, I would like to take this opportunity to
voice my heartfelt support for the Voluntary Contributions
for the Arts and Humanities bill S, 1035,

This bill would provide much needed financial help to
cultural and educational groups. I am most grateful tha
you have introduced it. It will certainly serve to stimulate
funding for the Endowments and broader citizen support for
the arts and humanities. "

Sincergly,

Armand S. Deutsch

asD/b
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1801 DEEPDALE DRIVE
FORT WORTH, TEXAS 76107

en
(8]

November 4, 1981 193 iy -

Honorable Charles-McC. Mathias, Jr.
United States Senate
Washington, D.C. 20510

Dear Sir:

I should like to voice my -support of S.1035, the Voluntary
Contribution for the Arts and Humanities Bill.

As a member of the Presidential Tax Force on the Arts and
Humanities I have studied similar proposals, and I feel that
voluntary individual contributions included in the income tax
form are an excellent way of increasing private sector support.

The only reservation the Task Force felt regarding this proposal

was the resistance the Treasu voiced in administering such a

$g11ectionv In principle, howéVer, I think this is an excellent
ea.

Sincerely,

N .,
A X b -

Anne H. Bass
(Mrs. Sid R. Bass)
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HEWLETT-PACKARD COMPANY
1801 PAGE MILL _ROAD
PALO ALTO, CALIFORNIA 94304

g

DAVID PACKARD
CHAIRMAN OF THE Boamo

- R November 3, 1981

The Honorable Charles McC. Mathias, Jr.

.—_— - - Yntted States Senator

United States Senate
Washington, D. C. 20510

Dear Senator Mathias:

- Thank you for your note of October 21st about your
proposed bill on Voluntary Contributions for the Arts and
Humanities, S. 1035.

In my participation on the President's Task Force

-on the Arts and -Humanities, I came to several conclusions .

which were generally in agreement with the final report of
the Task Force.

My first conclusion was that the endowments for
the humanities and the endowments for the arts have made a
useful contribution to our soctety and that they should be

continued. We discussed the question of whether and how

- much private support might be sought specifically for the
endowments. Among other_things I suggested the Government
might wish to consider matching grants for—individual commit-
ments to the endowments. 1 thought by this process it might
be possible to maintain funding levels near the historic
amounts with a substantially lower commitment from the Federal
Government. This recommendation was not adopted by the Task--
Force, but it was recommended that an approach along these
lines should be further explored by the reconstituted and re-
vitalized Federal committee.

.- _ There is one problem with the tax check-off for the
_ arts and humanities and that is how will you be able to keep
all the other worthwhile charitable activities from wanting
to have tax check-offs also. I believe a case can be made
- -=  ___that the arts and humanities are a very important activity in
the American society and are worthy of broad scale support.
Other than the possible problem that everyone else will want
a Federal check-off too, I think a check=off plan is worthy
of trial and would have my support.
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The Honorable Charles McC. Mathias, Jr. November 3, 1981
Page Two , .

-~

One detail, I am not sure it's desirable to require
the National endowments to transfer all of their funds to State
agencies. Rather, I would think it might be desirable for the
endowments to retains some of the funds for direct distribution
to national programs.

I do think it is wise to prohibit such contributions
to be used for administration expenses. - It is very difficult
to predict how much money will be raised by this check-off
system. I think it should be undertaken.for an initial period
for a year or so. If an adequate response is obtained, this
will justify its existence. If an adequate response is not
obtained, you could then consider the addition of Federatl
matching funds to the check-off amounts as an incentive for
increased response.

A1l in all, I think your Bill is a useful step to
encourage a broader interest and broader support for the arts
and humanities, and I hope it will be enacted.

Sincepély,

-~Ppavid Packard

DP/Ygk

e
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ApoLprH Coors Co.,
Golden, Colo., October 30, 1981.

Hon. CHARLES McC. MATHIAS, JR.,
U.S. Senator,
Washington, D.C.

DeAR SENATOR MATHIAS: Thank you for your letter asking for my comments in
regard to your Bill S. 1035. I believe it is an excellent idea, and I am in favor of the
general concept because it will allow those who are particularly interested in the
arts and humanities to contribute. I particularly like the thought that funds collect-
ed would be transferred directly to state art agencies and state voluntary councils. I
personally believe strongly that the majority of funds appropriated by Congress for
the arts and humanities should be passed on directly to state committees who are in
a much better position to evaluate the activities and the need, than are organiza-
tions in Washington, D.C.

I have a couple of comments in regard to the bill as it is now written. First of all,
it would seem that there might be considerable opposition to have a cutoff of this
nature for arts and humanities and not for other charities. Our Task Force dis-
cussed this matter in some detail and finally agreed that this was the case.

Secondly, although I might have missed it, somehow I don’t see any reference to
the actual amount of contribution that could be used against federal income tax
payments. .

n general it would appear to me that this would accomplish a good purpose in
voluntary replacement of cutbacks which are being asked for by our President.

Sincerely, .
y JosePH CoORs, President.

Paciric PALISADES, CALIF., October 29, 1981.

Hon. CHARLES McC. MATHIAS, JR.,
U.S. Senate,
Washington, D.C.

My DEAR SENATOR MATHIAS: I have just received the copy of your bill. It seems a
wonderful idea and a help in the difficult situation in which the Arts and Human-
itiete_ find themselves. It is true also that the Task Force recommended such a
motien. -

I will study it carefully and if I have any further reactions to it, I will let you
know immediately. In the meantime, thank you for being such a magnificent friend
of the Arts and Humanities.

Warmest good wishes, -
MARGO ALBERT.

WASHINGTON PROJECT FOR THE ARTS,
Washington, D.C., July 30, 1981.

Senator CHARLES McC. MATHIAS,
U.S. Senate,
Washington, D.C.

DEAR SENATOR MATHIAS: This letter is to support and encourage your efforts on
Bill S. 1035 J)roviding a voluntary contribution for the Arts and Humanities.

This could go a long way in establishing a support structure for the Arts in the
United States and would probably surpass the Endowment support which has
sustained American Artists over the past 15 years,

A Federal Income Tax check-off for American Culture would reassert the Federal
gvortemment’s aid and the new Republican Administration’s interest in American

ulture.

You have my full support.

Sincerely, :
"AL NobaL, Executive Director.

STATEMENT BY JOHN RUSSELL-W0OD, CHAIRMAN, MARYLAND COMMITTEE FOR THE
HuMANITIES

Mr. Chairman, members of the subcommittee, my name is John Russell-Wood. I
am Chairman of the Maryland Committee for the Humanities and a Professor of
History at The Johns Hopkins University. I am happy to comply with a written
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request from Senator Charles McC. Mathias, Jr. to submit testimony fo the Hearing
Record. I thank you for the opportunity to submit to the Senate Finance Subcom-
mittee on Taxation and Debt Management testimony on behalf of the Bill for
g’(?lilgstf)ry Contributions for the Arts and Humanities (S. 1035; hearing on October

May I open by summarizing the major points of the accompanying testimony:

That the humanities are part of our every aﬁ lives .

