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EXECUTIVE SESSION

FRIDAY, SEPTEMBER 24, 1982

U.S. SENATE

COMMITTEE ON FINANCE

WASHINGTON, D.C.

The committee met, pursuant to noti

in the Senate Finance Hearing Room, Dirksen

BuiLding, Senator Bob Dote Cchairman of the

pre

ce, at

Senate

commit t

1:00 P.M.,

Of f ice

ee)

siding.

Grasstey

and Brad

Present:. Senators Dote, Byrd, Packwood, Symms,

, Boren,. Chafee, Heinz, Mat sunaga, Moynihan, Baucus,

Ley.
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tax extended the energy tax credit for certain credits where

there is a commitment made by 1982 and there are engineering

studies made. As drafted, the windfaLl profits tax required

that the taxpayer make the engineering studies, the

feasibility studies. This would cLarify that it does not

need to be the taxpayer; it can be someone eLse as tong

as those studies have been made by the date. This is basicaL

a clarifying change to that effective date for the provision

in the windfall profits tax.
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appropriate on this bill, we

am not certain what it was.

What was that.

Mr. De Arment. if

thing, I think what Senator

provision which would permit

impart Licenses on certain p

Licenses issued by foreign c

exported to this country.

The Chairman. That
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obLigations that the European countries might undertake

if.-the negotiations were successfuL, so it wouLd be a

change from --

The Chairman. It would not be a technicaL amendlm

in any event on the tax bitt.

Mr. Lang. No.

The Chairman. I understand Commerce supports it

and USDR opposes it. Is that correct.

Mr. Gingrich. It is our understanding that USDR

has asked for a moratorium to study it. They do not suppo

it at this point.

The Chairman. In any event, I hope we might repo

out the TechnicaL Corrections Act. Mr. McConagy could go

into great dletail. However, the Joint Tax Committee, memb

of our staff, and the Ways and Means staff have been worki

on it for how tong?

Mr. McConaghy-. About a year and a half.

The Chairman. About a year and a half. It is

rather important to hundreds of thousands of taxpayers

throughout the country because the technical changes shout

be made. We have tried to restrict any additional amendme

to those which are purely technical in nature. I thihnk we

have conformed to that in every instance.

I would Like to su ggest that we report the Techni

Corrections Act, although we are stiLl short a few members

R_____R* 0-

0
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Mr. McConaghy. That is correct, Senator Packwood.

Senator Packwood. In alt fairness to them, it is

an extraordinarily onerous tax burden on them when they

cannot ctaim credit for the investments they made. I think

we ought to pass the bill again. We have done it before in

this committee. The House has passed it twice. Therefore,

I would move that we send it out, at Least get it to the

CaLendar in the hope that we can pass it next week..
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least get it to the floor.

I have been asked by Senator Heinz not even to take

it up. Of course, Iram not certain he can oppose taking it

up, but Senator Roth has indicated objection to consideration

of the measute at this time. I guess he wanted time to

review it primarily. He has not had an opportunity to do

that.

Senator Packwood. As our Leader, Senator Baker,

said, at some stage you h'ave to m ove. Ilam perfectly willing

to put it to a vote and have them vote against it, and

have them vote against it on the floor if we can get it up.

~Considering this is not a new subject and that we

passed it two years ago, the House has passed it twice and

we have had hearings, I do not think we shouLd delay simply

because they do not want it.

The Chairman. If we get three more members, I am

inclined to agree that we certainly have a right to have a

vote on it. Senator Heinz' staff is here.

Is Senator Heinz in town?

Staff Person. I have called him.

(Off the record.)

The Chairman. Are there other measures?

Senator Symms. Mr. Chairman, I have one which I

would Love to have the committee move up so that you could

call it up at any time on the fLoor within the next month or



R-0-
PAGE NO. 1 3

so white th~

Thi

fund whichI

Stafford, Mr

Thi

highway trus

fact that if

money is not

year to our

going to hay

Byrd amendme

We

in the PubLi

the highway

the entire ci

hopefully th,

highway trus'

I t

we extend th-

e xpi re s. II

Let the chair

amendment on

The

session is st

is the'simple

s been introdu

..Randolph, and Mr

is provides a simpbi

;t fund. I think wE

the trust fund is

*going to be abLe& 1

States out of the t

e a dramatic change

nt goes into effect

have had four days

c Works Committee w

program. Next year

ost aLLo

ere w il l

t f und.

is essen

is trust

:hink we

,man tak,

some bi

Cha i rmai

cati

be

on

a n

iLL in pLace.

extension of the

ced as S. 2932 by

highway

myse Lf,

* Bentsen.

eone-year extension

?should all be awar

not extended, then

:o be given as it wa

:rust fund, because

on the formuLas whi

on it.

of hearings on the

ith regard to revenL

we are going to be

system IL

increase

egisLati

in the

ye

r e

tiaL for every State in t

fund before this session

ought to pass this by it

e it to the fLoor and cat.

11 that is going to pass.

,. Have you had a chance

0

e

h i

S

i t

Ly, and

venues t

he Union

of Cong

self and

to study the

trust

Mr.

f the

of the

ghway

l as t

is

the

) j ec t

; f or

wview ing9

:o the

that

ress

then

trust biLL?

Mr.Mc~nagy. Yes, Mr. Chairman, we have. We have

Sul

je!

r c

then

as 

an

Mr. McConaghy.



R 0-

@ 1

2

. ~~~3

4

.5

6

7

8

9

1 0

1 1

O 1 2

1 3

1 4

15

16

17

18

19

20

. 21
22

23

24

25

PAGE NO. 14

not Looked at that specific draft. I think it is a simple

one-year extension, as I understand it. We have not Looked

at the Language of the draft.

Senator Symums. Can you give him a copy?

Mr. McConaghy. It is my understandipg that a

simi tar provision was reported out of the Ways and Means

Committee. It does go further than just a simple extension.

The issue there which was raised is presently being discussed

in the Rules Committee, and that is whether the taxes

themselves should be put in the Internal Revenue Code. There

was some objection as to whether the taxes shouLd be put in

the Internal Revenue Code, whether the trust fund itself

should be put in the Internal Revenue Code. That would have

some implications as far as jurisdiction is concerned.

The Public Works Committee objected to exactly how

the Ways and Means Committee had reported it out because they

felt that Limited the purposes and amounts then that the Publ

Works would appropriate.

