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EXECUTIVE COMMITTEE MARKUP SESSION ON BUDGET DEFICIT

REDUCTION PROPOSALS
WEDNESDAY, MARCH 21, 1984
U.S. Senate

Committee on Finance
Washington, D.C.

The committee met, pu:suant fo'recesé, at 9:00 a.m. in
room SD-215, Dirksen Senaée Offige Building, Senator Robert
J. Dole (chairman) presiding.

Present: Senatofs Dole, Danforth, Chafee, Heinz,

Wallop, Durenberger, Armstrong, Symms, Graséley, Long,

‘Bentsen, Matsunaga, Moynihan, Baucus, Boren, Bradley, and

Mitchell.
Also present: Messrs. Kane and Barnhart, Department of

Transportation.

Also present: Roderick DeArment, Esquire; Michael Stern,

Esquire; Richard Belas, Esduire; Donald Susswein, Esquire;
David Hardee, Esquire; James Wetzler; David Brockway;

William Wilkins; and F. Gordon.
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The Chairman,, The Committee will.come.to or@er.A

Senator Moynihan. Mr. Chairman? I wonder if —-.
two things -~ if I coula ask that the bill be amended to ask
for a sﬁudy-oi tax.shelters;_and a real study; not just a
stock thing that they put in envelopes and taxpayers wrife
in; and.secondly;,if the committee staff would be kind
enough to . inquire of Treasury,what.became of Secretary
Regan's. solemn commitment. to this committee to provide
information on who owns the national debt. Morgan Stanley
Reseérch; for example; reports that 17 percent of the
interest payments on. the national debt now go abroad. That
is a large‘sum; Mr. Chéirman.

The Chairman. All right. I don't see any probiém
with that. We can do that.

Mr. DeArment. We will inquire about the national
debt question;,because I do recall their making that promise
that they would do the. study.

The Chairman. We will indicaté to Treasury that
the committee reaffirmed the request.

Senator Moynihan. And we have language on the

-tax shelter; which perhaps the staff could look at, if it

is acceptable to the staff.
Mr. Brockway. Yes, we're familiar with that.
Senator Moynihan. Thank you.

The Chairman. As I understand it, the agenda today
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-with that. If somebody wants to propose it; they can do it

says a DOT study on import of. the use of tax on international
carriers. That was a study that Senator Mitchell requested,
and ‘I think we approvediof thaﬁ;yesterday, I don't know of
any objéction. Is that correct? 1Is that the study

Senator Mitchell had an interest in?

Mr. DeArment. That is the study that
Senator Mitchell requested.

The Chairman. And;_numbe; two; Senator Matsunaga
raised ‘the question of the 9 cent -- this is the
Moynihan/Matsunaga tax amendment. That was defeated, but
apparently he did not get a vote on his one-year extension
of current law. Is that correct?:

Mr. DeArment. That's correct. He did not get a
vote on it.

The Chairman. I don't think there is any objection
to ‘extending current law for one year, |

Senator Moynihan. 1I'd appréciate it.

The Chairman, But then} again, Senator
Matsunaga will be here later. He indicated he didn't get-a

vote on half of his proposal. So I don't have any quarrel

later. So we can suggest that's been approved.
Senator Moynihanf We are getting along famously,
Mr. Chairman.
The Chairman. Right. I think we finished this
Moffitt Reporting Associates -
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fairly quickly.

(Laughter)

The Chairman. While we are waiting for other
members £o get into the key amendment‘here; Senator Childs
stopped me.yesterday concerning a transition rule. I don't.
know whether he talked to Mike Stern or not. Was it IDB?

And .also .Senator Wendell.Ford raised somethihg
about-the Glenmore Distillery in Puerto Rico. Are you
familiar with that, Dave?

Mr. Brockway. I am not famiiiar with that.

The Chairman. I indicated to both Senators that
if they could give us a memo -- I think maybe you are aware
of it.

Mr. Wilkins. I spoke with someone on Senator

Childs' staff late last night. They supplied me with some

information about the project in Florida. It's a solid
waste.disposal facility that has some 1982 action, with a
revenue ruling and an inducement'resolutién. I am
prepared to share that with the other staff members this

morning and add that to the bill; if that is satisfactory

.with everyone.

Mr. DeArment. Mr. Chairman; we haveireceived the
same information. It wasn't ciear to us that the bill
necessarily covered the project; but I know Don Susswein
has worked out some language;
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5

The Cﬁairman. All right. I know of no objection
to taking care of that.

What about Sehator Ford? Could you check on his
problem?

Mr. Belas. Senator Dole; Senator Ford's problem
was in how you caléulate the amount of redistillation that

would be allowed to continue in Puerto Rico through the end

- of their fiscal year. He was concerned about whether it

would be possible to draft it in terms of gallons rather than
in the actual grOSS'amount'of dollars; |

Evidently he has a canstituent who hés an
investment in Puerto Rico. Since‘theyuare-being-paid back
their investment on a 50—dent'per gallon basis, as I .~
understand it, it would be more effective for them in
regaining their inyestment.

The Chairman. That would be limited to one
distiller there?

Senator Moynihan. Néw, Mr. Chairman, we have been
very hard on Puerto Rico. It was necesSary; and 'I understand
why you had to; but we have given them not :one thing.

Now, I don't know anything about this, and I would
like to hear a lot more about it before Iivote.‘

Mr. Belas. Senator Moynihan; this would not be
in any manner a cutback or an increase in the amountof
cover-over, It would just t§ be to draft it in terms of the

Moffitt Reporting Associates
2849 Lafora Court

Vienna, Virginia 22180
(703) 573-9198




10.

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

.could check with Senator Ford. I know Senator Moynihan

~item that I am aware of that I would like to clarify for

6
amount of gallons. that Puerto Rico. would be allowed. to use
for --

Senator Moynihan, " What does the Government of
Puerto Rico~think of this?

Mr. Belas. We have not had an opportunity to check
that out.

Senator Moynihan. There is an elected government
in Puerto Ricp; elected'by~American citizens.

Mr. Belasf Senator; I was. just described
Senator Ford's problem. He does nbt qﬁarrel; I do believe,

with what level we do it; it is just a.matter; in drafting,

. how you get whatever are the dollar -amounts that the committed-

agreed upon. - He would prefer it be drafited in per-gallons.

The Chairman. Maybe Senator Moynihan's staff -

has a deep interest in this. .
I don't have any‘objection;-but I want to make
certain that it's been agreed upon. Is that all right?
Senator Moynihan., Sure.

Mr. Brockway. Mr. Chairman, there 'is one other

the record. It deals with the disguised sales provisions

dealing with contributions to partnerships; that there is a

transaction that Senator Armstrong was interested clear,

that the record reflected thét this transaction was not
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covered. - It was not covered under the bill}xbutAthEXPjust

. wvanted to make sure that it is on the record. -

The Chairman. ' ALl right,

Then;_in»the IDB area;.we don't want to add
anything; I want to withdraw.an amendment of mine that was
agreed tq;,withAreférence to the-Wolf Creek Project. So
that can be eliminated.

-Mr. DeArment.. Here is Senator . Childs now.

Mr. Susswein., "Senato;;,in addition to the
Florida crushed stone project --

The Chairman. ' Didn!t we take care of Senator
Cﬁilds?

Mr. Susswein. ‘Yes;_we.did;,senatOr.’

In addition to that; we have a technical on the

IDB area which would say that the modification of the 1980

Mortgage Subsidy Bond Transition Rules would only apply'
to bonds issued_moré than 30 days after the date of committee
actibn;,would not apply to. the River Place Project in
Minneapolis;_Minnesota;gand would apply only to bonds
issued for new mortgages. -
The Chairman. ' All right. -
But you will take care of the Wolf Creek, and
eliminate that? Don Susswein?
Mr. Susswein. ' I'm sorry.
. The Chairman. I didn*t get any response on Wolf
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Creek. JWill‘thgt be.taken.che of?

Mx..Sussweiﬁ. j¥e§. 'Thgt.will.be.removed from the
package;]SenatOr.

The. Chairman. Stricken from the package.

Senator Grassley. xMr,'Chairman?

The Chairman; Senator Grassley?

Senator .Grassley. I would like to get the
committee's approval on an amendment not costing any money'
that calls for a study@'3The amendment ‘would be exactly’
the same as I got-adoptédjon:theffloor of the Senate in
l981;_or_maybe.it was 1982; and then taken out in conference,
célling for a.sfudy.of.alternate'ta# proposals.

We .were told in'198l that we didn‘t need it in

conference because the Department of Treasury was going to.

.come forth with the studies and issue some reports. And all

we -got was a'preliminary report in our hearings in the Fali
of 1982; whenrwe had hearings on alternate tax study.

The House did includé in their Ways and Means
bill this year Kent Hance's amendmént for an alternate
study to include the gross income tax.

I don't want to limit mine to just that extent,
but I would like to have it on the various alternates that
have been talked about; plus the gross income tax, and I
understand that some of the studfqis=gQinngnw£ight4now-by
Treasury; but the purpose of-my amendment would be to see
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this time that those studies.are actually brought out and
made public and completed.

Mr. Pearlman. Mr. Chairman;‘as the Senator points
out; we are undergoing a very comprehensive study. We did/

have some concerns about the Hance proposal, only that we

‘want to make sure that we are not doing. duplicative work.

.And so we asked Coﬁgressman Hance to work with
us. in making sure that the language of his recommendation
didn't invent work for us that we all mutually agreed was
unnecessary.

