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ous Materials Transportation Act to author-
ize additional appropriations, and for other
purposes; to the Committee on Interstate
and Foreign Commerce.
By Mr. STAGGERS (for himself and
Mr, DEVINE) @

H.R. 53569. A bill to amend the Compre-
hensive Drug Abuse Prevention and Control
Act of 1070 and other laws to discharge obli-
gations under the Convention on FPsycho-
tropic Substances relating to regulatory con-
trols on the manufacture, distribution, im-
portation, and exportation of psychotropie
substances; to the Committee on Interstate
and Foreign Commerce,

H.R. 5387. A bill to increase benefits pro-
vided to American civilian internees in
Southeast Asia; to the Committee on Inter-
state and Forelgn Commerce.

H.R. 5361, A bill to amend the Consumer
Product Safety Act, and for other purposes;
to the Committee on Interstate and Foreign
Commerce.

By Mr. THONE:

HR. 5362, A bill to amend the Internal
Revenue Code of 1954 to increase the exemp-
tion for purposes of the Federal estate tax, to
increase the estate tax marital deduction,
and to provide an alternate method of valu-
ing certain real property for estate tax pur-
poses; to the Committee on Ways and Means,

By Mr. YOUNG of Alaska:

H.R. 5363. A bill to amend chapter 641 of
title 10, United States Code, so as to require
certain proceeds from the disposition of
lands within the naval petrolenm reserves to
be made available to the States within which
such lands are located; to the Committee on
Armed Bervices.

By Mr. BROOMFIELD:

H.J. Res. 346. Joint resolution proposing
an amendment to the Constitution of the
United States relative to the assignment of
public school students; to the Commitiee
on the Judiclary.

By Mr. BURKE of Massachusetts (for
himself, Mr, James V. StaNTOoN, Mr.
DewT, and Mr. RoLAND) :

H.J. Res. 347. Joint resolution to designate
April 24, 1875, as “National Day of Remems=
brance of Man’s Inhumanity to Man"; to the
Committee on Post Office and Civil Service.

Mr. FITHIAN:

H.J. Res. 348. Joint resolution providing
for the designation and adoption of the
American marigold as the national floral em-
blem of the United States; to the Committee
on House Administration.

By Mr. HELSTOSKI (for himself, Mr,

O'NemL, Mr.
MAGUIRE) :

H.J. Res. 349. Joint resolution to designate

April 24, 1975, as “National Day of Remem-

ConYERrs, and Mr,
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brance of Man’s Inhumanity to Man”; to the
Committee on Post Office and Civil Service.
By Ms. HOLTZMAN (for herself, Mr.
Bapmnro, Mr, HARRINGTON, Mrs, HECK-
rER of Massachusetts, Mrs, SPELLMAN,
Mr. Brare, Mr. CHaRLEs H. WiLsoN

of California, and Mr. WoLFF) :

H.J. Res. 350. Joint resolution proposing
an amendment to the Constitution of the
United States with respect to the pardon
power; to the Committee on the Judiclary.

By Mr. KEMP:

H.J. Res. 351. Joint resolution requesting
the President to issue a proclamation desig-
nating the last schoolday in April as “Na=-
tional Pledge of Allegiance to Our Flag Day";
to the Committee on Post Office and Civil
Service.

By Mr. MADIGAN (for himself, Mr.
H¥DE, Mr, McCLorY, and Mr, RAILS-
BACK) :

H.J. Res. 362. Joint resolution to authorize
the President to designate the period from
June 8, 1975, through June 15, 1975, as “Na-
tional Wheelchair Athletes’ Week”; to the
Committee on Post Office and Civil Service.

By Mr. MAHON:

H.J. Res. 853. Joint resclution to provide
for the reappointment of Dr. John Nicholas
Brown as a citizen regent of the Board of
Regents of the Bmithsonian Institution; to
the Commitiee on House Administration.

H.J. Res. 354. Joint resolution to provide
for the reappointment of Thomas J. Watson,
Jr., as cltizen regent of the Board of Re-
gents of the Smithsonian Institution; to
the Committee on House Administration.

By Mrs. MINK:

H.J. Res. 356. Joint resolution proposing
an amendment to the Constitution of the
United States to provide for an election for
the office of President and the office of Vice
President in the case of a vacancy both in the
office of President and the office of Vice Pres-
ident, or in the case of a vacancy in the office
of President if the person serving as Vice
President was chosen as provided by the 25th
article of amendment to the Constitution of
the United States; to the Commitiee on the
Judiciary.

By Mr. DERWINSKI (for himself, Mr.
Appapso, Mr. CARNEY, Mr. COTTER,
Mr. EriENBORN, Mr. Gaypos, Mr.
GRASSLEY, Mr. HANNAFORD, Mr. HEL~-
sToSEI, Mr. Hicks, Mr. Kemp, and
Mr, MURTHA) :

H. Con. Res. 189. Concurrent resolution
expressing the sense of Congress concerning
recognition by the European Security Con-
ference of the Soviet Union’s occupation of
Estonia, Latvia, and Lithuania; to the Com-
mittee on International Relations.

Mr. FLOOD (for himself, Mr. ANNUN-
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10, Mr. BUucHANAN, Mr. BURKE of
Massachusetts, Mr. CorTer, Mr,
DeErwinskl, Mr, DinNGeELL, Mr., Giar-
»o, Mr, GILMaN, Mr. EocH, Mr, Par-
TEN, Mr. Roe, Mr. STrRATTON, Mr,
Vaxper VEEN, Mr, Warss, and Mr.
ZEFERETTI) @

H. Con., Res 1980. Concurrent resolution
requesting release of two Ukralnian intel-
lectuals; to the Committee on International
Relations.

By Mr. HOWARD:

H, Res. 354. Resolution creating a select
committee to study the impact and ramifi-
cations of the Supreme Court decisions on
abortion; to the Committee on Rules,

MEMORIALS

Under clause 4 of rule XXII, memorials
were presented and referred as follows:
By the SPEAKER:

67. Memorial of the Legislature of the
Commonwealth of Virginia, relative to funds
for the Washington Metropolitan Area
Transit Authority; to the Committee on the
District of Columbia.

68. Also, memaorial of the Legislature of the
State of South Dakota, relative to problems
of reservation and nonreservation residents
of South Dakota; to the Committee on In-
terior and Insular Affairs.

69. Also memorial of the Senate of the
State of Hawali, relative to expanding public
assistance programs; to the Committee on
Ways and Means.

70. Also, memorial of the Senate of the
State of Hawall relative to the procedure for
allocation of public assistance funds; to the
Committee on Ways and Means,

T71. Also, memorial of the Senate of the
State of Hawail, relative to the program of
aid to familles with dependent children; to
the Committee on Ways and Means.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXTI, private
bills and resolutions were introduced and
severally referred as follows:

By Mr. CORMAN:

H.R. 56364. A bill to authorize the Presi-
dent to appoint Capt. Ferdinand Menden-
hall, U.8. Navy Reserve (retired), to the
grade of rear ndmiral on the Reserve Re-
tired List; to the Committee on Armed
Services

By Mr. EILBERG:

H.R. 5365. A bill for the relief of certain
Federal employees; to the Committee on
Post Ofiice and Civil Service.

SENATE-—Friday, March 21,

The Senate met at 8 a.m., on the ex-
piration of the recess, and was called fo
order by the Acting President pro tem-
pore (Mr. METCALF).

PRAYER
The Reverend John L. Pharr, stated
clerk, National Capital Union Presby-
tery, and pastor, Fifteenth Street Pres-
byterian Church, Washington, D.C., of-
fered the following prayer:

God of all times, space, and eternity,
your mercies are new to us every morn-
ing. Amidst the changing of the seasons
you are forever the same. On this first
day of spring speak to us of the possi-
bilities of new beginnings. Evidence
abounds of the resurgence of life in the
world of nature. Remind us of the need
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to renew our souls and create in us clean
hearts, O God.

Hear our prayer for these Senators
here gathered for another day of noble
work. As they endeavor to write our Na-
tion’s laws upon the tablets of stone,
write upon their hearts your law and
your eternal truths which speak of jus-
tice, mercy, and righteousness. Help
them to do that which they cannot do by
themselves; do for them that which they
cannot do at all; and give them the in-
sights to know the difference. Grant
them wisdom and courage for the facing
of this hour and the living of these days.
Amen.

THE JOURNAL

Mr. MANSFIELD. Mr, President, I ask
unanimous consent that the Journal of

1975

the proceedings of Thursday, March 20,
1975, be approved.

The ACTING PRESIDENT pro tem-
pore. Without objeetion, it is so ordered.

THE WORK OF CONGRESS

Mr. MANSFIELD. Mr. President, I
have been reading in the press about Mr.
Ron Nessen, the press attaché to the
President of the United States. He stated
most recently that the Congress has been
playing to the galleries. I would suggest
to Mr. Nessen that he come up and take
a look at the empty galleries, it is now
8:05 a.m., to which we are playing. I
would suggest, also, that he take note of
the hours which the Senate has been
putting in throughout this year, and I
would extend an invitation to Mr. Nes-
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sen to come up and to observe at first-
hand, rather than to comment in isola-
fion about what Congress is doing. He is
not establishing good relations between
the President and Congress.

Mr. GRIFFIN. Mr. President, I shall
respond briefly to the majority leader’s
comments by pointing out that Mr. Nes-
sen is only stating facts when he suggests
that it is not the President who is aban-
doning our allies in Southeast Asia—it
is Congress. And it is Congress that will
have to bear the responsibility which
history will attach to its action. Perhaps
I should say its inaction.

In another area, I think the President
is perfectly justified when he points out
that Congress is taking an inordinate
amount of time in passing the very ur-
gently needed tax legislation. It is not
beyond the ability of the American peo-
ple to take notice of the fact that some
of the actions—and inaction—by Con-
gress with respect to this tax legislation
do not reflect the highest degree of re-
sponsibility.

I join the majority leader in taking
note of the long hours that Congress is
working. I do not believe that anyone
speaking for the President has suggested
that Congress is not putting in long
hours. I hope, however, that those long
hours will produce better results than
we have seen so far.

Mr, MANSFIELD. Mr. President, may
I say that I was not referring to President
Ford, for whom, I reiterate, I have a
great deal of affection and respect. I am
referring to the statements that are be-
ing issued every hour on the hour by
the White House Press Secretary.

I point out, all things considered, and
especially in view of the special-interest
types of amendments being offered to the
tax bill, that we are being delayed some-
what. However, after a shaky start, I
think the Senate is conducting itself
with dignity and dispatch and that we
are now approaching a time when we
can see the light at the end of the tax
tunnel.

But I do not like anyone to denigrate
the work of Congress, especially of the
Senate, when I know, as does the acting
Republican leader, that the committees
are working assiduously, doing every-
thing they can to expedite legislation,
and that Congress basically is trying to
cooperate with the President.

I point out that the calendar is pretty
clean at this time, The Senator from
Michigan, who happens to be a member
of the Committee on Foreign Relations—
that is, the acting Republican leader—
as well as the majority leader, now
speaking, are aware that the Foreign
Relations Committee did report an as-
sistance bill for Southeast Asia. It is not
on the calendar. I have said to the press
time and time again this week that it
was my intention to bring it up once it
reached the calendar and before we
recessed. Now it is too late. It is not on
the calendar. It is still in committee, even
though it has been reported—not with
my approval, may I say—and therefore
we are in a dilemma.

However, to blame Congress for a lack
of application fo duty and to do it on
an hourly basis is carrying a distortion
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too far. Agaln, I extend an invifation to
Mr. Nessen to leave his ivory tower and
to come up and see just how filled the
empty galleries are that we are playing
to—as he says—and also to note how
dedicated the Senate is in its application
to its constitutional responsibilities.

Mr. WEICKER. Mr. President, will
the Senator yield for a few minutes?

Mr. MANSFIELD. I yield.

Mr. WEICKER. Mr, President, I
should like to respond. In deference to
the distinguished Senator from Mich-
igan, who certainly puts in long hours
and has tremendous expertise with a
variety of subjects, I want to make clear
that he is expressing the frustration of
many of us. We are trying to accomplish
meaningful results on the floor of the
Senate,

However, I have to depart from the
assistant minority leader on a point I
have heard in the past few days. Someone
has to respond.

This business of Congress being re-
sponsible for the failure of governments,
whether they be in Cambodia or South
Vietnam, is rubbish—rubbish. So far as
I am concerned, the American people, by
their commitment of lives and money,
honored, many times over, their commit-
ments to those nations. So too, the Con-
gress of the United States has honored
its commitments to those nations, being
the buying of time in order for those
governments to gain the respect and sup-
port of their own peoples.

I am asked the question by those who
served in Vietnam, “The time I spent, the
sacrifices I made, were they honorable?”
The answer is, “¥Yes, they were.”

I do not demean those sacrifices. The
fact is that those sacrifices were dishon-
ored by those governments which used
that time not for their people, not to
establish a broad base of support, but for
their own personal ends. That is why we
are in trouble today, not because of the
Congress of the United States or the at-
titude of the American people.

If we have learned anything over the
past 10 years, it is that we cannot do the
people’s homework for Lon Nol or Thieu.
They have to do the job; that is where
the primary responsibility lies.

I have heard the old domino rhetoric.
It belongs to an earlier time. This rhet-
oric of Congress fault is the same as
my Democratic colleagues giving standby
authority to the President. He is damned
if he does; he is damned if he does not.

The same holds true about “Congress
fault.” That is rubbish and should be
stated as such.

My feelings go to this so deeply that T
am no longer going to sit back and hear
persons say we dishonor our commit-
ments. Southeast Asia commitments have
been honored both inside and outside
this Chamber. Now the time has come for
those governments to do what we cannot
do for them:. I intend to vote against
every single additional appropriation
with the exception of humanitarian aid.
Maybe if more emphasis had been put
on that, these governments would not be
in such weak shape at this time.

Mr. MANSFIELD. Mr. President, I
wish to say that I, too, am prepared to
vote for humanitarian aid, covering food,
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medical supplies, and the like, to coun-
tries of Southeast Asia which are now
involved. I do think that we have a moral
obligation in that respect, but when it
comes to military aid, that is another
matter.

I point out that we have spent pretty
close to $150 billion in Southeast Asia,
and, in my opinion, one of the reasons
why we are discussing a $30 billion def-
icit—deficit—tax bill today is because
of Vietnam, Cambodia, and Laos. If is my
belief that the causes of the inflation
which confronts the Nation at this mo-
ment as well as the increase in the price
of oil fourfold over the past 13 or 14
months are based on that huge expen-
diture of funds in an area in a part of
the world in which we have no vital in-
terest, which is not tied to our security.

I suggest most respectfully that it is
about time for the executive branch of
this Government to contact Prince Noro-
dom Bihanouk directly in Peking, rather
than indirectly and through third par-
ties and third persons, in the hope that
something can be done without further
delay to bring about a return of peace
and stability to the people of Cambeodia,
a people who have suffered greatly, not
because of what they have done, but be-
cause, in part, of what we, the North
Vietnamese, the Chinese, and the Soviet
Union have done to them.

So, rather than issue releases indicat-
ing that, in one way or another, through
third parties and third countries, we have
been trying to establish contact with Si-
hanouk, I think it is the constitutional
responsibility of the executive branch of
the Government to assume control of our
foreign policy insofar as negotiations are
concerned. I suggest, again most respect-
fully, that, rather than indirect negotia-
tions, direct negotiations be undertaken
at the earliest possible moment.

Mr, GRIFFIN. Mr. President, if T have
some time left, I am afraid I cannot let
the record stand as it is. Every President
for the last 35 years, from Franklin
Roosevelt to Gerald Ford, has recognized
that helping other free nations to protect
themselves from aggression is in Ameri-
ca's interest. No one was more articulate
on the point—no one thrilled the Ameri-
can people and the world more than did
President John F. Kennedy when he said
it this way:

Let the word go forth from this time and
place, to friend and foe alike, that the torch
has been passed to a new generation of Amer=
icans—born In this century, tempered by war,
disciplined by a hard and bitter peace, proud
of our ancient heritage—and unwilling to
witness or permit the slow undoing of those
human rights to which this Nation has al-
ways been committed, and to which we are
committed today at home and around the
world.

Let every Nation know, whether it wishes
us well or iil, that we shall pay any price,
bear any burden, meet any hardship, support
any friend, oppose any foe, in order to assure
the survival and the success of liberty,

As I see it, that—in effect—Is what the
Senator from Connecticut is saylng is
rubbish today. _

Now. we are copping out, we are aban=

doning our friends who fight against ag-
gression. We are not willing now {o puk
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vears ago—to help our frlends resist ag-
gression when they want to do the fight-
ing themselves.

It is not the President of the United
States—not a Democratic or Republican
President—who is making that deter-
mination: it is the Congress of the United
States. And as I have said, the Congress
of the United States must bear the re-
sponsibility for its decision.

Mr. ROTH. Mr. President, will the
Senator yield?

Mr. GRIFFIN. I am glad to yield to
the distinguished Senator from Delaware.

Mr. ROTH. I would just like to reiter-
ate a suggestion I made 2 or 3 days ago
on the Senate floor and that is I urge
the administration to send the majority
leader as a representative of this Gov-
ernment to make contact with Mr. Si-
hanouk. I know that the distinguished
majority leader has great reluctance
about ‘he matter because of his great
respect for the constitutional division of
powers and because of his humility.

The ACTING PRESIDENT pro tem-
pore. All the leadership’s time has ex-
pired. Under the previous order, the Sen-
ator from Connecticut (Mr. WEICKER)
is ree: 2

Mr, WEICKER. Mr. President, I yield
1 minute to the distinguished Senator
from Delaware.

Mr. ROTH. I thank the Senator from
Connecticut. I would just like to say that
I can think of no man in the United
States who is in better position to make
contact with Prince Sihanouk than the
majority leader. He has taken an active
interest in the Far East ever since he
began serving in Congress. He is re-
spected by Prince Sihanouk as well as
other East Asian leaders. I think he
could provide a real service to this coun-
try as a special negotiator and I would
hope that the administration would seri-
ously consider the suggestion that was
initially proposed by the junior senator
from Washington (Mr. Jackson) and re-
peated by me a few days ago. I hope the
administration will carefully consider
this proposal, and I hope the majority
leader would be willing to serve in that
capacity.

Mr. MANSFIELD. Mr, President, will
the Senator yield me 1 minute?

Mr. WEICKER. I yield 1 minute to
the majority leader.

Mr. MANSFIELD, Mr. President, first
let me reiterate “again and again and
again”—the distinguished Republican
leader has referred to President Franklin
D. Roosevelt to recall that phrase. May
I say the foreign policy in the area which
the distinguished Senator from Dela-
ware—the third Senator from Montana,
may I say, he being a native of my
State—has suggested is the responsibility
of the executive branch of the Govern-
ment. There is a line between the execu-
tive and the legislative branches which
I have made it a point never to cross.

So I would reiterate my suggestion
that direct negotiations be conducted be-
tween the Secretary of State, the agent
of the President of the United States,
with Prince Norodom Sihanouk in Pe-
king, to see if something cannot be done
to bring the bloodbath which has been
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occurring for so long in Cambodia to a
close forthwith.

And, if the Senator will allow me, may
I once again reiterate what the cost of
Vietnam has been. I have indicated that
it has been $150 billion to date, but the
estimated cost of the Vietnam conilict,
according to the Statistical Abstract of
the United States, 1973, Bureau of the
Census, U.S. Department of Commerce,
based on an end to the war in 1970, is
that the cost will be $352 billion, and
the payout will extend to approximately
the year 2045.

All that in addition to 55,000 Ameri-
cans dead and 303,000 Americans
wounded. We have paid a bloody. price
in many respects for an involvement
which never should have'taken place, in
an area which is not vital to the security
and interests of the United States.

I thank the Senator.

Mr. WEICKER. Mr. President, I first
want the record to show—and I will al-
low the distinguished assistant minority
leader to correct the record himself—
that the distinguished assistant minority
leader is entirely within his rights to
quote me and then comment upon my
quotation, but please do noit gquote
John F. Kennedy and then say I called
his words rubbish. That is the Senator’s
interpretation, not a matter of fact, and
I want to record to show it.

I remember after the end of the Viet-
nam war there was a reception at the
White House. It was a reception to
which I was invited. I learned that there
were several of my colleagues who had
not been invited to that reception, and
Iinquired as to why.

I found out that since I had supported
the administration policy in Scuth Viet-
nam I was invited. Those who had not,
including many of my colleagues on this
side of the aisle, were excluded from that
reception, which carried the title of
“Peace With Honor.” The implication
was that those who did not support the
administration either did not want peace
or were dishonorable men and women.