That the ideals they embody coincide with those ideals of democracy and republi-
canism which have n, and continue to be, guiding principles of Americans

That State Councils for the Humanities serve as catalysts for the public expres-
sion of shared' principles, values, and aspirations, and contribute to the better
understanding of ourselves and of the world in which we live :

That the Maryland experience reveals a quantitative and qualitative increase in
pr%iects funded fr the State.Committee for the Humanities

hat the Maryland experience finds close parallels across the nation ,

That cutbacks in federal support for the arts and humanities cannot be offset by
corporations or foundations

at over 80 percent of the charitable impulse is attributable to individuals and it
is to such individuals that S. 1035 is addressed

That the Economi¢ Recovery Tax Act of 1981 makes provision for ‘“above the line”
deductions on the federal tax return by individuals who do not itemize deductions

That S. 1035 does not deprive the U.S. Treasury of revenues

That precendents exist for support for the arts and humanities at federal, state,
and city levels of government .

That the elimination of the gifts-and-matching capability of State Humanities
Councils has reduced opportunities for federal/private matches

That the humanities are of the people, that the American public has achieved a
considerable level of sophistication in matters cultural, and has demonstrated a
willingness to support the arts and humanities

That S. 1035 facilitates the implementation of this charitable impulse expressed
by individuals . .

" That the custodianship of our inherited cultural heritage, its preservation, and it
legacy to future generations, is the civic responsibility of every American.

e humanities come in may shapes and forms. The arts are all around us,
utterly visible, audible, palpable. There is a perception or, rather, misperception
from which the humanities have suffered in America. There has been the popular
view that an essential prerequisite to be a humanist is a M.A. or a Ph. D. degree.
The belief prevails that there is an “in” language and that are formal initiation
rites into the club of the humanities. There has been the idea that there are social,
economic, or intellectual boundaries which divide the humanist from the rest of
society and that such boundaries cannot be crossed uniess specified and well-defined
requirements are met. There has been the feeling that the humanities are the
exclusive turf of the rich, of the well travelled, and of those with formal training in
institutions of higher education. In short, there has been the-perception that the
humanities are reserved for the elites. - :

In reality, nothing could be further from the truth. This realization has occurred
among the general Kublic, has been openly acknowledged, and has manifested -itself
in attendance at exhibitions and cultural events. And yet, scholars and administra-
tors in academe persist in agonizing over the best manner in which to “reach out”
with humanities programs for the public. While deans and professors tentatively
test the waters with pilot programs for out-of-school audiences, those selfsame
audiences have already demonstrated that common sense and ive individual--
ism which has characterized Americans and have already decided on those cultural
activities in which they wish to participate. In Maryland, attendance at public
gt}'lograms. funded by the Committee for the Humanities has increased dramatically.

e public has amply demonstrated how groundless are those fears by academics
that outreach programs in the humanities are too difficult for public consumption.
In short, there is no incompatibility between popular pro%rams for a public audi-
ence and a sophisticated treatment of recondite subjects. In some instance public
proirams in the humanities have served as catalysts for member of the out-of-school
adult public to re-enter the educational system or informally to continue the learn-
ing process. So-called “high culture” can be enjoyed, appreciated, and shared in by
the American public. In Maryland, projects as diverse as the Juan Ramon Jimenez
centennial, discussion of the meaning of freedom, a film-strip on native American in
the State, the Chesa e in the seventeenth century, symposia of the world of
Islam, the Jews in the age of Rembrandt, or a film and discussion series on the
American short story, have drawn SRO audiences. Attendance has known no bar--
riers of age, sex, religion, national origin, or occupation. The American public may
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not wish to engage in academic debate over the precise parameters of the human-
ities, but it is well aware and keenly sensitive to the fact that many cultural events
- provide education, entertainment and a contrasting or broader perspective on every-
day life. The public wishes to involve itself in such events. The present Bill provides
such accessibility. Mr. and Ms. America now have the means to translate a collec-
tive wish for self involvement into concrete financial support.

For the average person, there is no realization of how many everyday acts touch
on, or are guided by, the humanities. A perusal of Working, that remarkable mosaic
of American life by Studs Terkel, cannot fail to impress the perceptive reader with
the unconscious testimony of those interviewed as to the importance of the human-
ities in their lives. Indeed, examination of the “work ethic” itself demands a human-
ities perspective. We are not now speaking of humanities as defined by academic
disciplines, but humanities in the broadest sense: the nature of mankind; the
human existence; human values, goals, and priorities; concepts and inventions of
the human mind; the ever-present human dilemma. Often, engagement with the
humanities is reflected in a search for personal fulfillment, for meaning in daily
life, for collective expression of spiritual and intellectual union, for choices and
critical examination of options: the difference between self determination and tyran-
ny. There are more visible vehicles which manifest concern for the humanities:
pride of citizenship; preservation of the ideals of democracy; struggle for the princi-
ple of freedom of speech; custodianship of ideals of human equality and universal
suffrage. State humanities programs are the external manifestations of less tangible
and less measurable motivating forces which find expression in very diverse forms.
Issues of the 20th century are humanities issues. Let me present some examples.

The State of Maryland provides a case study. Over the last decade there has not
been merely a quantifiable increase in the numbers of proposals being made by the
citizens of the State to the Maryland Committee for the Humanities, but the quality
and sophistication of these proposals has increased markedly. Qur experience has
been that humanities scholars and community leaders have overcome those sup-
posed barriers which, according to some, exist between the academy and the man
and the woman in the street. Historically the teacher has fulfilled a civic as well as
an educational responsibility. Increased understanding between individuals and peo-
ples is quintessential to democratic government. This has resulted in greater mutual
understanding, reciprocity in the exchange of ideas, and recognition that common
goals can on fy be achieved by enhanced mutual understanding and even mutual

ependency if we are to survive as a society. Let me cite recent statistics which,
over a short period, illustrate dramatically a long-term trend. In the two years from
October 1, 1978-September 30, 1980, the Maryland Committee for the Humanities
awarded a total of 156 srants. In the twelve month period from October 1, 1980-
September 30, 1981, 112 grants have been awarded already. These raw figures
-conceal another dimension. First, a decrease in the sums granted has been offset by
a marked increase in smaller (below $1,200) grants. This may be understood to
reflect a greater awareness of the humanities on the part of non-institutionalized
and community groups, manifested particularly in programs celebrating an histori-
cal heritage or a way of life which is being eroded or threatened with extinction and
which the groups wish to record for future generations. Secondly, there has been
pronounced interest in grants financed from gifts-and-matching. By this I mean the
process by which a grantee raises funds, which are then matched through the
intercession of the Maryland Committee from U.S. Treasury funds. This inference is
irresistible that individuals, corporations, and foundations in the State of Maryland
are willing and ready to fund programs in the humanities.