I would hope that; if the éommittee does adopt
Senator Grassley's recommendation; that at least we can'have
some discussion about precisely what the wording of the
proposal is.

You know; we have a major commitment of resources
this'year to do work on comprehensive tax reform. And
frankly; we are strained in our abilify to do that. And I
would hope thét wé.could obtain some consensus on what we
do during the year; because we just can't do everything.

So, if we can just work with you, Senator, in

‘making sure that the language of your proposal is consistent

with what we think we can do during the year, we will be
happy to support that.
Senator Grassley. All right. I'm willing to do

that on the gross income tax portion of it, because as far as
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10
my proposal here}_I would not want to pretend that it's that

refined that we wouldn't need discussions anyway.

But there are two points I want to make in addition

to the gross income tax:

One is that I want my proposal to include everything

I included in the year it was adopted on the floor of the

Senate. And; secondly; this year I hope it doesn't get taken

out in conference;_because I do want these reports to be
finalized and presented; because I think in the next two
years we have got to give a great‘deal.of consideration to
massive changes in the Tax Code.

The Cﬁairman} Well; I can't predict what would
happen in conference. I méan; the House doesn't like to
spend millions of dollars fér studies.

But I think you will take care of most if it; is
that right?

Mr. Pearlman. Yes. And weAareAhappy to work with
you in tryihg to.doﬁsomething.v

The Chairman. Senator Armstrong is here. As

I understand} I handed you a memo yesterday; and you

~indicated that could be taken care of.

Mr. Pearlman. Yes. I think that's the one that
Mr. Brockway Jjust referred to. He indicated that we did not
intend by the committee action to effect the transaction he
talked about.
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As long as. we are QL; clear. that whgt.we are
talking about there is the application oﬁxtheypattnersh;p
constructive=~sale rule;:then:we are in. total agreement.
There wés some. suggestion that there was relief being
requested from.the Rantnérship Allocation Rules in the bill.
We are told now that that is not the case. But I think
the record should show that we would not be subportive of
that kind of provisiﬁn.

The Chairman. I thlnk, 'D'ave} that you indicated
on the record before that Senator Armstrong idsuhéres:. L+,

Mr. Brockway. That's correct. This is a
disguised—sale brovisiOni It woﬁld'not have-been-covered
by the bill;;but it makes it clear more how that reflected’
in the press release. |

Senator Armstrong. Thank you; Mn.AChairman.

Senator Moynihan. Mr, Chairman; Mr;‘Pearlmah's
being here; could I just notei:before he arrived the
committee agreed to put ip this final bill the proposals for
a étudy of tax shelters; which was part of the tax shelter

legislation that I introduced earlier this year. I will

.give you the language.

The Chairman. We are just waiting for a couple of

- additional members.

Mr. Arment. Ron; they also noted that this
committee had been promised a study of who owns the national
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12
debt;Aand}weuhaue;not received that.§tg4y,from the.T:e§sgry
Department. ‘We would like to;

The Chairman;.'We.wogld like to ﬁinq o@t..
"TEause)
The Chairman. ' Are there any other minor details?
David? Mike? Do you have any transition rules that you
are;aWare of? And would you check with Senator Ford with
me?
~_I might say that Senator Metzenbaum indicated to
me. that we have added too many'loopholés to this bill;‘so_
that it is going to increase his workload when.wé_get to the
fioOr.'_Ith niée to have .an assistant commissioner around
to help you with:your_worka

Mr. Brockway, ~Mr. Chairman;_there are two items..

.that weren't clearly reflected, I guess, in our discussions

the other day on thé Treasury simplification package,. They
were not in the House bill; but they are technical changes
that had been cleared with the staff,'

Just to reflect; for the recerd: One dealt with

the statue of limitations on contributions to native

_construction. The other dealt with financial reporting of

the investment credit; the requirement that you have to get
the Secretary's permission to change your accounting method,
which would be deleted.
These two.provisions that Treasury suggested, then,
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would be considered.in the package.
The Chairman. ~ Is. that correct?
Mr. Pearlman.  That is correct.
The Chairman. ' All right.

Maybe we will: just. visit here for a while. Is.

there anything. to the rumor that':the House may go back and

- raise more revenué in the Ways and Means Committee?

Mr,. Brockway. 'Evidently;,Mr. Chairman}{the

Democratic caucus. there has. agreed .in the Budget Committee

. t0 $49 billion. That was. reported in'the paper today. . If

that's true, then their bill as: reported by Ways and Means

meets that goal. * But I have no further information than

. that.

The Chairman. They would be a billion short?
Mr. Brockwdy: ‘Wel;L; I think their bill is
$50. billion.
The Chairman. jOh;,they are.a billion-long.
Mr; Wetzler. 'Mr._Chairman;,I.think what may. be-

happening is the budget committee may. be looking at 1985

vthrough;l987;_andAthe Ways and Means bill raises a billion

'in 1984; so if they don't want to give us credit for the

1984 revenue;_we could always slop that into 1985 somehow
and get credit for it that way. I'm not sure we have to

actually go back and raise another billion.

The Chairman. . Could we use the word "slip" instead
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of,ﬁslogﬁ?.
A‘(Lapghter)p
Mr.4Wetzler,. I£Athe enactment of the bill is
delayed;’it would "slop" over;,anyway;

The Chairman. It has a better ring to it, I

think, . Of course;Ayou.are.talking'about the otherfside; so

maybe -- you know. -

(Laughter)

The Chairman. Let's see: One;‘two;'three;_four,
five;.six;.seven. CAll rigﬁt;,

We are down to the one major amendment here;_which
Wwill probably. take. some time;.becauSe I think DOT would like
to make their casg;_and oﬁhers would like to make their
case.,

‘I think first of all we will hear fron the DQT on
théir_proposal;_which is 6 cents and 650;,'And:létié;getp
some charts out and show who is.goingAto pay the difference
here. I mean; I think once the members understand that we
are going to.shift the burden to smaller trﬁcks; there might
be. some flexibility on the :committee. -

As I understand; Harry;,if we adopt the -- well, I
have a compromise which I would offer. But if we adopt the
compromise;.which I'1l discuss in greater détail later, we
will feduce the'uée tax for all those trucks between.r- what?

Fifty—five‘thousand and 75;000 pounds?
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Mr. Graham. Yes, sir, Senator. That's correct.

The Chairman.. And what percent of the truck; in
the country does that répresent?

Mr. Graham. Sixty-six percent of all trucks.
Over 695;000 trucks are registered at less than- 75,000
pounds.

"The Chairman. So the question is whether we take
care of the big truéks at the expense of everyone else. So
we will get into that later. All right, -

Mr. Barnhart. = Mr. Chairman; we have looked very
intently at the truck situation; but I think one thing Qe
héve got to doAiS'to rememﬁer we are starting from a given
of the $1900 level on the;use tax that was adopted a year

ago. We recognize that that is a severe fiscal burden on '

. the trucking industry; and so we have explored every option

possible to minimize that economic hardship without déing
damage to our cost allocation study.

We have come up with our 6 cents and 650 max on
the use tax; and we feél it meets all of the?reqﬁirements

to raise the revenue and to retain the equity, .and to retain

.also the ease of collection.

I would point out that because of earlier actions
on additional exemptions that the committee has added, it
becomes—moreAimpenative than ever that we stay in line with
the DOT-4 recommendation; fo?; by prior aétions this
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committee has dropped. some $500 million from our total
revenue that was estimétéd. DOT-4 will. in fact raise some
$330 million toward that deficit of the $500 million that
has been4created.

We believe it is more equitable; that some of the

options that have been discussed are frankly rather illogical.

When the Congress just a year ago established a uniform
80}000 pound load limit. arcund. the country;.tO'then; under
other options} cut off that use. fee at 72;000 pounds i;
8000 pounds below the limit that you all established as the
recognizedwlimit;eé seems to me totally inconsistent,
iilogiqal; and;?further; it does some damage within the
class of vehicle on the equity issue.

The greateét’underpayers of their fair share of

_the cost is in the vehicle between 70~ and 80;000 pounds.

And by cutting off your use tax at 72;000 pounas; you-
nécessarily; then; thrust a larger burden on those vehicles
in the 55;000—and-up category.

To us; while it may seem a small point; it is one
of equity that we think is terribly important, and therefore
we have been very firm in our advocacy of the 6 and the 650
level.

Beyond that; there are.other options that have a
cliff of '$150, for instance} at the 55;000 pound level. We
think that that is, again, uhfair; unfair treatment, for
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that particular Qr09p of_trquingAvehicieg, " And that
constitutes<a‘tremend§g$ npmber oﬁ_yehicles;uthgtls.in the
area of the house movers;,the‘retail deliverers in
urbanized areaé; that's the grocery. stores that move their
matérial;‘their produce;Afrom centralized places in urban
areas out to the.ouﬁlying stores. It's the furniture stores.
We are hitting literally thousands and thousands of vehicles
here at the expense of 10 percent or so of the longest of
haul.:vehicles who would pay mo more on . the use tax than those
at the<72;000 poundqlével,-.We think it is terribly unfair.

It is the long-haul vehicle that I think should-
péy-more, "I haﬁe béen in many trucking meetings, and
overwhelﬁingly the vast.majority of truckers. benefit from
DOT-4 over our_presentvlaw'of that $1900 max.

I have been in one group up in .Detroit. Unknown
to-them} I was early; and sat in the back of the roomiwhile
they conducted the rest of their business before I spoke.