That is the exact type of situation
which is recurring now. Those who do not
support these additional funds for Cam-
bodia or South Vietnam are either dis-
honorable or do not want to achieve
peace.

Mr. GRIFFIN. Those are the Sen-
ator's words, and not mine. Does the
Senator agree?

Mr. WEICKER. I am saying they are
my words. I have not alluded to any-
thing. The assistant majority leader may
attach what construction he chooses.

Mr. GRIFFIN. I thought the Senator
was suggesting that I—

Mr. WEICKER. Speak for yourself.

That is exactly the situation we are
confronted with today. We are dishon-
orable men if we do not vote the funds;
dishonorable men, or men impeding the
cause of peace, if the funds are not voted.

I would suggest to my colleagues that
the cause of peace is far better accom-
plished by helping to meet the critical
needs of the world as they exist abroad
and at home.

If we had been paying attention to
those who were starving, to those with-
outl a roof over their heads, to those who

7983

were ignorant, to those who were
diseased, I would suggest democracy
would be the stronger.

This is not 10 years ago. Time has been
bought by American lives and American
money for Cambodia and South Viet-
nam to engage in humanitarian activi-
ties.

The statements coming from the
White House that imply in any way that
it is Congress' fault relative to happen-
ings in Southeast Asia, those statements
are rubbish. They are not to be be-
lieved, and they are the type of state-
ments which could only cause history to
repeat itself in a very tragic way.

I would hope the United States would
always stand firm in the cause of free-
dom. The problem is there has to be a
definition of the word “iriend” and the
definition of the word “freedom.”

I do not think there Is any definition
by the Governments of either Cambodia
or South Vietnam which defines “free-
dom” and “friend” in a way deserving
of the support of either Congress or the
American people,

Mr. President, I did not mean to get
sidetracked. But I seethed when the
“Peace With Honer Reception” fook
place. This time I am countering the
shot when it takes place, ond not waiting.
Yes, let us argue issues but let us not,
by inuendo, indicate that because of dif-
ferences some are engaging in dishonor-
able acts. Such characterizations have no
place in the debates on this floor in pro-
nouncements from the White House.

(Later in the day the following pro-
ceedings occurred:)

Mr. MATHIAS addressed the chalr.

The PRESIDING OFFICER. The Sen-
ator from Maryland.

Mr. MATHIAS. I yield myself 2 minutes
of my time and reserve .the remainder.

Mr. President, within the past 24
hours, Congress has been accused of hav-
ing been, and I quote, “niggardly” in its
provision for military assistance to the
Government of South Vietnam.

I think it might be useful for the
Members of the Senate to have, in fact,
the figures with respect to provision
made for the Government of South Viet-
nam.

As of February 28, $521.5 million had
been obligated for Vietnam military aid,
out of the total sum of $700 million which
was appropriated.

Of this amount, $158.4 million had
actually been expended. There was, on
that date—

Mr. PEARSON. Mr. President, may
we have order?

The PRESIDING OFFICER (Mr. NeL-
son). The Senator will suspend until we
have order in the Senate.

Mr. MANSFIELD. Mr. President, this
is important information. I would sug-
gest that all Senators take their seats
so that we can hear this rebuttal to what
has been circulating downtown about the
fault of the Congress recently on Cam-
bodia and Vietnam.

The PRESIDING OFFICER. The Sen-
ator from Maryland.

Mr. MATHIAS. I thank the Chair.

As I had just remarked, as of February
28 there was still remaining in the pipe-
line $363.1 million, and in addition there




7984

was the sum of $178.5 million which had
not yet even been obligated.

Now, under these circumstances, Mr.
President, I think it is clearly illusory
to blame the Congress for having been
niggardly when, in fact, these hundreds
of millions of dollars have been appro-
priated by the Congress, are available
to the Department of Defense for pro-
viding assistance to the Government of
South Vietnam, and which have not yet
even been drawn upon at the time that
a substantial supplemental request of
some $300 million has been made.

Mr. MANSFIELD. Mr, President, will
the Senator yield?

Mr. MATHIAS. I am happy to yield to
the Senator.

Mr. MANSFIELD. Does the Senator
have any information as to where and
how and in what manner the $22 million
recently discovered, or uncovered, for use
in Cambodia, came from?

I am inferested because this is not the
first time that there has been what has
come to be known as found money.

Mr. MATHIAS. I must say to the dis-
tinguished majority leader that I do not
have the answer to his question, but that
since he and I both are members of the
Appropriations Committee, I would
hope——

The PRESIDING OFFICER. The Sen-
ator’'s 2 minutes have expired.

Mr. MATHIAS. I yield myself 1 addi-
tional minute.

I would hope that the Senate would
join with me in the next appropriate
hearing in the Appropriations Committee
where we might pursue the question of
how a bookkeeping error might be made
of $21 million or $22 million.

Mr. MANSFIELD. Will the Senator
yield?

Mr. MATHIAS, Yes.

Mr. MANSFIELD. I will say that I will
not only join with him but all of us in
the Congress should join with the dis-
tinguished Senator from Kansas who has
called for a hearing by the Armed Serv-
ices Committee, the Foreign Relations
Committee, and a general investigation
by the General Accounting Office. I think
we will find out where this “found”
money comes from.

Mr. MATHIAS. I am happy to join in
the spirit of that suggestion by the Sen-
ator from Eansas. I hope at the same
time we can keep public the bookkeeping
with respect to Vietnam, so that the pub-
lic can be fully informed as to what
moneys have been appropriated, how
much has been spent, how much remains
to be spent. That not only will be good
for our general understanding of the
situation, but it may prevent these $21
million or $22 million errors from hap-
pening again.

TAX REDUCTION ACT OF 1975
UNANIMOUS-CONSENT AGREEMENT

Mr, LONG. Will the Senator yield for a
unanimous-consent request?

Mr. MANSFIELD. Yes, indeed.

Myr. LONG. Mr. President, I ask unan-
imous consent that in the event cloture is
voted teday, any amendment that would
have been germane to the House bill as
it was sent to the Senate, or to the com-
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mittee amendment as originally reported
by the Senate Committee on Finance, as
well as the bill as it presently stands,
would be germane after cloture has been
invoked.

Mr. CURTIS. Reserving the right to
object, and I shall not object, I only know
of one amendment that I understand has
not been placed at the desk. It is an
amendment very similar to one placed in
the committee. It does relate to taxes. It
will be offered by the distinguished Sen-
ator from Alabama (Mr. SPAREMAN), I
believe.

Mr. LONG. It has to do with indusirial
revenue bonds, and I ask unanimous con-
sent that that be considered germane.

Mr. ROTH. Reserving the right to ob-
ject, I do intend to offer an amendment,
which has to be redrafted because of the
changes yesterday, as a substitute. It will
be a one-shot tax rebate., I think it is
germane, but I wish to make certain that
the rule of germaneness is not raised in
fhat sense,

Mr. LONG. I believe it will be germane.
If it is what I think it is, I will be glad to
ask that it be germane, but may we see
the amendment before we ask?

Mr. ROTH. Then I shall have to object
to unanimous consent until we get agree-
ment on that.

It consists of a tax rebate, investment
credit for business; it will include the oil
depletion allowance, exactly the way the
Senate passed it, with the allowance for
the aged.

Mr. LONG. I think it will be germane,
but I ask unanimous consent that it be
regarded as germane.

The ACTING PRESIDENT pro tem-
pore. Without objection, the several
unanimous-consent requests are agreed

to.

Mr. GRIFFIN. Mr. President, is there
any time remaining under the 10 minutes
allotted?

The ACTING PRESIDENT pro tem-
pore. There are 4 minutes remaining.

Mr. LONG. I ask unanimous consent,
also, Mr. President, that all amendments
at the desk, in the event that cloture is
invoked, be regarded as having met the
reading requirement.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

COMMITTEE MEETINGS DURING
SENATE SESSION

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that all com-
mittees may be authorized to meet dur-
ing the session of the Senate today.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

ORDER FOR CONSIDERATION OF
H.R. 4206

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that if action is
completed on the tax cut bill today, and
if the farm bill (H.R. 4296) is reported,
that tomorrow, after the two leaders
have been recognized, the farm bill be
made the pending business.

Mr. GRIFFIN. Mr. President, reserv-
ing the right to object.

Mr. MANSFIELD. Will the Senator
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change that to make it even today, if
possible? It probably will not be.

Mr. ROBERT C. BYRD. Yes.

The ACTING PRESIDENT pro fem-
pore. Is there objection?

Mr. CURTIS. Reserving the right to
object, has this been cleared?

Mr. ROBERT C. BYRD. It has been
cleared with Mr. DorE and the Repub-
lican leader.

Mr. CURTIS. At what time does the
Senator wish it considered? ;

Mr. MANSFIELD. We will try to get
started on it today. If not, we will come
in very early tomorrow and try to finish
it by noon.

The ACTING PRESIDENT pro tem-
pore. Without objection, the consent is
agreed fo.

A BALANCED TRANSPORTATION
PROGRAM—S. 1300

Mr. WEICKER. Mr. President, today
I am pleased to join once again with the
distinguished Senator from Massachu-
setts (Mr. Kennepy) in this continual
effort to achieve a balanced transporta-
tion system in the United States. This
comprehensive legislation, which we have
introduced, would revamp the method
by which transportation systems are
funded through a structural revision of
title 23, of the Federal-Aid Highway
Code.

Mr. President, I am going to allow the
distinguished Senator from Massachu-
setts to get into the details of the legis-
lation, but I would just like to make the
following general remarks:

The need to adjust our distorted trans-
portation priorities is obvious. For 19
years, ever since the enactment of the
highway trust fund in 1956, we have
relied on a self-perpetuating funding
system that has afforded us a beautiful
system of roadways—but little else.

In 1974, $7 billion was spent on trans-
portation development in the Unifed
States. A full 61.6 percent of it went to
the highways; 17.2 percent was spent
on air transportation; 8.1 perecent on
mass transit, and 3.1 percent on rails.

This is as much at the heart of the
problems which we have with our rail
system as anything else. We are getting
what it is that we paid for, and we paid
for nothing insofar as our rail systems
are concerned.

Our unequal and fragmented approach
to transportation funding has led to a
society dominated by the automobile.
More than four out of filve American
families own cars today, and 90 percent
of all urban travel is by ear or truck.

But now, faced with no alternative but
to cut back drastically on our consump-
tion of gasoline, because of the energy
crisis, we must make basic changes in
our means of travel. We talk of conserva~-
tion, but we have not done anything
about it.

Over 6.5 million barrels of gasoline are
used to move our automobiles each day.
Since Sepfember of last year, when the
drive for conservation was already in
full force, our national rate of gasoline
consumption has increased by 300,000
barrels per day. We continue to ignore
alternative transportation modes while
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Americans without ecars, mainly the
young, the elderly, and the poor, are
still denied the right to mobility.

Instead of developing more mass tran-
=it in our cities, to save energy and re-
duce pollition, we hear appeals to relax
the clean air standards—a proposal I
have consistently opposed.

Health experts and environmentalists
tell us that 280 mi'lion tons of pollutants
are being thrown into the air every year,
with most of it concentrating in the
Northeast and other regions of dense
population: 62 percent—almost two-
thirds—of all that pollution is a direct
result of our automotive engines. The air
we choke on is yet another consequence
of our distorted program of developing
the roadways while ignoring other means
of travel.

This continued proliferation of high-
way construction is contrary to our na-
tional effort to conserve our fuel and fo
clean our air. We must revise our trans-
portation funding structure to give States
and citles and towns the flexibility they
need to use Federal transportation funds
in a manner that reflects their needs in
the 1970's.

It is time to develop a sensible national
transportation policy that integrates dif-
ferent modes of travel and that sets forth
specific objectives to be achieved, con-
sistent with stated desires to save fuel
and breathe decent air.

Our existing Federal transportaion
programs are written so that States and
localities have little say in how they use
the money they receive. Broken down
into separate categories, the transporta-
tion dollar is so earmarked as to actually
dictate transportation priorities to the
States and cities. Local officials see money
in one specific category of the existing
highway code and then build a road that
fits the Federal guidelines, rather than
building exactly what they need.

In drafting this legislation, we sought
to maintain many of the existing ad-
ministrative procedures presently utilized
for highway programs. They have proved
successful in developing an excellent road
system in the United States. But the
bill, while attempting to build upon an
existing apparatus, makes important
structural revisions, We have chosen to
rewrite title XXIIT of the United States
Code precisely to establish the new trans-
portation priorities it is clear we need.

First, and foremost, the legislation
would abolish the Highway Trust Fund.
The concept of a trust fund has outlived
its usefulness. What was a mechanism for
funding prineipally the interstate high-
way system through earmarking of vari-
ous user taxes has become an open ended
budget mechanism to proliferate high-
way programs.

Transportation programs should face
the same budgetary review and analysis
as other social programs. It should not be
isolated from congressional scrutiny.

Funding priorities for transportation
must be made in the context of other
pressing social needs. By removing Fed-
eral funding bias toward highways, con-
gressional authorization and appropria-
tion committees will now be able to take
a comprehensive view of our transpor-
tation priorities.
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The administration has suggested
maintaining the trust fund for the pur-
pose of finishing the interstate system
with a return of some of the taxes to the
States, and the transfer of other funds
to general revenues. I question the rea-
son for exempting the interstate sys-
tem from budgetary review. There is no
reason why the interstate should have
priority over other types of transporta-
tion. Continuing the trust fund would
perpetuate the myth that it deserves that
special status.

Since 1956, we have placed the formu-
lation of transportation policy on auto-
matic pilot. It is time to reconstruct our
transportation funding and planning
mechanisms.

Under the new procedures established
by the Budget Reform and Impoundment
Control Act of 1974, the Congressional
budget will, by April 15, offer a resolu-
tion, which sets forth appropriate levels
of total budget authority and outlays and
the appropriate levels of new budget au-
thority for functional categories of the
budget. Thus, for the first time, Congress
will be forced to set an overall level of
funding for transportation programs, as
well as other social programs.

I submit it is extremely difficult to
establish appropriate spending levels in
the absence of a national transportation
policy. The establishment of objectives
and goals in the area of transportation
will provide a basis to view the needs of
various modes of transportation. I believe
it would be premature to specify author-
ization levels, without the formulation
of Federal policy. The main purpose of
the legislation is to formulate national
transportation goals and to establish a
process of implementing these objectives.

In a recent editorial in the Washington
Post, J. W. Anderson cogently depicts the
problems of the trust fund concept. He
noted how the highway trust swelled,
and how the road building machine be-
came “the enemy of a rational transpor-
tation policy.” The EKennedy-Weicker
bill removes this obstacle on the road to
the development of a balanced transpor-
tation system.

A second major revision contemplated
by this legislation is the restructuring of
current highway programs. As previously
mentioned, an increased amount of
money presently is being distributed to
the States in an attempt to meet “prior-
ity" construction. This earmarking of
funds had led the States to escape the
necessity of weighing priorities and de-
veloping an integrated approach to their
transportation problems. The current
system allows the States to fund virtually
all types of highway projects without
having to justify to the Department of
Transportation the actual need, or pur-
pose of the construction.

Our proposal would consolidate the
existing categorical programs into four
major programs:

First. Interstate.

Second. Rural system.

Third. Urban system.

Fourth. Safety programs.

It is important to note, that the Ken-
nedy-Weicker bill maintains both the
interstate system and the urban mass
transit program. Given the large capital
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needs of the UMTA program over the
next 10 years, as well as the interstate
system, it is essential to maintain the
existing legislative vehicles to direct
Federal funds for such purposes. Clearly,
in the case of mass transit, there is a
“catch-up” time required, before this
categorical program can be “folded in"
to our bloc grant approach. Thus, where
intensive capital needs exist, separate
programs are maintained. However, once
these capital improvements are achieved,
it is envisioned that these separate pro-
grams will be consolidated to the revised
transportation system, established by
this bill.

The legislation would continue the
same level of funding for the interstate
system, established by law. Specifically,
the bill maintains the present authoriza-
tion levels for fiscal year 1977, 1978, and
1979 of $3.25 billion per year. Thus, our
proposal maintains the national commit-
ment to the completion of the interstate
system.

Furthermore, under the interstate
transfer provisions of 1973 Federal Aid
Highway Act, there is adequate flexibil-
ity for Interstate funds to be used for
mass transit, if appropriate State and
local officials so decide.

To insure coordination of mass fran-
sit projects with other projects at the
State and local level, the current UMTA
law is amended to require mass transit
prejects to be consistent with compre-
hensive State transportation plan.

Section 102 (b) and (c¢) of this bill de-
fines urban and rural system as follows:

(b) The Federal-Aid rural system shall
conslst of an adeguate system of (1) con-
nected maln routes important to interstate,
statewide and reglonal travel and (2) major
rural collector routes designed to supple-
ment connected main routes; and, where
appropriate public mass transportation which
operates, in whole or part, on such routes.
The system shall be designated in each State
by the Governor and the appropriate local
officials, pursuant to the provislons of section
124 of this title and subject to the approval
of the Secretary.

(c) The Federal-Aid urban system shall
be located In each urbanized area and such
other urban areas as the Governor may
designate and shall consist of arterial and
collector routes and public mass transpor-
tation operating, in whole or part, over such
routes, The routes on such system shall be
designated by the appropriate local officials,
with the concurrence of the Governor, pur-
suant to the provisions of section 1290 of
this title and subject to the approval of the
Secretary.

This legislation removes any restric-
tions on the use of the money distributed
to the urban and rural systems. It does
not mandate funding for any particular
mode of transportation. Highway con-
struction, as well as mass transit can be
funded from these sources. Operating
assistance will be available provided that
it does not exceed more than 50 percent
of the States total allocation for that
particular system.

The Federal share for construction
projects and operating subsidies will be
funded at an 80-20 rate. The interstate
and safety programs will remain intact.

The urban system funds would be ap-
portioned to the States on the basis of
population. The Governor would be re-
quired to “pass through” funds for
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urbanized areas over 150,000. The Gov-
ernor, with concurrence of the local
public official, will designate a recipient
to select programs and receive and dis-
tribute funds. Each designated recipient
shall be a State agency or a local public
body composed of representatives of the
State and locally elected officials. The
rural system funds would be apportioned
to the States on the basis of mileage,
land area, and population. The Governor
would distribute the money within the
State according to the programs of proj-
ects approved by the Secretary.

The last significant change in existing
law relates to comprehensive planning
and programing processes. The current
planning and programing mechanisms of
the Department of Transportation fail
to provide proper Federal oversight over
State and local development. Under our
proposal, we revise this mechanism to
provide for DOT approval over compre-
hensive transportation plans and a spe-
cific program of projects on an annual
basis.

Two separate approval processes are
contemplated, First, the Governor is re-
sponsible for the development of state-
wide transportation plans. He will de-
velop rural aspects of the plan and in-
corporate plans formulated ‘by urban
areas into a statewide plan. Therefore,
the Governor must coordinate and inte-
grate the transportation needs of both
urban and rural areas into an overall
intermodel approach to the transporta-
tion problem in his or her respective
State.

The State legislature has veto power
over the proposed State plan, which must
be submitted to the Secretary for his
abproval and resubmitted every 4 years,
with any revisions.

The Secretary may not approve a plan
unless—

First, there is adequate administration
by a single State agency with responsi-
bility for transportation in the State.

Second, various fiscal controls and
maintenance of effort have been estab-
lished.

Third, compliance with community
development plans is demonstrated.

Fourth, compliance with environ-
mental protection plans is demonstrated.

Fifth, compliance with energy con-
servation plans is demonstrated.

Sixth, urbanized areas control plan-
ning in their areas.

Seventh, further we provide for legal
redress for States dissatisfied with the
Secretary’s action.

Planning procedures are designed to
force the States to establish priorities in
funding various modes of transportation.
The officials, closest to the problem, must
decide how best to use the limited
amount of Federal funds. Their decision
will be weighed in light of how their
proposals comply with Federal guide-
lines set forth in the bill,

Once the State plan is approved, the
Governor must submit for the Secretary’s
approval a program of projects for Fed-
eral assistance.

- In approving these programs, the Sec-
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retary must assure that the State gives
priority to—

First, reconstruction of highways on
the rural system that are unsafe,

Second, “defense” roads.

Third, projects incorporating improved
safety benefits.

Fourth, projects providing access to
public airports and port facilities.

Fifth, fixed guideway and eleciric
powered projects in areas failing to meet
ambient air quality standards.