I understand they are close to a resolution of

that issue in the Rules Committee. If they do reach a

resolution, I guess the question is, Would you-want to put the

trust fund in the Internal Revenue Code under the same

circumstances. I do not know whether or not they have done

that yet.

mne Lhairman. Can We just report out the Symms
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it out

before
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The Chairman. Yes.
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That is the objection to reporting

j)iLL. It could never become law.

it as soon as you sent it over to

Alternatively, you could report

repor te
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C

i

whatever

another

amendmen

I and give the cha

ate vehicle, whic

The Chairmaii. T

Senator Symms.

Mr. Lighthizer.

other bill you r

bill today.

The Chairman. Li

t without putting
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hat w
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ht with me.

t an amendment to
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f irst

11L.

-- agree to the

amendment

Senator Matsunaga.

would be 'to the Hi
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understand it,

Revenue Act of
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section.

two-year

taxicabs.

Mr. McConaghy. It

Senator Matsunaga.

They have approved

extension of refund

wouLd be a

The House

it, sectic

of taxes a

one-year extension.

also had'another

,n 504, which is a

,n fuels used in

Unless that is extended, it wilt expire the end

this year.

I wouLd move that we accept

The House already has acted on it.

Senator Symms. I am not fa

I do not know anything about it.

Senator Matsunaga. It is j

two-year extension.

Mr. Champoton. I am'not

reported

is that

getting

unlike t

out. The admi

credit for taxi

The Chairman.

Senator Matsur

Mr. Charnpoton

Senator Matsun

the exemptions

he buses. Iti

Mr. Champoton.

sir. As I remember, that

exemption was Provided on

that amendment

miLiar wsith the

aLsb.

amendment.

ust an extension, a

sure how that was

nistration did object to the extens

cabs?

I think it is an exemption.

iaga. Yes.

We did object.

'aga. What has happened, they are

but they need to file for a refund,

s a mere extension.

An extension of current Law, yes,

credit was provided

an energy conservat

,or the

ion theme,

of

ion.

and
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we objected to an extension of it.

Senator Symms. If I might say someth

Treasury, why would it not be a good idea just

it this year? When we go over this whaLe cost

study next year, then we could --.

the

f or

as t

Mr.

idea,' as

taxicabs,

hat --

Sena

now going on

Mr .

Longstanding

extended once

Champoton.

I remember

showing an

tor Symms.

in present

C hamp oton -

in present

in 1980 fo

ing

t o

a

This reduces the funds

it, was that somehow an

energy savings or some

I t

law.

I t

Law.
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to

extend

Location

because
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theory su

is only an extension of what

Is that right?

wouLd now expire. It is not

It was enacted in 1978 and

0 more years.

The Chairman. I wonder wheth

if it is all right with the Senator fr

make it in accordance with the one-yea

to one year.

Senator Matsunaga. ALL right

Senator Symms. Then next yea

whole thing.

Senator Matsunaga. One year?

a one-year extension.

The Chairman. I am not certa

it on any House-passed bill, in any ev

er we miE

om Hawaii

r extensi

r we can

I w i ll

in we

ent.

c h

i s

jht suggest,

, that we

on, Limit it

go through the

accept that,

are going to

I ami willing

get
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try. I think it is something which no one objects to.

However, if we get it too complicated, it may not get out

of the committee.

Senator Matsunaga. Fine. I wilt accept that.

The Chairman. Without objection, we wiLt do that.

I~wondler if we might come back -

Senator Moynihan. Mr. Chairman, I am sorry to be

parochial, but there is one place in the United States

where this exemption does not obtain, New York City, because

of a technical advice memorandum of the IRS. We have most

of the taxicabs in the country and they are alt at

LaGuardia.
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I wonder whet
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I wonder whet
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The Chairman.

going up there a Lot.
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met by Limousines, Mr.

Mr. McConaghy
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city and

ouraged

you to i
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It is
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one year we
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alt right wi

I thought you we

rman.

Chairman, under

have

to share

red to do
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couLd includle

ng about the matter.

th me. I wilt be

re unusually

e xi st in g Law,

25in order to get the exemption, the qualified taxicab services,25
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ride-sharing cannot be prohibited by Law or by company

policy. If it is prohibited, then the exemption is not

permitted.

year,

comes.

*1i
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he
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Senator Moynihan.

then we can hear out
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next
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e can
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to the fund with respect to New

d come out.

Maybe somebody here knows.

Mark, do you know?

Mr. McConaghy. No, I do n

I f

the

we could be includled for one

whoLe subject when the time

We are objecting

he entire-purpose

t o

of

the
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irman. The ride-share was
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We d6 encourage it. It is

ience require it.

concerrV I have is that if

tart putting in everybody i

step is going to be anybod:
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what
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the implications
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I sure do not know.
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That is

at some

Commi tt

of that

New Yor

one they inc

point on the

ee Looked at t
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The Chairman

k wiLL Let us

Senator Moyn

The Chairman

Senator Symm
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amendment, a

something on
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We now have a
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Committee s

both sides
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technical c
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in the past
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uded which they wanted to rexamine

House side. When the Ways and Means
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* I wonder whether the gentleman from

get estimates and try to work it out.

ihan. I would be happy to do that.

* Is tha~t all right?

s . Yes.

Chairman. If w

one-year extens

New York City.
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y amen

orrect
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succe
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Like now
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e take Senator Matsunaga's
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thousands and th*

wiLt take it if I

amendments.
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Least I feel it

we drafted that

that a taxpayer
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We believe the
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ink the staff is

transition rules

would be useful

transition

.undertaking

Ld not attempt

nt tax credit that we were making

Senator from Kansas k

told that this markup

s down at the Navy De
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irman. Let me say th
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h member
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not discussed in
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discussion, but has
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That is correct.

I do believe that probabLy is

wil LIL
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change

d begun
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e JointOCommittee.

ase, Mr. Chairman,

rehabilitation credit,

to the change in the
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stated that in order to

-- and now there was a new one put in

25 percent credit -- there would hay

ion that that buiLding be qualified a
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'to get the 10 percent a

er the new date for an
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ig was determined to be
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are the fact

Mr.

it certa

whether

I gues

Congre

denied
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knows5
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becau

when
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not
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he credit.
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addressed w

technical,

Without ob

Senator Ba

I think
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passed
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the value

to museums
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I think our

mpatnetlc c

technical.

conclude th
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tuation, wouLd not have

r

5
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aised. I

technic a
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thought
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As the chairman also

is technicaL in nature.

t the definition of "tech

.lied technical. amendments

to pass because the item

have an amendment which I thii

~ 1969 change of Law technical

eLuded the right of political.