And in their survey of eight different companies, on the
average mile per vehicle; it was 175,000 miles a year up to

a top of 232;000wmiles per year. And yet, those vehicles

~would have their use tax cut off at 72,000 pounds at $500

under the House proposal. We think that's terribly
inequitable.
Senator Moynihan. Would it be the case that the
very large trucks are the onés most likely to be using the
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interstate system?

Mr. Barnhart. Yes; on the interstate. And I °
would point out somethiﬁg elSe;,tOO.' We have worked with
the Staté very well to get a usable system for these trucks.

And I think we have done a darn goodﬂjob; when you stop to

realize we've got 50 States plus:the.Distric¢t and Puerto

Rico; we have had only five éourt actions challenging our
route designations. And thaf!s pretty miraculous. And we
are working out our other problems; too}?to make sure'thét
all truckskhave adequate cémmercial access and safe routes -
at thdf;. SoLwe:are not 'slighting the’trucking‘industry,
bBecause. it isn't the trucking. industry we are trying to
serve -~ at -the bottom liﬁe; we are trying to serve the

consumer who has to pay the additional cost. "'But we are

-still concerned about the balance of payments.

The Chairman. Could I ask a question?‘ I think what
is important to most of us is who is going to pay the tax.
Everybody knows there is a very drastic reduction. In fact,

I think this committee was on record -- we-asked for the GAO
study; we felt that the use tax was»far too high,. in any
event, when this bill was passea.

I think now we need to know, and I think Qe have
tried to do. that in furnishing this information; but maybe
it would be helpful if somebody could point out what we are

talking about here. It is trying to reduce the tax with the
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compromise that I will offer ~-= not the DOT proposal =- but
reduce. the tax for about. 66 percent of the trucks. We are

either going. to do that, or we are going to shift the tax

- to that 66 percent;‘to‘beneﬁit the very large trucks in this

country; “Am I correct;_or not?

Mr; Barnhart;‘ That is‘correct;‘sir.

I have talked to two of the major independent
operatorrowner organizations;‘HThegaverage‘mileage on one
association's is 102;000;‘,The average. on the other is
108;000. The greak—evén pdint; that‘ié;_the amount. of
revenue. . that would pe derived under DOT—4 or extracted from
tﬁe-individual ﬁrUCker; as.opposed’to'the present law, the
$1900 max, the break-even point is about 120,000 miles.

SQ; unless you drive over 120}000 miles; you

~actually are getting ease of'payment.or an actual cash

advantage on your outlay. But the folks who drive ovef‘
120;000 -— they obviously are going to pay more. But I don't
think!.that's unfair.

Senator Wallop. Mr. Chairman, that figure is

contrary to the one f—uRay};I*mwsorry; but the one you have

_given us, ‘the DOT—4; is 104,000 miles and 79,000 miles.

DOT-4 is 6 cents, 650; 79,000 and 166 miles is break-even;
104,000 and 167 is break-even at 1900,
Mr. Barnhart. Senator, I think you will find some

variation in there because of the efficiency of the various
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types of. vehicles.

Senator Wallbp. 'Well;,if_you‘are going to talk
efﬁiciency;,Ray;'then talk the rest oﬁ the efficiency} énd
that is. the heavy trucks use more fﬁel and pay more tax on
the diesel differential..:

Mr. Barnhart. " That is correct. But we have

balanced that out;,andiwe.still.stand by our figures.

NOW;,there are some trucks .in -the olderifleet and
in mountainous terrain. - and you have that.out in youf
State;_sure.—~ where you.have,some trudkérS'who are getting
4 miles to the gallon as opposed to. some of the other

léng—haul truckers out in the Plains States that are getting

5.5 and 6. But the efficiency of the trucks themselves is

increasing dramatically; and has in recent years.,

The-Chairman.: Dr. Kane?

Dr. Kane. The difference between .the light'trucks
and the heavy trucks is. very small in terms of miles per
gallon. " You are talking about a couple of tenths per mile
per gallon in terms of 55—60;000 pound.trucks; versus
80,000 pound ‘trucks. = So you really do not get the kind of
spread between the light and the heavy trucks;:in.terms of
payments under a diesel differential.

Senator Wallop. Well those are new figures from
DOT; then. I'm sorry. But that is not what you gave us

when we started these negotiations.
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I have only to go on what you. tell us in- the first
place;Aand if what you tell us in the first place is
different than what you-tell‘us in the second place, we are
not ableAto compute it.

Dr. Kane. What we have said is 120}000 miles on

DOT-4 is the break-even on the heavy trucks.

Senator Wallop. ' Earlier you said less.

-Mr.. Barnhart. "I don't recall-it;]Senator, Iﬁ we
have given you. some inconsistent figures;_I‘apologize. But
to my knowledge;,we have nét<provided inconsistent
informatidn.~“It is certainly possible. It was certainly
nét deliberate- 

Nor have we proﬁided figures simply .to prove a

point. We have analyzed this thing and come up with our

‘best judgment. And obviously there is speculation;

depending upon. the efficiency of the vehicle and the
terrain you traverse.

Senator Chafee.  Mr. Chairman? Do I understand

that what we are debating here this morning is the difference
between these various proposals as set forth? 1In  other words,

-the two factors being the diesel differential and the 600

minimum tax and so forth; with the DOT having 6 cents and
6502 Is that what is before us?
The Chairman. Right. What we are talking about
right now is the 6 and 650.  I intend to offer a compromise
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to make it 6 and 600. = Senator Wallop. would like to go to
5.5 and. 500; and then, Senator Grassley would like to go to
36;5‘ang 240, - |
| I think it will be just a question of ~-- my own
VieW~is;.and I. say: it respectfully.to the DOT;,I don't.think
.yQp'hayevthe.votes for your pxoposal;
Mr;ABarnhart; .Reséectfully;AI would like to
. suggest we don!t;,toé.j
Senatér'chafee; 'Well;_respectfully; I think whether]
you have. the. votes or-not;\I.think you are rightf ‘And
here's one vote for you. .
The Chairman. I am going to vote for it; but I
think there may bé the votes:for the .compromise. And I
know Senator Wallop may have. the votes for his. ~ Wedcan't
have votes for everything. = But i’think we understand the
issue.
Senator Chafee. Mr. Cﬁairman; one other question.
The Chairman. = Yes? -
~Senator Chafee. As I understand it —- what is the
current maximum tax? I appreciate fhere is no diesel
differential now; and the maximuﬁ'tax is what? 19002
.Mr. Graham, Senator Chafee; on July 1} 1984, the
Heavy Vehicle Use tax will increase to a maximum of $1600.
Thereafter it will.increaseiin increments of génerally $100,

until it reaches $1900 on July 1, 1988.
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Senator Chafge. And this would freeze it? .There
wouldn't be incremental leaps upward;vis that right?
Mr. Graham. NQ;.sir. For’ both' proposalsi . The
compromise proposal would freeze it at a flat $600 as the

maximum Heavy Vehicle Use Tax;_or the éother proposal would

freeze it at a flat $500 as the maximum Heavy Vehicle Use

Tax.

Mr. Barnhart., I .would point out; Senator;_that
the lag time for the owners of five or fewer vehicles would
remain under our prbposal,A'We would not alter that. There
was anotﬁer year of implementation on that.

| Mr. Brockway. But;uﬁder the alternative proposal
there would not be the lag:time.

Senator Wallop. Mr.‘Chairman;_I think there is

-one point that must be impressed upon the committee; and I

think as well. the press;‘who.seems not capable of receiving
some - of this information; that all of theseAaré revenue
neutral; except that, as I understand Mr. Barnhart, he just
said that his would raise $300 million towards the
$500 million that we have taken off.

Mr. Barnhart. ' Yes.

Senator Wallop. So that is a change from the
circumstances in which the Secrétary's letter indicates to
us that the proposal should be revenue neutral. Yours is

a revenue increase.
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Mr. Barnhart. _Senator;,it depends on how you
calculate that; and wé have explained that before. Because
the guideline: is between OMB and the Joint Committee.

Mr., Brockway. ’Well;_Senator; if you lock at
budget receipts over the 1984 to 1987 period; which we have
been counting for the bill;_that_inciudes the effect of the
deduction of the highway taxes netting against the increase;
then DOT-4 would pick up $64 million over that éeriod.. The
6 cents;.GOQ;.would be a net $1 million pickup over that
period; and the Ways and Méans bill woﬁld be a loss of
$203 million.ﬂ

If you look at the trust fund receipts over the
longer period of 1984 td'l§883£hé£.the trust fund is in
effect; the DOT would pick up 3257 The 6 and 6 would pick -
up 225; and the Ways and Means bill would pick up 6.

S6 you arenlookiné at different items. These are
exclusive of the changes you have already adopﬁed.‘

(RN Senator Wallop. Mr. Brockway, it is extremely
difficult, and to Mr. Barnhart I would say .the same thing.
It is extremely difficult to argue anything logically on a
piece of terrain that shifts every time you step on it.

Now) we went in good faith to a meeting with the

White House staff; the Secretary's staff, ahd Finance

Committee members who were interested in this, and selected

one set of data. And that data is the one under which we have
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all been operatiﬁg.

Now;_this morning it has chénged again -- twice.
I would like to know whét.it is that we are able to count
upon. -

Mr. Brockway.  Senétor Wallop;_i-don't believe
these numbers h;ve changed. ~ These are the same numberg;vfor
example;_on the Ways and Meaﬁs.bill that are in the Ways and

Means Committee report.

The Ways and Means Bill is neutralkzplus 6 million,

looking at the trust fund feceipts over the trust fund
peridd; 'It.has_a $200 million loss;'budget receipt loss;,
in the one-year shorter- period.