Sixth, projects which will result in
the saving of energy.

Finally, Mr, President, the 94th Con-
gress has reached a crossroad in the
development of a rational transporta-
tion policy. The crucial decisions we
make, will affect our transportation pol-
icy throughout this decade. This Con-
gress must grapple with the issue of the
future of the Highway Trust Fund. It
must decide what our transportation
priorities are and create a mechanism
that will achieve those objectives. I sub-
mit that the legislation Senator Kewn-
NEpY and I have introduced provides
the Congress with a basis to form logical
and commonsense solutions to our cur-
rent transportation mess.

So what the distinguished Senator
from Massachusetts (Mr. KENNEDY) and
I think we need here is some logic and
commonsense so that we can have na-
tional mobility instead of one big park-
ing lot, which is the situation in the
United States today.

This legislation has been given even
greater urgency, because of the fuel
crisis in which we find ourselves, and
I would hope that this would be the year
when Congress would come to grips with
the subject, and we would go ahead and
act affirmatively 'in this area.

I am prepared at this time, Mr. Presi-
dent, to yield further of my time to the
distinguished Senator from Massachu-
setts,

The ACTING PRESIDENT pro tem-
pore, Under the previous order, the Sen-
ator from Massachusetts is recognized
for not to exceed 15 minutes, and the
Senator from Massachusetts also has the
remainder of the fime of the Senator
from Connecticut.

Mr. KENNEDY. Mr. President, I am
pleased to introduce today with my dis-
tinguished colleague, the Senator from
Connecticut (Mr, Weicker), the Federal
Transportation Improvement Act of
1975.

This legislation continues our attempts
over the past several years to end the
bias and discrimination toward highways
in Federal transportation planning,
funding and construction.

By abolishing the highway trust fund
and by encouraging a more balanced
transportation system, this bill will halt
the Federal underwriting of a distorted
transportation program, that program
has produced the best highways and the
worst transportation in virtually the en-
tire industrialized world.

Perhaps now that we are seeing a na-
tional awakening to the need to con-
serve energy, we can take the steps re-
quired to break the concrete strangle-
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hold on transportation planning and
transportation funding,

Perhaps now we can promote balanced
transportation planning and balanced
transportation funding so that the end
i‘emut. is a balanced transportation sys-
em.

In the past, we have put blinders on
our transportation planners. They knew
that highways commanded the lion’s
share of the Federal transportation dol-
lar and so they planned for highways.

That nonsystem has produced high-
ways that we need; but it has produced
highways that we do not need as well.
And It has failed to produce the mass
transit systems that are vital to the fu-
ture of our metropolitan areas.

It has insured a society built around
the automobile and its demands for
maintenance, for storage, for disposal,
for replacement, and for energy.

Some 40 to 60 percent of our central
cities now are given over to streets and
parking areas for the automobile. Urban
development for the past two decades
has been twisted by a transportataion
system focused on thrusting highways
into the very hearts of our cities without
much regard for the consequences of
that action. L

‘When we have 210 million people and
125 million automobiles and motor
trucks, when we use 52 percent of our
petroleum and 24 percent of our total
energy for transportation, when we pro-
duce nearly 10 million automobiles and
junk another 7 million each year, when
we find our railroads going bankrupt and
when we carried 19 billion mass transit
fares in 1945 but only 5.5 billion in 1973—
when we find these facts—then it is time
to redesign our transportation system.

This bill will make a strong beginning
toward that task. It will force transpor-
tation spending to be viewed as one
among other national needs in the over-
all budgetary process. And it will insure
that States and localities will make de-
cisions on how to meet their transporta-
tion needs solely on which mode of travel
works best,

Transportation planning at all levels
of government will be freed from the lure
of “easy money” for highways and little
or no money for mass transit.

Six years ago, I felt it was time to
call a halt to the tilt of Federal spending
toward highway construction. I infro-
duced legislation to create a National
Transportation Trust Fund, permitting
States and localities to have a mass
transit option in their use of trust fund
dollars.

And in each Congress sinee, I have in-
troduced legislation with Senator
Wericker to open the trust fund.

We helped push the first wedge in the
trust fund door in the Senate in 1972.
Although our amendment to provide
total flexibility was not adopted, a fall-
back amendment sponsored by Senators
Coorer and MuskIE was approved. The
same process helped defeat the highway
lobby in 1973 when, for the first time
since its creation in 1956, we secured a
portion of the trust fund moneys for mass
transit use.
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We also succeeded in permitting cities
and States to obtain the use of interstate
funds for mass transit when they decided
not to construct an interstate segment,
because of its disruptive effect on the
community.

The interstate transfer provision
translated community opposition to ur-
ban interstate highways into law. Boston,
for example, has been able to free $671
million originally slated for highways to
other projects. Of that amount, $600 mil-
lion is being used for mass transit
construction.

However, the steps we have taken thus
far are still too meager to meet the prob-
lem. Even the approval of significant new
urban mass transit administration fund-
ing last year represents only a minimal
response to long-stalled transit needs.

The energy crisis also has made it ap-
parent that we have been far too cautious
and hesitant in our chipping away at
the restrictions of the Highway Trust
Fund.

‘We must abolish it with a single stroke
if we are going to respond to the degree
of urgency in our current transportation
situation and if we are going to build
an adequate system in the coming years.

It makes no sense that irom 1956 to
the present, we have devoted 95 cents of
every Federal ground transportation dol-
lar to highways. It makes no sense that
even today, nearly 80 cents of every Fed-
eral dollar devoted to ground transporta-
tlon goes to highway construction.

And even after our legislation of last
yvear, the President’s budget shows that
in fiscal year 1976, we still will be direct-
ing more than 70 cents of every Federal
dollar aimed at transportation into high-
way construction.

For that reason, I believe the elements
of the legislation we are introducing to-
day are critical for the restructuring and
the redesign of our transportation system
and the creation of a more balanced and
integrated network to move people and
goods.

First, the bill would abolish the High-
way Trust Pund on September 30, 1976.

Second, all gasoline and other tax
revenues that now flow into the trust
fund would be channeled into the Treas-
ury General Fund.

Third, Federal highway funding would
be determined through the normal au-
thorization and appropriation process

Fourth, the proliferation of categorical
highway programs would be streamlined
with funds available for highway or mass
transit systems, except for the interstate
system. Under the interstate transfer
provision, under existing law, there is
flexibility for using those funds for mass
transit where localities and States pro-
pose not to build a particular interstate
segment.

Fifth, instead of nine dfferent categori-
cal highway programs, in addition to the
interstate, there will only be the urban
and the rural systems.

Sixth, funds authorized and appropii-
ated for those systems would be available
either for highway construction or for
construction and operating subsidies for
mass transit systems.

Seventh, the Federal share for the
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urban and rural system funds would be
80 percent, an increase of 10 percent. No
more than 50 percent of a State’s allo-
cation for either system could be used
for operating subsidies.

Eighth, the Federal share for the inter-
state system remains at 90 percent.

Ninth, the Governor would be respon-
sible for development of a comprehensive
State plan. Urban area plans would be
incorporated into the State plan.

Tenth, a single State agency responsi-
ble for all transportation would admin-
ister the plan, removing the State High-
way Department control over transpor-
tation planning in many States.

Eleventh, these comprehensive plans
would represent local and State priori-
ties in transportation. The plans would
have to meet overall Federal objectives,
such as priority to mass rail or other
fixed guideway transit. In areas with
air quality problems, priority to projects
which result in energy savings, and pri-
ority to reconstruction of highways in the
rural system that are unsafe.

Twelfth, the Secretary’s disapproval
of a State plan would be subject to court
review.

Thirteenth, urban system funds would
be apportioned to States on the basis of
population. The Governor would be re-
quired to pass through funds for urban-
ized areas over 150,000.

Fourteenth, rural system funds would
i:e apportioned to States under existing
aw.

Fifteenth, the bill returns the weight
limit for trucks to the lower level in ex-
istence prior to 1974.

Sixteenth, it provides encouragement
for carpools and requires enforcement of
the 55-mile-per-hour speed limit.

These are the major changes in exist-
ing law which would be achieved through
the legislation we are introducing today.
I believe these measures will help insure
more rational transportation decision-
making in the future. And the Nation
cannot afford any delay in achieving that
goal.

Mr, President, I am glad to join with
the distinguished Senator from Con-
necticut in submitting this legislation
to which he has just spoken this morn-
ing. This is a continuation of the effort
by the Senator from Connecticut and
myself that has been going on now for
close to 5 years to develop a more bal-
anced transportation system in this Na-
tion of ours.

I remember the time when we offered
different amendments to various pleces
of legislation to try to open up the high-
way trust fund and to provide a good
deal more flexibility in the utilization of
the resources of that fund so that there
could be the development of a transpor-
tation system which would reflect our
local, regional, and national needs in
the development of not only automobile
but mass transit, railroad, and even sea
transportation as well as air transporta-
tion.

I think, perhaps, now, as this Nation
is focused more directly on energy needs,
and focusing more dramatically on the
importance of insuring that whatever
kind of transportation system we are

7987

going to develop is going to be sensitive
to the amount of energy which is nec-
essary to motivate that transportation,
that the Members of Congress, the House,
and the Senate, will be more responsive to
the approach which the Senator from
Connecticut and I have taken.

This, Mr. President, is a result of a
number of years of work and consulta-
tion with many different representatives
of different transportation units. We feel,
if adopted, it will still insure the best
distribution of resources in this country
focused upon a transportation system
which recognzies the needs of those in
rural America and in underpopulated
parts of this country as well as those who
live in the major urban centers of the
Nation.

We think it is a creative and thought-
ful approach toward one of our great
national needs, and we are extremely
hopeful that this legislation can get the
kind of early consideration that it de-
mands and, hopefully, will be able to get
Senate and House action during this
session.

We come from a part of the country
in which the major part of the Ameri-
can population lives. The critical needs
in transportation are absolutely essen-
tial for the commerce as well as the live-
Hhood of millions of people who live in
the Eastern, Western, and Southern
parts of this Nation, We feel that with
the adoption of this legislation we can
restore some balance to the develop-
ment of a transportation system, and we
feel that this will be an important ma-
jor step in meeting one of our very im-
portant national needs.

So I am delighted to join with my
friend and colleague, the Senator from
Connecticut, in an area of great na-
tional importance and consequence. We
are going to continue to work closely with
the committees, with our colleagues, and
with the administration in attempting to
see that this legislation is implemented
into law.

Mr. President, I send to the desk leg-
islation and ask for its appropriate ref-
erence.

The ACTING PRESIDENT pro tem-
pore. The bill will be received and ap-
propriately referred.

Mr. KENNEDY, Mr. President, I yield
back the remainder of my time.

TAX REDUCTION ACT OF 1975

The ACTING PRESIDENT pro tem-
pore, Under the previous order, the Sen-
ate will now resume consideration of
H.R. 2166. The bill will be stated by title.

The legislative clerk read as follows:

A bill (H.R. 2168) to amend the Internal
Revenue Code of 19564 to provide for a re-
fund of 1974 individual income taxzes, to
increase the low-income allowance and the
percentage standard deduction, to provide a
credit for certain earned income, to increase
the investment credit and the surtax ex-
emption, and for ofher purposes.

The Senate resumed the consideration
of the bill.

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the Chair
now recognizes the Senator from Michi-
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gan (Mr. Paruie A. HarT) to call up his
amendment on which there are 20 min-
utes of debate to be equally divided and
controlled by the Senator from Michigan
and the Senator from Louisiana (Mr.
Lowg).

Mr. PHILIP A. HART. Mr. President,
has the amendment been stated?

The ACTING PRESIDENT pro tems-
pore. We do not have a copy of the Sen-
ator's amendment.

Mr. PHILIP A. HART. The amend-
ment was filed yesterday but, I take it,
that the printer has not yet delivered it.

The ACTING PRESIDENT pro fem-
pore. The clerk will report.

The legislative clerk read as follows:

The Senator from Michigan (Mr. PHILIPF A,
Hart) for himself, Mr. GrivrFiN, Mr. RoTH,
and Mr, PERCY proposes an amendment.

The amendment is as follows:

At the appropriate place, Insert the fol-
lowing new section:

“Sec. —. ELecrioNn To SussTiTUTE NET OP-
ERATING LOSS CARRYBACK YEARS
ForR CARRYFORWARD YEARS.

(a) In GeneraL—Subparagraph (E) of
section 172(b) (1) (relating to years to which
net operating loss may be camried) 18
amended to read as follows:

“(B)(1) In lleu of any net operating loss
oarryover to which a taxpayer would other-
wise be entitled under this section, a tax-
payer may elect to carry back any net operat-
ing loss for a number of taxable years equal
to the number of taxable years to which
such loss could have been carried forward,
and the carryback so elected shall be added
to the number of taxable years for which the
taxpayer is otherwise entitled under this
section to carry back such net operating loss.
Except as provided in sectlon 381(c) (25),
and except as provided in paragraph (3)(E),
an election under this subparagraph shall
apply not only with respect to such net op~
erating loss but also to the taxable year
of such loss.

*“(if) Unless he Is described In clause (iil),
& taxpayer may not elect to have the provi-
slons of clause (1) apply unless he estab-
lishes an employee stock ownership plan (as
described in 301(d) of the Tax Reduction
Act of 1975). This clause does not apply to
any credit or refund attributable to a net
operating loss or losses Incurred In taxable
years ending after the date of the first such
election made by the taxpayer.

*{ii1) The provisions of clause (il) do not
apply to any taxpayer the sum of whose
credits or refunds resulting from electing
to have the provisions of section 172(b) (1)
(E) apply to net operating losses Incurred
in taxable years ending on or before the date
of such first election does not exceed $£10,-
000,000."

(b) BSreecian Runes—Section 172(b)(3)
(relating to special rules) Is amended by
striking out subparagraphs (E) and (F), and
by inserting In lleu thereof the following:

“(E) (i) An election made under paragraph
(1) (E) may be revoked by the taxpayer at
any time within 60 months after the close
of the taxable year in which the election was
made. If a taxpayer revokes such an election,
the election may be revoked more than 60
months after the close of the taxable year
during which the electlon was made only
with the consent of the Secretary or his dele-
gate. The taxpayer's llability for tax for all
taxable years beglnning with the earHest
taxable year affected by the carryback of the
net operating loss under election shall be
redetermined as if the election had never
been made. The amount of the taxpayer's
lablilty for tax for the taxable year In which
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the election is revoked is increased (as of
the end of such taxable year) by an amount
equal to the amount by which such redeter-
mined liability exceeds the tax paid for such
taxable years., An election revoked on or
before the time for filing a return for a tax-
able year (including any extensions thereof)
is consldered as made during that year. In re-
determining the liability of a taxpayer for
tax for preceding taxable years under this
clause, the amount of such liability shall be
reduced by an amount equal to the amount
transferred (or treated as transferred) by the
taxpayer to an employee stock ownership
plan described in sectlon 301(d) of the Tax
Reduction Act of 1875 or to & supplemental
unemployment compensation benefit plan
described in such section in meeting the re-
quirements of subsection (b) (1) (E) of this
section. If the taxpayer was not required to
transfer any amounts to such a plan under
subsection (b) (1) (E) because of the provi-
sions of clause (iii) thereof, the preceding
sentence does not apply.

*(ii) An election under paragraph (1) (E),
and a revocation of such election under this
subparagraph, shall be made in such manner
and at such times as the Secretary or his
delegate may by regulations prescribe. No
election may be made under paragraph
(1) (E) by any taxpayer described in sub-
paragraph (F) or (G) of paragraph (1). No
election may be made under paragraph
(1) (E) with respect to any foreign expropri-
ation loss to which paragraph (1) (D) applies.

“(ili) If an election made by the taxpayer
under subsection (b).1)(E) with respect to
a net operating loss incurred in any taxable
year is revoked by the taxpayer, he may not
make another election under that subsection
with respect to that year. If a taxpayer has
revoked an elecilon made under subsection
(b) (1) (E) with respect to & net operating
loss incurred in any taxable year, and such
taxpayer makes an electlon under such sub-
section with respect to a net operating loss
incurred in a later taxable year, no part of
the net operating loss for the taxable year
with respect to which the electicn was re-
voked may be carried over to any taxable year
beginning after the taxable year in which
the second or other subsequent election un-
der subsection (b) (1) (E) is made."”.

(c) CARRYOVERS IN CUERTAIN CORPORATE AC-
QUISITIONS.—Section 381(c) (relating to
items in the case of certain corporate acqui-
sitions) is amended by adding at the end
thereof the following new paragraph:

“(25) TREATMENT OF NET OPERATING LOSSES
WHERE TO SUBSTITUTE CARRYBACKS FOR CARRY-
OVERS HAS BEEN MADE,—The acquiring corpo-
ration shall be bound by an election made by
the distributor or transferor corporation
under section 172(b) (1) (E) unless different
rules with respect to the years to which a net
operating loss may be carried apply among
the group consisting of the distributor or
transferor corporations and the acquiring
corporation, in which case the acquiring cor-
poration shall use the carryback and carry-
forward perlod prescribed by regulations of
the Secretary or his delegate, and the rules
of section 172(b)(3) (E)(1) shall apply to
the extent required by such regulations.”

(d) CONFORMING AMENDMENTS.—

(1) Clause (ii) of section 172(b) (1) (A) 1s
amended by striking out “In the case” and
inserting in lieu thereof “Except as provlded
in subparagraph (E), In the case”,

(2) Paragraph (3) of section l'i'sz} is
amended by inserting * (and so much of para-
graph (1) (E) as relates to paragraph (1) (A)
(1)) after *““(1)(A)(ii)" each place it
appears.

() TECHNICAL AMENDMENTS—

(1) Section 6654(f) is amended to read as
follows:

“(f) Tax COMPUTED AFTER APPLICATION
oF COREDITS AGAINST TAX—For purposes of
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subsections (b) and (d), the term ‘tax’
means—

(1) the sum of—

“(A) the tax imposed by this chapter 1
(other than by section 56), plus

“(B) the tax imposed by chapter 2, minus

“(2) the sum of—

“(A) the credits against tax allowed by
part IV of subchapter A of chapter 1, other
than the credit against tax provided by sec-
uion 31 (relating to tax withheld on wages),
plus

“(B) any increase in liability for tax de-
termined under section 172(b) (3) (E) (relat-
tr:g to revocation of special carryback elec-

on).”

(2) Section 6655(e) (1) (B) 1s amended—

(A) by striking out “and” at the end of
clause (i1),

(B) by striking out the period at the end
of clause (1i1) and inserting in lieu thereof
& comma and “and”, and

(C) by adding at the end thereof the fol-
lowing new clause:

“(iv) any increase im liability tax deter-
mined under section 172(b)(3) (E) (relating
to revocation of special carryback election).”

(f) EFFECTIVE DATE.—

(1) IN eENERAL—The amendments made
by this section apply only to met operating
losses incurred In the first two taxable years
of t;m taxpayer beginning after December 31,

(2) TrRawsrrioNAL RULES—If an election is
made under section 172(b) (1) (E) of the In-
ternal Revenue Code of 1954 with respect to
any net operating loss for a taxable year
ending before the date of the enactment of
this Act—

{A) In the case of a deficlency for sny tax-
able year attributable to the application of
such net operating loss, section 6501(h) of
such Code shall be applied as if such loss were
for the taxpayer's first taxable year ending
after such date of enactment,

(B) in the case of an overpayment for any
taxable year attributable to the application of
such net operating loss, sections 6511(d) (2)
and 6611(f) (1) of such Code shall be applied
as if such loss were for the taxpayer's first
taxable year ending after such date of enact-
ment, and

(C) the period for submitting an applica-
tion for a tentative carryback adjustment
under section 6411 (a) of such Code with re-
gpect to such net operating loss shall not ex-
pire before the day which is 90 days after
such date of enactment.

In the penultimate sentence of section 301
(d) (5) of the bill strike out “if the employer
fransfers no more than half of the amount”
and insert in lleu thereof “only if, within one
year from the date of the election under sec-
tlon 172(b) (1) (E) of such Code, the em-
ployer transfers the entire amount.”

Mr. PHILIP A. HART. Mr. President,
I yield myself 5 minutes.

I call up an amendment to the Tax
Reduction Act of 1975 to permit substitu-
tion of net operating loss carryback years
for carryforward years.

This amendment is changed in several
important ways from a similar provision
which was included in the Senate Fi-
nance Committee’s original version of the
Tax Reduction Act. Before those who
described and dismissed the committee’s
proposal as a boondoggle to big business
reject this amendment out of hand, I
ask that they consider the changes and
several points about the concept which
were lost in the earlier rhetoric.