Df their papers when they cont.

and Libraries, and so forth.

am wondering when I can bring

irman aLso knows, my amendment
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Ly omitted

figures to

ribute thei
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I
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cosponsors. ALL those 11 members are on this committee.

bring

agree

def ini

i t

t o

t i

to somet

Senator

just do

am not §

f ro

M r.
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m

C
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St.
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Sena
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Chairman.

tor Baucus.

It seems
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our techni

Chairman.

that is not

Montana, an
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a

d

not want to sink

uggesting this wo

I have discussed

Senator from Mon
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As I indicated.

rogress

talked

Mr.

The

Mr.
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The Senator

because acro
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me what i

we do not
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wondering
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L

I

the
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ict technicaL
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I corrections bill. I

it myself without any prompting

tana as

e could

Yester

this matter. Mr

Senator Baucus.

mpoton. That is

Chairman. Have you

Champoton. I sugge

The administration

a matter which has

is correct that the

ss the board in char

recently this morning with

accommodate the Senator's

day Mrs. Wyeth asked me about

Champoton, I understand you

Is that correct?

correct, Mr. Chairman.

come to some accommodation?

sted to Senator Baucus some

has not taken a position an

been around for some time.

ruLes were changed in 1969

itabLe contributions it was

25determined by the Congress at that time that there was a good
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deal of abuse where

give away property

beneficial to selL

to charity.

it would be more beneficial for one to

than to sell it, and considerably more

it and give the proceeds from the sate

However, there has been an effort on behalf

museums and other charitable organizations to change

Law so that artists, particularly, would give their w

their own works in which they have no basis, or very

basis, would give their works to the museums for disp

the Like.

We have

from a tax policy

the administratio
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What I
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artist, so that the IRS can possibLy know what

I
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the value is.

FinaLLy, it

in fact will use the
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iit somewhat myseLf.

is not a technicaL correction. This

:e of[legisLation that we have debated

rreasury has opposed it down through the~

on the bitt means that this bitt is

L
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what we

However,

The Chairman. Senator Baucus makes a

decide is technical. This does inject
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on the technical corrections but on some other one we

about to report out.

The Chai-rman. You can offer it on any other

Senator Baucus. I understand.

Senator Long. If we keep this a technical

corrections bill, I think it is going to jOass. It is

impossi ble to pre di ct what wiL L happen to other measu

which are general. revenue measures. If you are Lucky

you get on a good rider, get your rider on a good hor

will pass.

are

b i ItL.

res

and

se, 'it

The Chairman. I think there are two or three that

may finis

technical

it as a I

out and

may not r

Technical.

Senator Long. This

corrections bill,

:echnicaL correctior

let it beyond being

)ass at. a L.

The Chairman. Can

Corrections Act?

Senator Heinz. Mr.

an

I .

a

iLL shou

d I thin

However

technica

we go aheai

Ld go through, the

k it would if we kept

, once we broaden it

L correction bill, it

d and report the

Chairman, may I ask another

question2

The Chairman. Yes.

Senator Heinz. I would Like to a

anybody brought up this issue and whether

technical corrections; nameLy, correction

sce

i t

of

rta

i s

an

i n

i n

Om

whether

the

ission in

�h.
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the provisions concerning the motor carrier operating

authority special basis adjustment that. results in the

exclusion of noncorporate taxpayers to treatment equal

afforded taxpayers.

it is my understanding the omission:occurred

the Congress was unaware that there were affected nonc

to that

because

orporate

taxpayers.

Mr. Champoton.

certainty

the class

provi siaon

wa0

fa

w a

uLd not

r beyond

s to say

section 334(b)(2) t

carrier certificate

the election. This

individuals made th

have had the right

basis but it wouLd

Therefore,

not technical.

think

-- wh

that,

o have

, then

wouLd

e purc

under

also g

we ob

Senator, we Looked at

it is technical.

at we did, on the

if you could hay

a stepup in basis

you get that step

broaden the case

hase of

334 (b) (2

ive

j e ct

i t

ed

t

t o

on

he s

to

i

t

tack

make

e

I t

ot

e

i n

up

t o

and

the

-that.

does I

or car

Lected

your

in tbas

where

they

step

ndividua Is.

he ground that

The Chairman. it was considered, though.

one of those considered.

Senator Heinz. It was considered and it w

to as being nontechnical?

Senator Long. Senator, I am familiar with

amendment. I support your amendment on the merit.

b

r

m

i

We

roaden

le r

under
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s without

would

up in
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as bbjected
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can find an appropriate bil

.Senator Heinz. I

to do, Senator Long. I agr

The Chairman. Is

out the Technical Correctic

Senator Chafee. 7

are they here?

The Chairman. No.

we would Like to work out,

from Senator Bentsen and Se

Without objection,

Technical

S

S

report out

T

Corrections

enator Packw

enator Packw

the utility

he Chairman.

Act.

ood?

ood.

b it

D o

.L, I would be happy

think that is what

*ee with you.

there any-objection

ins Act?

hose changes in sub

b

n

L

y

That

lut th

ator

then,

M r

w e

ou

i s

ere

Arm

we

to support it.

we wilt have

to reporting

chapter 5,

in another bitt that

is still an objection

strong.

will report out the

Chairman, I wouLd Like to

talked about'.

want to be heard on that,

Senator?

I

no

i t

Senator Heinz.

.The Chairman.

noted your objection

t certain how far it

t o Ld

have

I

We

t o

i s.

* Senator Packwood.

Bob I do not think it

an objection we do not

:s that

do no

bring

going

on the

t have

that up

to get,

I know

is fair

cons ide

your

t ha t

r it.

a g

any

ani

bu-

enda, Mr. Chairman?

Limited agenda.

d indicated I am

t we might report

object

simply

I do

ion, but I

because you

not mind voting

I
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on it,,

one on

a vote

and I

whi cl

on it.

understand your

I feel strongty

apposition.

enough that

However, it

I wouLd Like

Senator Heinz. I would Like to raise

questions first.

very meritorious

against the kind

during the 1970s

basic thrust of

there has been a

a situation that

in conjunction w

thrust upon reLa

uti Lities.