Senatér Walldp.. Well;,what is the period that

we have suggested? The Secretary's letter said to me

"revenue neutral"” over the period that we have been talking

about., -

Mr.gBrockway; " I don't know what the-éecretary is
using. .

Dr. Kane; " We used the periédu'84 to '88. The-
difference comes ih.Whetherﬂybuxassumemtheﬁtaxesncbntinue
beyond where they are right now;_where‘they will end
currently in 1988; or whether you assume;<ashin the current
law;_that they end in 1988.

The Heavy. Vehicle Use Tax has a calendar year

- starting July 1. " It is paid much more heavily in. the first
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first quarter. ' People are allowed to pay it on a. quarterly

basis, but it is more heavily paid in the first quarter,

betweeri July 1 and September 30th,

When you assume taxes continue past 1988}Ain
effect those oidA$1600 or $1900 levels are going to bring
in a lot .of money in that. first quartet;.because you are
assuming continuity of the trust fund; When you don't, they
bring in 'a lot less. -

Senator-WallOp. "It is our assumptiontthat all
three of. them are going.tof-— I mean;‘ﬁhatﬁs what wé are
doing;,is téking care of use tax and.sﬁbstituting.the
diesel diffefenfial. All three préposais do. that. .

‘Dr‘vKane. 'If_ydu assume taxes conﬁinue and the

trust fund continues past l988;,you get about $300 million .

.more under the STAA taxes during- fiscal year 1988 than if

you assume that taxes end.

-The way the Administration did it;'ahd the way the
budget proposal from the Administration is submitted to
Congress;‘it assumes taxes continue. It is a continuing
spending concept. °

When you do the tax estimating as the Joint Tax
Committee dées; you assume just current law. When you do
that;.you would receive -- under the STAA taxes —- less -
receipts in fiscal year 1988;,about $300 million less.

The reason;,again;iis that the Heavy Vehicle Use
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Tax has a calendar year basis of July 1. In that first
quarter;_July 1 through September 30th;~when you assume
taxes continué;‘you will get a lot more money.

The Chairman. y:Could I just suggest that I think
everybody is pretty much aware of the issue. I wopder if .
we might first vote on the DOT proppsal.' Is that all right
with.you;“Mel?

Senator Wallop. Yes. But I would want an
oppertunity to have my proposal voted on.

The Chairman. Yés. 'Rightu. I understand that.

Senator Wallop. I think I agree with you about
DOT'S prbposal;

The Chairman. ‘i hope you agree with me about my
proposal.

Senator Wallop. NQ; I- don't agree with you.

(Laughter)

Senator Symms. Mr. Chairman,. befére'we.start

voting -- I don't want to confuse the issue, but I would

~Just like ton—=' o

The..Chairman. Why not?
Senator Symms. =-- through out one point.
The Chairman. I meén; why don't you want to

confuse the issue?

(Laughter)

Senator Symms. Well; if I understand it correctly,
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we think that the ST,AA;.,the whole .pa_ck_agf‘a;.‘shOpld rai,se
how much money per jear? Four and a half billiomn to
25 billion a year? Is that what we are talking about?

Mr. Barnhart. ' It would be 64.8 total.

Senator Symms; So every two years it would raise
about $25 billion?

Mr. Barnhart. It is 64.8 over the life of the
bill.'

Senator Symms. You.see;.the'point.I am getting
at; Mr. Chairman;VI don't égree with,éll of the numbers that
the experts arevchbmping out here; for two reasons:

One ié; the ihdependeﬁt truckers that I have talked
to.since we had the hearing that day and asked the-

question; and I think you and I were both somewhat surprised

.that the independent truckers' own witness said that 25 to

30 percent.of their membership were nbt paying their $240
use fee because they had never even known abou£ it over the
years —- well, I went homé and talked to a lot of truckers,
truckers coming around to#me saying they didn't know there
was a $240 use fee; so they had gone in. and paid it back for
the last two or three'years-and‘hoped that they wouldn't be
in any trouble.

I think this is a fact. Now, once STAA becomes
part of the books; the States are going to enforce this.
So that $500 use fee that Seﬁator Wallop is suggesting is
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going. to raise much more than twice as much money as the
$240 use fee now that ?eople~aren&t paying. -

So what I would suggest we do -- if in two years
we haven't generated between 24.5 and 25 billion; that we
take the Wallop proposa} and then just leave it alone. If
it raises over 25‘billion;_w¢ drop the fuel tax of 1 cent,

and if it goes below 24 billion we raise.it a cent for the

‘last two years. And we won't have .the problem.

As. the Chairman. of the committee. that. spends this
money;,all~this.talk about it héing'exact;_that's ailot of
nonsense aﬁyw&y‘ We are going to spend it as we getlit.in _
the trust fund; and whether we have 100 million more or
200 million moré;'I don't think Qe can estimate it that
close. -

I would have to say;.eri Chairman;’your proposal .

looks like a pretty good compromise; althoughglfhappengto,

. support what Senator Wallop is trying to dQ} yéurs looks 1like

a pretty good one.

| The Chairman. i:wodld just say one word, because
I think we agree we have to vote or not wvote., I would like
to. say a word about what I intend to offer as a substitute
for the DOT proposal. 'Again; we can argue all day about
whether it's -- I guess if fou include the l-cent gasohol,
6 and 6 would still be a litﬁle short on revenue. Is that
correct?
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Mr. Barnhart, That's correct..

fhe Chairman.  But that l-cent gasohol is in the
other package. Is that correct?

Mr. Brockway. 'Yes;,sir. You will still be short
in the trust fund; though;jin-the aggregate; on the bill.

The Chairman. " What I have tried to do;,and I have
discussed this with the Secretary of Transportation;lis
figure out. some wayito try.to.preserve the trust fund as
much as we can and still make certain that there is some
equity in the proposal.

Under the House proposal;:the truck that registered
55;000 pounds wéuld have to pay—a_Heav? Vehicle Use Tax of
$150. Under the compromiée; it's only $75. And égain I

would point out that we are talking about 66 percent of the

“trucks.

Now; the House proposal forces the trucks
registering between_55;000 and 72;000 pounds té pay more
Heavy. Vehicle Use Tax; evén though they generally drive leés
than half fhe number of miles that:trucks weighing over
72;000 pounds drive.

Under my proposal; trucks registering between
55;000 and 75;000 pounds would pay less than under the House
proposal, = At 60;000 pounds;_a.trqck would pay $180 in
Heavj:Use Tax under my proposal; under the House proposal it
would have to pay $250. ‘Thié trend continues up to 75;000
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pounds, which means that 695;000 trucks will pay less

ﬁeavszehicLe,Use.Taxeé under the compromise than under the
House proposal. - |
It is only the trucks registering at more than

75;000 pounds -~ 378;000 trucks -- that would pay more
Heavy Tax under thevHouse proposal. " And these are also the
trucks that generally drive the greatest number of‘miles,

| But;'I.think_even.more,importantiy; I have asked
DOT to identify who are these trucks; who are these'66.
percent? And I am toid they are moving vans, service
industry trucks;_rental trucks; city delivery trucks.
Génerally these'are.small business companies; and these
trucks represent 64 percent of all trucks registering in

the 55;000 to 80;000 pound category. So we are not quarreling

‘about much; butvI‘think we are talking about trying to have

révenue neutrality and preserving the trust.fund, because.

I understand there are great demands on ﬁhe trust fund.

Many of us would still like to figure out some way to

increase“the gasohblaexemption, but in the spirit of trying

to work it out, I would offer the 6 and 600 as a substitute

for the DOT proposal and hope we might have a vote on it.
Senator Wallop. Mr. Chairman} if that is your

will, obviously you have it. But I thought that what you had

agreed to was that we would vote on DOT-4.

The Chairman. You could substitute it for mine, if
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you want to.

Senator Wallop. But parLiamentarily'I can't.

The Chairman.. Well;,we cbuld.&ote on-DOT—Q; a
voice vdte.

All right; DOT-4. All in.favor; say Aye.

(Chorus of Ayes)

The Chairman. 'Oppdsed;,No.

(Chorus of Noew)

The Chairman. The Noes have it.

Now we are on thé compromise.at 6 cents and 600.

Senator Wallop. I would like to offer mine as a
sﬁbstiﬁute and have a minute to explain why I think there is
a difference.

First of all; in the equity figures of which they

_speak, on the single unit trucks mine and DOT-4 are the same,

and they are both higher than STAA. I think that is
sometimes lost in this argument. On- the heévy trucks, we
are talking about two/one;hundredths percent difference
betwéen us and DOT-4 and the compromise.

Now; let me just suggest that we have not
considered the issue of the diesel differential, which is the
whole point of this exercise. What we are trying to do is
make the people who use the highways pay the taxes; and that
is done by the consumption of fuel more than the dollar

5

figure on a use tax. A use tax goes whether or not a truck
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- operates at all.  You pay it if the thing is parked in the

garage; unless you don't license it at all.

The whole conéept of the diesel differential was
to shif£ the burden of taxation to the pebple who are on the
roads. And it strikeées me aé passing odd that when the
industry has agreed to pay ﬁhe same dollar volume in
taxation} and it chooses:a level of equity; which they have‘
in the proposal that I am.offéring} who. in ‘the hell are we
to tell them that there is a better equity? I méan, I just
do not understand this idea. of substituting judgment for the

people who have agreed to pay the tax in its toto that was

i levied on them last year ——}itfs a question of how we

redistribute it.