Let me list the changes.

First. The committee bill would have
permitted a firm to apply the new carry-
back option to any taxable year from
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1970 on. Our amendment restricts that
option to taxable years 1974 and 1975.
That change means that the amend-
ment will assist only those firms whose
business has been adversely affected by
the current recession and greatly im-
proves the likelihood that with an up-
swing in the economy, there will be no
long-term loss in Federal revenues.

Second. Under the committee kill, a
company with a supplementary unem-
ployment benefit plan—SUB—would
have put up to 12.5 percent of any re-
fund into the plan, and spread the pay-
ments over a 10-year period. Our amend-
ment requires that the company puts 25
percent of any refund into existing SUB
plans in the year the refund is received.

The change means that at least one
hard-pressed SUB program will remain
in business longer, and that those served
by the plan will delay the time when they
begin to ask the question, “Where is the
welfare office?”

Mr. LONG. Mr. President, I ask that
the yeas and nays be ordered on the
amendment.

The ACTING PRESIDENT pro tem-
pore. Is there a sufficient second? There is
a sufficient second.

The yeas and nays were ordered.

Mr. TUNNEY. Mr, President, will the
Senator yield for a unanimous-consent
request?

Mr. PHILIP A. HART, May I inquire
of the manager of the bill

Mr. LONG. Now, Mr. President, may I
also ask that the yea-and-nay vote on
the Senator’s amendment oceur immedi-
ately after cloture has been involved if,
indeed, it is today?

That being the case, Senators will have
a chance to offer their amendments this
morning and discuss them and the yea-
and-nay votes will not use up more than
50 percent of the time between now and
the time cloture is invoked.

Mr. PHILIP A. HART. In the event
cloture is not invoked, will the vote oceur
at the conclusion of that failed event?

Mr. LONG. Yes.

Mr. PHILIP A. HART. Either way?

Mr. LONG. Yes.

Mr, PHILIP A. HART. For the in-
formation of our colleagues, that would
mean the vote may oceur at about 11:30?

Mr. LONG. That would appear to be
about the time, yes.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Mr. TUNNEY. Mr. President, I ask
unanimous consent that Mr. Bob McNair
and Lawrence Ash of my staff have
privilege of the floor.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Mr, PHILIP A. HART. Mr. President, I
ask wunanimous consent that Kitty
Sherier and Jack Cornman of my office
have privilege of the floor.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Mr. PHILIP A. HART. Before discus-
sing the justification for the amend-
ment in its entirety, let me admit to a
very parochial interest in this amend-
ment. Senator Rora and Senator GrirF-
FiNn have parochial interests in this
amendment. The Chrysler Corp., will
benefit from this amendment but again
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probably not at the Federal Govern-
ment's expense in the long run.

A few unemployment figures will ex-
plain my “parochial” interest. In Janu-
ary 1974, Chrysler employed 62,400 hour-
ly wage workers in the Detroit area. This
past January, that fisure was down to
38,000 hourly wage employees. Detroit
has an unemployment rate of 23 percent.
One thing that city does not need is any
more layoffs.

Nationwide, Chrysler normally employs
113,000 hourly wage workers. About
48,000 of those are laid off, and one thing
this country does not need is still longer
unemployment lines. So it just may be
that my parochial interest in this amend-
ment is shared by those representing
many other sections of our country.

When measured against the costs of in-
creased unemployment—and they range
from food stamps to forfeiture of HUD
guaranteed mortgages, to welfare pay-
ments to the unmeasurable mental strain
and waste of human skills and energy
resulting from widespread unemploy-
ment—the temporary loss in Federal rev-
enues resulting from this amendment
could turn out o be a bargain.

Now to the amendment.

EXISTING LAW

The concept of permitting a business
to use an 8-year period to average prof-
its and losses is not new. Under present
law, a company can do so by carrying
losses back 3 years and forward 5 years.

The concept of altering the provisions
of the ecarryback-carryforward pro-
visions is not new either. In passing a tax
bill in 1967, Congress temporarily ex-
tended the carryback part of the law to
help American Motors through a diffi-
cult time, That action, I believe, proved
wise: it helped American Motors o re-
main a large employer and taxpayer, and
I understand that the Government
eventually recaptured all the money it
would have received if the change had
not been made.

Mr, GRIFFIN, Mr. President, may we
have order please?

Mr. PHILIP A, HART. Employer and
taxpayer, and I understand——

The ACTING PRESIDENT pro tem-
pore. The Senate is not in order. Will
the Senator suspend for just a moment?

Will the Senate come to order? Sen-
ators will please be seated.

The Senator from Michigan.

Mr. MANSFIELD, Mr. President, will
the Senator yield briefly?

Mr. PHILIP A. HART. Yes.

Mr. MANSFIELD. I would like to am-
plify on the unanimous-consent request
of the distinguished manager of the bill
to the effect that all rolicall votes prior to
the vote on cloture be accorded the same
consideration in sequence as the Senator
from Michigan on his amendment.

The ACTING PRESIDENT pro tem-
pore, Is there objection? The Chair hears
none, Without objection, it is so ordered.

Mr. PHILIP A. HART. The justifica-
tion for the Tax Reduction Act of 1975
is to help people and businesses adversely
affected by the economic recession.

The hope is, I understand, to encourage
people to spend and businesses to regain,
keep or improve their financial health,

A proposal which would help firms
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from laying off more people is as ger-
mane to that goal as proposals to en-
courage economic growth.

By allowing firms to apply the carry-
back provision to any tax year back to
1970, as did the committee version of the
bill, it could be argued—correctly in my
view—that the provision was not really
connected with the current recession and
would reward inefficient companies
which could not cut it in time of nor-
mal economic growth.

I emphasize, by restricting to 1974 and
1975 the taxable years to which this pro-
vision applies, as our amendment does,
we make quite clear that the intent is to
provide temporary assistance to firms
suffering difficult times during a period
of severe economic recession. And again,
I recall that Congress did the same with
good success for American Motors in
1966, and I repeat the importance of
Chrysler to the depressed economy of
Detroit and Michigan.

What would be the cost?

In figuring the cost of the amendment
to the Federal Government, two provi-
sions should be stressed.

First, a company electing the 8-year
carryback gives up the right to carry
losses forward against future profitable
years, unless it pays back the refund re-
ceived from the 8-year carryback.

If a company decides to switch back
to the current provision, the Federal
Government will be repaid in full.

Companies sticking with the 8-year
carryback will have to pay full taxes on
future profitable years, which means the
Government will recapture funds it
would have lost under the carry-forward
provision,

Granted, the amount the Federal Gov-
ernment recaptures will depend on firms
making profits within the next 5 or 6
yvears, which gives added importance to
the change which limits the qualifying
taxable years to 1974 and 1975.

Obviously, we can have little confi-
dence that firms which could not make
profits in the early 1970’s will make
profits in the last half of the decade.
However, the companies using fthe
amendment as now rewritten necessarily
will have had to make profits within the
last 8 years. That means we have reason
to believe that these firms will be money-
makers again within the next 5 years.

Here then are the cost estimates:

Under the committee version, the Fed-
eral Government might lose between $1
billion and $1.5 billion in the next 2
yvears. The open-ended nature of the
committee bill made it impossible to pre-
dict how much more might be lost be-
yond that. I am told you could expect
the Federal Government to have recap-
tured about half the amount lost under
the commitiee version.

Under our amendment, which, again,
restricts the extension of the carryback
period to 2 taxable years, this loss is
estimated at about $250 million, most of
which if not all would be recaptured.

DOES CHEYSLER NEED THE MONEY?

I am in no position to predict what
might happen to Chrysler if this amend-
ment is not approved.

However, it is no secret that the cor-
poration’s lines of credit are badly
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strained and that the Federal Reserve
is contemplating emergency credit help
if the company’s condition worsens.
Also, whether by the demands of the
marketplace or of Congress, auto com-
panies will be required to build more gas
efficient autos and it will take capi-
tal to design and retool to meet that de-
mand. If the demand is not met, more
layoffs at Chrysler is the least ominous
of the possiblities. Further concentra-
tion in an already highly concentrated
industry is one of the more ominous
possibilities.
HOW TO RESTRUCTURE AN INDUSTRY

For some years now I have been lec-
turing about the dangers of economic
concentration. If the car industry were
less concentrated, I believe the industry
would not be in such a serious financial
condition today.

Regardless of that, however, it may be
easy for the theorists to say that a large
firm should be allowed to sink or swim
on its own, but it is an entirely different
thing to say that thousands and thou-
sands of workers living in an area of ex-
tremely high unemployment should be
asked to bear the cost of letting a large
firm go under.

I do not know, as I said, what will hap-
pen to Chrysler if this amendment is re-
jected, and I cannot assure that it will
spend all its refund wisely, but I do be-
lieve that given Detroit’s serious eco-
nomiec depression, we should err on the
side of helping a large employer keep
people on the job.

We can talk about restructuring auto-
mobiles, I believe we should. Let us do
it in an orderly fashion, not by the dis-
astrous collapse which would bring in its
train enormous human suffering.

The ACTING PRESIDENT pro tem-
pore. The Senator’s 10 minutes have ex-
pired.

The Senator from Louisiana.

Mr. LONG. Mr. President, the amend-
ment offered by the Senator is similar to
what the committee did agree to. The
Senator’s amendment does not have the
same emphasis on employee stockowner-
ship as the Committee on Finance rec-
ommended, and in that respect it is not
as appealing to the Senator from Louisi-
ana as was the provision which we agreed
to in the committee.

The Senator would undertake to say
that the amount which we would urge go
to an employee stockownership arrange-
ment would go instead to their sup-
plemental unemployment benefits fund.

I trust this matter to the good judg-
ment of the Senate. I personally have no
strong feelings about it.

I voted some years ago to do some-
thing of that sort for American Motors
and I believe that the Senate can well
contend that in view of the fact that this
Nation saw fit to do a similar thing for
American Motors, that Chrysler Corp.
today needs the same consideration as
badly as American Motors did at that
particular time.

I am happy to yleld time to anyone
who wants to speak on either side, but
I think that the time should be used first
by those who want to speak in opposition
to it
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Mr. BIDEN. Mr. President, I cannot
possibly support the Hart amendment
to liberalize the loss carryback and
carryforward provisions of the tax laws.
The amendment has been drafted to
make Chrysler the major beneficiary. I
have consistently voted against bailout
legislation directed to single companies
such as Lockheed and Pan Am. I con-
sider such legislation a dangerous prece-
dent. What it does is introduces a form
of deception in our tax code. Tax laws
should be general—not written to bene-
fit a specific firm.

With respect to the SUB provisions
of the amendment, I have a fundamental
problem. Should Government become in-
volved in providing supplemental unem-
ployment benefits to one group of work-
ers? Namely, autoworkers, specifically
Chrsyler workers? Why not GM workers,
many of which have been unemployed as
long as Chrysler workers? If we do this,
should we not do the same thing for
the workers in the housing or construe-
tion industries, many of whom have been
unemployed much ionger than auto-
workers? If Government gets involved in
supplemental unemployment benefits, it
should do it for all workers by increas-
ing weekly unemployment benefits.

I propose to take care of the needs of
the long term unemployed by passing
special legislation to increase weekly un-
employment benefits for all covered
workers, by extending the number of
weeks that all workers can receive bene-
fits, by passing special legislation to pay
health care insurance premiums for the
unemployed and by passing mortgage
relief assistance so that the unemployed
do not lose their homes. For instance,
today I will vote for the Javits amend-
ment to extend unemployment benefits.
Giving Chrysler a tax break has nothing
to do with taking care of these people.
I would suggest that the tax bailout
should stand on its own merits. The in-
jection of SUB fund aid, just serves to
distort the issue. Perhaps the $190 mil-
lion tax break should be directed to pro-
grams for the unemployed.

The best thing that we can do is to
turn this economy around without going
back to the kind of inflation that pre-
ceded our present economic recession.

What we can do is eliminate the give-
aways from the tax bill that will need-
lessly increase the Federal deficit thereby
resulting In higher interest rates and
higher prices. What we can do is pass a
tax bill that provides the necessary eco-
nomic stimulus, that recognizes the needs
of those truly requiring relief, while at
the same time maintaining the fiscal re-
sponsibility needed to transform our cur-
rent economic situation into one of eco-
nomic order.

Mr. CURTIS. Mr. President, I do not
wish to speak in opposition to this, but I
think as & member of the committee I
should point out one fact. There are
three companies which sought relief un-
der this philosophy. At the present time,
a corporate taxpayer can average over
8 years, 5 years forward and 3 years back.
It is a request that they could average
the entire 5 years back. There is quite &
heavy penalty if they want to change
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again. I think the taxpayers are taken
care of in that way.

However, it happens that the years are
such that here are two other entities, one
of them an international airline, that
will not be covered by this amendment. I
believe its language is general in appli-
cation. They are not excluded, but it hap-
pens that the years in question will not
do that. I present that not as an argu-
ment against or for this proposal, but
merely for the information of the Senate.

Mr. LONG. I yield to the Senator from
Colorado.

Mr. HASKELL. Mr. President, I have
to object to this amendment basically on
philosophical grounds. I can understand
the desires of the Senators from Michi-
gan to help a corporation which is a large
employer in their State. My only objec-
tion is that I do not think this is the way
the Congress ought to do it. We are giving
an unknown amount of help, because we
do not know the extent of the loss. We
are giving the assistance without hear-
ings as to the desirability or undesir-
ability.

Mr. President, I would merely like to
register my objection that if this type of
assistance is to be given, it be given di-
rectly after hearings and reports by com-
mittees rather than to do it by an
amendment to the tax laws.

Mr. GRIFFIN. Will the chairman
yield?

Mr. LONG. The time in support of the
amendment should be yielded, if possi-
ble.

Mr. PHILIP A. HART. How much time
remains?

The ACTING PRESIDENT pro tem-
pore. The Senator from Michigan has
exhausted his time,

Mr. PHILIP A. HART. I yielded myself
5 minutes.

Mr. GRIFFIN. Will the Senator yield
2 minutes?

Mr. LONG. If the Senator from Michi-
gan has used all his time, I will yield 2
minutes of my time.

Mr. GRIFFIN. I merely wanted to take
a moment to associate myself with my
senior colleague from Michigan. (Mr.
PamLir A. Hart) in the argument he has
made. I think it is important to empha-
size that there is important recognition
in this bill of the housing industry. There
are outright subsidies provided in the bill
to stimulate the housing industry. But
the other major industry that is dragging
the economy down is the automobile in-
dustry and the depression that we are
experiencing in the automobile industry.

In our State upwards of 14 percent
are out of work and 25 percent of the
automobile workers have been out of
work. Fortunately, some of them have
been called back recently, but it may be
a temporary situation.

I think it is important to realize that
the investment tax credit that is pro-
vided In this bill is meaningful only to
corporations and businesses that make a
profit. It does nothing to help a corpora-
tion that is inewrring losses. The only
way that you can help a corporation
that is Incurring a loss is to recognize
the equity of this particular approach
which only allows the corporations in-
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volved to spread their losses over a dif-
ferent period of time.

Really, what is involved here would be
the Chrysler Corp. and other businesses
that are affected getting some of their
own tax money back, tax money that
they have already paid in in years when
they have made a profit. It is to allow
them to offset that against the years now
when they are incurring severe losses.

Furthermore, as the amendment is
drafted, although there is some concern
about it, there would be substantial help
to the laid-off workers involved because
a significant portion of what would be
involved here would go to supplement un-
employment compensation benefits. I be-
lieve in light of the total context of the
tax legislation that is being considered
and what we are trying to achieve, this
amendment has merit. I hope it will be
adopted.

Mr. ROTH, Will the chairman yield?

Mr. GARY W. HART. Will the Senator
yield for a guestion?

Mr. LONG. First, for the record I wish
to state these figures: It is my under-
standing Chrysler had a loss of $71 mil-
lion in 1974, and that they will sustain a
loss of $312 million in 1975, a total loss
of $333 million. Their tax advantage
therefore, is estimated at $191 million
under the amendment.

Mr. President, I have said that to sup-
port a measure of this sort I would in-
sist there be an employee stock owner-
ship in the amendment. I suppose I
would have to maintain my consistent at-
titude in that matter. I regret that is not
in this proposal. I personally would like
to vote for it. But if there is no employee
stock ownership arrangement, I do nob
feel I could vote for it.

I yield to the Senator from Delaware.

Mr. ROTH. Mr. President, I am pleased
to join the two Senators from Michigan
in sponsoring this legislation, as I think
it is important that we do something to
help those companies so adversely ai-
fected by the recession and Government
regulations. I would peint out in answer
to the distinguished Senator from Colo-
rado that the Finance Committee did
deal with this problem; that we did have
a provision that would provide assistance
to Chrysler as well as other companies.
So we are not dealing with a subject
that was not dealt with in the Finance
Committee.

I would also like to point out that time
is of the essence both from the stand-
point of the employees and the company.
Under this proposal, 25 percent of the
benefits would go to the so-called sub-
payments, and the subpayments are very
nearly bankrupt at the present time. So
I think it is extraordinarily important
that we act now to help the unemployed
employees as well as the communities in
which these plants are located. I can say
that, from the standpoint of Delaware,
where a Chrysler plant was shut down
for several months and they are just now
beginning to go back to work, the sub-
payments have had a very beneficial
effect, especially to the employees out of
work and also to the community as a
whole.

I would like to point out that the pri-
mary purpose of the tax cut is to help
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the economy, to stimulate the economy.
I can think of nothing that could be
more disastrous for our economy today
than for a major company, to force a
major finanecial crisis. No one can pre-
dict that this legislation will necessarily
correct all problems faced by Chrysler,
but it will be a step in the right direction.
1 think, if we are going to help compa-
nies, such as Chrysler, who were so ad-
versely affected by conditions beyond
their control, it is highly important that
we take action now. I believe it is im-
portant to realize that the major bene-
ficiaries of this provision will be the
thousands of employees and their fami-
lies working for these corporations.

For the reasons already referred to,
I also believe that the Congress must
take steps to insure that Chrysler Corp.
remains competitive. In my opinion, one
of the reasons that Chrysler is now ex-
periencing difficulties is the amount of
Government regulations and controls
that were imposed on them by this Con-
gress. I would be extremely concerned if
the company did go under, not only be-
cause of the impact this would have on
jobs and incomes but also because of the
psychological impact it would have on
our whole economy. This provision
would provide Chrysler the additional
time and aid to make it through this
very difficult time. X

But this provision will help the em-
ployees of Chrysler most of all. Under
this provision, Chrysler will be allowed
to channel up to $40 million of its tax
refund into the SUB funds for their un-
employed workers and their families. The
current SUB fund is expected to run out
next week, when thousands of workers
and their families throughout the coun=-
try would be in desperate shape.

In my home State of Delaware, this
provision would directly benefit the 1,700
Chrysler workers and their families who
are still unemployed, and the 2,000 work-
ers and their families who have recently
been recalled temporarily.

The shutdown of the Chrysler plant in
Delaware would have had a much more
serious impact without the SUB funds.
They not only help the unemployed in-
dividual and his family, but it also pro-
tects the economy of the community and
the State.

The SUB funds are in danger of run-
ning out. I urge the Senate to adopt this
amendment to extend these employee
SUB funds.

Mr. GARY W. HART. Wiil the Senator
from Louisiana yield for a question?

The ACTING PRESIDENT pro fem-
pore. All time has expired.

Mr. GARY W. HART. Will the Sen-
ator from Louisiana yield for a question?

Mr. LONG. Do I have time to yield?

The ACTING PRESIDENT pro tem-
pore. The time of the Senator from Loui-
siana has expired.

Mr. CURTIS. Mr. President, do we
have any time under the bill?

The ACTING PRESIDENT pro tem-
pore. There was no time allotted on the
bill. Under the previous agreement, the
vote on this amendment will go over until
after the cloture vote,

Under the previous order, the Chair
now recognizes the Senator from Cali-
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fornia (Mr. Tusney) to call up his
amendment, on which there is 15 minutes
debate to be equally divided and con-
trolled by the Senator from California
and the Senator from Louisiana.

The clerk will state the amendment.

The assistant legislative clerk proceed-
ed to read the amendment.