Hoaweve

investment tax

I think t

- We have

of situati

* Therefor

the biLL.

ny serious

the Catifc

ith the Stz

tiveLy innc

in, havi

credit

n g

a way

here

to a

on t

e, I

What

cons

'in ia

ite> d

)cent

iken

fraon

is much in

ct to prote

hat did occ

do not obj

I am curio

ideration g

Public Uti

if CaLiforni

parties, i

t

c t

u r

e c

u S

i v

L i

a

n

:he accelerated

the utilities,

i s

to get

a few

he bill, that is

the utilities

in. California

t to that

about is whether

'en to addressing

ities Commission,

Supreme Court,

this case the

dep re cia

which wa

t ion

s the

effect of the State of CaLifornia PUC action, they have

passed that along to ratepayers, consumers and industrial

customers in CaLifornia. The result is that, contrary to

the intent of Congress, there was a subsidy given to

ratepayers,I.both consumer and industrial, in the State of

CaLifornia.

The utiLity commission artfully drafted, notwith-

standing the expressed intent of Congress, a ruling that

prohibits effectively any. Federal review of what they did.

I
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MlY understanding is that if

straight up

do it. The

that would

a way of

some kind

did so th

rubberstai

"Welt, we

care that

revi

of w

ew i

hat

there

i nequl

other

in any

wh ic h

caught

f au lt .

i s

ty

and

y wou

have

down,

Ld hay

said,

My question

ensuring a

of jurisdli

at what the

rnping what

are going

these peop

Senator Pac

it or not,

appened pri'

Senator Heji

senator Pac

io change ii

Ir. McConagl

Senator

It i s

i s,

Fecle

Ctia

y di

they would

e run into

TOU can

r

n

d

Doe s
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can
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not
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what

be rev

the State of C

to Let bygones

L~e stole money

kwood. Whethe

that is 'not g

or to 1980.

nz. Well, you

kwood. Furthe

1 judicial rev

iy. That is ci

Packwood.

a genuine

We are

inequlit~

atL

r

they had done it

have been aLlowed to

edleraLI

that."~

d

t h

i e

i f

be

f ro

yo

court at sometime

station

Iceci siofl

e CaLifo

wed, or

ornia di

bygones.

m the Fe

u put a

oing tc

don It

rm ore,

i ew -

Drrect.

trying

e that

p

b

r

a

d

dl

I

rovidle in it

y ensuring

nia State PUC

re we just

and saying,

We don't

era!L Treasury."

udi ciaLI

isolve the probLem

know t

in thi

hat.

s legislation

to remedy an

has happened in no

State, and there is no evidence it is going to happen

other state, through something the companies did

we encouraged and thought was good, and they got

between a rock and a hard place that was not their
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Senator Heinz. This we understand. Let me ask

the staff a question, if I may. Is there anything we couLd

add to this Legislation that would give an appropriate

FederaL court, perhaps through a rightful shot provision

which says that certain decisions by the State are

reviewabLe, an opportunity for a Federal court-to review

that, measure it against the intent of Congress, and order

whatever they thought, if anything, was appropriate?

First of all, would that be possible?

Senator Packwood. I have no objection to the

substance of what Senator Heinz is trying to do. I would

like to be abLe to report this biLL out this afternoon.

If we have that Language by the time we are at the fLobr,

I am honestly wilting to consider it because it does not

jeopardize this biLL. What you are saying is that you want

some kind generic review -

Senator Heinz. The time to get answers to questio ns

such as this is at the committee LeveL, I think.

Mr. McConaghy. I think, Senator Heinz, we would

want to do some thinking about it, but there could be

perhaps developed some sort of declaratory judgment

procedure. I am sure some of the courts obviously do not

Like to get additional declaratory judgment procedures, but

one which Looked at an order and determined whether it

satisfied the normalization requirements might be appropriate;'
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ainLy the courts

wouLd.

try to

I supp
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L i s
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ation of

he bil l

into more

Senator Heinz, do you have in

ouLd caLL, for immediate reviewa revi

whethe

Intern

he normalization method met the requirement of

Revenue Code? Would that be the type of thing

mind

the

you

havei
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when some
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some thin'

that mat

impose th

!ffect of th

* has coLLec

we pass thi
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ing a
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is bill the way

ress the way it

f their tax
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s wrong, even

However, we

her in fact the

pen to believe

own personal

Congress or the

e current situation is that
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justify as tax policy.

Senator Packwood.

in the budget, and t

on coLLecting them.

we collected them, b

do so because we did

of this. They are n

Senator Hel

in there, there are

not counted in our b

in our budget figure

Senator Lon

in this matter? Is

Mr. McConag

right. At the time

not anticipated that

enter an order that

However, after that I

on it, I think that

the budget people, w-

because it has been

he

it

Ut

no

ot

nz.

Lot

ud~g

5 ,

g .

the

hy -

the

a n

d 0u

had

th e

iL L

Ion

Fede ra

:is a

no one

it inte

count e

Whet

s of t

et f ig

either

May I

magni

Yes.

Legis

y publ

Ld vio

been

Treas

have

e.

Except those taxes are not figured

tL Government is not counting

$2.1 bilLion figure if, indeed,

is assuming we are going to

!nd to because ot the unfairness

!d in our budget figures.

:her or not they are counted

hings which are wrong that are

lures. This biLl is not counted

involve myself a little bit

tude of this bill $2 billion?

I think Senator Packwood is

Lation was passed it wa's

ic utility commission wouLd

late the normalization rule.

done and the courts had ruled

ury' Department, or at Least

to ref Lect that in their budget

impre ssio

or

Senator

ng we a

tax revenues

Packwood. I do not w

re taLking about $2.1

that we would have col.

ant to Leave th

billion in tax

Lected that we

e

cr ed it s

have not.

Itis $117 million involved at the moment.
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I
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Mr. McConaghy. Senator Packwood, there has been

$117 million that has been paid to the Federal Government.'

If the Fedleral Government or the Internal Revenue Service

in this, instance is successful in court, stating that order

by the Public Utility Commission did not conform to the

normalization rules, then there would be an additional $2.1

billion that would have to be paid into the Treasury.

However, that would not be decided, we believe, until sometime

after 1986.