Mr. Chairman; I think I would make one other

point: Under the $500 proposal there is a 115 percent

increase .in pre-STAA taxes. Under my version, a 3-axle
rig at 40,000 pounds will see a 67.&wpercen£ increase; éh-
50;000 duﬁp trﬁck, a 50 pércent increase; a 4-axle 60;000
pound rig; 100.3 percent increase. And the 78,000 pound
5—axie rig is 115 percent increase. |

It does not ‘strike me thatithe heavy trucks under

those figures are getting off easy. I do not understand this.

It:seems to me that we're wrapped around the question of
faith, and I don't know why faith has anything to do with
it when we are seeking equit& in the industry generally.
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And I have not had contact from anybody_opposihg.where the
industry has come down on this issue. It Jjust strikes me if
they say that they are Willing to pay the same amount of
taxes; and this is the way they would like it distributed,
and the heaviest trucks get the heaviest increase under
the proposal; and the equity figures which were sent to us
have been provided by both BOT and by the industry show that
that increase falls heaviest on. the heaviest trucks; we
match exactly what.thgrsecretary-aSked us to do: One, that
it be revenue neutral;,and; two;_that we stay within the
bracket of the equity figures. -

I,jusﬁ have to tell you that we do.

The Chairman. 'Are you going to offer yqpré as
a substitute?

Senator Wallop. I am offering mine as a
substitute; yes; Mr. Chairman.

The Chairman; I would.just>hope that my colleagues
would defeat‘theEsubstitufe and then accept the compromise
on the basis of primarily.this little sheet on who is going
to be helped by the compromise. We are still going to be in

conference, I don't see much reason to debate it further,

so maybe the Clerk can call the roll.

Senator Baucus. Mr.'Chairman; I would like to make
one brief statement here in support of what Senator Wallop
is doing here. |
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The fact of the matter is that thé present
proposals do very largely discriminate ‘against Western
States. I don't want to get into a sectional or regional
issue hére; but I don't care how.you.slice it; whether it
is on.a 10€mi1e,baéis;4on,a mile‘baSis; on a Highway
User Fee basis; the Western States:pay‘on'thé average more
than twice the payment found on your indices} yoﬁr
criteria; than_other Sfates. IAnd'the'proposal_from the
Senatqr from WYoming'begins to .redress that. -

.Erankl?;fit;ié&fﬁéﬁfﬁﬁat’péint of. view ‘that you

redress an imbalancé'in.tnansportatiqn costs as they apply

. to Westerners as compared to other parts of the country

that I approach this; and.it is for that reason that I very
strongly support the'propOSAl. |

Senator Wallop. Mr. Chairman, could I just make
one more point in that? One of the things I don't like.
about the compromise proposal iszthat it fails heavily on the

very heavy special-use trucks which travel very few miles. It

it those trucks like Slumberge units or things like that

which are very, very heavy and have probably done 20-30,000
miles in a year, at the outside: if they are really busy.
They will pay an inordinate amount of the increase.

The Chairman. Well} I fried to point out -- and,
again, I don't want to delay it -- that we are talking about
moving van, service industry;trucks; rental trucks; and city

Moffitt Reporting Associates
2849 Lafora Court

Vienna, Virginia 22180
(703) 573-9198




@

10

11

12

13

14

16

16

17

18

19

20

21

22

23

24

25

36
delivery trucks Who are going to benefit from the
compromise. But I thiﬂi we just have to vote and see what
happens.

Senator Wallop. I'm for that.
The Chairman. The Clerk will call the roll. This
is on the Wallop substitute to the compromise. Right?
Mr. DeArment. That is correct, the Wallop
substitute; five and a half;JSGO;'
Mr. DeArment. Mr, Packwéod?
Senator Packwood; No. |
Mr. DeArment.. Mr. Roth?
Senatbr Wallop. Aye; by proxy.
Mr. DeArment. Mr; Danforth?
Senator Danforth. Ayé.
Mr. DeArment. M2r. Chafee?
Senator Chafee. No.
Mr. DeArment. Mr. Heinz?
Senator Heinz, :No.
Mr. DeArment. MR. Wallop?
Senator Wallop. Avye.
Mr. DeArment. Mr. Durenberger?
Senator Durenberger. .Aye.
Mr. DeArment. Mr., Armstrong?
The Chairman. No.
-Mr. DeArment. Mr.-Symms?
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Senator Symms. . Aye. .

Mr. DeArment. Mr. Grassley?
Senator WalLQﬁ.; Aye; by proxy;
Mr. DeArment. Mr. Long?

(No response)

Mr. DeArment. Mr. Bentsen?

Senator Bentsen. No.. -

Mr. DeArment.. Mr. Matsunaga?
Senator Matsunéga. No.

Mr. DeArment. Mf. Moynihan?
Senator Moynihan. No.

Mr. DéArment. Mr Baucus?
Senator Bentsen; AYé.

Mr. DeArment. Mr. Boren?
Senator Bentsen. Aye.-

Mr. DeArment. *Mr. Bradley?
Senator Packwood. No.

Mr. DeArment. Mr. Mitchell?
Senator Mitchell. No.

Mr. DeArment. Mr. Pryor?
Senator Bentsen. Aye.

Mr. DeArment. Mr., Chairman?
The Chairman. ' No.

(Pause)

The Chairman. The Ayes are 9; the Nays are 10.
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Mr. DeArment. Mr. Packwood?

The Chairman., ' Aye.

Mr. DeArment. . Mr. Roth?

(No . response) . | .

Mr. DeArment. Mr,. Danforth?

Senator Danforth. " No.

Mp. DeArment. Mr. Chafee?

Senator Chafee,  Aye.

Mr. DeArment. Mr. Heinz?

Senatbr ﬁeiﬁz, Aye.

Mr. DeArment. Mr. Wallop?

Senator Wallop. 'Nb.'

Mr. DeArment. Mr. Durenberger?

Senator Durenberger. No. -

Mr. DeArment. ' Mr. Armstrong?

The Chairman. ‘Aye.

Mr. DeArment.. Mr.‘Symms?-

(No: tesponse). -,

Mr. DeArment. Mr. Grassley?

(No response)

Mr. DeArment. Mr. Long?

(No response)

Mr. DeArment. Mr.-Bentsen?
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substitute.

Highway Use Tax. Maybe we can do that by voice vote.

Senator. Bentsen, | Aye.

Mr. DeArm.en't.,: " Mr. Matsunaga? .
Senator Matsuhaga, " Aye.

Mr. DeArment. ' Mr, Moynihan?
Senator Moynihan; " Aye. '

Mr. DeArment. Mr. Baucus?
Senator Baucus. Né;'

Mr. DeArment. "‘Mr. Boren?
(No response)

Mr. DeArment. Mf. Bradley?
Senator Bradley. Aye.. .

Mr. DéArment;' Mr,vMitchell?
Senator Mitcheli. Ayé.'

Mr. DeArmént, " Mr. Pryor?
Senator Bentsen. No.

Mr. DeArment. " Mr. Chairman?

The Chairman. Aye.

Senator Wallop. Mr. Roth votes No by proxy.

The Chairman. " Mr. Symms votes Aye.

39

The Ayes are ll; the Nays are 6. The compromise

to.

Now, if we can vote on Senator Grassley's

All in favor; say Avye.
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~(No response)

The'Chairman. " Opposed?

(Chorus of Noés)

The Chairman,' It is defeated.  So that takes
care of it.

Is there anything else;_Ray?

Mr. Pearlman. 'Mr.AChairman;_wefneedvsome guidance
from the committeé on.how to handle credits for the light
users of the automobilés,and.vans._i

As you,know;,the-Ways,and Means Committee provided
a one~time credit. = Qur preferencé wduld be to .do an annual
credit on aé:simple a basis'asuwe Can;.buf.We need some
direction from theuoommitﬁee@on that poiht.

The Chairman. What do you recémmend?

Mr. Pearlman. Our recommendation is an annual
credit. " We can either do it én a,staﬁdard credit basis --
that is; a prescribed ddllar amount each yeax; based on
data on average miles traveled -- or we can do it on the
basis of a téble which giQes a certain number of cents per
mile-and let the taxpyaer multiply it times the number of
actual miles;,or a presumed amoﬁnt of miles. And we really
have no preference as to those two approaches.

Senator Moynihan. I would move a table;_

Mr. Chairman.

‘The Chairman. ' All right. ' Well, let's do it that
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way. .

And let me ratify what we did-earlier; becaus¢ we
only had four members. ‘Senator Mitchell had a study request,
and that-has.been agreed to. Senator Matsunaga did not
get a chance to vote on the second half of his amendment
yesterday; we agreed to that. - And Senator Moynihan was
here.

Now; I understand Senator Bentsen and Senator Heinz
have something.

Senator Bentsen.ilYes;.I'have one.

Senator Heinz, Mf- Chairman; I just have a quick
clarification on something.

Senator Bentsen. Well; mine is a clarification.

Senator Heinz. Go ahead; Lloyd. Sure.

Senator Bentsen. What I wanted the committee to
do is to clarify for the drafters héw we handle the
prepayment on farm expenses.

As I understand.it; there is a serious danger
that this 50-percent cap;Athat if they spill over that cap
that they lose the entire deduction; or that they might be
thrown into the category of a sYndication; and then be
precluded from perpayment in the future.

Now; there are a lot of reasons why a farmer
prepays expenses. You get a situation where he can buy seed
in the Faii at a substantialAdiscount; and he goes ahead and
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does that.