Mr. TUNNEY. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

The amendment is as follows:

On page 3, between lines 8 and 9, insert
the following:

Sec. 4. (a) Section 162 of the Internal
Revenue Code of 1954 (relating to trade or
business expenses) is amended by redesignat-
ing subsection (h) as (i), and by inserting
after subsection (g) the following new sub-
section:

“(h) Certarny ExPENSES NECESSARY FOR
GAINFUL EMPLOYMENT.—

“(1) I¥ cENERAL—In the case of an indi-
vidual who maintains a household which
includes as a member one or more of the
following qualifylng individuals—

“(A) & child or stepchild of the taxpayer
(within the meaning of section 162) who is
under the age of 15,

“(B) a dependent of the tazpayer who Is
under the age of 156 or who is physically or
mentally incapable of caring for himself or
herself, or

“{C) the spouse of the taxpayer, if he or
she 1s physically or mentally incapable of
caring for himself or herself,

the deduction allowed by subsection (a)
shall inciude the reasonable expenses paid
or incurred during the taxable year for
household services and for the care of one
or more Individuals described in subpara-
graph (A), (B), or (C), but only if such
expenses are ordinary and necessary to enabie
the taxpayer to be gainfully employed.

“(2) MAINTAINING A HOUSEHOLD.—FoOr pur-
poses of paragraph (1), an individual shall
be treated as maintaining a household for
any taxable year only if over half of the cost
of maintaining the household during such
perlod is furnished by such individual (or if
such individual is married during such pe-
riod, if furnished by such individual and
his or her spouse).

“(8) Srecian ruiLes—For purposes of this
subsection—

“{A) MARRIED COUFLES MUST FILE JOINT RE=-
TURN.—If the taxpayer is married at the
close of the taxable year, the deduction pro-
vided by subsection (a) shall be allowed only
if the taxpayer and his spouse file a single
return jointly for the taxable year.

“(B) GAINFUL EMPLOYMENT REQUIREMENT.—
If the taxpayer Is married for any period dur-
ing the taxable year, there shall be taken
into account employment-related expenses
Incurred during any month of such period
only if—

*(1) both spouses are gainfully employed,
or

“(i1) the spouse is a qualifying individual
described In paragraph (1) (C) of this sub-
section.

“{C) CERTAIN MARRTED INDIVIDUALS LIVING
APART.—AN individual who for the taxable
year would be treated as not married under
sectlon 143(b) if paragraph (1) of such sec-
tion referred to any dependent, shall be
treated as not married for such taxable year.

“(D) PAYMENTS TO RELATED INDIVIDUALS.—
No deduction shall be allowed under subsec-
tion (a) for any smount pald by the tax-
payer to an individual bearing a relationship
to the taxpayer described in paragraphs (1)
through (8) of section 152(a) (relating to
definition of dependent) or to a dependent
described In paragraph (9) of such section
except where the taxpayer can demonstrate
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that such payments were made in an arms
length fashion pursuant to regulations to be
prescribed by the Secretary or his delegate.

“(E) REDUCTION FOR CERTAIN PAYMENTS.—
In the case of employment-related expenses
incurred during any taxable year solely with
respect to a qualifying individual (other
than an individual who is also described in
subparagraph (A) or (B) or paragraph (1) of
this subsection and who is under the age of
15) the amount of such expenses which may
be taken into account for purposes of this
section shall be reduced—

*{1) if such individual is 15 or older and
is described In subparagraph (B) of para-
graph (1) of this subsection, by the amount
by which the sum of—

“(I) such individual's adjusted gross in-
come for such taxable year,

“{II) the disability payments received by
such individual during each year, exceeds
$750, or

“(i1) in the case of quallfying individual
described in subparagraph (C) of paragraph
(1) of this subsection, by the amount of
disability payments received by such individ-
ual during the taxable year.

For purposes of this subparagraph, the term
‘disability payment’ means a payment (other
than a gift) which is made on account of
the physical or mental condition of an indi-
vidual and which is not included in gross
income.”

(b) Sectlon 62(c) of the Internal Revenue
Code of 18564 (relating to trade and business
deductions of employees) is amended by
adding at the end thereof the following new
subparagraph:

“{E) CERTAIN EXPENSES NECESSARY FOR
GAINFUL EMPLOYMENT.—The deductions al-
lowed under section 162 which consist of
expenses allowable by reason of the applica-
tion of subsection (h) thereof, paid or in-
curred by the taxpayer in connection with
the performance by him or by her of serv-
ices as an employee.”

(¢) Part VII of subchapter B of chapfer
1 of the Internal Revenue Code of 1054 (re-
lating to additional itemized deductions for
individuals) is amended—

(1) by striking out section 214 (relating
to expenses for household and dependent
caré services necessary for gainful employ-
ment), and

(2) by striking out the item relating to
sectlon 214 in the table of sections for such
part.

(d) The amendments made by this sec-
tion shall apply to taxable years beginning
after the date of the enactment of this
Act.

Bec. 5. (a) Section 43 of the Internal Rev-
enue Code (relating to overpayments of tax)
is redesignated as section 44 and the follow-
ing new section is added:

“Sec. 44. GAINFUL EMPLOYMENT CREDIT.

*(a) GENERAL RuLE.—In the case of an in-
dividual, there shall be allowed, subject to
the limitations of subsection (b), as a cred-
it against the tax imposed by this chapter
for the taxable year, an amount equal to one-
half of all the expenses for gailnful employ=
ment, described in section 162(h).

“{b) LimrraTioN.—(1) The credit allowed
in subsection (a) shall not exceed $50, ($25,
in the case of a married person filing a sepa~
rate return) per month,

“(e) EvectroN To TAKE DEDUCTION IN LIEU
oF CreprT—This section shall not apply in
the case of any taxpayer who, for the tax-
able year, elects to take the deduction pro-
vided by sectlon 167(h). Such election shall
be made in such manner and at such time
as the Secretary or his Delegate shall pre=-
scribe by regulations.”

(b) Bection 6401(b) (relating to amounts
treated as overpayments) is amended—

{1) by inserting “section 44," (relating to
gainful employment credit) after “section
43"; and
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{2) by striking out “and 43" and insert-
ing in leu thereof 43, and 44",

(c) Section 6201(a) (4) (relating to assess-
ment authority) is amended—

(1) by inserting “44 (relating to gainful
employment credit)” immediately after “43"
in the caption of such section; and

(2) by striking out “on section 43 (relating
to personal exemptions),” and inserting in
lieu thereof ", section 48 (relating to personal
exemptions), or section 44 (relating to gain-
ful employment),".

(d) The amendments made by this section
shall apply to taxable years beginning after
the enactment of this Act.

Mr. TUNNEY, Mr. President, I call up
amendment to the pending tax bill which
will extend the concept of allowing work-
ing parents tax relief for expenses in-
curred by them in caring for their de-
pendents.

I act today in the conviction that this
worthwhile concept can play a significant
role in lightening the tax burden of hun-
dreds of thousands of parents and heads
of households throughout the country,
and make this relief available to those
who need it most—the hard-pressed low-
and middle-income taxpayers of the
United States.

Mr. President, as everyone in this
Chamber knows, we presently allow indi-
viduals to deduct the cost of caring for
dependents when the cost of such eare is
2 necessary part of taking and keeping
gainful émployment. Section 214 of the
Internal Revenue Code of 1954, as
amended, allows deduction of those ex-
penses. However, the law at present re-
quires that those expenses be deducted
through the mechanism of an itemized
deduction.

That simply will not do. In the name
of equity for working parents now and
in the future, the current situation
should be changed.

~ What is wrong with the present dedue-
pm-n? Put very simply, the problem lies
in the faet that only those taxpayers who
itemize deductions can receive the bene-
fits of this tax allowance. Yet of the mil-
lions of people and families earning less
than $10,000 a year, only 32 percent
utilize itemized deductions. That means
that some 68 percent of those low- and
middle-income families and Individuals
receive no benefit at all from the existing
allowance.

Yet we all know that these are the
very people we should be striving to help
with such tax relief. The working
mother, struggling to make ends meet,
needs this tax incentive more than any-
one. To date, however, we have slammed
the door in the faces of millions of work-
ing mothers by denying them the bene-
fits of their expendifures on child care.

This means that hundreds of people
who might otherwise hold down jobs,
and be contributing vital income to ra-
vaged family incomes, are discouraged
from working, simply because the income
from their work hardly exceeds their ex-
penses,

And we should not believe that this
problem will pass without further atten-
tion on the part of the Congress. The
proportion of mothers working outside
the home is more than double what it
was 25 years ago. In 1948, 18 percent
of our Nation's mothers went out of the
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house to work. Now that figure stands at
42 percent, and we can expect that trend
to continue as the pinch on our middle-
income breadwinners becomes worse.

Therefore, I say that it is time to bring
the design of the tax law into concert
with the realities of our contemporary
society. We must recognize the fact that
millions of American parents must work
in these troubled times, and we must
further recognize that miilions of those
parents must incur substantial expenses
for child care to allow them to work.
Insofar as the present tax structure does
not allow thousands of families to utilize
fully the existing deduction for such
care, the law should be changed.

Therefore, I am proposing that there
be three basic changes in the child care
expense deduction:

First. I believe that the deduction
should be placed under section 162 of the
Internal Revenue Code. This would indi-
cate that this deduction would be de-
fined as an “ordinary and necessary’ ex-
pense incidental to the conduct of a
business or trade.

Certainly, it should be as legitimate for
the working mother to deduct the cost of
her child care as it is for the ordinary
businessman or employee to deduct the
cost of advertising or business lunches
or the like. Both are directly related to
the production of income, and as such
they should fall within the same section
of the code.

Second. I would also make this deduc-
tion an “adjustment to income.” This
technical term means nothing more than
the fact that taxpayers would be per-
mitted to deduct child ecare expenses,
and still take the standard income tax
deduction—the device overwhelmingly
used by the majority of the Nation's
ordinary faxpayers.

Third, After consultation with the dis-
tinguished chairman of the Senate Fi-
nance Committee, the Senator from
Louisiana (Mr. Long) I have decided to
incorporate another feature into this
amendment. It will allow taxpayers fo
take tax credits equal to one-half their
child-care expenses of up to $50 per
month, or a total of $600 per year.

This provision would be especially
helpful to the low-income taxpayer who
was unable to take maximum advantage
of his or her deduction or adjustment.
Such taxpayers would receive up to $600
per year in credits toward their income
tax lability. Thus, the taxpayer would
be able to choose between taking a de-
duction or adjustment to income, and
taking a tax credit, either of which
would be based on his or her child-care
expenses.

In either case, it would be the ordi-
nary taxpayers of American who would
be the beneficiaries of this amendment.
We in the Senate have gone on record
in favor of the concept of allowing work-
ing parents fo deduct child-care ex-
penses. Now we must take the next glant
step, and insure that those tax dedue-
tions are available on a fair and equita-
ble basis to all Americans, rich or poor.
I hope the Senate will join me in this
effort.

Mr. TUNNEY. Mr, President, I ask for
the yeas and nays.




March 21, 1975

Mr. LONG. I ask for the yeas and nays
on the amendment.

The ACTING PRESIDENT pro tem-
pore. Is there a sufficlent second? There
is a sufficient second.

The yeas and nays were ordered.

Mr. LONG. Mr. President, I ask for
the same unanimous-consent agreement
we had prior to this time, that the vote
on the Tunney amendment occur immed-
iately after the vote on the Hart amend-
ment.

The ACTING PRESIDENT pro fem-
pore. Without objection, it is so ordered.

Mr, TUNNEY. Mr. President, the
amendment I am offering today corrects
an inequity in the Internal Revenue Code
of 1954 which makes household services
and child-care expenses a personal de-
duction rather than a business deduc-
tion.

I think it 1s very important that we
make this change, because many heads of
households are working who need to have
& babysitter to take care of their children.
That babysitter costs a considerable
amount of money, which represents a
substantial deduction from the income of
the head of the household. The head of a
household is not able to claim that baby-
sitter as a deduction against his or her
income tax unless that family itemizes
deductions. The way the law presently is
worded, the deduction for child-care ex-
penses is not a business deduction but a
personal deduction. The family which
takes a standard deduction rather than
an itemized deduction when filing its re-
turn is not able to claim the babysitter
expense.

On the other hand, if this were a busi-
ness deduction, and an adjustment to in-
come that family, in filing its return,
would be able to claim the babysitter ex-
pense in addition even if it claimed the
standard deduction.

Of the families that earn $10,000 or
less, almost 70 percent file returns with
the standard deduction, which means
that 70 percent of the families that earn
less than $10,000 are not able to claim the
babysitter expense as a tax deduction. My
amendment is designed to give those
families an opportunity to write off the
babysitter expense against their taxes.

This makes clear sense, If a business-
man is able to write off his secretary as
a business expense rather than as a per-
sonal expense, there is no reason in the
world why & mother who is the head of &
household should not be able to write off
the cost of a babysitter as a business
expense so that she can go to work.

The amendment I have offered today
is a modified form of amendment No.
153, which was printed earlier. The
modiflcation provides that the head of
the household, as an alternative to claim-
ing this as a business deduction, can
claim a tax credit of up to $50 a month
equal to one-half the cost of the baby-
sitter. This will enable many poorer fami-
lies to have a much greater benefit than
the amendment as originally drafted
would provide.

If our desire in this country is to get
people off welfare and get them to work,
then we should be giving a substantial
benefit to those families that are of
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lower income levels. They can then have
an opportunity to receive a maximum
write-off for the cost of the babysitter.
As a result, we are actually getting two
for one. We are employing the baby-
sitter and employing the person on
welfare.

Mr. LONG. Mr. President, will the Sen-
ator yield, on my time?

Mr. TUNNEY. I yield.

Mr. LONG. The tax credit the Sen-
ator is suggesting would be especially
helpful o a mother drawing welfare pay-
ments who would like to go to work to
improve the condition of her little fam-
ily. When that mother goes to work, her
work expenses would be increased by
the cost of paying for day care for her
child or by the cost of paying someone
to take care of the child while the mother
is at work. If she has to pay $100, which
is about the minimum one could expect
to pay for decent day care, that reduces
her earnings by $1,200. Even if she earns
enough to remove her from the welfare
rolls, that $1,200 is a tremendous expense
which will benefit her very little for in-
come tax purposes since she can already
take a standard deduction of $1.300.

So this amendment would give her the
benefit of a tax credit that would cover
about half the cost of providing decent
day care for her child while she goes out
and iries to provide for a better situa-
tion in life for both berself and the
child.

Mr. TUNREY. The Senator from
Louisiana is absolutely correct.

I thank the Senator from Louisiana for
his efforts in perfecting this amendment.
Over a period of years, the Senafor from
California has discussed this amendment
with the Senator from Louisiana, and the
thoughts of the Senator from Louisiana
always have been very helpful,

The tax credit incorporated in the
amendment offered by the Senator from
California is a result of the prescience
and the understanding of the Senator
from Louisiana. I deeply appreciate the
suggestions that the Senator made, be-
cause I think they make it a better
amendment.

Mr. LONG. It reflects our mutual view
that we should try to make honest en-
deavor, honest work, more attractive
than welfare, if we can.

Mr, TUNNEY. I agree
Senator.

Mr. CURTIS. Mr, President, will the
Senator yleld?

Mr. TUNNEY. I yield.

Mr. CUORTIS. Is it not true that there
is a provision in the code now for deduct-
ing child care expenses for working
mothers?

Mr. TUNNEY. Yes, but it is a personal
deduction. It is not a business deduction,
and it cannot be used with the standard
deduction.

Mr. CURTIS. But anyone who item-
izes his deductions can get substantially
the same benefit as would be included in
the Senator’s amendment,

Mr. TUNNEY. Anyone who itemizes his
deductions can do that. There are two
changes necessary, however: allowing
the use of the deduction with the stand-
ard deduction and providing a tax credit
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in this amendment of up to $50 a month.
Both changes would be of substantially
greater benefit to the lower income tax-
payer than the deduction that is pres-
ently allowed.

Mr. CURTIS, Does the Senator's
amendment provide for a credit?

Mr. TUNNEY. Yes—or a deduction—
either one or the other, whichever the
taxpayer elects to report and claim.

Mr. CURTIS. How much of an ex-
penditure for child care does the tax-
payer have to have in order to get a
credit of $50 & month?

Mr. TUNNEY. It can be no more than
$50, but it is one-half of the cost of the
babysitter.

Mr. CURTIS. I would raise a serious
question about using a tax eredit for this
purpose. A tax credit is a special cate-
gory in which one just deducis a sum
of money from the taxes owed. There are
many worthy causes, many of them ex-
pendifures, but we may not have any
revenue left.

I hope that the pari of the amendment
particularly relating to a tax credit will
not be pushed by the Senator.

It is one thing to give an added bene-
fit to the individual who takes a stand-
ard deduction, which- there still might
be some guestion about. But to make this
a credit, I seriously question the wisdom
of that. I hope that the Senator will re-
consider it.

Mr. TUNNEY. The reason that the
credit has appeal is that it helps those
people most whom we would like to see
have the greatest opportunity to go to
work. These are the people who are pres-
ently on welfare or, who, under existing
law, are not given any kind of encour-
agement {o go to work. If there is a young
child in the house, the cost of the baby-
sitter is sufficiently high that it reduces
the earned income of these people to the
point that it is much betfter to sit at
home and just draw welfare payments,
rather than work. By giving this tax
credit of up to $50 a month, what we are
doing is encouraging such people to go
to work, because they will have a very
direct financial stimulus to do so.

The PRESIDING OFFICER. The time
has expired.

Mr. LONG. Mr. President, I send to
the desk an amendment. In the event
the amendment of the Senator from
California should be agreed to, I believe
that this amendment will be needed to
make it relate properly to the other sec-
tions in the bill.

Mr. TUNNEY. I modify my amend-
ment to incorporate the language of the
amendment offered by the Senator from
Louisiana.

The PRESIDING OFFICER. Is there
objection to the modification? Without
objection, the amendment is so modified.

The clerk will state the modification.

The assistant legislative clerk read as
follows:

On page 89, between lines 5 and 6, insert
the following new paragraph:

(1) Section 50A(a) (relating to determi-
natlon of amount of credit) is amended by
adding at the end thereof the followlng new
paragraph:

“{6) Limitation with respect to nonbusi-
ness  eligible employees.—Notwithstanding
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paragraph (1), the credit allowed by section
40 with respect to federal welfare reciplent
employment incentive expenses pald or in-
curred by the taxpayer during the taxable
year to an eligible employee whose services
are not performed In connection with a trade
or business of the taxpayer shall not exceed
£1,000."

On page 89, line 6, strike out “
insert In lieu thereof “(2)".

On page 89, line 20, strike out “(2)" and
fnsert in lieu thereof *“(3)".

On page 90, line 25, strike out *(3)"
insert in lieu thereof “(4)".

On page 91, line 7, strike out “(4)"” and
insert in lleu thereof “(5)".

Mr. LONG. Mr. President, the amend-
ment that I have sent to the desk seeks
to reconcile the Tunney amendment
with the Talmadge amendment that is
in the bill. In the event that someone
is employed off the welfare rolls, it would
provide a tax credit for employing some-
one from the welfare rolls. The Senator
may not be familiar with that provi-
sion, but we do not want to have an
unintended benefit; so the two sections
should be considered together.

Mr. TUNNEY. I thank
tinguished chairman.

I wish to point out to my distinguished
friend from Nebraska that the amend-
ment that I am offering—at least the
part of it giving a business deduction
for the cost of the babysitter—passed
the Senate in November 1971 by a vote
of 74 to 1. I offered it at that time. It
was accepted again by the Senate by
a vote of 71 to 8 as an amendment fo
H.R. 1 in 1972. So, this amendment has
a good track record in the Senate, to say
the least.

Mr. CURTIS. Do 1
that——

Mr. TUNNEY. I dare say—I cannot be
sure—that if we look at the record, we
will find that the Senator from Ne-
braska voted for it.

Mr. CURTIS. All I gather from your
argument is that it was such that they
were unable to convince the conference.

Mr. TUNNEY. It was a technicality.
It was declared nongermane fto the
House bill; therefore, it was dropped. It
was at the time that the House adopted
those rules which made it impossible to
put into a House bill any language that
was not germane to the original House
bill. So it got thrown out on a techni-
cality.

But it has widespread support in the
House as well as in the Senate, and I
am sure that if the Senator from Ne-
braska thinks about it, he will see the
wisdom of what I call a two-for-one ben-
efit. If we give the opportunity to a non-
working mother to go to work and give
her the financial stimulus to do so, we
then also hire a babysitter as well. So
we get two for the price of one—two
people employed for the price of one
deduction.

Mr, CURTIS. Will the Senator yield?

Mr, TUNNEY. Yes.