Senator Long. I want to get the figure as to the

amount of tax c

because of what

companies. Can

Mr. Mc

not correct and

ultimately ther

is $117 million

$2.3 billion.

and assumes tha

Senato

and fairness of

As a m

do with saying,

wanted this tax

redi

tha

you

Cona

the

t

t

9

g h

I

e w il l

plus

That a

t will

r Long

t hi s

ember

when

credi

which is dlisallowed by Federal Law

California commission did to the

ive me that figure?

y. Senator Long, if the taxpayer is

nternaL Revenue Service is, then

be -- the figure on the tax benefits

$2.2 billion, so it would be about

ssumes an interest factor, obviously,

ultimately be decided after 1986.

-Let's Look at the justice

thing for a moment.

of this committee, I had something to

we passed this tax credit, that we

t to go to buy new plants, new

equipment, and provide a more modern service. We dononot
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want to provide this tax credit just for the

reducing rates to customers. We do not'want

Treasury to pay for a rate cut. We want the

Treasury to allow a tax credit to moderniz e

the plants. That was to be an incentive.

The company proceeded to do just exi

were talking about doing. Then the CaLiforn-

commission proceeded under the authority of i

Law to make that company pay out alt that mor

correct?

Mr. McConaghy. That is ri

Senator Long. Then, under

put in the Law, and I helped put it

make them pay it out, then the comp

the company pays out the $2.3 biLLi

$2.3 biLLibn. They pay out $2.3 bi

have.

of

wot

apr

the

i f

i n

benefit of

the FedleraL

Fedleral

and improve

actLy wh

ia uti Li

:he Call

)ey. Is

ght.

the provisi

there, it S

any does not

on and they

L~ion that t

on

ay s

ge

do

hey

at we

ty

f or ni a

that

that we

if they

t it. so

not get the

do not

Thank God, the two companies involved here are two

the Larges't companies in the world because anybody else

ild have been utterly destroyed beyond any hope of ever

'earing on the scene again.

Having made them pay aLl that money in this fiasco,

onLy fair thing to do to them is to say, "When we said

you pay the money out to the customers, you don't get it,

view of the fact that you have been wrongfuLly made to pay
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Senator Long.

:ommissiofl in the penite

naybe we ought to do it.

we wouLd do is just cruc

bias not their fault. I!,

Mr. Champoton.

Senator Heinz.

Mr. Champoton,

facts on the record.

Is it or is it

PubLic Utility Commissi

together with the dlecis

Supreme Court, forced t

! I

In other wards, if we could put the

-itiary by hurting the companies,

However, we would not do that; all

ify these people for something that

n't that the size of it?

That is correct.

Would the Senator yield?

Let's see whether we can get a few

not thre in your judgment
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he utilities in question t
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Senator Heinz.

companies, quite rightful

they should not have been

to adopt this method of n

Mr. Champoton.

certainty argued that bef

before the supreme court

Senator Heinz.

normalization that they a

with Treasury interpretat

with the intent of Congre

As I understand it, the

Ly, have taken the posi

forc

ormaLI

It is

ore t

of Ca

It is

rgued

ion o

Mr. Champoton. That

not be presented.

Senator Heinz. It i

substantial monetary benefit

as a result of this decision

Commission and the California

correct?

Mr. Champoton. I

little beyond knowing the a

i~ouLd be our assumption; ye

is able

Senator Heinz.

to answer that

Mr. McConaghy.

Senator Heinz.

ed by the Catiforn

ization. Is that

my understanding

he utility commiss

L if o rn ia.

my understanding

for would have be

f normalization an

Is that correct?

is correct. The v

s my un

accrued

by the

State

would

c t ua L

s, sir

derstandling

to CaLifarn

State PubLic

Supreme Cour

assume so. I a;

facts of the ra~

tting a

but that

Is there another member

question?

Yes, they did, Senator I

Mark, would you care to



PAGE NO. 44

at was passed aLong, in the view of

improperly, by the State of CaLifornia

hy. Senator Heinz, I think our best

that it was somewhere over a billion

sed through.

nz. Therefore, Si billion of money that

passed through to CaLifornia ratepayers

y this attion.

n, I hope all the members of the committee

--in addition to prbventing any
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I think the money would have
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vote, I shalt certainly vote against it because I

satisfied with the bitt. I would certainly ask f
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Senator Baucus. I don't know whether or not we

have. I don't think we have. Perhaps we have agreed on one

or two of the various provisions, but I don't know about

aLt three.

Mr. Champoton. Let me review the restrictions we

have discussed. One is the Limitation to art work. That is

where the problem has been. I believe Senator Moynihan is"

correct that the Library of Congress has expressed concern

about manuscripts.

Then there needs to be some Limitation on the

deduction consistent with current Law, where in some cases

ordinary income property -- I am misstating that. In some

cases gifts are made and the deduction is Limited to basis

plus 50 percent of the appreciation. We had suggested some

cutback on the deduction so that you wilt not have a situation

where it will be a net benefit from a gift as opposed to a

sale of the item.

There are two other problems. One, there needs to

be some determination, same help to the Internal Revenue

Service, in determining what the value of this property is.

We would Like some objective touchstone, showing sales of

the property in advance or~simitar property. It is a very

difficuLt situation. We have alt seen cases in the past

in the paper, I believe this week, where someone simply

claims a big deduction for a gift of a charitable item.
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Unless that return is picked up on audit, then

have- an opportunity for reviewing that money.

the audit rate is tow.

Senator Moynihan. That is no Orobtem

reputable Library or museum would want it any

Senator Long. Mr. Champoton, I am st
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However, my understanding is that if somebody
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)eciaLLy one of those big New York ones, and they put those

:atures on display, they have to charge about 50 percent

i maybe more to sell your picture for you.

If you come in ~iith something for which you hope

get $1,000, you have to sell it for $2,000 in order to

.e $1,000.

Let's suppose somebody comes and puts a whole bunch

this stuff on display, and some of it seLLs but most of

doesn't. It would Look to me as though they could take

t'he stuff they did not sell, that nobody would buy,

in view of the fact that they had not payed the commission
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a l l,

very

going

deduc

c otL le

as the Senator from New York pointed out, I don't think
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to get invotved in this kind of chicanery.
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the point, though, is
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not we support it, that

ve raised; yes, sir.

e on that? We can agree

?d it wouLd require an

it wouLd be better.

~what better than nothing,

s: Let's make the

here are further changes,

hen the amendment gets

n, given the changes,

k whether the Treasury

amendment.
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sed this earLier today,

this matter in Treasury.

acerns about the arts and
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1, I have one final
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as an amendment to S. 232. Is that correct?