There is also the human dimension to mere numbers. Recent figures are dramatic
and represent the climax of a trend apparent over a longer period. Alreadgchﬂl.
attendance at Maryland Committee sponsored events has soared. Between October
1, 1980 and May 1, 1981, no less than 45 newly funded activities occurred and these
attracted an in-person ‘audience of 10,316—an average of 229 individuals for each
event! In comparison, the Committee funded 864 activities between October 1, 1978
and September 30, 1980: overall attendance was 73,830, viz an average of 85 individ-
uals per event. And here it must be recalled that Maryland's gopulation density in
1978, measured in terms of people per square mile, was less than 200 for 15 of the
24 counties and the State-wide average was 419.6. In short, this is (with the excep-
tion of Baltimore) not a State with-large urban concentrations. And yet there was a

- 268 percent increase in attendance between October 1, 1980 and May 1, 1981! The
recipients of awards reveal a marked increase among minority groups. To take one
example: between 1978-80 a total of 13 grants was made to black m&‘f”; in
comparison, in the twelve months October 1, 1980—September 30, 1981, a total of-35
grants was made to black groups. .

Y
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The statistics I have cited are from the State of Maryland, but projects funded in
other states of the Union reveal a nationwide consensus in favor of public programs
and acknowledgment of shared concerns and issues which provide a common link
from the Chesapeake to Coos Bay. Our own photograghic history projects related to
the development of towns—‘“Then and Now: The Small Town in Cecil County,
Mary and’—finds echoes in the grant to the Oregon Repertory Theatre for “Our
Town—Eugene, Oregon.” The American heritage as preserved in photographs has
been central to the programs of historical societies throughout the nation. Such
societies have sought grants from State Humanities Councils in states as diverse as
Wyoming (“Photographic History of Sublette County,” Sublette County Historical
Society; “Wyoming: In the Eye of Man,” Buffalo Bill Historic Center, Cody) and

- Maryland (“Photographic Exhibit of the Works of Leo Beachy and Robert Shriver,”
Allegany County Historical Society). As guardians of the national heritage museums
have been the foci for presentation of the multifaceted dimensions of a community’s
past and the melding of social and economic factors. Waterways have been critical
to the economic and social development of Pennsylvania and Maryland: whereas in
the former the State Humanities Council responded b{y funding a program held at
the Canal Museum in Easton, Pennsylvania, entitled “Role of Canals in’ Economic,
Social, and Technical Development,” in the latter the Maryland Committee assisted
the Radcliffe Maritime Museum in the presentation of a program on “Maryland’s
Traditional Shipbuilders.” .

Freud noted that work bestowed on the worker a sense of community and of
})articipation in reality. The history of the labor movement has long provided food
or thought by Cprofeesionals.in humanities disciplines, in other words by outsiders
“looking in.” “Critiquing Contemporary America’ was the theme of the first annual
leadership seminar in Labor and Humanities held in September 1981 on the East-
ern Shore of Maryland. Two central theses emerged in the course of the seminar:
first, the development of leadership with a compassionate vision; second, the contra-
dictory nature of American values and character. That there has been an increased
consciousness on the part of organized labor of a humanistic dimension to their past
and present is well illustrated 3' Public Programs in Missouri (‘“Tradition of Crafts-
manship: United Brotherhood of Carpenters in Missouri, 1881-1981,” by the Missou-
ri State Council of Carpenters, St. Louis), Minnesota (“Range Labor Remembers a
Proud Heritage,” by Local 1938, United States Steel Workers, Virginia), and Mary-
land (“A New World from the Ashes of the Old: History and Vision of the Baltimore ~
Steelworkers,” by Locals 2609 and 2610, United States Steel Workers, Baltimore).

Ethnic groups and pride in ethnic achievements have characterized the history of
the United States and are no less present in our own age. They have been the
objects of scholarly scrutin¥l and cause for celebration by communities. Once again
State Humanities Councils have been very responsive to proposals, and the diversity
of such projects confirms the cultural unity of the nation. Funding by the Maryland
Committee of “A Greek Village in Baltimore” (Pandodecanesian Association of

~America) finds echoes in Texas (‘Moravia: A Czech Community in Texas,” organized
b{ the South West Alternative Media Project) and in Oregon where the Umverﬁty
of Oregon received a grant for a presentation entitled “Ukranians of Lane County.”

Programs reflecting a local interest are frequently found to have nationwide and
even universal appeal. For example, our own “Baltimore Voices,” a celebration of
Baltimore ethnic neighborhoods since the First World War and based on interviews,
has made over 200 presentations in Margle%nd to audiences representing all sectors
of the population. Presentations- have n in church hall, schools, community
centers, libraries, and even basements. Insensitive indeed would be the spectator
who failed to become an active participant in this dramatic recreation, jogged by
memories of his or her past and the realization that the hopes and fears retold by
steel- or mill-workers, by watermen, b refugeee, b{y blacks and by whites, by Jews
and Catholics and Protestants, were the selfsame fears and hopes of the universal
Everyman. That the message transcends Maryland and has wider appeal was amply
illustrated by the warm reception accorded to the program when presented at the
annual meeting of the Organization of American Historians in - Francisco in
1980. The scholars not only found the program entertaining and illustrative, but
era_nsed its intellectual integrity. There was a special performance of ‘“Baltimore

oices” at the National Meeting of State Humanities Programs in Indianapolis in
November_1980. A further presentation was to the National Conference of Mayors
in Seattle in 1980. Adapted for television and renamed “The New American Neigh-
borhood Road Show,” the Frogram was screened for the Congressional leadership
and received plaudits from lawmakers.

As is 80 often the case in d highly mobile society, celebration of the achievements
of an individual is shared by several states. That the Maryland Committee should
fund a program on Zora Neale Hurston, who was born and died in Florida, is indeed
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acknowlédgment of her associations with Morgan State University and Maryland
But no less is it recognition of her triumph over poverty and disillusion to become
an internationally acclaimed anthropologist and novelist and one of America's
outstanding folklorists. Similarhv, such was the stature of that great American poet
Langston Hughes that he should be recognized in an oral history pro?-am funded by
the Oregon Committee for the Humanities is entirely appropriate, although he was
a native son of Missouri, attended Lincoln University in Pennsylvania, and is best
known for incorporating dialect and jazz rhythms into his poetry which focussed on
blacks in urban America. N

The work of State Councils is not directed onl{; to the past, and to those disci-
plines narrowly associated with the humanities. The Councils fund programs which
deal with public policy issues, with the quality of life, attempt to-bring to
decisions a humanistic perspective which might otherwise’be ignored or subordinat-
ed to more powerful economic or (folitical pressures. Advances in high technology,
in the frontiers of medicine, and the impact of scientific breakthoughs on our
attitudes toward life and death, have presented scholars in the humanities with an
unparalleled opportunity to present their views in public forums. Scholars have
been forced to shoulder a moral responsibility to inform the American people.