Mpr. CURTIS. Did his previous amend-
ment have a credit?

Mr. TUNNEY. No; the previous amend-
ment did not have a credit. The credit
improves the amendment, in my view.
. “Mr. CURTIS. But not in the view of
the Treasury. If we have enough credits,

(1)" and
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there will not be any income for the
Treasury.

Mr. TUNNEY, They will be paying
taxes. The person, instead of being a tax
gobbler, will be working generating in-
come and paying taxes.

Mr. CURTIS. I am not too sure that
when we count up everything that is in
existing law and everything in this bill,
someone in the circumstances the Sena-
tor describes is going to pay more than
$600 a year taxes, and he wants to give
him $600 a year credit.

Mr, TUNNEY, We may be taking him
off welfare. We have to count that, too.
Mr. CURTIS. And off the tax rolls.

Mr, TUNNEY. A person on welfare is
probably drawing $4,000 or $5,000 a
year of tax money, so we must consider
the savings from forgone welfare pay-
ments.

Mr. CURTIS. We are giving them too
much.

Mr. LONG. Mr. President, how much
time remains?

The PRESIDING OFFICER. There is
no time on the amendment.

Mr. TUNNEY. Mr. President, I ask
unanimous consent that the Senator
from South Dakota (Mr. AsoUREZK), the
Senator from Montana (Mr. METCALF),
the Senator from Connecticut (Mr. Rig1-
corF), and the Senator from Indiana
(Mr, HARTKE) be added as cosponsors.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Mr. President, under our
unanimous-consent request, we will vote
on that amendment after we vote on
the Hart amendment. Now, if there is
another amendment which the Senator
desires to discuss, we will discuss that
one.

AMENDMENT NO. 191

The PRESIDING OFFICER. Under
the previous order, the Chair now rec-
ognizes the Senator from New Mexico
(Mr. DomeENICI) to call up an amend-
ment, with a time limitation of 15 min-
utes, 7% on a side.

Mr. DOMENICI. Mr. President, I call
up my amendment No. 191 and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. DOMENICI. I ask unanimous con-
sent that further reading of the amend-
ment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the end of the last page, insert the
following Title entitled, “structural Energy
Conservation Incentives.”

SecTioN 1. (a) The Congress finds that—

(1) present national energy sources are
limited and the capacity of the nationalen-
ergy supply system to meet future demand
is threatened;

(2) it is in the national interest to cone
serve energy by moderating the demand for
fossil fuels and by improving the efficlency
with which such fuels are used;

(3) significant energy savings for the Na-
flon and the consumer may be achleved by
applying existing methods of energy con-
servation to the thermal design of various
residential units and -

{(4) it is an Important national objective
to encourage sound investment practices
which improve the thermal design of various
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residential units and increase the wuse of
solar energy in heating and cooling such
units.

(b) It is the purpose of this Act to estab-
lish a system of income tax credits and in-
come tax deductions in order to promote
improvement of the thermal design of
various residential units, and to promote the
use of solar energy devices in residences.

INCOME TAX CREDIT FOR CERTAIN EXPENDITURES
RELATING TO THERMAL DESIGCN OF RESIDENCES

Sec. 2. (a) Bubpart A of part IV of sub-
chapter A of chapter 1 of the Internal Reve-
nue Code of 1964 (relating to credits against
tax) is amended by redesignating section 42
as section 43 and by inserting immediately
after section 41 the following section:

“8Ec. 42. EXPENDITURES RELATING To THER-
MAL DESIGN oF TAXPAYER'S RES-
IDENCE,

“{a) GENFRAL RuLE.—There shall be al-
lowed as a credit against the tax imposed
by this chapter—

“(1) an amount equal to the ordinary and
necessary expenses paid by a taxpayer dur-
ing the taxable year for the Improvement
of the thermal design of any residential
units by that taxpayer through the pur-
chase of conventional materials or through
the purchase of solar heating and cooling
equipment;

*(2) an amount equal to the ordinary and
necessary expénses paid by a taxpayer, in-
cluding & contractor, during the taxable year
for the installation by that taxpayer, of in-
sulation and caulking materials to the ex-
tent these materials exceed in the amount
the specifications for such materials in the
Department of Housing and Urban Devel-
opment. Minimum Property Standards, and
stormm windows, storm doors, and solar heat-
ing and cooling equipment, in any new
residenfial unit; and

“(3) an amount equal to the ordinary and
necessary expenses pald by a taxpayer dur-
ing the taxable year for the improvement of
the thermal design of any new or existing
commercial bullding by that taxpayer
through the purchase of conventional ma-
terials or through the purchase of solar
heating and cooling equipment.

*“(b) GENERAL LIMITATION.—The credit
allowed by subsection (a)(1) and (a)(2)
shall be limited to—

“(A) 25 percent of any expense which
quglifies for a deduction under section 220
(a): and

“{B) #1,000 for the pericd during which
the provisions of this sectlon are in effect,
no more than $250 of which may be al-
lowed as a credit for the purchase of con-
ventional materials.

“(2) The credit allowed by subsection (a)
(3) shall be limited to (A) 25 percent of
any expense which qualifies fcr a deduction
under section 220(a); and (B) 85,000 for
the period during which the provisions of
this section are in eflect, no more than
$1,000 of which may be allowed as & credit
for the purchase of conventional materials.

“(3) APFLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (&) shall
not exceed the amount of the tax lmposed
by this chapter for the taxable year re-
duced by the sum of the credits allowable
under section 83 (relating to foreign tax
credit), section 35 (relating to partially tax-
exempt interest), seciion 37 (relating to re-
tirement income), section 38 (relating to in-
vestment in certain depreciable property),
and section 41 (relating to contributions to
candidates for public office).

“{e) CARRYBACK AND CarryYovER oF UNUSED
Creprrs.—If the amount of the credit deter-
mined under subsection (a) for any tax-
able year exceeds the limitation provided by
subsection (3)(2) for such taxable year
{hereinafter In -this subsection referred to
as the ‘unused credit year'), such excess
shall be—
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“(1) & credit carryback to any taxable
CRYT—

1 “(A) during which the provisions of this
section are in effect; and

*“(B) which precedes the unused credit
vear; and

“(2) a credit carryover to each of the 4
taxable years following the unused credit
year,

(1) DEFINITIONS

“(1) CONVENTIONAL MATERIALS—FOr pur=-
poses of this section, the term ‘conventional
materials’ includes caulking materials and
insulation, storm windows, storm doors, and
such other materials as so defined by the
Becretary of the Treasury, in cooperation
with the Federal Energy Administrator and
the Secretary of HUD.

“(2) SOLAR HEATING AND COOLING EQUIF=
MENT.—For purposes of this section, the
term ‘solar heating and cooling equipment’
means any solar heating and cooling equip-
ment, solar electric generation devices and
solar energy assisted heat pumps, which:

“(A) meets the definitive performance cri-
teria prescribed by the Secretary of HUD
under section 8 of the Solar Heating and
Cocling Demonstration Act of 1974 (Public
Law 93-409; 88 Stat. 1073).”; of which

“{B) meets adequately deflnitive perform-
ance criterla to be certified acceptable for
receipt of a tax credit or deduction by the
Secretary of the Treasury in cooperation with
the Secretary of HUD. The Secrefary of the
Treasury shall take such appropriate actions
to accelerate the development of “adequately
definitive” performance criteria to allow cer-
tification of such equipment by not later
than 180 days following enactment.

*“(3) For purposes of this section the term
‘residential units’ shall include single family
units and individual residental units within
a multi-family structure.

(b) The table of sections for such subpart
A is amended by striking out the item re-
Iating to section 42 and inserting in lieu
thereof the followng new ltems:

“Sec. 42. Expenditures relating to thermal
design of taxpayer's residence.

*Sec. 43. Overpayments of tax.”.

INCOME TAX DEDUCTION FOR CERTAIN EXPENDI-

TURES RELATING TO THERMAL DESIGN OF RES<

IDENCES

Sec. 3. (a) Part VII of subchapter B of
chapter 1 of the Internal Revenue Code of
1954 (relating to additional ftemized deduc-
tions for individuals) is amended by redes-
ignating section 2320 as section 221, and by
inserting immediately after section 219 the
following new section:

“Sec. 220. EXPENDITURES RELATING TO THER-
MAL DESIGN OF TAXPAYER'S RES-
IDENCE

*(a) CGeneraL RurLE—There shall be al-
lowed as a deduction,

“(1) the ordinary and necessary expenses
paid by a taxpayer during the taxable year
for the improvement of the thermal deslgn
of any residential units by that taxpayer,
through the purchase of conventional ma-
terlals (as defined by section 42(d) (1)) or
through the purchase of solar heating and
cooling equipment (as defined by section 42
(d) (2)) andg;

“(2) an amount equal to the ordinary and
necessary expenses pald by a taxpayer, in-
¢luding a contractor, during the taxable year
for the installation by that taxpayer of in-
sulation and caulking materials to the ex-
tent these materials exceed in the amount
the specifications for such materials in the
Department of Housing and Urban Develop-
ment Minimum Property Standards, and
storm windows, storm doors, and solar heat-
ing and cooling equipment, in any new resl-
dential unit,

*“(b) Lrimrrarron.—The deduction allowed
by subsection (a) shall be limited to $4,000
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for the period during which the provisions
of this section are in effect, no more than
$1,000 of which may be allowed as a deduc-
tion for the purchase of conventional
materlals.

“(e) ErECcTION TO TAKE CRENIT IN LIEU OF
DepvcTioN.—This section shall not apply in
the case of any taxpayer who, for the tax-
able year, elects to take the credit against
tax provided by section 42 (relating to credit
against tax for expenditures relating to ther-
mal design of taxpayer's resldence). Such
election shall be made in such manner and
at such time as the Becretary or his delegate
shall prescribe by regulations.”.

“(d) The table of sections for such part
VII is amended by striking out the Item re-
lating to section 219 and by inserting in lieu
thereof the following new items:

"“Sec. 220. Expenditures relating to thermal
design of taxpayer's residence,
“Sec. 221. Cross references.”,
REPORT

(a) The Secretary of the Treasury or his
delegate shall prepare an annusal report in
consultation with the Administrator of the
Federal Energy Administration. Such report
ghall be transmitted to the Congress not
later than September 156 of each year, be-
ginning with 1978, and shall include:

(1) information with respect to the num-
ber and amounts of credits and deductions
taken under the amendments made by the
foregoing provisions of this Act; (2) the
nature of thermal design improvements made
by taxpayers with respect to their principle
residences; (3) the geographical areas of the
United States In which such residences were
located;

(b) The Administrator of the Federal
Energy Administration, in consultation with
the Secretary of the Treasury, shall—

(1) prepare an analysis of the energy sav-
ings achieved through operation of such
amendments;

(2) coordinate all Federal studies of incen-
tives to conserve energy or increase the de-
velopment of such clean and renewable
energy resources as, but not limited to, solar
energy policy and program recommendations
on axdditions or changes to the Federal Energy
Incentives Program (including the tax credit
and tax deduction amendments); and

(3) submit interim reports in conjunction
with the report of Section 4(a), including
findings on energy savings and on recomraen=
dations for incentives modifications,

(¢) The Becretary of the Treasury shall
prepare guldelines relating to Sec. 42(d)
above and submit these to Congress for ap-
proval within 90 days following enactment
of this legislation.

TECHNICAL AMENDMENTS

Bec. 5. (a) Sectlon 56(a) (2) (A) of the In-
ternal Revenue Code of 1854 (relating to
imposition of minimum tax) is amended—

(1) in clause (iv) thereof, by striking out
“and"; and

{2) by adding at the end thereof the fol-
lowing new clause:

“(vi) section 42 (relating to expenditures
relating to thermal design of taxpayer's resl-
dence); and”,

(b) Section 6096(b) of the Inlernal Reve-
nue Code of 1954 (relating to income tax lia-
bility) is amended by striking out “and 41™
and inserting in lieu thereof *“41, and 42",

EFFECTIVE DATE

Sec. 8. The amendments made by the fore-
going provisions of this Act shall apply to
expenses incurred during tazable years be-
ginning after December 31, 1974, and ending
before January 1, 1980. Such amendments
shall terminate at the close of December 31,
1979, except that taxpayers may continue
to take credit carryovers as provided by
section 42(d)(2) of the Internal Revenue
Code of 1954 (relating to carryback and
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carryover of unused credit), as enacted by
Section 2(a) of this Act.

Mr. DOMENICI. Mr. President, I offer
this amendment in behalf of myself, Sen-
ators HumpHREY, FANNIN, TUNNEY, PELL,
and Gary W. Hart. I yield myself 31,
minutes.

Mr. President, this amendment is one
that I probably would not have offered
if we were considering solely a tax re-
duction and tax rebate bill. But it seems
to me that, since we have entered other
areas, this one is a most significant and
important amendment. This amendment,
basically, is one that will do three things,
all of which are needed today.

First, it will put into place some new
incentives for residences, new and old,
and commercial establishments new and
old, to insulate either the homes or the
commercial premises, and it will en-
courage that this be done. It is estimated
that during the 4-year life of this bill,
as far as residences in America, new and
old, this will effect a savings of at least
250,000 barrels of oil or its equivalent
per day.

It will cost approximately $700 million
if in fact the entire program is accepted
by the American people. There is no ques-
tion but that the conversion aspect is rec-
ommended by everyone that has looked
at America’s needs. The President, in his
state of the Union message, specifically
referred to it. The congressional program
on economic recovery and energy suffi-
ciency directly recommended this ap-
proach. So as to that aspect it is absolute~
ly certain that we must do this in our
country.

Second, there is no question but that
this would stimulate substantial employ-
ment. We do not know precisely how
much, but certainly it would stimulate
the presently depressed construction
industry.

Third, in the area of solar energy or
new technology, this particular proposal
would encourage alternate uses of new
technology and give a credit for those
who would seek to use the same.

Mr. GARY W. HART. Mr, President,
may we have order?

The PRESIDING OFFICER. The Sen-
ate will be in order. Senators will take
their seats.

Mr. DOMENICI. I thank the Senator
from Colorado.

There is no question but that solar
energy for residential and commercial
use is out and ready to be used. What
we are trying to do with this bill is
promote its use by giving appropriate
tax relief to those who would use it, not
by way of a bonanza, but rather by way
?t‘.f making it economical for them to do

We think this amendment would en-
courage it, and we also have reason to
belleve, from those who manufacture
the apparatus and equipment for solar
energy, that it would, in a few short
years, bring the cost of solar energy to
be used both in residences and in com-
mercial establishments down substan-
tially.

I is estimated that if this bill was in
place, that kind of applied technology
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would be reduced in cost for the con-
sumer by about one-third of its present
cost, which is basically a demand and
supply sort of cost.

I will summarize again, because we do
not have much time,

Basically, this amendment would ap-
ply to both new and old houses in
America. For those that are going to be
constructed brand new, we will still al-
low some incentive if in fact the builder
or the owner insists on maximum in-
sulation standards rather than mini-
mum. Both of these are defined by HUD
today, and the difference in cost be-
tween the minimum and maximum is
that to which the credit and deduction
would apply.

For old homes, there is presently a
HUD criterion for what is adequate in-
sulation, and there again, for those who
would want to do this to their homes,
that is, install storm windows, insula-
tion, and the like, there will be a eri-
terion to be followed in terms of their
getting adequate insulation into old
homes.

Likewise in the area of solar energy,
as a result of the Solar Demonstration
Act, there are in existence, in place in
HUD, known criteria that can be applied
by IRS to determine whether or not ap-
propriate new technology is being ap-
plied.

Mr. GARY W. HART. Mr. President,
will the Senator yield for a question?

Mr. DOMENICI. T am delighted to
yield to the Senator from Colorado.

Mr. GARY W. HART. The Senator has
implied, in connection with the solar
energy portion of his amendment, that
he felt it preferable that it be applied
to this measure, the tax rebate bill, rather
than for the Senate to procecd through
the normal process with legislation, with
hearings, debate, and discussion at the
committee level on the solar energy por-
tion of the hill.

I have a personal interest here. I have
a bill presently working its way through
which is very similar to the proposal sug-
gested by the Senator from New Mexico,
Mine would provide for a loan program
for solar units, whereas, as I understand,
this measure is a tax incentive or tax
reduction provision.

These two measures seem to me to be
very close together, and I question the
wisdom of taking this step right now.

Mr, DOMENICI. I might say to the
Senator from Colorado that I have seen
his bill, and indeed it is an excellent bill,
and contains features very similar to this.

‘We have had formal hearings last year
in both the Commerce and Space Com-
mittees, which have demonstrated the
need, There is a demonstration bill in
place which establishes the eriteria; and,
as I said in my opening remarks, if this
bill was not becoming a tax incentive
as well as a tax reduetion kind of a bill,
a bill with a lot of matters other than
tax reductions and rebates, I would not
offer it here., But it seems to me that
since this is the kind of a bill that it is,
we ought right now to put in the one
aspect that everyone agrees upon, which
is that Insulation and solar technology
ought to be stimulated in the American
market for their energy-saving capacity
and employment potential; and certainly
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the tax incentive approach will cause
that to happen.

I think, on instances when Senators
have occasion to talk to average citizens,
they will usually say, “We would like to
insulate our home and save energy, and
if we got a bit of a break we would do it.”

This will permit $1,000 to be spent with
tax relief for various expenditures in that
field of insulation.

Mr. LONG. Mr. President, I yield
3 minutes to the distinguished senior
Senator from Colorado.

Mr. HASKELL. Mr. President, I would
like to state my reasons briefiy for
opposing this proposal. The ends sought
are justifiable, but the Senator from New
Mexico is having the Federal Govern-
ment subsidize only people who pay
taxes. There are a lot of people with
many children, who may be working very
hard, who may even have eight children,
and not even be paying taxes. If we
are going to subsidize people—and this
is a worthy end—I think we ought to
subsidize everyone across the board, and
fnthlnk it ought to be done after hear-

gs.

My colleague from Colorado has a very
meritorious bill, which would provide for
loans, Perhaps the committee after hear-
ings would include provisions for both
loans and direct subsidies; I do not know.
But I am just mentioning to my friend
that I think that is the way we ought to
go, rather than subsidizing some of the
people in this country.

I thank the Senator.

Mr. LONG. Mr. President, undoubtedly
the Senate will do something in this
area. As the Senator from Colorado
pointed out, it would be well that we
study the matter in greater depth and
consider the -alternatives before we
decide which program to adopt.

I think I should advise the Senate that
this amendment could increase the tax
reduction of the bill by as much as an-
other billion dollars. Senators will want
to think about that in connection with
how much overall tax reduction they
want to vote.

We have added some revenue to the
bill. The Hartke amendments, for ex-
ample, would bring in another $1,600,-
000,000 or possibly more if agreed to in
conference. I think I should point out
that the revenue gains have been offset
by the additional tax loss by a lot more
than we would pick up. Senators may
well want to carefully consider how much
they want to load this bill down with
amendments that increase it cost.

Personally, I think we would be justi-
fled in a tax cut bill of about $31 billion,
but I am not sure the Senate wants to go
that far. If this is added to the bill, I
will offer a. motion at some point to strike
from the bill some portions of that
which is already in it, to try to help con-
tain the cost.

If anyone else desires to speak in op-
position I will be glad to yield time.

Mr. DOMENICI. I did not hear the
Senator.

Mr. LONG. The manager of the bill
has control of time in opposition to the
amendment, and I am offering to yield
time to anyone who wishes to spesk
against the amendment,
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tlnxxt not, I reserve the remainder of my
e.

Mr. DOMENICI. I yield a minute and
a half to the Senator from Arizona.

Mr. FANNIN. Mr. President, I com-
mend my distinguished colleague from
New Mexico and the well-known Senator
from Minnesota for their interest in
energy conservation.

If we are truly seeking the eapability
of energy self-sufficiency, then energy
conservation will play & major role in
attaining that goal. This amendment
will provide the required economiec in-
centive for individuals fo improve the
thermal efficiency of their homes and
commercial buildings through conven-
tional means or by application of a solar
heating and cooling system. My State of
Arizona with its shortage of natural gas
must find new sources of energy.

In the area of solar development, this
incentive is crucial. Last session we
passed major solar research legislation.
And we are hopeful that these new pub-
lic laws will bring solar energy use into
commercial competition with econven-
tional energy sources very soon. But cer-
tain technologies are ready to be mar-
keted. The barrier to the use of these
available solar heating and cooling sys-
tems is the high initial cost of applica-
tion. Though once in place, solar devices
would save a homeowner hundreds of
dollars in fuel costs, it is the estimated
$3,000 to $8,000 cost of a solar system
which discourages its use.