You can have another. dituation:-where some
fertilizer distributor éives him a heavy discount if‘hg will
buy and bay cash ahead of.time;jand he does that.

You get a. situation where a farmer is estimating .
his expenses;,then you have something;like the PIC program
that comes.in;_and he appreciably-cgts down overall on his
costs of farming. |

So you get some. very. substantial variances.

Now;”what.we had-agreed to do;.because yoﬁ already
have these kinds of.limitations.put.in on syndications én‘_‘
prepayment;,we agreed to.tighteh up on’' it. But I don't.want
to. see us tighten up on.iﬁ'to the point where .we have the

ordinary farmer and cattleman who gets himself in a position

‘where you throw him into a syndication status, or you are

going to require him to do a substantial amount of accounting

and keeping track of all of his supplies at year-end.
Now;_this idea that.a farmer sits there with a

computer or a console and keeps track of all of that may

lookAawfully good in some story in Fortune; but there are

just not many of them who do thét type of thing.

| So I think it is an unreasonable burden that is

being put on farming if it is constructed that way.

ObviouSly; if you get in a situation where these

farm‘groupé and these cattle groups have agreed to a
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50:§ercent cap on,prepayment of.ex?en§e§,_butiit mg§t not
be Looked on,as:a“clié} if they .spill over then they ought
to have a.carry-forward on the extent they spill over into
the next year. They sﬁould not be thrown under. syndication
rules; and they certainly’shouldn?t have the entire expense
account wiped out. And I would like to have that clarified,
Mr. Chairman,

The Chairman. I share'thét view. I wonder, Ron,
if you might give the Treasury's response.

Mr. Pearlman. All right.

Senator; on the last point first: Clearly, any
amourit that wouid not.be?déductible.és prepayment would
carry over. And we assume that would be the rule under the
current committee's:proposai;

But we completely agree with you on that point.

On the more fundamental.point, your suggestion g
that there be an absolute right to a deduction for 50 percent
of the prepayments --= and-I think I am construing it right --
I think our concern remains the concern that has been
expréssed previously; and that is for the so-called "mud on
the boot" farmer; we are not really worried about him. We
are prepared to permit him to deduct his prepaid feed, and
we are not concerned about abuse in that area.

Senator Bentsen. Or a cattleman.

Mr. Pearlman. Or;.if -

Moffitt Reporting Associates
2849 Lafora Court

Vienna, Virginia 22180
(703) 573-9198




10

11

12

13

14
15
16
17
18
19
20
21
22
23
24

25

44

Senator Bentsen,. An@.hekhgs.something else on
his boots, -

Mr.JPearlman,'jCattlemen.have mud on. their boots;
or dust;,whateve;;kcertainly.'

Senator Bentsen. You never walked through one
of those lots with me;'I can see that. But go ahead.

(Lauéhter)f

Mr. Pearlman. We are conderned} frankly, of thé
investor'whoi,because.of.traditionalfdefinifions in the
farming_area;,might.not.really be that kind of active person:: 
engaged’ in farming but an investor who;'because of terminology
and tradition;iﬁight be defined aS‘a-“férmer,f.'And-wéjr"
think that an absolute déduction rule is simply:'going to give

that person the ability to continue to use leverage on .a‘’

.borrowed basis to deduct instead of 8-for*l prepaidifeed,,

deduct 4-for-1 prepaid feed. And frankly; we are concerned
about that, Senator.

Senator Bentsen; Well; let me say to the
Treasury: You know; I am-sure not trying to protect that
kindAof an abuse; but I do want to see the farmer himself
and the cattleman who gets into these kinds of conditions
where he has to prepay or should be prepay; be foolish not
to prepay, to penalize him or to force him to do an
extraordinary amount of accounting that a farmer just
traditionally does not do; aﬁd that you would develop it as
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a ciiff instead of letting it carr?,forwarq;,orAthgt you
throw him under syndication when he shouldn't be thereﬂ

Mr. Pearlman. We had suggested previously that,
if the éommittee wanted to relax the rules substantially for
people whose principal occupation waS'farming; we had
absolutely no problem with that;“because we are not trying
to cause that person any inconvenience. You know;.ifﬁyou

would like for us.to pursue that kind of approach so that

‘'you can give relief to him; because I gather that is the

kind of person you are talking about; we woﬁld certainly
be happy to work with your staff in doing that.

SenatSr Grassley. On Ehatfpoint; that doesn't
detract; then; from our oﬁerall goak; what we tried to
accomplish in the limitation?

Mr. Pearlman. No.

Senator Bentsen. I just want toibe sure we get
to your goal; and that we don't find this thing structured.

The Chairman. Let's try to do that} Ron.

Mr. Pearlman. All right. We will be happy to
try fo work to do that,

The Chairman. All right. Let's work on that.

Senator Heinz?

Senator Heinz. Mr. Chairman; a clarification. I
just want to ask the staff: 1In view of our discussion of
the Dickman Case; the intereét—free loans between related
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deals with the treatment of interest-free loans?
Mz, Brockway.. There is on a prospective basis.

There is the Treasury proposal. '

46

Senator Heinz. Mr. Ghairman} I think it would be

a good idea if we just treated all of that in our hearings .

and took that out of the package. . I don"t think we should

divide it. And as I understand;yit does have to do with

the Dickman Case.

Senator Moynihan; Mr. Chairman; may I ask what the

Treasury proposal‘is}vand what the Treasury thinks?

(Continued on next page)
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‘The Chairman. What do you have there now?
Senator Moynihan. Mr. Pearlman?
.Mr._Pearlman. I am sorry, Senator.
The Chairman. I am not sure we want to do that, but
I want to hear from Treasury.
Mr. Pearlman. I apologize. Excuse me.
Senator Heinz. Mr. Chairman, I thought our ~.-ie.i.. ;0!

‘understanding the.other day was that we were going to take

‘all Ehe matters having to do with interest-free ldans,

including the Dickman case,‘have hearings on it, because
you made the point. that no hearings had been -held.:

Aﬁd we wefe going tomtreaﬁ that as>a éommittee
amendment.

I wanted just to be clear on whether that was what

the staff understood or whether everybody understood it

~as I did.

The Chairman. What I had thought I said was that
before we start granting retroactive relief, we ought to
have full and complete hearings.

I think what you suggested would take out a substantial-
portion of some of the --

Senator Heinz. As I understand it, the so-called
Treasury proposal does grant retroactive relief.

The Chairman. No, we didn't. We did not.

Maybe Ron can tell us what you have there.
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Mr. Pearlman. I understood the suggestion, I think,

just as youddescribed it. The current Treasury pfoposal,

which I think was adopted by the committee, does not grant

retroaétive relief for‘taxpayers who might be affected by
the Dicknian casef

It applies the new rules prospectively and then it
doesn't go back ana affect-= . The.new rules don't go béck
and éffect prior ldans so that, for example, if the law
currently is £hat-interest—free loans are not taxable for
income tax purposes, the new rules would not affect those
loans retfbactiveiy, bﬁt to the exteﬁt that the Dickman

caée reaches a conclusion with respect to gift tax liability,

_the'TreaSUry proposal does not affect that.

In the discussion of retroactive relief, Assistant

. -Secretary Chapoton suggested that Treasury would be prepared

'to‘have the cémmittee adopt a proposal that would give
taxpayers an'electibn to come under rules. And what that
would do ;— it would basicélly dq twq things.

Number one -— it would give reliéf.for the so-called
de'minimus cases, and secondly, it would make available
the interest assumptions that will be in the new law so that
taxpayérs could apply those ruleé.

Senato; Heinz. If Mr. Brockway will just confirm this,
there is no de minimus relief -- relief for de minimus

cases —--— in the'Senate Finance Committee bill.
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Mr. Brockway. There is no retroactive relief. On
a prospective basis, the Treasury proposal would provide
relief -—- de minimus relief.
They indicated in the discussion -- Mr. Chapoton did --
that he thought that it --

Senator Heinz. The one thing that I think we ought

- to be careful of is that,if we are going to have a hearing.

on relief,. which ié wﬁat_I understand Senator Dole wants to
have, .that itfshouid genuinely include reliéf, whether it
is prospectiVe or retroactive.

And we arg carviﬁg oﬁt, as I understand it,‘a special

exception in the Dickman case prospectively without having

studied what we are doing.

Is that not the case? .

Mr. Brockway. That proposal was part Treasury's budget:

proposal and other proposals that were discussed last‘summer
in the hearings fhat I believe Senator Grassley had. :This&
was an item up that Dave has been méking this'pfoposal for
six to eight months, just a prospective basis.

We estimated in the package thét that has a $500
million revenue impact, and that was before theADickman
decision came down, but that applies both to income tax
and to the gift tax, and it provides rules that provide
relief for nontax avoidance loans -- small loans -- on a

pProspective basis.
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It does not deal with back years. I gather that Senator
Dole was interested.in having hearings. on the question of
whether those rules or some other proposal sﬁould apply

retroactively, whether there should be relief for all

preexisting loans.

Senator Heinz. Did the hearings cover the question
of the revenue loss4associated with Treasury's de minimus
rules? |

The Chairman. We didn't adopt any de minimus fules.

Sénator Heinz. Prospectively.

The Cha;rman7 Yes.

Mr. Peérlman. In fhe revenue estimate that was made .
with respect to our proposal, we-hdd de mirnimus rules in
our proposal from the beginning.'

There were certain transactions we simply did not want
to have covered by these rules. So, the revenue estimate
that Mr. Brockway gave you includes the de minimus rules.