- Programs funded by State Humanities Councils have addressed such issues and
provided forums for informed debate. Three examples will suffice to illustrate this
role of the State Committees: “Genetic Engineering—Marvel or Menance?”’ (Wyo-
ming); “Ethical ImElications of Patients’ Rights and Responsibilities” (Pennsylva-
?hida); ‘I‘Frg;ntier of Life: Genetic Engineering,” and “Ethics and the Professions”

aryland).

By now the point has been amply illustrated that pro%rams funded by State
Councils reflect not merely local and regional interests and concertis, but express
values, attitudes, and a collective culture which is shared throughtout the nation
.and which is the cultural glue which ensures unity in a diverse land. Recently, by
funding a proposal entitled, “The Potomac: American Reflections,” thé Maryland

-~ Committee was recognizing riot merely that this great river helped to shape a region
but, because of its historical associations and still-living folklore, was a “national”
river in the truest sense of the word. So too is it with State Humanities Programs.

The humanities have played a major role in American life. At times of loss of
beliefs, questioning of the national purpose, and when fear or apathy have replaced
hope and determination, historically %e;g le have turned to fiction. Naturally, the
reading of fiction can occur at many diftferent levels, but in general fiction 18 one
way of projecting a large image of self and can lead to greater understandingeelg'
individuals of themselves, of their values, and even of the national purpose. In ,

- literature may be the legitimization of the life of a nation, and provide an interpre-- -

tation of a national culture.- Fiction can take on different forms: prose, drama,

try. It may be the fiction of the clasics of American literature of the ““soaps.” But

it is apparent that ficitional characters may even havé bécome more important than
real people with whom we interact everyday. In Maryland the State Committee for
the Humanities has responded to this interest and need by funding proposals on
Ma7land writers, the. American Short Story, on Irish poetry, and on literature and
medicine. One disciﬁline of the humanities—literary criticism—can provide us with
the tools to study the power exerted over us by fiction and explain the craving for
such fiction and an understanding of those values which fictional characters may
transmit to us.

The humanities can also bring a historical dimension, a broader context, or a
more critical lens to bear on the decision-making process. Recent events in Iran -
have focussed_gttention on the importance of background information—be it reli-
gious, historical, political, economic, or cultural in nature. In a very difficult arena,
technical advances in medicine and surgery have thrown into sharpér prominence
ethical aspects of life-prolonging techniques, the moral responsibilities of medical
personnel, and the rights of the individual. DNA recombinant research and genetic
engineering have posed questions of an ethical and moral nature, questions for
which the appropriately-trained humanist can provide answers.

The arts and humanities in the nation, despite glowing praise for the Endow-
ments contained in the report-of the Presidential Task Force on the Arts and the
Humanities, are in a state of crisis. Budgets for the Endowments are being reduced.
This is at a time when funding for other programs is being cut back. In some
instances persons who would hitherto have submitted froposals to other funding
gfencwg will now redirect these proposals to the National Endowment for the

umanities. The proposed figures in the Reconciliation Bill represent a cutof about
20 percent from the 1981 level. Possibly such cuts will go deeper. Furthermore,
despite the historic federal commitment to the arts and the humanities, the harsh
reality must be faced that, if federal support is measured in terms of federal
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gppropriations per capita, the United States lags behind Australia, Great Britian,

nada, and France. A recent statement asserts that only .00017 percent of the 1982
Federal Budget will be devoted to the arts in America; this may be expressed as 53
cents per American.

Much has been made of statements by the administration that the private sector
will increase its contributions to nonprofit and voluntary organizations, thereby
offsetting anticirabed loss of federal support in 1982. In describing what she referred
to as the unrealistic expectations that the corporate sector or corporation-operated
foundations would pick up this slack resulting from proposed budget cuts, Anne
Klepper, a senior research associate for the Conference Board, drew an interesting
analogy. Attributed to her is-the statement: “Inevitably there will be a struggle to
survive among the nonprofits. It could be a Darwinian struggle.” There could indeed
be a struggle for survival from which the fittest would presumably emerge, but
what would be the cost of such a struggle to our cultural insitutions and to our
social fabric? There are compelling reasons not to risk such an engagement, but
rather to create and to strengthen those ties which will result in enhanced coopera-
tion, reciprocity, and mutual assistance between government and individual citizens.
Thi Billlbefore you is intended precisely to contribute to the accomplishment of
such goals. -
~Moreover, the proposition that the private sector will increase its contributions
has been widely challenged. A study by the Urban Institute in Washington, testimo-
ng before Congress by corporate executives, and a New York Times article (July 6,
1981) by Kathleen Telsch;~have repudiated this proposition. But such repudiation
has relied in large part on the assumption that corporate or foundation support was
synonymous with private sector support. This is far from being the case. uoted

statistics suggest that few corporations reach the ceiling of five percent of their

's

taxable income currently deductible by federal law for ¢haritable iwing. A Chemi-
cal Bank study of charitable contributions noted that, of the $47.74 billion in gifts to
nonprofit groups and voluntary organizations in 1980, a mere 5.34 percent derived
from the corporate sector. Furthermore, even the corporate sector’s pattern of
fiving is determined in part by the prevailing economy. Although contributions
rom corporations did increase substantially in 1978 and 1979, there was a marked
fall off in 1980 because of low profits. It is this unpredictability of funding—so
crucial indeed in terms of planning cultural events sometimes years in advance and
with the cooperation of many individuals and institutions—which would partly be
remedied by the proposed bill. .

That 1980 was the first year in American history that corporate philanthropy
exceeded foundaiton giving is no cause for celebration. For their part it has been
estimated that foudnation assets have decreased by 30 percent over the past 7 years,
a decrease attributable to inflation. But the vast bulk of the charitable impulse in
the nation—in excess of 80 percent—was attributable to individual citizens.