The National Science Foundation has
recently collected applications for a
study of the incentives and barriers to
the widespread use of solar energy. Such
& project will open our eyes to many
problems, and I know it will guide us
toward the necessary remedies. But as I
mentioned earlier, we are already aware
of the major economic barrier to in-
creased solar use. That is one reason for
this amendment. If we adopt our pro-
posal, taxpayers could at least receive
tax credit for 25 percent of their ex-
penses on a solar system, up to $1,000 for
homes, or $5,000 for large commereial
buildings.

I feel it was particularly important
that we extend this privilege to owners of
commercial buildings. In many cases,
retrofitting of systems to existing com-
mercial bulldings is a most efficient use
of solar energy and it is often more
easily accomplished than retrofitting a
residence, where it is harder to avoid
visual distractions with a retrofit sys-
tem. Additionally, businesses may be bet-
ter able to bear the current expense of a
solar heating and cooling system than an
individual homeowner.

Mr. President, the Federal Energy
Administration has often pointed out
that we waste a high percentage of en-
ergy in this country—through ineflicient
conversion, misplaced use priorities and
poor insulation of buildings. Here is our
chance to recover some of that wasted
and much-needed energy for other uses.

The Treasury will lose & certain
amount of tax money by this measure.
If we reach the target of the Energy Re-
search and Development Administra-
tion—that is for 1 percent of all housing
starts to carry solar devices by 1980—
the Treasury would lose $12.5 million
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annually from this allowable -credit.
Coupled with the use of conventional
thermal efficiency methods, this cost
would probably increase to between
$700-$800 million per year. But this esti-
mate seems small when compared to the
billions of dollars we are exporting to
oil-producing countries.

But this low percentage of the cost of
improvements will be lost to the Treas-
ury only once. Meanwhile, with these
improvements in effect during the com-
ing years we will save more and more of
the $70 million we are daily spending on
imported energy. In addition, individual
taxpayers will reap high savings year
after year on fuel and utility expenses.

So this amendment accomplishes a
great deal—energy conservation, the in-
creased use of solar heating and cooling
systems, the reduction of our foreign oil
dependence, an increase in jobs within
the solar and thermal efficiency indus-
tries and a great reduction in consumer
costs.

I have added to the amendment of the
distinguished Senator from New Mexico
and the distinguished Senator from
Minnesota the commercial portion of
the bill because I feel that here we have
a chance to level out the peak electricial
loads which have caused the utilities so
much difficulty in delivering adequate
services. About 25 percent of the utilities’
capital investment is involved in that
peak load, and that is a very serious
problem for them.

How can they do that? Well, by using
the sun, solar energy, to accomplish that
objective.

For water heating it is a very simple
matter. For home heating, too, it can be
utilized in the State of the distinguish-
ed Senator from Colorado and the State
of the Senator from New Mexico where
they are doing that. This is a mass cover-
age immediately in order that we can
get this going, and get it producing at
once a savings in electrical power and
other fuels. I feel that if we can accom-
plish this it will go far toward leveling
out that load about which we are talking.

Now, also this amendment would en-
courage growth in this area in the
future because success breeds success.
When people begin installing solar heat-
ing and cooling equipment as a result of
this incentive then others will become
interested. We already have commercial
buildings around the counftry that are
being heated with solar energy, but this
is not true on a mass scale,

By utilizing this tax incentive, people
will look into it, investigate it.

So I commend the Senator from New
Mexico for this foresight in utilizing this
particular amendment to accomplish
that objective.

Mr. McCLURE. Mr. President, will the
Senator yield?

Mr. FANNIN. The Senator from New
Mexico has the floor.

Mr. DOMENICI. I yield.

_ Mr. McCLURE. I wanted to commend
the Senator from Arizona, who is a real
leader and who has been a leader in the
flield of solar energy, and the Senator
fronl New Mexico for offering his amend-
ment.

I wish to point out that the Senator
irom Louisiana has indicated that it
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might cost as much as $1 billion a year
in tax revenue in the life of the exemp-
tion or the tax allowance that is provided
for here, and that that would be matched
by a savings of $1 billion a year of energy
for 30 years, not the 4 years' time.

The PRESIDING OFFICER. The time
has expired on the amendment.

Mr. DOMENICI. Mr. President, I ask
for the yeas and the nays.

The PRESIDING OFFICER. Is there
a sufficient second? There is a sufficient
second.

The yeas and the nays were ordered.

Mr. HUMPHREY. Mr. President, I am
pleased to be the principal cosponsor of
this amendment to the tax cut bill offered
by Senator Domenici. The amendment
will provide temporary tax incentives for
installing adequate home insulation in
any residential or multifamily structure.

The amendment is designed to stimu-
late voluntary energy conservation.
Using data from the Federal Energy Ad-
ministration, the Joint Economie Com-
mittee’s staff estimates that this amend-
ment will yield energy savings equal to
250,000 barrels of oil daily, or a reduc-
tion in energy costs to this country and
its consumers of a minimum of $20 bil-
lion over the effective 20-year life of
these incentives.

This amendment will also give any tax-
payer the option of taking a tax credit
or a tax deduction for the cost of pur-
chasing and installing storm windows
and doors, wall and roof insulation and
for caulking around windows, the roof,
doors and so on. The tax credit is set at
25 percent and carries a maximum ceil-
ing of $250. Both the credit and the de-
duction are designed to stimulate energy
conservation, now, because they will be
available only through 1979. They are
temporary and will yield benefits im-
mediately—benefits which will, however,
vield energy savings for up to 30 years.

All residential sfruetures—mew and
old—single family, duplex, and multi-
family apartments—are eligible.

Also, and perhaps, most important,
temporary tax credits or tax deductions
are created by this amendment for the
cost of installing solar heating or cooling
systems, for residential solar electric
generation devices and for installation
of solar energy-assisted heat pumps in
new and existing residences. You know
of my interest in solar energy, an inter-
est shared I'm glad to say by many of my
colleagues. These incentives, which also
expire at the end of 1979, will be a giant
step toward the development and cer-
tification of sound solar energy devices
by creating incentives for a ready-made
market for such devices.

The amendment is straightforward. It
is necessary. And it embodies an energy
conservation concept which has recelved
essentially unanimous endorsement. It
is quite similar to title III of S. 1149—
the National Energy Conservation Act of
1975 which I have introduced and which
Senator Jackson cosponsored. It is quite
similar to S. 166 introduced by Senator
Domenict with eight cosponsors—in-
cluding myself—on January 16. Finally,
it is similar to the proposals in the Ford
Foundation’s energy study, in the FEA’s
Project Independence Blueprint, and in
the President’s state of the Union mes-
sage,
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Of great concern to me and to my col-
leagues is the tax loss we can anticipate
should this amendment be enacted. The
Federal Energy Administration has
quickly developed data in this regard
for me.

I ask unanimous consent that corre-
spondence summarizing revenue loss
estimates from Ms. Maxine Savitz, Di-
rector of the FEA's Building Policy Re-
search Section be printed at this point in
the RECORD.

There being no objection, the material
was ordered to be printed in the REecorp,
as follows:

FEDERAL ENERGY ADMINISTRATION,
Washington, D.C., March 14, 1975.
Mr, GEORGE TYLER,
Joint Economic Commitiee,
New Senate Office Building,
Washington, D.C.

Dear GeEorce: The following is informa-
tlon discussed in our telephone conversa-
tion yesterday regarding tax credits for resi-
dential and commercial buildings.

1. The enclosed fact sheet (Table A) Indi-
cates the actions and their costs for retro-
fitting single family dwellings. If the average
homeowner would invest about £300, a 157
tax credit would cost the Treasury $225 mil-
lion per year if 5 million homeowners took
advantage of it.

Table B offers an additional approach. The
type of retrofit action, how many actions
would occur and their cost for single family;
two family and multi-family units per year
is shown. The cost to the Government can be
obtained by taking the amount of tax credit
as a funetion of the total spending, For ex-
ample, 16 percent tax credit would cost the
Government:

(.15) (1770M) =$265M for single family
units;

(dl:';) (80M) =§14M for mul ti-family unita.
an

(.15) (89M) =#14M for multi-family unit.

2. If the credit were to be applied to new
housing, the increase in construction costs
might be close to $1,000 in areas with storm
doors and windows and $200 where just in-
sulation was required. If one assumes half
the new starts are in areas which require
storm windows and doors and 1 million starts
B year;

(a) 500,000 homes at 81000 investment—
$150 ‘credit would cost the Government
$75M; :

(b) 500,000 homes at $200 investment (in-
sulation only) would cost the Government
#15M,

As T mentioned, I do not think that the
credlt should apply to new construction.
HUD/FHA recently (Nov. 22, 1974) promul-
gated new thermal minimum property
standards (MPS). These require certain levels
of Insulation, windows and door protection.
The levels vary across the country depending
on the severity of winter or summer weather.
The MPS have been used twice in the past
five years to reflect rising costs of home heat-
ing and cooling. Recent calculations for us
by John Moyers, Oak Ridge National Labora-
tory, indicate that in a city such as Seattle
the standard would raise the cost of construc-
tlon by $1129.74. At 9% mortgage rate, 2.5%
higher property tax and 0.4% higher insur-
ance costs, this Increase would mean a nef
inecrease of $114.75 in yearly payment, For a
home with gas heat and electric air condi-
tioning, the annual savings would be $176.556
for heating and $1.18 for cooling; net yearly
savings of §62.98. Thus, the new home buyer
is already getting a cost effective break on
his energy savings.

3. Table C discusses two alternatives for
the commercial sector; a 15 percent tax
credit for commercial building retrofit and
accelerated depreciation tax Incentive for
commerecial building retrofit.
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4. The following indicates solar market
penetration projections,

&. Project Independence Solar Task Force
Report, p. IT-12-33.

ACCELERATED PROGRAM (311 OIL, R.D. & D., ETC.)

1990
(thousands)
Resi- Com-

dential mercial

1980
(thousands)

Resi- Com-
dential  mercial

5.4 137.0

5.2 680
34 30

17.0 238.0

810

42.0
21.0

153.0

Hot water only
heating and hot

b. Draft of ERDA Interagency Task Force
Report on Solar Heating and Cooling, March
1976.

1. Solar energy system In at least 1 per-
eent of annual building starts by 1080;
10 percent by 1985.

2. Annusal installation of retrofit solar
energy systems in 2,500 residential buildings
and on 200 commercial buildings by 1980.

3. Annual Installation of retrofit solar
energy systems on 25,000 residential bulld-
ings and on 1,000 commercial buildings by
1085.

¢. Bolar electrical generation by 1980—
none, If you need any additional informa-
tion, please contact me.

Bincerely,
MAXINE BAVITE,
Director, Buildings Policy Research.
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[FacT SaEer]
THERMALLY INADEQUATE HOMES

There are 48 million single family dwelling
units as of 12/31/74.

13 million have adequate protection or are
in climates where insulation or other retrofit
won't pay

5 million are occupied by the poor?

Of the 35 million remaining homes:

17 million need celling insulation #;

10 million need storm doors and windows &

20 million need elock thermostats ®;

20 million need caulking and weather-
strippings.e
d Another way of looking at it—who will

o it?

Esti-

mated

actual  (Mil- |
1974 lions)
retro- cost per  Total
lit® action? cost

0.7 3200 $600

.5 450 900
.06 70 70

50 100
NA 100 100
-~ LI

Action

Ceiling insulation,
Storms (12 wi

7 NBS estimates.
¥ These actions would occur in approximately 6,000,000 homes
\or an approximate average cost per dwelling unit $300.

3 Based upon today's energy prices (which
Justify a doubling of the current FHA stand-
ard), we estimate that only 10% of the
32 milllon homes above 2500 degree days
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In the 5 year program, we have assumed
5 million homes would be retrofit the first
and second year and 6 million each year
thereafter—a total of 28 milllon homes—or
80 percent at a weighted average cost of $300/
home.

5 million homes at $300 at a 15 percent
tax credit equals $225 million per year.

‘The 15 percent tax credit will eause roughly
twice as many people to take some retrofit
action for a net savings of 250,000 barrels
per day by 1980,

Why?

15 percent communicates that Government
thinks it's a good thing and wants to help;

Elasticity is only a minor factor;

Virtnally all consumer expenditures are
cost effective with or without tax ecredit.

Government costs are $1,260 billion to
save 250,000 barrels per day, or $1.0 billion
per year, or 1.26 year pay back.

(FHA dividing line) and 609 of the balance
are adequately insulated (324+9.6=128).

2 Washington Center for Metfropolitan
Btudies Report.

*Market study by Owens-Corning Fiber-
glass (homes with 3”" or less). Industry
capacity Is estimated at 3-4 million per year.

¢ Owens-Corning insulation study and
Washington Center data (9 million homes
with no protection in North).

SIndequate dafa available, Estimate is
based upon other figures.

* Owens-Corning data.

TYPICAL SAVINGS AND EXPECTED ACTIVITY FOR VARIOUS RETROFIT ACTIONS (1-FAMILY HOMES)

Cast per unit

Minimum number of units
poorly protected

Expected yearly appropriation
for tax credit

Blu w‘{uar saved per

Dollars saved
unit {millions) action

Payback
period (years)

- $75 per door...

- §70 per home.
--- 350 per home.

- 25,000,000 . . . __ 1

--- 70,000,000 windows in north____ 25,

--- 25,000,000 in north. 4

- Not avallable. ...
20, .

i place- 1 per door.. : 3
"'"?"..;J' Gncluding e, per
1,000,

2.

30 per home. _ _ 6.

000 (including replace- 5 5
0.

s 1
.................. 2,000,000, 2

} Computed at an average national cost of §2,480,000 Btu, weighted 60-p

RESPONSES WHICH QUALIFY FOR CREDIT

3 units or

2 units more

Mil- Mil-
lions Cost lions

per  per par
year unit year

Single

Cost
per
unit

0.15
.10
N
10 40

$125
300

COST OF POSSIBLE RETROFTT ACTIONS FOR TYPICAL URITS

3 of mote

Z units units

Ceiling insula-
tion.
Wall insulation. $750_._..

Storm windows. ggfmdw ‘window.
Storm doors. . ‘doos...

0, it doos to
outside.

rtripping.

it gas, 30-p t oil, 10-p t electricity.

TAX INCENTIVES To STIMULATE ENERGY CoN-
SERVATION IN ExXisTING COMMERCIAL
BUILDINGS

Background

The commercial sector currently consumes
about 10% of total U.S. energy.

There are approximately 24 billion square
feet of space In the sector. The number of
buildings is not known, but is estimated at
one million.

Net space additlions are projected to aver-
age 4.1 percent annually.

Energy consumption, without conservation,
is projected to increase 4.0 percent annually.

Total energy use within the sector is esti-
mated as.

Percen

Bpace heating.

Lighting

Alr Conditioning,

Refrigeration ... .

Other h
There are currently no federal incentives

for commercial retrofit action; passage of the

proposed 12 percent investment tax credit—

if it does not apply to retrofit—can have a

negative lmpact on conservation actions since

other Investment alternatives will yield a

higher return.

Potential refrofit actions center on four
main possibilities.

Actlon, and average potential savings

Percent
1. Installation of insulating glass, storm
windows and/or doors
2. Increased wall and celling insulation__
3. Improved weatherstripping and caulk-
ing
4. Adoption of existing heat recovery
technology o

In effect, & bullding implementating all
four retrofit actlons would save sbout 25
percent,

There are significant constraints that will
prevent substantial adoption of certain ret-
rofit options. These include building de-
slgn, nature of existing windows, doors,
walls, and roof, and HVAC system. Possible
constraints also exist in supplying indus-
tries. Finally, some buildings eurrently are
built including these potential retrofit
neasures.

Estimates of maxi P ion of the
four potential retrofit slternatives, by 1080,
are:

Percent
Insulating glass, storm windows, & doors. 6
Wall and eefling insulation. ..o eee ' 16
Weather stripping and eaulking . _____ 5
Improved HVAC technology-------- — O
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Taz incentives

There are two basic alternatives:

1. A 15 percent tax credit, applying to cer-
tified energy conserving retrofit actions in
commercial buildings. The credit would be
limited to 5 years and limited to a maximum
of §3,000 per structure.

2. Allowing the costs of certified energy
conserving retrofit actions to be depreclated
or amortized over a b-year period. The net
effect is to lower a building owner's federal
taxes by the difference between this accel-
erated amortization and what would nor-
mally occur.

Ample precedent exists for elther alter-
native,

The two alternatives have differing energy
and economic impaets.

TABLE A.—15-PERCENT
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Altzmnative

15 percent Accolerated
tax credit  depreciation

Enefa%aa%(ww):
[iitj imports (barrels per

3y
Lozt Treasury revenues? (an-
nual millions)
5-yr total ymillions). . .

Consumer savings: 1380 (mil-

120
51, 000

80

$40 $42
$200 10
ns 240
Benefit/cost ratio: (Consumer
savings, 1380 divided by an-
nual lost Treasury recaipis)_ _

4.0 5.7

1 These Treasury revenu2s are not lost, merely deferred. If
reinvested, it can be argued that Treasury ravenues will be
increaszd in the longrun.

7999

Neither alternative adds signifieant costs
or administrative burdens to Federal, State,
or local gonvernments.

FEA's draft environmental impact state-
ment on a proposed 15 percent residential
tax credit for conservation actions does not
encounter any significant negative environ-
mental of inflationary impacts.

Recommendation

Adoption of an Amendment to the Tax
Code allowing 5-year depreciation of the costs
of energy conserving retrofit actions.

Greater Energy Impact;

Higher Consumer Savings;

Higher Benefit/Cost Ratio.

TAX CREDIT FOR COMMERCIAL BUILDING RETROFIT ANALYSIS OF PROJECTED IMPACT

1975 1976

Cumula-

1978 1979 tive

1975 1976 1977

Annual penetration rates
(percent):
& lns!rt.rlabng glass,

3. Sealing and caulking. .
4, lmproved HVAC.

Costs of retrofitting (mil-

lions):
L Insulating glass,

3. Sealing and caulking..
4. Improved HVAC

““Lost™ Treasury revenues at
. 150 15 percent (millions). ... . .
1520
2.280

.455

TABLE B.—ACCELERATED DEPRECIATION TAX INCENTIVE FOR COMMERCIAL BUILDING PETROFIT

ANALYSIS OF PROJECTED IMPACT

—
9
w
B
4
=

Cumu-
lative

(=
)
=~

o

B

-

w

1976 1977

3. Sealing a

feel retrofitted (millions):
" , storms
2. ing insulation

3. Seal';ng and caulking
4. Improved HVAC._.....

. BNp
8 s8R
. wpe
2 Bg3s

A
Square

4

=3 -]

ZRE
o,
-
-

g8

Costs of retrofitting (miliions):
1. Insulati

. mRe

2 2133
wps
213ER

Pw aBE~

Bt

3. Sealing and caulking. .

. NS
2838

& 2388

£8e
38
8z

-
8
-
-J
o
5

4, Improved HYAC._______.

L[ 0 ST o
Treasury revenues (millions) (dif-
ference in depreciation deductions
assumed 20-yr life and proposed 5 yr
life, 50 percent tax rate for conservative
eslimate)

2
308
184
28
542

for

TABLE C.—ANALYSIS OF RETROFIT MEASURES FOR A 25,000~
FT* BUILDING

Without incentives

Ssgng —_—

Million rm reture
Bu's mi (per-
savings Blu  cent)

Years
=5

Insulating glass,
siorm windows,
[ o

Ca‘iiin% and wall
insulation___._ 1

Caulking and
weather-

19.5
6.3

51

M 782 16.0

494
57
1,997

%88 I3 5.1
514 137 1.3
by RS ST

Improved HUAG
technology.
Total._.... 30,000

NOTES
Less 15-percent tax credit (4,500).
Net cost §25,500.

%ﬁtm}l ag'u:m.sg: yp:'zf.sm equals 15.7 percent.
Mr. HUMPHREY. Mr. President, in
brief, Ms. Savitz’ data suggests that the
proposed amendment will cost the Treas-
ury some $650 million annually through
CXXI—505—Part 7

1980 in lost tax revenue, based on FEA's
best estimate of the number of taxpayers
that would utilize the tax credit provi-
sions. The use of the tax deduction alter-
native in place of tax credits by some
taxpayers will increase this tax expend-
lfure by an estimated $100 million. This
tax expenditure of about $750 million,
or $3 billion over 4 years, will reduce
energy costs by at least $20 billion over
the next two decades and save America
the equivalent of 1.75 billion barrels of
imported crude ofl.