Senator Baucus. Yes.

Senator Heinz. As I understand it, we do have two

items on our agenda for the day. I assume the agenda has

some meaning. one was H.R. 6056, Technical Corrections Act.

We have disposed of that. I do not know that we have taken

a vote on it, but we have disposed of it.

Senator Baucus. Would the Senator yieLd for just

one point?

Senator Heinz. Yes.

Senator Baucus. The Senator is a cosponsor of

my amendment.

Senator Heinz. The Senator is a strong supporter

of your bitt; there is no question about it. Whether or not

I am prepared to support it as an amendment to some other

bitt that I oppose is another question. We are going to get

to that issue in a minute.

The other item on the agenda is S. 2942, the

social security disability payments. I assume that we are

going to take that up. Is that correct?

Senator Long. I objected to the committee's meeting

on that today, Mr. Chairman.

Senator Heinz. You objected? Does that mean an

objection to S. 232 would be equally weLt taken?

The Chairman. He objected this morning when the

0

0
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objectionabLe. That being the case, I objected.

that an objection be entered on my part for the

meeting. I simpLy wanted to protect my rights a

of every other Senator who might not know what w
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hdraw my

going to

tL." I w

d meet.

we were

not know

I do not

bitt. I

h the Sen

ociLd not

ourse. I

r as the

L correctio

objection t

be talking

ithdrew my

The technic

going to ta

we were go

pass judgme

fully expe

ator on the

be wittLi ng

think the

technical c

n

0

ol

a

L

ii

fi

0I

s bitt. I1 said, "I

the committee meet

about is the techni

bjection and agreed

L corrections bitt

k about.

rig to vote on aLt t

t on that with rega

ted to have a diffe

disabitity bill, bu

or the committee to

ommittee wiLt vote

rrections bitt whic

am

i ng

catL

the

i s

hese

rd to

rence

t I am

vote

on it.

h we

25 h ve b en w rkin on, I was wilting to meet and discuss that
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cor re
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a t
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s the
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d is
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ion w
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w
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25 have been working on,
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bitt. That is where I stand.

As far as this Senator is concerned, I agreed to

withdraw my objection on the Senate floor for the committee

meeting on this, with the understanding we were going to meet

on the technical corrections bit..

The Chairman. As is generally the case, in the last

few days of the session there are a number of members, both

on and off the committee, who either want to do something or

don't want to do something. I am just trying to accommodate

those who want to do something and those who don't want to

do something.

(Laughter.)

We can move to take up S . 232 -- I am not

certain of the number. I

r Williby Lvdrti~d tfnld 1 aCISC U

2942. I think there are

address. I am trying to

of some concern to about

Senator from PennsyLvania

Senator Cohen. Again, we

if somebody doesn't want

anywhere. I don't have at

would si

seat bric

couple

ork that

dozen S

both Se

are in t

t to go

y dog in

iy to the

?f Ly with

areas wh

out. I

enators,

nators f

hat time

anywhere

that *fii

Senator from

Senator Long

ich we shouLd

t has been a

including th

rom Michigan,

of the year i

, it wilt not

ght' at alt.

matter

e

Tjhen,

go

I would hope we might consider

Saucus amendment. I think Senator Moyni

he would Like to discuss. There are sti

S. 232 with the

han as a matter

Lt nine House bills.

Rf0

even

i

I
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about each Senator's right to know what we are going to meet

about.

Mr. Lighthizer. "Members wiLt be notified of thE

committee meeting at Least. 48 hours in advance unless thc

chairman determines that an emergency situation requires

meeting on shorter not ice."~

The Chairman. That is what this was.

Mr. Lighthizer. "This notification wilt include

a written agenda, together with materials prepared by the

staff relating to the agenda. After the agenda for a corn

meeting is published and distributed, no nongermane items

may be brought up during the meeting unless at Least

two-thirds of the members present agree to consider those

items."'

The Chairman. Let's have a

we can bring up S. 232.

ALt in favor -- do you want

Senator Heinz. I would likcp

a

m i tte

vote, then, on whether

a

a

rot

rotL

Lc a

L ca

LIL

tIL vote, Mr.

Chairman

Mr. Lighthizer. Mr. Chairman, it is 1523, the House

biL L.

The Chairman. Whatever it is.

the number is.

Mr. Lighthizer. Mr. Packwood?

Senator Packwood. Aye.

I don't know what
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Mr. Lighthizer.

Senator Packwood.

Mr. Roth.

Aye.

Mr. Lighthizer. I a

who are present.

The Chairman. He is

(Laughter.)

Mr. Lighthizer. Mr.

(No response.)

Mr. Lighthizer. Mr.

Senator Chafee. Aye

Mr. Lighthizer. Mr.

Senator Heinz. No.

Mr. Lighthizer. Mr.

(No response.)

Mr. Lighthizer. Mr.

(No response.)

Mr. Li ghthi zer. Mr.

(No response.)

Mr. Lighthizer. Mr.

Senator Symmns. Aye.

Mr. Lighthizer. Mr.

mn sorry, but it is just those

here.

Danforth?

Chatfee?

Heinz?

WaLI op?

Durenberger?

Armstrong?

Symms?

Grass tey?

Senator GrassLey. Aye.

Mr. Lighthize'r. Mr. Long?

Senator Long. Pass.

Mr. Lighthizer. Mr. Byrd?

R0-

2

I
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(No response.)

Mr. Lighthizer. Mr. Bentsen?'

(No response.)

Mr. Lighthizer. Mr. Matsunaga?

Senator Matsunaga. Aye.

Mr. Lighthizer. Mr. Moynihan?

Senator Moynihan. Aye.

Mr. Lighthizer. Mr. Eaucus?

Senator Baucus. Aye.

Mr. Lighthizer. Mr. Boren?

(No response.)

Mr. Lighthizer. Mr. BradLey?

Senator BradLey. Aye.

Mr. Lighthizer. Mr. Mitchell?

(No response.)

Mr. Lighthizer. Mr. Chairman?

The Chairman. Aye.

Senator Heinz. Mr. Chairman, Ilam delighted we had

that vote because I realty wanted to know where people stand

on the issue. We can amend it.

The Chairman. Do you have any objection to the

Baucus amendment?

Senator Heinz. No.

The Chairman. The ayes are nine; the nays are one,

3nd one pass.
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ire going to

ffer a couple

:museums which

:ion to be

claimed.