It is precisely to this majority that Bill S. 1035 is addressed. Namely to facilitate
the actual mechanism of philanthropy, to serve as a reminder to citizens_of their
cultural heritage and responsibility to future generations, to encourage giving by
those to whom it might not otherwise occur so to do, and to reaffirm in highly
visible form the federal commitment to the arts and the humanities. It was to
individuals in the frivate sector that President Reagan was appealing when he
referred on May 6, 1981, to “‘a plan to make better use of existing federal resources
and to increase the support for the arts and humanities by the private sector.” Bill
S. 1085 is a direct response to this presidential imperative. -

That individual citizens and potential contributors to private eleemosynary insti-
tutions and voluntary organizations, should be encouraged to give financial support
to colleges, universities, churches, museums, hospitals, and other nonprofit organiza-
tions in the 501 C-3 category such as State Programs for the Humanities, is in the
spirit of certain provisions of the Economic Recovery Tax Act of 1981, recently
a})proved by Congress. In this instance, at least (and there are counterindications
elsewhere), there is exemplified the administration’s declared purpose to encourage
participation b{ the private sector and by individuals. Hitherto taxpayers using the
short form could not make deductions for nonprofit organizations; this prerogative
was reserved for those itemizing deductions and using the “long form.” The new
Tax Act allows taxpayers who use the “short form” to receive credit for charitable
contributions. In 1982 such individuals will get a credit of $25 on the first $100 they

ive and by 1986 all such contributions will be credited. Because use of the “short
orm” is favored by those in middle and lower income groups, this “above the line”
deduction on the federal tax return constitutes tacit recognition that the charitable
impulse is not the exclusive domain of the wealthy or upper income groups, but is
shared equally by all Americans. This provision acknowledges widespread support
for voluntary organizations”and nonprofit institutions, that individuals wish to



88

participate by their contributions to the future well-being of such organizations and
nonprofit institutions and that the role to be played.by the smaller contributor is
critical to such well-being. By providing the mechanism for the making of such
contributions, the Congress has shown its responsiveness to such a climate of giving
and has continued to follow the principle of participation by all citizens in govern-
ment which is the cornerstone of democracy in America.

Some will say that the passing of S. 1035 will be tantamount to depriving the U.S.
Treasury of much-néeded revenues. This is spurious. Unlike the present provision
for a contribution to.presidental camgaigns, which does represent a loss of revenues,
the proposed Bill merely provides the vehicle—in the form of a check-off box on
individual federal income tax forms—for voluntary contributions. Such donations
would be over and above tax payments made by individuals, or would be a part or
all of a refund resulting from overpa'yment of taxes.

Far from creating a precedent, formal provision for support for the arts and
humanities has a long history at city, state, and federal levels. In the city of
Baltimore an ordinance requires that 1 percent of the construction costs of any city
building be a%plied for “ornamentation to relieve the dullness recently seen in
mani/ modern buildings.” At the federal level, buildings under GSA construction are
legislated to allocate half a percent of the construction cost for art works. In the
countries of western Europe, in Canada, and in several republics of Latin America
one to two percent of the total cost of public buildings is earmarked for works of art.
Historically, there is a longstanding tradition of federal commitment to the arts and
humanities. This has sometimes taken the form of Federal Charters: the American
Historical Association, the American Council of Learned Societies, the Corporation
for Public Broadcasting. The establishment of the National Endowments in 1965
was acceptance of responsibility—at the highest levels of government—for support
of the arts and the humanities. Continued Congressional support has consitituted
tacit acknowledﬁement of the important contribution of such cultural activities to
the nation’s well-being. From an initial authorization in 1965 or $5 million for the
two Endowments, the increase in congressional funding over the past 16 years has
been nothing less than dramatic. In 1980 it was $150 million for the National
Endowment for the Humanities alone. That the Endowments’ performance in dis-
charging their mandate has been nothing short of excellent was recognized in the
report of the presidential Task Force on the Arts and Humanities which, at the
same time, reaffirmed the responsibility of the federal government to maintain its
long-time support, encouragement, protection, and enhancement of cultural aétivi-
ties in the nation. L

The process by which States Humanities Councils have been funded has provided
for the generation at the local level of private or corporate financial support. This

ifts-and-matching cayi)ability has been critical to the success of the program in
inancial terms as well as in credibility. Few corporate funding officers will, without
a twinge of trepidation and without consultation, pass value judgements on the
merits of a humanities proposal. Their dilemma lies precisely in finding the most
%%propriate source for information which will assist them in reaching a decision.

e State Councils constitute such a soufce. In Maryland, the Committee comprises
26 voluntary members and includes presidents of colleges, a provost of a major
university, a former mayor, a city budget officer, professors of law, English, and
history, a journalist, a philosopher, a physician, a highschool headmaster, lawyers, a
director of television program-planning, a professional photographer, a retired busi-
ness executive, a museum director, and a curator at the National Museum of
American Art. This group has considerable expertise on a wide range of subjects
and can bestovw on a project that degree of legitimization essential for a corporate
funding officer to make a favorable recommendation to his board.

The gift-and-matching capability exemplifies to the full the success of the muliti-
plication factor, by which each federal dollar has generated $3, $4, or even $5 from
corporations, foundations, or idividuals in Maryland. This success is best described .
in res. In 1979 the gift&and-mawhi%caosgbﬂity of the Maryland Committee was
$150,000. By 1980 this had grown to $200,000. In 1981 this capability ended in the
manner formerly described namely, matching from U.S. Treasury funds, but the
Committee has set aside a substantial portion of its direct funds ($150,000) to be
allocated specifically for matching purposes. We are optimistic that our goals will be
reached, but would emﬁhasize that those corporations and individuals who match
such monies are those already familiar with specific pro{ects funded by the Commit-
tee. Inevitably, less ﬁpular or less publicized projects will find difficulty in generat.
ing such support. These difficulties might well be compounded in states such as
Oregon or Wyoming which have fewer industrialized u nuclei. The Bill before
you would bring to the attention of citizens-ih a direct manner the necessity of
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support for the arts and humanities by individuals and would thereby hopefully
ofiset to some degree the absence of potential corporate donors.

That there is genuine public support for the humanities and arts, and that
support is increasmg, receives confirmation from a series of polls by Louis Harris
for the arts. In 1975 people were asked if they would give $25.00 per annum. in
support of the arts: the majority (53 percent-41 percent) said no. A mere 5 years
later in July 1980 the results were reversed: 51 percent-45 percent were in tavor.
When polled on the lesser amount of $15 the spread in favor was more impressive,
namely 59 percent—39 percent. Such figures not merely reveal increased supﬁort,
but Sl:f est that this has spread from those in the higher income brackets to those
in middle income brackets. Should such a volition be translated into reality the
amount generated would be 20 times greater than the sum currently expended by
the National Endowment for the Arts. Of course, no reference is made to the
humanities, but the critical factor lies less in drawing boundaries—real or per-
ceived—between the arts and humanities, than in the fact that not merely are
citizens willing to support cultural activities but that already there has been an
across the board increase in giving to cultural activities. In short, there is a
genuine, proven, commitment on the part of the American public to the national
cultural scene, of which the humanities are an integral part. The Bill under discus-
sion (S. 1035) is a direct response in a formal manner to this public commitment,
exrressed by individuals from coast to coast. -

t is highly desirable that there should be such a formal check-off for the channel-
ing of this support for the arts and humanities. There are three very practical
reasons for this. The first concerns human nature. Many of us receive solicitations
of one sort or another, and regard the cause as worthy of our support. But how
often have we not placed such requests on one side, pending the bringing together
in one place of check book or money order, stamp, envelope, pen, and address of the
appropriate organization? Secondly, given the geographical vastness of America,
many peo]ple do not have the opportunity q%rsonally to attend cultural events which
they would nevertheless like to support. They may listen to an opera-on radio or
watch a television Rrogram and, if asked whether they would make a donation for
the pleasure they have received, would answer affirmatively. The purpose of the
Bill is to provide such persons with a convenient vehicle for their charitiable
impluse. Finally, although it has been estimated that, once fully implemented, the
new legislation may result in some $6 billion being received by nonfrofit organiza-
tions, it is_well to keep this in perspective. A high proportion will be applied to
religious organizations. In terms of support for the arts and humanities in 1981 this
has been projected at $3.8 billion, of which 18.2 percent will derive from the
cg;forate sector. It is very possible that the arts and humanities will receive little
real benefits from the new legislation. This face alone throws into stark perspective
theld%sgaféggy of making a formal provision for support by individuais as is the
goal of S. . B