Senator Heinz. My question is do we have any idea
whaf that costs?

Mr. Pearlman. I think we can give -you that information.
We will be happy to provide that information. I don't have
it at my fingef£ips, but we can.give you that information.

My. assumption was that, Mr. Chairman, we would provide
data on a variety of relief provisions in terms of Dickman,

not just the de minimus exception but --
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Senator Heinz. I -understand that. My point was that
- apd Mr. Brockway said that hearings were apparently held
on this ;— and I wanted to find out wﬁéther the hearings
were substantive or not, and apparently what I think would
be a significant question --

Mr. BrOCkWay. “Excuse me. The héarings were just on
the general quesﬁion of the various tax shelter proposals,

and this is one. item.

De minimuS'rules we can have separately and losk at-the-ﬁ

quesfion of what the revenue impact is. But I think in the
retroactive casésf that what oné»is talking abou£ in terms
of revénue would not really be affected by the de minimus
rules.

Senator Heinz. My concern 1is that the pattern we set

~with the prospective de minimus rules is going to have an

effect on what we do retroactively.

The Chairman. I don‘t think so.

Senator Heinz. Mr. Chéirman, I don't know, but I think
it is logical to assume that there is a relationship.
Whether it will prove decisive in the outcome, that is for
the committee to decide, but it seems to me logical that
by agreeing to the Treasury proposal -- and I hawve no
problem with it based on my current level of knowledge of
the Treasury proposal, with it substantively -- it just seems

to me that if we do one thing prospectively, we are setting
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a pattern which may be a very good pattern, but a_pattern
nonetheless for what we are going to do. retroactively.
| And I just think they should be consi&ered together.

Mr. Brockway. Senator Heinz, you might very well on
a retroactive basis decide you want to have different
de minimus rules because you might come to the conclusion
if you were to provide any retroactive relief that you might
say -- |

Senaﬁor Heiﬁz. That iS'certainly possiblé, and you
are right we may decide that, we may decide any number of
things. I just think that they should be considered
together. | | |

Senator Moynihan. =~ Mr. Chairman?

The Chairman. ‘Senétor'Mdynihan?

Senator Moynihan. Mr. Chairman, I don't wish to ' imply

.anything more than a concern for this committee's reputation.

We ane dealing here with the question of an arrangement of
tax_avoidénce for the very wealthy. that they have provided
for themselves, and I hope that when we talk about relief,
we are not establishing in this committee -- and I don't
suggest that anybody on this::committee does do -- we don‘t
like the press table to hear us séying we are arranging
for the relief of all the multimillion dollar loans made

between generations of wealthy families here.

We have no such intentions at all that I am aware of,

Moffitt Reporting Associates

2849 Lafora Court
Vienna, Virginia 22180




10

11

12

13

14

16

16 -

17

18

19

20

21

22

23

24

25

53
ana I think that that should bé made clear. And I don't
know if anybody agrees. I feel Véry strongly about it.

Senator Bradley. Let me say, Senator, that I agree
and I also think that what we are doing here is essentially
putting into law what the court.decision said prospectively.

And it seems to me that that is reasonable, and we
should go ahead and act on it.

Deal with the-retroacpive question separateiy. Lét
thqse who think there should be retroactive relief have the
opportunity to make tﬁét case in a hearing, and let us
question why and see if there is a public policy reason
t0‘do that.

Senator Heinz. Mr. Chairman, I wouldn't want the record
to refleét my agreement with Senator Bradley's statement.

I would be.perfectly happy to have it agree with Senator
Moynihan'S‘étatement.

But I think the Senator from New Jersey may havé
misstated what we are doing here inadvértently because, as
I understand it, we are putting ihto law something different
from what the court decided.

The court decision said that all such transactions
between related parties would bé subject to penalty. Our
decision is only some of them will be subject to penalty
in the’future, and that substantively is a good place to

arrive at ultimately, but it is just not accurate to say
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that we are statutizing the Supreme Court decision.

Senator Bradley. Statutizing?

(Laughter)

The Chairman. I think we understand that well enough
to move‘ohto something else. Unless somebody wants to vote
on it.

Senator Moynihan.. Could I make_pne remark, Mr.
Chairman?

The Chairman. - I think Senator Chafee wanted the floor.

Senator Chafee. Mri Chairman, we have been Véry active
in this coﬁmittee in trying to promote international trade
and.remove disincentiveé=fr0m our exporters.

One prqblem we have run into that hasn't been solved
deals with those countries -- usually lesser developed
countries -- where our engineering firms have contracts.
Those countries will reach out and tax engineefing services
performéd in the U.S. and subject those services to taxes
in that lesser develoééd country, and the problem'With'our
engineering companies is that they cannot get a foreign
tax credit for that tax because thé.tax was levied on
services in the U.S. rather than something performed
abroad. This is the so-called poor problem.

Tﬁe Treasury has indicated -- I had legislation on’
this —— 1550 -~ to remove this double taxation to permit

the deduction by the domestic company.
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Treasury felt that we hadn't proven the case
adequately, and I think they had some points on .their side
although I was disappointed we weren't able to achieve some
result.

I would ask, Mr. Chairman, that we ask Treasury to
take ahotﬁér look at this situation and report back to us
on the number of foreign countries that are taxing services
pérformed here and'what progress is being made under the |
treaty negotiations with those countries to remedy the
situation..

And what possible remedies there might be outside of
treaties. 'Treasury -- Mr: Chapoton -- indicated that the
route to solve this problem was through treaties.

Mr. Chairman, I would like to ask, if possible, if
they could report back by the end of the summer.:

The. Chairman. Could you do that, Ron?

Mr. Pearlman. Yes. I thiihk we can do that.

The Chairman. Sénator Bentsen?

Senator Bentsen;. Mr. Chairman, I would like to ask
Mr. Pearlman for a clarification of the transitional rules
~- or Mr. Brockway -- for the postponement of finance
leaéing.

Now, as I understand it, in the House bill, if they
have entered into a biﬂding contract before March 2, 1984,

then that takes care of them, and they can use the finance
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leasing rules. I am asking specifically for Texas industries

‘where they are talking about doing some work on a steel

plant and we know what kind of trouble they are in.

And this is one where they filed an expensive ... .7 @l

abplicatibn with FERCﬁfcrpapan&a¢kdf%£h§rpféﬁect.T;They:ﬁ;
have gonetxxaﬁcQgeneration plant that they are wotking on
and have asked for permits .for the construction and the
reghlatory‘pérmits'for thebplant,_and'they'were'appliéd

for before March 2, 1984. ‘

Now, I assume thét-that'woﬁld fall within the'scopevof
what the House provisions are.

Mr. Brockway. Senator Bentsen, I have'iooked at that,
and i am not certain on that,_buﬁ.my.guess——suspicion is
that it would not fall within those ruies and so, if you
wanted —- if the committee wanted —- . to cover that case,
YOu would-have ﬁd‘have it provide a -- |

Senator Bentsen. I would urge, Mr. Chairman, that it
does cover that kihd of'a situation, where they have gone
to the effort to apply'ﬁQrthe permits for construction and
the regulatory permits for the plant Before March 2, 1984.

Mr. Brockway. If you wére to do that, then we would
like permission to draft that as narrowly as possible to
minimize potential revenue effects beyond this one point.

Senator Bentsen. I have no bbjections to that.

The Chairman. Then without objection --
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Senator Matsunaga. Mr. Chairman, a point of
clarification?

The Chairman. Sure.

Senator Matsunaga. Last November, Mr. Chairman, and
staff will recall, I proposed and the committee adopted
an amendment which would give the United Stateé territories
of the Virgin Islands and American Samoa the authority to
issue industrialirévenue bonds.

Has any langﬁage been included in the package?

Mr. Susswein. YesL-Senator, that was included in

the package we approved on Thursday.

Senator Matsunaga. Fine. Thank you very.much.

Senator Moynihan. Mr. Chairman?

The Chairman. Senator Moynihan had a point he wanted
to clarify, and we have a quorum -- that the study that
he requested would be authorized by the committee.

Senator Moynihan. Before we had the quorum, I
requested that a study on tax shelters be done by the
Treasury in synch with the general study of téxation the
President proposed and be ready by Deécember.

And Mr. Pearlman very generously agreed, and if the
full committee agrees, then it will be done.

The Chairman. Senator Baucus?

Senator Baucus. Mr. Chairman, several years ago this

committee and the Congress adopted the biomass tax.credit.
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A couple of weeks ago, we extended it. Apparently,
though, that extension excludes the timber industry and
its availability to make use of the!biomass credit.

I don't know, but I suspect that that was an inadve:tent
exclusion, that is the committeé's action was inadvertent.
I wonder if there is some way we could keep that

question open.

_The Ghairman..<We might. Let's have the staff look
at that,-and if we can ‘agree on it, we can offer it as a
Committee'ameﬁdment.

Senator Baucgs.'kThat ié my - suggestion. Yes.

The Chairman. Ahd.there are é-couple of other itemé
that have been called to my attention. I am not going to
try to open up this; buﬁlthe parsonage allowance under
current law —— ministers who have owned or occupidd%their
homes since January 1983 can continue to take a deductio
for mortgage interest and real eétate taxes and receive
tax exempt parsonage allowances.until January 1, 1985.

And I understand that, of course, they would like ﬁo
~-—- as they indicate, they have been relying on IRS and

Treasury for the last 30 years -- and that this sudden

.change is going to cause particular hardship on a number of

ministers, and it haa been suggested that we might just
extend that to January 1, 1986, and see if we couldn't have

some time in this committee to take a look at it and see if,
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in fact, they do have a legitimate complaint.
Is there any objection to that?