Can we agree on

Senator Chafee.

Senator Baucus.

Senator Long.

that?

That would affec

Manuscripts.

You are trying to

Senator Baucus. Yes.

Senator Long. I thought you had

this to art.

Senator Baucus. No.

Mr. Champoton. We had suggested

Senator Baucus. I had not agree

Senator Long. Then I would sugg

that this cannot be deducted from income

from art or from this purpose.

Mr. Champoton. Related income?

activity that gave rise to the donation?

The Chairman. Do you object to

Senator Symms. The problem with

is so ineciuitable. You take somebody who

.ibraries --

:lude manuscripts

-eed to Limit
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that.

we Limit this
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t is that it
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manuscript of Ernest Hemingway, for example. It would

be worth a fortune. He could give it away and get a big

tax writeoff, but if the author himself wrote it and gave

it away, he could not get anything but the price he paid

for the paper at the LocaL drugstore or something.

Senator Long. No. I believe right now, Mr.

Champoton, if someone bought a work of art, he has no problem

deducting what he paid for it?

Mr. Ch~ampoton. Right, or -- this does not affect

that type o

a situation

a

a

T

ut hor,

person

hat is

e xamp

could

doe

t o

on

S

be

t h

L

n

e

t

n

p r

a

e

f situation either way,

where the proper

or the artist.

has paid

not the p

Senator

he could

shelter

Mr. Chain

vent an a

artist -

aLue. If

tax on

robtem i

Long.

she Ltei

his inc4

poton.

rti st wl

- it doE

it is I

I f

t h

bei

I f

r h

DiUme

We

tha

Senator.

ty is created by

t is *a cotL~ection

amount he has sp

g* addressed.

hat were Ernest -

s income from wri

from investments.

considered this t'

s simply, if you

ave an effect on

vaLuabLe, he wiL~

from .a similar source.

Senator Baucus. Mr. Chairman, I

that the Senator from Louisiana is trying

un

t o

T hi s

the

mat

ent

affects

donor, the

ter, then

on it.

Hemi ngwa

ting but

y, for

he

ype of Limitation

Mjill, claiming

the Limitation,

I have income

dlerstand t

address.

he point

We

25 still have the appraisal Provision written into this. IR25 IRS
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has an audit. We stiLt have the appraisal provision written

into this.

It seems to me if someone, a

for example, maybe somebody who works

Department, Likes to paint and wants

why shoutdn't he or she get a deducti

it for contributing to a charitable c

f or

tha

the

I f

vaLI

t

i

U'

Senator

a moment. Le

, if you take

gallery seLL

t is $2,000,

e., $2,000 or

Mr. Chain

It would be the

but

and

didn

i

S

t. i

ay,

t b

Long.

t's ju

it to

it for

you on

$1 ,000

poton.

Member of Congress,

for the Treasury

to donate something,

on

aus

Let's talk abo

st take a work

one of these g

you, they are

Ly net $1,000.

The appraisal

a s

e 2

ut that

of art.

atL e r ie

going t

What i

a collector

S

0

S

gets

appraisal

If you sell

and you have

take half.

the appraisal

value would be $2,000.

fair market value.

Senator Long.

s easy enough

yes, $2,000 w

uy it but if I

So you couLdn't sell

for thos

ouLd be

bought

e people to go
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it, sure enough
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Long wi
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v

yo

aLue, what

u take6 the

ng a f igu

comm i Sssi

r e

on

the price is

-- you dleduc

that is

is more

twice

than

25 p rcen , Un le S m is goin to be paying more than 100 percent

before

t

hatw

50
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by just giving it to someone.

I have had to yieLd on the point that

even giving it to somebody who is going to put

but give it to somebody to put it in the baseme

Senator Baucus. Mr. Chairman, Let me

Limitations now in the Law which apply to chari

deductions.

This is section 170(b)(1)(a): "An ind

allowed a deduction for contributions to pubLic

only to the extent that such contributions do n

you are not

it on dispLay,

nt somewhere.

read some

tabLe

lividuaL is

charity

at exceed

50 percent of the adjusted gross income."

(2) under another section, (b)(1)(b), "An

individual is allowed a deduction for contributions to a.

private foundation only to the extent that such contributions

do not exceed 20 percent of the adjusted gross income.'"

There are others here, too, of the same magnitude.

For all I know, there- are even stricter Limitations. There

are all kinds of safeguards-ta prevent against the kinds of

things the Senator from Louisiana suggests.

For the sake o

think this is the kind

The Senator fr

happened to the Library

from Daniel

terms.

f a

of

am

of

r

c

N

t, musu

hange t

ew York

Congres5

ems, and Libraries, I

hat we should allow.

pointed out what has

S. I have a Letter here

Borenstein which states it in more graphic
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That the drop is dramatic is an understatement.

The drop in manuscripts given to the Library of Congress --

now they are not received because of the change.

Senator Long. I just got through demonstrating

that if there is stuff people cannot sell they can give away

and make just as much money net -

Senator Baucus. Or the Libraries and museums.

Senator Long. At the expense-.of the taxpayers, just

as much money net as they would if they had soLd it.

The Chairman. Can we reach some agreement on

the amendment?

Senator Baucus. Mr. Chairman, we already had reached

some agreement.,

The Chairman. Senator Long wanted to make a further

amendment.

Senator Baucus. I cannot agree only to works o

art. I don't know what other change he had in mind.

Senator Long. I suggest we amend it to say you

deduct it against income other than for the same type of

activity

Vote on

f

c an no

Senator Matsunaga. You want to vote on the amendment

his amendment.

Senator Baucus. I see no need for any restriction

frankLy

The Chairman. Shall we vote on the amendment?
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Senator Baucus. That is fine with me. Vote

the amendment.

The Chairman. The Long amendment, yes.

Mr. Lighthizer. Vote on the Long amendment.

Mr. Packwood?

Senator Packwood. This is on which amendmen

Mr. Lighthizer. This is a vote on the Long

to the Baucus amendment.

The Chairman. It is the second Long amendmen

says you have to Limit --

Senator Long. Limit the deductions to deduc

against income for the same types of source.

Senator Packwood. No.

Mr. Lighthizer. Mr. Roth2,

(No response.)

Mr. Lighthizer.

(No response.)

Mr. Lighthizer.

Senator Chafee.

Mr. Lighthizer.

Senator Heinz.

Mr. Lighthizer.