Such a challenge to the arts and humanities comes at a time when, wherever we
turn, there is an upswing of pride, enthusiasm, sense of accomplishment, and
national pride in America. The successful launchings of the space shuttle, the
research achievements recognized this year by the garnering of Nobel prizes in
medicine, economics, physics, and chemistry by six Americans are but the most
visible aspects of this collective mood. There is a“shared sense of purpose between
leaders, be they political or cultural, and the American citizenry. But there are
tough decisions to be made by all Americans. There is the temptation to view
options in polar terms, namely bread or roses, the arts or daycare centers, the
humanities or foodstamps. Some would see the humanities as merely frivolous
distractions from the harsh realities of everyday existence. This is to ignore the fact
that the humanities may indeed on occasion entertain, but that their prime fune-
tion is precisely to teach the citizenry and its leaders how to arrive at the best
decisions and thus enhance their abilities to cope with adversity and to survive.

The Chinese civilization has the longest documented record of the world’s civiliza-
tions, dating back to the Shang dynasty (c. 1523-1027 B.C.). The writings of Confu-
cius, Lao-Tze, and Mencius, the foundation of Chinese education, precede the birth
of Christ as to do the Five Classics and archeological evidence of that classical age
of China which was represented %\; the Chou dynasty. The Great Wall of
dates from the third century B.C. The Han dynasty witnessed widespread use of the
writing brush and paper and ink, the nning of the manufacture of porcelain,
editing of classic texts, and'compi’lation of the first dictionary. And all this before™
the birth of Christ and yet the imprint remains as strong and irradicable today as it
did in the first millenium. Can we permit the signature of American Civilization to
be written aer:ﬁaleas permanently, in sand, easily blurred and scracely legible except
for the immediate present, only to become victim of distortion and ultimate oblitera-

~
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tion? Or shall we be the guardians of this young nation’s past, the vigilant custo-
dians of its present cultural manifestations which will be onr legacy to future
generations not only of Americans but to civilization?

HARVARD MEDICAL SCHOOL,
MASSACHUSETTS GENERAL HOSPITAL,
Boston, Mass., October 28, 1981.

Senator Bos PAckwooD,
Washington, D.C.

DeAR SENATOR Packwoob: As a physician specializing ingiports Medicine and a
member of the United States Olympic Council on Sports Medicine, I would like to
express my support of Senate Bill S. 15695 and House Bill H.R. 4454 “United States
Olf'mpic Development Fund Checkoff Act of 1981"".

would recommend, however, that you omit the section dealing with control by
the President’s Council on Physical Fitness and Sports with respect to expenditure
(H.R. 4454, page 8, line 17 through 23 and all of page 4 and S. 1595, page 3, line 15
to end). Instead of making the United Sates Olympic Committee dependent on the
President’s Council, a small up of appointed officials, I would recommend an
audit and independent financial review to make sure that funds are being spent
roperly. Furthermore, putting the President’s Council on Physical Fitness and
ports as the controlling organization over the Olympic Committee would conflict
with the Amateur Sports Act of 1978.

Thank you for your consideration of my recommendations.

Very truly yours,
. BERTRAM ZARINS, M.D.

U.S. SK1 ASSOCIATION,
Washington, D.C., November 13, 1981.

Hon. RoBERT PACKWOOD,
Senate Office Building,
Washington, D.C.

DEAR SENATOR Packwoon: The United States Ski Association, which is a member-
ship organization of individual skiers, and the national governing body for skiing,
respectfully urges your co-sponsorship and active support for S. 1595, the proposed
Olympic Fund Checkoff legisiation, which would allow private individuals to donate
funds through a checkoff provision on their income tax returns. These funds would
be in addition to their tax liability, and no government expense will be necessitated.

The U.S. Olympic Team is a splendid exaemdple of the merit of athletic competi-
tion. These young people spend years in dedicated training to prepare them to
compete in the name of their Country for the ultimate in athletic achievement.
They give Bfrenormous amount of personal commitment in their efforts to attain
athletic excellence. The above-mentioned legislation would enable private citizens to
conveniently provide the necessary financial support needed to assist the U.S.
Olympic Team in maintaining needed training facilities and other related expenses.

Our Olympic athletes, including the U.S. Ski Team, have given much to the
United States. We hope you will join us in our quest for this worthwhile method of
oth?.imng private financing for the fine athletes who compete so selflessly for this

ation,

Very truly yours, -
NANCY INGALSBEE,
Director of Public Affairs.

U.S. BASEBALL FEDERATION,
Greenville, Ill., November 9, 1981

Senator BoB PACKwoOD,
1321 Dirksen Senate Office Building,
Washington, D.C. .

DEAR SENATOR PACkwooD: 1 am writing to you to express a special concern | have
as president of the United States Baseball Federation concerning Senate Bill S. 15696
entitled, “The United States Olympic Development Fund Checkoff Act of 1981”
which has been introduced by Senators Inouye and Stevens.

It has been my personal privilege to act as the president of the United States
Baseball Federal since congress passed the 1978 Amateur Sports Act, Which gave to

-

.
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the United States Olympic Committee the right to govern all the amateur athletics
in our country. I have been amazed at the increased services that have been
¥rovided by the USOC during this period of time, and I know I can speak strongly
or the sport of baseball in reporting the actions of the USOC have been greatly
intrumental in strengthening amateur baseball in the U.S.A,, as well as around the
world. Because of the increased finances which have come to the USOC, they have
b‘?en able to turn around and give more money back to us to use in the development
of our sport. -

Let me cite two examples that are the direct results of the USOC assistance to
amateur baseball.

1. This past summer in the Intercontinental Cup Games in Edmonton, Alberta,
Canada the U.S.A. baseball team defeated the Cuban National Baseball Team in the
finals of the eight nation tournament. This is the first time that Cuba has failed to
win an international tournament in which they have competed since 1972. The
increased improvement and development of our team this past summer was very
closely tied into funding provided for us in part by the USOC. This very outstanding
event for olir country would not have occurred without their help.