(No response)

The Chairman. Then, I don't know if there is any " -~

furtherAbusiness to come before this committee.
Senator Durenberger. Mr. Chairman?
The Chairman. Yes.
Senator Durénberger. AJust very briefly, and this is

nof an amendment. I just want to compliment you and the

staff for the way you have handled both the IDB and the MRB

issues.

First, for your seﬁsitiyitynfo'the fact that there is
a whole lot of inefficiency inuthe way we manage the public
dollars that go into this area, for your advancement of
the mortgage credit certificate, for example.

But then, &our sensitivity to the fact that there are
folks in that'sé—called inefficient public line already
who made sﬁbstahtial investments and rely on some old law
so that they can be protected for the time being, but I
want to be here next year, hopefully, to help you in your
efforts to.get that inefficiency out of the system.

Senator Heinz. Mr. Chairman?

The Chairman. 'Senator Heinz?

Senator Heinz. Mr. Chairman, just a point of

clarification. Whén I was not here yesterday, Senator
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Bentsen brqught up Senator Danforth's amendment. I just
was unélear'as to how we intended to handle that tax credit
-- that foreign tax credit -- problem.
Theichairmaﬁ. What I have done ;s to instruct the
Treasury to see if they can bring to:us by the time we
get £§ the floor a package that would be "revenue neutral."
Is that correct,~Mr.-Rearlman?
Mr. Pearlmanl- That is correct.
 The'Cﬁaifman.-In?other=words, we are still W§rking on
it. It is still open. Senator Bradley?
| Senatof Bradley. Mr. Chairmén, as I understand, what
you suggested to the committee -last Thursday, it is that
before this package icomes to the flqor, the committee will
again meet and vote té report it to the floor. Is that
correct? And that we will be waiting until other
committees act, and then we will act to report it to the
floor?
The Chairman. I - am not certain. I have been wrapped
ﬁp in here the last:three weeks, so I don't know what is

happening in any other committee, or what is happening

even -- whether they are just going to try to place a cap
on defense spending -- I intend to visit with Senator Baker
when we finish here. But obviously, we would have to -- we

have approved the package.

I don't think anybody needs a roll call vote for that.
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We have not reported 6ut the bill.

Senator Moynihan. But there will be a roll call on
reporting out?

The Chairmén. Right.

Senator Bradley. My point is _

The Chairman. We don't want to meet and have people
open it up again. - |

SenatorABradléy; ~06h, no, no. I don't mean open it
up for any_amendmenf.',I mean a vote on this package which
we really haven't had — a vote on the full package. We
have had a vote on the parts.

And tﬁe vote to feport it out is the vote on tﬁe full
paékagé, which I think, frankly, makes a lot of sense.
And so, what we need to do is see what other committees do.

I want to be reassured that we are not going to end
up with something happenihg on the floor before we have
had a chance to vote on this as a committee.

Is it your sense that we will have a chance to vote
on this beere anything happens on the floor?

The Chaifman. " Yes, we want to move also obviously,
and what I would like to do today is to vote on final
approval. Then, okay, we can say we have taken final

action.

And then, if necessary, we will meet again to report the

bill out. Obviously, if people have amendments, they are
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not going to be precluded to offer amendments on the floor.

Senator Bradley. We are going to vote on final
approval of the package today?

The Chairman. Yes.

Senator Long. Mr. Chairman, I am going fo vote to
report this bill. There has been some discussion among
Democrats -- it has been mentioned in the news -- that
we would like to fédﬁce the déficit even more than this.

And I wanted,to say that some of us feel that we .
want to offer an amendment to save mdre money and make
even dgreater reductions in spending.

The Chairman. _I'see_whefe thére may be a number. of
those. |

Senator ‘Baucus. Mr. Chairman, just a further
clarification. It is my understanding that we will vote
on the bill today, but at a future date, we will then
probably vote to put out the bill.

The Chairman. Right. That is correct, and I hope it
wouldn't-be too long:. You know, if we are going to take
any action on the deficit, we have got to move, and I
think this committee has already -- right now, we have
half of one package and probably half of any package --
and we are finished.

So, I would just like to say this is final action, and

that means no more amendments. The lobbyists can all go
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home, and save-them for another day..

Senator Baucus. Mr. Chairman, I would hope that during
the interim between today's action and the future date on
which we vote to report out the bill that we also receive
word from the President as to the degree to Which‘he
supports what we are.doing.

The Chairmén. Are you going to be up at 11:007?

Senator Béucué.-'I think it ié important to this
committee that the President publiclf'states.thét he is
behind what this:committee is déing. Obviously, we don't
want to be in the:position -

The Chairman. I don't'wahtvhiﬁ that- far behind, either,
you know -- we want him right up front.

(Laughter)

Senator Baucus. Tﬁaf is right. -I think it is importént
that you get that message to him before the date on which

we report this out.

The Chairman. Now, as I understand, there are-- I want
to wote on the final package. If we can take care of Senator
Ford —- if he can satisfy Senator Moynihan -- can we

authorize that transition rule? Otherwise, we will not do

it.

And the same with Senator Stevens on a technical pension
matter that I don't -~ do you know what that is?

Mr. DeArment. It deals with the partial plan
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termination of a pension plan.in Alaska.

The Chairman. One pension plan. Is that right? 1If
there is any problem with it, we are just going to hold it.

Has Treasury looked at it?

Mr. Pearlman. I am not aware of it.

The Chairman. All right. Let's forget it. Let's
vote on the final acﬁion.

Mr. Pearlman. Mr. Chairman, I am told that we agreed
to Senator Stephens' amendment last fall, andiif that is
correct, I certainly don't want to leave an impression.

I ém simply not pérsonally aware . of it, but I don't want
to.misléad the commiﬁéee; if iﬁdeed Treasury has“éaid
something previously. |

Senator Bradley. Mr. Chairman, béfore we go to the
vote, again we will have a chance to vote on whether it
shall be reported out as a roll call vote and dependent
upon what happens in other committees?

Mr. DeArment. I have this as a final approval vote.

The Chairman. I am just trying to make it easiér
for a lot Qf people who won't have to worry about changing
their votes.

(Laughtér)

Senator Boren. Mr. Chairman, let me ask one guick
question, just before we vote. What will a transition rule

be in terms of the change in the depreciation on new
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construction?

Mr. Brockway. The same rules as the committee used
for construction periqd interest énd taxes.

Senator Boren. So, it would include CITE preparation?

Mr. Brockway. Where there is CITE'preparation, that::
would be considered commencement of construction.

Senator Boren. Right. Thank you.

The Chairman.- Okay. .So, as I understand it, Treasury
has no objection to that. It only ¢overs-5neiplan. Is
that correct?

Mr. DeArmentf It may be four related plans.

' The Chairman. Let's continue thé vote.

Mr. DeArment. Mr. Packwood?

Senator Packwood. . Aye:

Mr. DeArment. Mr. Roth?

Senator Roth. No.

Mr. DeArmenf. Mr. Danforth?

Senator Danforth. Aye.

Mr. DeArment. Mr. Chafee?

Senator Chafee. Ave.

Mr. DeArment. Mr. Heinz?

Senator Heinz. Aye.

Mr. DeArment. Mr. Wallop?

Senator Wallop. (No response)

Mr. DeArment. Mr. Durenberger?
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Senator Durenberger. Aye.
Mr. DeArment. Mr. Armstrong?
Senator Armstrong. (No response)
Mr. DeArment. Mr. Symms?
Senator Symms. (No-response)
Mr. DeArment. Mr. Grassley?
Senator Grassley. Avye.

Mr. DeArment. Mr. Long?
Senator Long. Aye.

Mr. DeArment. Mr. Bentsen?
Senator Bentsen. Aye.

Mr. DeArment. Mr. Matsunaga?
Senator Matsunaga. Aye.

Mr. DeArmeptg Mr. Moynihan?
Senator Moynihan; Aye.

Mr. DeArment. Mr. Baucus?
Senator Baucus. Aye.

Mr. DeArment. Mr. Boren?
Senator Boren. Aye.

Mr. DeArment. Mr. Bradley?
Senator Bradley. Aye.

Mr. DeArment. Mr. Mitchell?
Senator Mitchell. Aye.

Mr. DeArment. Mr. Pryor?

Senator Pryor. (No response)
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1 Mr. DeArment. Mr. Chairman?
. 2 The Chairman. Aye.
O
3 Senator Moynihan. Mr. Chairman, can the vote be left

- 4 open?

There were some surpris$ing.vacancies over on the

other side.

The Chairman. - That thing.is so loaded up ényway, I
think I will vofe for it.

(Laughter)

The Chairman. But yes, we will leave it open until
noon. What is the vote right now?

Mr. DeArment. The_voteé are 15 ayes, no hays.

The Chairman. And T vote ave. Sp, I think there are
only some on each side who hayeh't been recorded, but let's
try and find out. I think-Senator Roth indicated he would
record later, and I am not sure about others.

Senator Bentsen. I have an exit poll working oﬁ that
thing. |

(Laughter)

The Chairman. I think it is going to be unanimous.

I would be surprised if the vote were not unanimous. I would
be disappointed.

We will take up child support enforcement tomorrow
morning at 10:00.

(Whereupon, at 10:25, the hearing was recessed

to reconvene tomorrow, Thursday, March 22, at 10:00 a.m.)
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