(No response.)

Mr. Lighthizer.

(No response.)

on

amendment

t, which

ti ons

Mr. Danforth?

Mr.

No.

Mr.

No.

Mr.

Chafee?

Heinz?

WatLtop?

Mr. Durenberger?
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r. Mr. Armstrong?

r. Mr. Symms?

r. Mr. GrassLey?

tey. Aye.

r. Mr. Long?

Aye.-

r. Mr. Byrd?

r. Mr. Bentsen?

*Mr. Matsunaga?

iaga. No.

1.Mr. Moynihan?

ian. No.

Mr. Baucus?

No.

*Mr. Boren?

*Mr. BradLey?

Mr. Mitchell?

*Mr. Chairman?
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The Chairman. Aye.

For this vote, the ayes are three and the nays are

six. The amendment is not agreed to.

The question arises on the Baucus amendment. ALL

in favor say aye.

(Chorus of aye

Senator Long.

The Chairman.

Senator Lang.

The Chairman.

S. )

How about those who want to say no?

Excuse me. No?

No.

That is part of our conservative

speed up.

N ow

What is the H

Mr.

The

amendment of

Is that corre

Sena

the

.R.

Ligh

Chai

Sena

ct?

tor

question ani

number?

t hi z er .Thi

rman. H.R.

tor Baucus.

ses on the Packwood amendment.

s is 1524.

1524 as amended by the

Senator Heinz wants a roLLcaLt.

Heinz. We might as weLt have a roLicaLL on

i t.

Mr. Lighthizer. Mr. Packwood?

Senator Packwood. Aye.

Mr. Lighthizer. Mr. Roth?

Senator Packwood. Aye.

Mr. Lighthizer. Mr. Danforth?

(No response.)
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Mr. Lighthizer.

Senator Chafee.

Mr. Lighthizer.

Senator Heinz.

Mr. Lighthizer.

(No respcnse.)

Mr. Lighthizer.

(No response.)

Mr. Lighthizer.

~(No response.)

Mr. Lighthizer.

(No response.)

Mr. Lighthizer.

Senator GrassLe,

Mr. Lighthizer.

Senator Long.I

Mr. Lighthizer.

Senator Long.

Mr. Chafee?

Aye.

Mr. Heinz?

No.

Mr. WaLLop?

Mr. Durenberger?

Mr. Armstrong?

Mr. Symms?

Mr.

y . A

Mr.

lJo.

Mr.

J us t

Grass tey?

y e .

Long?

Byrd?

the bi 11L it se Lf .

Mr. Lighthizer. Mr. Byrd?

(No response.)

Mr. Lighthizer. Mr. Bentsen?

(No response.)

Mr. Lighthizer. Mr. Matsunaga?

Senator Matsunaga. Aye.

Mr. Lighthizer. Mr. Moynihan?

73
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Senator Moynihan. Aye.

Mr. Lighthizer. Mr. Baucus?

Senator Baucus. Aye.

Mr. Lighthizer. Mr. Boren?

(No response.)

Mr. Lighthizer. Mr. Bradtey?

Senator Packwood. Aye.

Mr. Lighthizer. Mr. MitcheLL?

(No response.)

Senator Packwood. Senator Byrd w ted to be voted

aye.

Mr. Lig

The Cha

Senator

Senator

The Cha

Senator

The Cha

h t hi z er .

i rman.

Symms *i

Symms.

i rman.

Mat suna

i rman.

Mr. C

Aye.

s here.

Aye.

Senator

ga. I

The vot

hai rman?

Mat

have

e on

sunaga?

voted aye.

this amendment -is 12 to

1 .

Senator Long. Did you get Senator Byrd as voting

aye?

Senato~r Heinz. I want to be shown for the Baucus

amendment.

The Chairman.

Senator Long.

Ri ght.

Mr. Chairman, might I ask that you
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the committee so absentees can be recorded? I am not

whether I was supposed to record for Senator Byrd.

The Chairman. We may Lose our quorum.

Senator Long. We can do that before we report the

The Chairman.

t discuss the

it at the top

Senator P

ant rover s iaL.

7093. I

even be

IsLandcs.

code, ex

problems

up to 30

investor

reducing
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ma

of
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introduced

classified a

The Virbin

actty as the

because the

percent. T
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that to 10

ority to tow

The Chairma

Mr. Champot

problem we have work

DeLugo from the Virg
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has a Lot of probLem

I promised Senator Matsunaga he
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sunaga. Mr.

he Treasury s

a simiLar biL

s technicat.

IsLands have
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wi thhotding

hey are havin

Therdfore,

percent and g

er it.

n. Does Trea

on. Yes. Th

ed with~ We

in IsLands.

nt

5 ,

law,

thKi s

on't resoLve it today,

Monday or Tuesday.

Chairman, this is stri

upports i

t in the

It perta

what we

then the

tax on pa

g some re

the House

iving the

t . We

Senate.-

ins to

ca Lt a

y were

ssive i

aL prob

has pa

tocaLI

sury support

is is part of

have worked w

we can

ct ty

have H.R.

This woutd

the Virgin

merit tax

having some

ncome is

Lems getting

ssed a measure

Legi stature

the amendment?

a broader

ith Representativ

because of the merit code

simpLy being one of them,

which

the 30

pot I

sure

bitt

mligh

put

nonc

InereTore, tne House nas passed a measure

percent 

and giving the LocaL LegisLature

er it.

n. 

Does Treasury support the amendment?

on. 

Yes. This .is Part of a broader
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percent withholding under U.S.

-and interest paid from U.S. to

amounts -- dividends and intere

make investments in the Virgin

investment there. This wouLd a

to reduce its own withholding.

IsLands, not to the United Stat

supported this change.

Senator Matsunaga. I

I move that we report the bitt

The Chairman. Without

Law applicable to dividends

foreigners is appLicabLe on

st paid to U.S. investors who

IsLands. That is drying up

uthorize the Virgin Islands

It is cost to the Virgin

es. Therefore, we have

miove it, Mr. Chairman.

jection, the bitt wi lt be

reported

Mr. Lighthizer.

The Chairman.

We are not goir

the House-passed bills.

not here now who may war

those bills.

Senator Moyniha

collectibles. Have you

Mr. Champoton.

Senator Moynihan. We ha

The Chairman.

just bringing it up if t

Y

I

It

This is H.A

es.

to be able

know there

to offer am
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