2. The U.S.A. has been able to take a very active leadership role in world baseball
because of the financial assistance that the USOC has given us during the past four
_years. to take an active participating role in the affairs of our organization. This
started in 1978-and the International Association of Amateur Baseball immediately
began to be positively influenced by the presence of at least three of our members at
each of the international meetings..

This summer I was honored to be elected president of the International Associ-
‘ation of Amateur Baseball and at the same.time our Executive Director, Mr. Dick
Case was given the chairmanship of our Youth Committee. Mr. Danny Litwhiler,
our International Commissioner was added to the Technical Committee of AINBA,
Mr. Hal Smeltzly was appointed the Administrative Assistant to the President of
AINBA, and Mr. Rod eaux was appointed to both the Olympic Committee and
the Funding Committee of this organization. Five years ago there was only one

rson from our country involved in any way in the international association.

ause of the U.S.A. being able to become more actively involved, baseball has now
become a demonstration sport in the 1984 Olympic Games, and we are on the brink
of seeing baseball become a fully accepted Olympic sport.

I have said all of the above to let you know that the USOC is very discreetly and
wisely using the funds that are coming to them to assist amateur sports. Together
we have just begun to scratch the surface of potential that our country can give, not
only to the develoKment“and help of young people within 6ur own country, but to
the entire world through sports. I was a member of the USOC that took the very
difficult, but necessary stand to boycott the Olympics in Moscow in 1980. While
history is yet to show whether or not these actions were wise, at least we stood firm
behind what we felt were the wishes of our president and our congress.

I hope that at this time you as a member of the Committee on Finance will work
very hard to assist the USOC in this Senate Bill which could improvise some
significant funds to assist amateur athletics in the years to come. Thanks for taking
the time to hear my aguments and if other information could be provided, I woul
be hapgy to do so.

incerely,
RoBERT E, SMITH, President.

NATIONAL SocCiETY OF PROFESSIONAL ENGINEERS,
Washington, D.C., November 9, 1981.

Hon. Bos PAckwooD,
Chairman, Committee on Finance, Subcommittee on Taxation and Debt Manage-
ment, U.S. Senate, Washington, D.C.

DEAR SENATOR PACKWOOD: 'I‘estimogfa provided for the Subcommittee on Taxation
and Debt Management on S. 1081 by Ms. Brenda R. Viehe-Naess quoted W. J. (Jack)
McKee, Jr., of our staff as “being optimistic” about the future of the professional
liability situation as it relates to engineers. The statement was included in an
article which appeared in Building and Design magazine.

It should be noted that the statement reflected optimism in a comparative sense
over a period of 11 years. It was simply a commentary on the fact that for the first
time during that period of time coverage rates had not been increased and that the
leveling off was certainly a Poeitive fact.

Unfortunately, the situation did not remain stagnant. A few months later, when
actuarial data from prior years had matured, several negatives became apparent.
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First. the fmucnc{ of claims took a decided jump—that is the number of claims
filed rrr o*nr per 100 insured firms. At the same time, as might be expected, the
seve l;hmc’lolms also rose substantially—that is the leve) of claimed indemnity per
claim. two {actors led to an increase in insurance rates for the 1981-82 year
of approximately 8.1 t across the board. Since the p is administered on
a state by state (and in some instances ons within states) the level of
increase varies. The highest rate increase was 15.4 percent (10 states). Eighteen
states, including the of Columbia, experienced no increase.

Conjecture would seem to su & contention that the economic state of the
construction industry is probably the major cause of this most recent jump. The
volatility of the development-construction businees-industry would seem to portend
even further increases as the pressures for ‘‘funding sources” continues to grow.

Our’optimism, as the insurance rate, was based on recent aﬂ experience. As
such it, too, is subject to redefinition. | ask that this letter included in the
Committee's hearing record on 8. 1081.

Sincerely,
Hersxrr G. KoocLg, P.E,,
Legislative and Government Affairs Committee.

UniteD STATES ASSOCIATION YOR BLIND ATHLETES,
Macomb, Ill., November 18, 1981.

Senator Bos Pacxwoob
1321 Dirksen Senate Office Building,
Washington, D.C.

Dzar SeNaTOR Packwoobn: 1 am writing to indicate my support for S. 1695; at
least for the concept of funding support that it would establish for amateur athletic
p within the jurisdiction of the United States Olympic Committee and the

National Governing Bodies.

However, 1 believe strongly that Section 3(c) needs to be modified, not only to
reflect that these funds should be available for the program development of the .
handicapped in sports but also at what level. In this regard 1 would enlist your
earnest adaption of the following amended change to Section 3(c)):

“The United States Olympic Committee shall . . . of amateur athletes, includigg
the handicapped, in the United States. At least twenty percent of all genera
funds shall be designated as Olympic Development funds for those National Organi-
zations holding Group E status with the U . Such funds . . . limitation.” -

What better wag@to show the 35-37 million handicag)ped people of our great
nation that the 1981 International Year of Disabled Persons has left a legacy
equally as important as those developed for the able-bodied.

1 know that you, the members of the Committee on Finance and all members of
Congress want to be consistently fair to all Americans, includin%the handicapped.
Thus I know | can count upon your support in makira a good bill even stronger.

I shall look forward to your reply and support in the future.

Sincerely yours,
Davip P. BEavER, Ep. D,
Vice president and chairman, SDC.

THE NATIONAL COLLEGIATE ATHLETIC ASSOCIATION,
Mi.ssion, Kans., December 3, 1981.

Hon. Rosert J. DoLe,
Senate Committee on Finance,
Washington, D.C.

Dear Bos: This letter sets forth the comments of the National Collegiate Athletic
Association (NCAA) on 8. 1595, by which provision is proposed to be made for
deoisnation of income tax payments to the “United States Olympic Development
Fund'" (the Fund).

The NCAA is an association of more than 750 four-year colleges and universities
dedicated to the promotion and administration of intercollegiate athletics for young
men and women. The Association is a “Group B” member of the United States
Olympic Committee (USOC)—the organization designated by the bill as the recipi-
ent of the proposed fund.

We believe that the Senate would be ill-advised to pase S. 1695 under present
circumstances. Specifically, we believe that the USOC—an organization avowedly
subject to the mandate of private international sports bodies which are located
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abroad and are not accountable under U.S. law—is not a proper candidate for the
valuable and ﬁreferential treatment proposed to be accorded under this bill.

The USOC has been chartered by the Congress principally to serve as the nation-
al coordinating authority for activity directly related to international sports compe-
tition, to represent the U.S. in relations with the International Olympic Committee
(I0C), and to operate and control U.S. remsentation in the Olympic Games.! As ]
believe you know the I0C is a private body of individuals, who elect their own
successors and who are not resgg\éible to any government or international Isolitical
entity for their actions. The U is recognized by the IOC as the I0C’'s National
Olympic Committee in the United States.wﬂhy virtue of its acceptance of such
recognition, the USOC has expressly subjected itself to the provisions of the 10C
“Olgm ic Charter,” which in pertinent Sart provides that the “IOC is the final
authority on all questions concerning the Olympic Movement.”

Internal voting control over the USOC's affairs is held by the USOC’s “Group A"
members, which consist of the U.S. members (‘“national governing bodies”) of the
various private international sports federations, headquartered abroad. These feder-
ations control the various sports on the calendars of the Olympic and Pan American
Games. On a sport-by-sport basis, the relationship between the U.S. national govern-
ing bodies and their respective international sports federations is not materiallﬂ
different from the relationship between the USOC and the IOC; that is, eac
national governing body accepts the supreme authority of its national federation,

Just as it recognizes one National Olympic Committee for each country, the 10C
recognizes one international sports federation for each sport; the international
federations, like the National Olympic Committees, each must accept the I0C’s
“supremacy” on all matters relating to the Olympic Movement.

control over the USOC's activities is thus assured bg two distinct but related
means: First, the USOC as an IOC-recognized National Olympic Committee must
accept I0C supremacy; second, voting control in the USOC is held by the various
U.S. national governing bodies which in turn are members of the several IOC-

ized international federations. In this respect, the USOC is no different from
all other National Olympic Committees around the world: All are subject to the
I0C’s “supreme” control.

For practical purposes, the IOC thus enjoys a de facto monoroly over the ograni-
zational instrumentalities of international amateur sport. And in the same practical
terms, this monopoly extends not only to the Olympic Games and national qualify-
ing events therefor, but to all international amateur athletic competition. The
pervasiveness of the I0C’s monopoky exists, in the last analysis, because of the
popularity of the Olympic Games and the IOC's power to declare athletes eligible or
meligible to compete therein: Since aspirants to the Games do not wish to risk their
eligiblity to compete, they are forced to accept the “international order” of sport
control through the I0C-recognized National Olympic Committees, international
federations and national governing bodies. Under this structure, these bodies can,
and do, control virtually all competition in which athletes representing more than
one nation are involved.? Properly understood, therefore, the IOC’s monopoly over
the “Olympic Movement” means a monopoly over all international events.

This state of affairs has been a source of major controversy in this country for
many years. The situation was characterized in 1974 report of the Senate Commit-
tee on Commerce as follows:

“. .. (Tlhe [national governing bodies] are not responsive to public criticism,
because their source of authority and power lies in their recognition by private
international organizations, which are beyond the influence of the American people
and the Congress.” S.REP 93-850 (93rd Cong. 2d. Sess.), May 15, 1974.

In 1978, following comprehensive study of the matter by a Presidential commis-.
sion, the Congress finally determined to take action in the matter and passed the
Amateur Sports Act of 1978. The effect of the Act was to rewrite the USOC’s
Congressional charter in order to define in more specific terms the powers of the
U in this country and to {)lace substantial limitations upon the structure and
rights of the USOC’s controlling members—the national Foveming bodies. The
ultimate method contemplated by the Act for enforcement of its terms was manda-

1 'l(‘}he USOC is also given similar responsibilities or powers with reference to the Pan Ameri-
can Games.

1 A recent example of the reluctance of athletes to challenge the international *order” can be
found in the controversy com:eminf1 prize money in the New York Marathon. In general Ion§~
distance runners may not, under the rules of the international federation for track and field,
accept prize money. Those participants in the marathon who aspired to the 1984 Olympic Games
were careful not to admit the receipt of prize money, just as the representatives of the national
governing body organizing the event would not acknowledge the giving of such prizes.
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tort'y and binding arbitration under the auspices of the American Arbitration Associ-
ation. -

To date, there has occurred only one arbitration proceeding of the type contem-

lated by the Act—the 1978 arbitration in which the United States Wreatliv

ederation (USWF) sought to replace the Wrestling Division of the AAU (WD/AAU)
as the national governing body for the sport of wrestling, on the grounds that the

USWF was better qualified under the Us&deﬂned standards to act as the national
governing body than was the WD/AAU. Following a protracted and expensive
arbitration proceeding before three independent arbitrators, the USWF won a
unanimous arbitration award declaring its eligibility to become the national govern.
ing body in wrestling, in place of the incumbent WD/AAU. The award was subse-
quentby confirmed in the Federal courts.

To date, the WD/AAU (the arbitration loser) and the USOC (the creator of the
arbitration procedures and standards), hiding behind the “supremacy” of the 10C
charter and the International Wrestling Federation, have succeeded in totally frus-
trating the arbitrators’ award. Indeed, the I0OC through its counselor has not taken
the formal position that the Amateur Sports Act of 1978—which clearly contem-
plates final determination through arbitration in this country of the right to act as
a national dgoverning body—is in violation of the “supremacy clause’” of the I0C
charter, and must be changed to acknowledge the I0C's supremacy.

In short, the Congress and and the American people have been told once again
(through the sport of wrestling) that private sports bodies abroad will determine
how the U.S. is to be represented in the international sports order, rather than our
own national institutions. For its part, the USOC—controlled as it is by the IOC and
by the United States agents of the iOO-recognized international federations—has
mﬂ?e no more than a cosmetic effort to stand up to this subversion of Congressional
will.

Against this backdrop, it is remarkable that the USOC would seek from the
Congress a treatment for its fund-raising activities enjoyed by no other “charitable”
undertaking in the United States. One would ordinarily think that a prerequisite to
use of the Federal government as a fiscal agent and fund-raiser might properly be a
willingness to recognize the preeminance of the Federally mandated methods for
determination of the structure of the enterprise for which such Federal assistance is
sought. Not so, apparently, in the case of the USOC.

e also question whether, even in the specific context of amateur athletic activi-
ties, Federa) fiscal support for “elite’ athletes is appropriate at a time when funds
for basic physical education and recreation activities—to be participated in by
literally millions of young people—are becoming increasingly unavailable. If the
Congress truly wishes to assist amateur athletics and recreation through the tax
check off method, then we suggest that the American people might be better served
by facilitating contributions to our nation’s primary and secondary
schools—which today are being forced radically to curtail their sports programs due
to lack of available funds. .

We thus urge and the members of your committee to reject this ill-advised plece
of fpro legislation. If the Congress desires to assist amateur seorts through such
a funding device, then careful safeguards should be drawn to make certain that the
money generated is used for the benefit of the nation’s you‘:g prospective competi-
tors (boys and girls), as orposed to internationally orien and internationally
controlled organizations which are primarily concerned with the elite athlete.

Wse lrseggxest that a copy of this letter be included in the record of hearings
on S. .

Cordially yours,
WALTER BYERS.