I urge my colleagues to join me in
support of Senator Domexicr's amend-
ment.

Mr. MOSS. Mr. President, I sent to the
desk a modification of the amendment of
the Senator from New Mexico and I ask
for its immediate consideration.

The PRESIDING OFFICER. Under the
previous order of the Senate, at this
time it is in order to recognize the Sena-
tor from New York (Mr. Javirs) to call
up his amendment with a 10-minute
time limitation on debate. I thought the

Senator was going to speak on this
amendment.

Mr. MOSS. I do not know what the
order is. Yesterday when the Chair was
keeping a list I went to the desk and
had my name placed immediately below
that of the Senator from New Mexico
because he was to offer this, and I was
to offer a modification, and I talked
with him about it. I do not know whether
thx:t. was incorporated into an order or
not.

The PRESIDING OFFICER. It was
not. The order we have this morning is
subject to a unanimous-consent request,
and it would take a unanimous-consent
request to modify it.

Mr., MOSS. I ask unanimous consent
that I may proceed with my modification
at this point, just to keep it together be-
ca;:;e i]tagta in with this amendment.

T MENICI. Reserving the ht
to object, and T might not, but, Ben!:gor
last nliht we entered into a unanimous-
consent agreement with very stringent
time limitations. T have not had time to
review the Benator's modification In
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depth. I do not want to be part of pre-
cluding the Senator from offering it,
but I have difficulty, because of a pro-
cedural time limitation, in seeing how we
are going to be able to discuss it ade-
gquately so as to know precisely what the
Senator’s amendment does or does not
do to my amendment in terms of ade-
quately informing ourselves before a
vote. So I cannot agree to the Senator's
unanimous-consent request at this time.
Perhaps, with a little consultation, a
guorum call, we might be able to, but I
object at this time.

Mr. LONG. Mr. President, I ask unani-
mous consent, in the event I have not
already obtained it, that the Domenici
amendment be regarded as germane in
the event cloture is voted.

The PRESIDING OFFICER. Is there
objection?

Mr. MOSS. I did not hear the request.

Mr. LONG. I asked unanimous consent
that the Domenici amendment be re-
garded as germane in the event cloture
is voted. I am sure the Senator's amend-
ment is germane to the Domenici amend-
ment, so it indicates it is germane. So I
believe we have consent that all amend-
ments at the desk will be regarded as
meeting the reading requirements.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. MOSS. I do not ask

Mr. LONG. The point is that the Sena-
tor is protected.

The PRESIDING OFFICER. The Sen-
ator from New York. . /

Mr. JAVITS. Parliamentary inquiry,
Mr. President.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. JAVITS. Mr. President, do I assume
that votes are going to be taken on all
these am2ndments after the cloture vote?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. JAVITS. But is it agreed, Mr.
President, that they shall be voted on
without reference to the rule of ger-
maneness? :

The PRESIDING OFFICER. That is
correct.

Mr. JAVITS. I thank the Chair. I
heard the chairman, Senator Loxg, ask
unanimous consent, so I gather it is not
regarded on my amendment——

Mr. LONG. Mr. President, we can vote
on the Senator’s amendment. But first,
let me make a parliamentary inquiry.
How many Senators are yet to be recog-
nized to present amendments under the
special order?

The PRESIDING OFFICER. Three
more after Senator Javirs but those three
are before amendments.

Mr. LONG, Well then, Mr. President, I
ask unanimous consent that the amend-
ment of the Senator from New York be
regarded as germane, but that other
amendments dealing with unemploy-
ment insurance not be regarded as ger-
mane.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and it
is so ordered.

Mr. JAVITS. I thank the Chair.

Mr. DOMENICI. Mr. President, will
the Senator from New York yield for a
parliamentary inquiry?
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Mr. JAVITS. Only an inquiry, because
I have only 10 minutes.

Mr. DOMENICI. With reference to my
amendment, was all our time used up?

The PRESIDING OFFICER. Yes, it
was.

Mr. DOMENICI. Was all the time of
the Senator from Louisiana used?

The PRESIDING OFFICER. All the
time on the amendment was used.

Mr. DOMENICI. I thank the Presiding
Officer.

Mr. JAVITS. I send an amendment to
the desk.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. JAVITS. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the end thereof, add the following:
That (a) section 102(e) (2) of the Emergency
Unemployment Compensation Act of 1974 is
amended—

(1) in clause (A) thereof, by striking out
“50 per centum” and Inserting in lleu thereof
“100 per centum”, and

(2) in clause (B) thereof, by striking out
“thirteen times” and inserting in lleu there-
of “twenty-six times".

(b) The Secretary of Labor shall, at the
earliest practicable date after the enact-
ment of this Act propose to each State with
which he has in effect an agreement entered
into pursuant to section 102 of the Emer-
gency Unemployment Compensation Act of
1974 a modification of such agreement de-
signed to cause payments of emergency com-
pensation thereunder to be made In the
manner prescribed by such Act, as amended
by subsection (a) of this section. Notwith-
standing any provision of the Emergency
Unemployment Compensation Act of 1974, if
any such State shall fail or refuse, within a
reasonable time after the date of enactment
of this Act, to enter into such a modification
of such agreement, the Secretary of Lahor
shall terminate such agreement.

(c) No payment of benefits under this
amendment shall be made to any Individual
with respect to any week of unemployment
ending after June 30, 1975.

Mr. JAVITS. Mr. President, I will
describe the amendment. The amend-
ment proposes that workers who have
exhausted their unemployment com-
pensation benefits, including the 13
weeks of extended benefits and the addi-
tional 13 weeks of emergency unems-
ployment compensation, so that the
worker has by then had up to 52 weeks
of unemployment compensation, will be
entitled to another 13 weeks of benefits
financed as emergency Federal unems-
ployment compensation within the
period ending June 30, 1975. I wish to
emphasize that this whole provision is
limited to unemployment compensation
payments up to June 30, 1975. That is
the thrust of my amendment.

I yield for a unanimous-consent re-
quest.

Mr. MATHIAS. Mr. President, I ask
unanimous consent that Terry Barnett
of my stafi be permitted to be present
during the debate and votes on the floor
on the pending legislation.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. JAVITS. It is my understanding
that during the quarter ending June 30,
1975, 250,000 workers will be in that
condition. It is also expected that by the
end of the year—although that is not
relevant to this particular situation—
about 1.5 million to 2 million workers
will be in this situation.

Now, Mr. President, we have to make
8 very basic and fundamental decision.
Are we going to, in this very serious
recession-depression, terminate unem-
ployment compensation and throw
workers on relief or are we going to con-
tinue unemployment compensation?

The big difference between 1975 and
1932 is expressed in that sentence. The
disaster of 1932 was that workers were
thrown on relief and that the financial
institutions of the country and the world
were very materially shaken,

In this situation, happily for us, the
latter is not yet the case, but certainly
we are in the situation of the former, to
wit, workers being thrown on relief in
very large numbers.

Mr. President, if I may have the atten-
tion of the chairman of the committee,
I have talked with the chairman of the
subcommittee and the chairman of the
Ways and Means Committee about this
matier and the other body is going to
give very serious and immediate atten-
tion to this matter. However, Mr. Presi-
dent, it cannot do it until they come
back, and it is going to take a little time
because it is a fact that there is some-
thing almost instinctive about the feel-
ing that benefits should not go beyond
52 weeks of unemployment compensa-
tion. Yet they realize, and I am sure we
realize, that we must.

I am not quoting them in any way.
All I know from those few distinguished
Members of the House is that they are
going ahead with work in this when they
get back, That is the only fact I report
to the Senate.

Mr. President, the reason I have
brought this up on this bill is that it is
the only vehicle which is going to be
available to us for the next few months
in order to express ourselves and act on
policy, one way or the other, respecting
this matter.

I introduced a bill to this effect—S.
T66—which now has 27 sponsors, includ-
ing me, seeking to effectuate this exten-
sion, except that that bill was not limited
to payments up to June 30, 1975.

The reason I propose this amendment,
and again, if I may have Senator Long's
attention——

The PRESIDING OFFICER. The
Senator’s 5 minutes have expired.

Mr. JAVITS. I yield myself 2 minutes.

The PRESIDING OFFICER. The
Senator has no more time.

Mr. JAVITS. As I understood it, we
had 10 minutes.

Mr. LONG. I yield 1 minute to the
Senator.

Mr. JAVITS. One minute.

The only reason I am making this
motion on the amendment is so that the
conferees may have something before
them, if they wish to do anything.

Now, I have no illusions about it. It
may very well go down the drain in con-
ference, but at least the conferees will
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have & vehicle. If they decide the emer-
gency is so tense they ought to do some-
thing about it, ithey can.

That is my only reason for bringing
it up. We talked together and I dis-
closed to the Senator my views and that
is why I limited it to June 30.

It is only as to an effort, if it is pos-
sible—the Senator has nothing else and
feels something must be done to carry

on.

I ask unanimous consent to have print-
ed in the Recorp a list of estimates for
each State. About 10 are most
affected including my own. They are the
best figures and facts we could get from
the Interstate Conference on Employ-
ment Security Administrators showing
more than 250,000 in the next gquarter.

There being no objection, the list was
ordered to be printed in the Recorp, as
follows:

Estimated number of workers exheusting ell
unemployment compensation benefits dur-

ing April-June 1975

a necessary step, but also as a measure

of our commitment to alleviate the hu-
man tragedies that the recession has in-
flicted on so many millions of American
families.

In recent months, the Congress has
provided for extended periods of cover-
age by unemployment compensation. In
December, we enacted a second 13-week
extension of the basic unemployment in-
surance benefits period, bringing regular
coverage to a total of 52 weeks. In addi-
tion, we enacted a special unemployment
compensation program to provide 26
weeks of benefits for those who could not
qualify for compensation under the reg-
ular UI program.

We took these actions, Mr. President,
because it was clear that to do otherwise
would mean that hundreds of thousands
of earnest and able Americans without
work would also be without means of
suu&pport other than the public assistance
TO

The amendment we are proposing to-
day addresses itselfi to an urgent, new
problem: Eeginning next month and
continuing through June 30, an esti-
mated 250,000 Americans will exhaust
their 52 weeks of weekly compensation
under the regular UI program.

A large proportion of these persons—
33,000 of them, in fact—live in my New
Jersey constituency. That is roughly one-
tenth of all of the persons receiving un-
employment compensation benefits in my
Btate.

Twelve other States would also be ad-
versely affected, if we do not act today.
Among them are New York, with an esti-
mated 80,000 persons scheduled to ex-

CONGRESSIONAL RECORD — SENATE

haust their benefits over the next quar-
ter; Washington State, with 55,000; Cal-
ifornia with 44,000; Pennsylvania with
18,000; Michigan with 15,000 to 20,000;
and Rhode Island with 20,000.

Mr. President, except for the emer-
gency nature of the situation and the
imminence of the April 1 deadline for
action, I would not have supported at-
taching this measure to the tax bill that
we have under consideration. But the
need is urgent, the deadline is upon us,
and the jurisdiction in the other body
rests in the same Ways and Means Com-~
mittee which has jurisdiction for the tax
bill. In these circumstances, the modest
and limited proposal contained in this
amendment can be handled without seri-
ous complication and delay.

I want to emphasize, Mr. President,
that there are two restrictions on the ex-
tension of unemployment compensation
benefits under this amendment. First,
the extended benefits are limited to 13
weeks only. Second, and more important,
such extended benefits would terminate
for any individual on June 30, 1975, re-
gardless of whether he had received the
full 13 weeks of extended benefits.

Thus, the major purpose of this
amendment is to continue compensation
benefits for those who would otherwise
exhaust their 52 weeks of coverage dur-
ing the next quarter and, at the same
time, provide the Congress with the time
it needs to thoroughly review the philoso-
phy, structure, and necessity of the en-
tire Federal-State unemployment com-
pensation program in the context of the
extraordinary economic conditions we
are experiencing.

I am pleased to note that the Unem-~
ployment Compensation Subcommitiee
of the House Ways and Means Commit-
tee, under the able chairmanship of Con-
gressman James CormaN, is planning to
begin its general hearings on the pro-
gram in early April. It is my hope that
early consideration will also be under-
taken in the Senate, so that when June 30
arrives, it will not be once again neces-
sary to act in an urgent manner to pro-
tect the many Americans who are forced
to rely on meager UI benefits for their
livelihood.

Mr. LONG. Mr. President, of course,
this is not an unemployment insurance
bill and the Senator has made clear the
basis upon which he offers his amend-
ment. But the amendment does present
some problems.

Just this past December the Congress
passed a billion dollar unemployment in-
surance bill extending benefits from 9
months to 12 months. The Senator’s
amendment would extend benefils an-
other 3 months, at an estimated cost of
$150 million to $200 miilion.

The basic question is, how long should
we pay for unemployment benefits? We
have the question to ask, is not 1 year
long enough?

I would point out, in the unemploy-
ment insurance provisions of the law an
unemployed worker must accept “a suit-
able job"”. The phrase “suitable job”
means that a worker who is skilled and
has been accustomed to make, let us
say, $7 an hour feels privileged to draw
his unemployment insurance benefits at
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a relatively high level and take little in-
terest in jobs that would earn him let
us say, $3.50 an hour.

There must come a time when those
with skills and those who have been ac- |
customed. to drawing higher wages
should lower their sights and accept a
job paying a lower wage, recognizing that
in their area there is simply no job
available that would provide the type of
compensation and working conditions to
which that worker had been accus-
tomed in the past.

It is a serious problem and it is one to
torture the conscience of all legislators,
but it is one that is not germane to the
bill.

I am willing to give consent that it
be regarded as germane, and I have done
so0, but I have my doubts that we should
add it to this bill.

In view of the fact that we are going
to be accused of having a Christmas
tree, or an Easter basket bill, anyway,
I just wonder to what extent the Senate
would be justified in further diverting
from the germaneness of tax reduction
and adding unemployment insurance
benefit measures.

I would be glad to yield any time any-
one cares to ask for in opposition, other-
wise I would suggest——

Mr., JAVITS. Will the Senator yield to
me?

Mr. LONG. I yield.

Mr. JAVITS. Mr, President, I think I
have made it clear that I do it only so
that the conferees—they might write in
conditions about a suitable job, I do
not know—would have a vehicle. That
is my only reason for bringing it. Other-
wise we shall pass the dates by. The
States will break on this. It will take a
while when we get back to do something
about it.

Therefore, the conferees may decide
in their wisdom in the next few days
that they want to do something about it
in the next few days that they want to
do something about it in this bill. It is
the only vehicle available. So on that
basis I would hope, because of the man-
ager’s sympathy for the bill, as I feel
we all do, that we might take it to con-
ference with this understanding.

Mr. LONG. Mr. President, if the
amendment would be agreed to, I would
prefer the Senate express its view on
the matter, and I would hope we would
vote on the matter.

As far as this Senator is concerned, I
am entirely content to abide by the judg-
ment of the Senate.

Mr. JAVITS. Mr. President, I ask for
the yeas and nays.

Thr PRESIDING OFFICER. Is there a
sufficient second ?

There is a sufficient second.

The yeas and nays were ordered.

Mr. LONG. Now, under the agreement,
Mr. President, we will vote on this
amendment of the Senator from New
Mexico (Mr. DOMENICI). 1

The PRESIDING OFFICER. That is
correct. |

Mr. JAVITS. I thank the Senator. y

The PRESIDING OFFICER. Under
the previous order, the Chair now recog- |
nizes the Senator from North Carolinas |
(Mr, Herms) fo call up his su:::ue.rndxmznltJ
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on which there is a 10-minute time
limitation.

Mr. HELMS. I thank the Chair.

Mr. President, I ask unanimous con-
sent that Mr. Rom Parker, of my staff,
be accorded privilege of the floor during
consideration of the pending business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Mr. President, I did not
hear the consent request.

Mr. HELMS. A floor privilege.

Mr. LONG. Oh, no objectior.

Mr. HELMS. Mr. Presldent, first of
all, I commend the distinguished chair-
man of the committee and manager of
this bill.

The PRESIDING OFFICER. The
amendment has not been stated.

Mr. HELMS. I have not called it up
yet. I will call it up in due course.

The PRESIDING OFFICER. The
amendment must be called up flrst.

AMENDMENT NO. 186

Mr, HELMS. Mr, President, I call up
amendment No. 186 and ask it be stated.

The PRESIDING OFFICER. The clerk
will state the amendment.

The assistant legislative clerk read
as follows:

At the appropriate place in the committee
substitute, insert the following new section:

Spc. . CONGRESSIONAL-CABINET SALARY CoxN-

TROL

Notwithstanding any other provision of
law, beginning with the next fiscal year fol-
lowing the enactment of this provision, and
every succeeding fiscal year, if the outlays of
the United States Government (excluding
outlays for trust funds) for the preceding
fiscal year exceed receipts (excluding receipts
of trust funds) of the Government for such
preceding year, then, during the Immedi-
ately succeeding fiscal year, the rate of com=
pensation that each Senator, Representa-
tive, Delegate and the Resident Commis-
sloner from Puerto Rico, and each officer
listed in level I of the Executive Schedule in
section 5312 of title 5, United States Code,
would have been paid but for the enact-
ment of this provision shall be reduced by a
percentage equal to the percentage by which
such outlays exceed such recelpts.

Mr. HELMS. Mr. President, as I was
saying, I commend the distinguished
chalrman of the committee and the man-
ager of this bill (Mr. Long) for his ef-
forts to maintain a degree of responsi-
bility in the consideration of this meas-
ure. He has referred repeatedly to what
we are doing to the Federal deficit, and
it is well that he has done so. This one
plece of legislation will increase the Fed-
eral debt by at least $25 billion. Other
Senators have expressed similar con-
cern. All Senators, I imagine, Mr, Presi-
dent, will go home for political speeches
and will engage in great lamentations
about the enormous spending level of
the Federal Government. The most pious
speeches will be made by Senators who
have done most to pile up enormous Fed-
eral deficits.

Well, Mr. President, here is an oppor-
tunity for Senators to put up or shut up.
If they are really serious about restor-
ing economic sanity to the Federal Gov-
ernment, then they will support this
amendment.

°  Mr. President, my amendment pro-
vides that beginning with the next year

following its enactment, the rate of com-
pensation of Senators, Representatives,
delegates, the Resident Commissioner
from Puerto Rico, and each officer Hsted
in level I of the Executive Schedule in
section 5312 of title V, United States
Code—the members of the President’s
Cabinet—be reduced by the same per-
centage that non-trust fund outlays of
the U.S. Government exceed non-trust-
fund receipts during the preceding fiseal
year.

Mr. CURTIS. Will the Senator yield?

Mr. HELMS. I am delighted to yield
for a question from my good friend.

Mr. CURTIS. As I understand the
amendment, this takes advantage of that
good old American principle of incentive,
does it not?

Mr. HELMS. Exactly. The Senator is
correct.

Mr. CURTIS. If we put the budget in
balance, there will be no reduction in
salary.

Mr. HELMS, That is correct.

Mr. CURTIS. In other words, it is a
disincentive for deficit financing?

Mr. HELMS. That is correct.

Mr. CURTIS. And there is a reward if
we bhalance the budget.

Mr. HELMS, That is correct.

Mr. CURTIS. I do not know how any-
body can improve it.

Mr. HELMS. I thank the distinguished
Senator for his comments. I wish a ma-
jority of this body could have the pru-
dence and responsibility of the Senator
from Nebraska.

Mr. President, the Federal debt as of
this time is in the neighborhood of one-
half trillion dollars, and that is a pretty
expensive neighborhood when you con-
sider that it costs the taxpayers of this
country $35 billion a year to pay the in-
terest alone.

Mr. CURTIS. Will the Senator yield
further?

Mr. HELMS. I am delighted to yield.

Mr. CURTIS. I am afraid something
is happening here that is going to be very
damaging to many Senators. They will be
going up and down the country lambast-
ing President Ford's proposal of an $80
billion deficit. That $80 billion is figured
on a tax reduction of about $16 billion,
So a vote for all these things in this tax
bill means to vote for a deficit of about
$96 billion.

I do not know how anyone who goes on
record in a rollcall for a $96 billion deficit
can point their fingers at the perpetra-
tors of an $80 billion deficit. Can the
Senator explain that?

Mr. HELMS. There is no explanation
that makes any sense, I will say to the
distinguished Senator. I thank him for
his observation.

Mr. President, to return to my amend-
ment, this provision is simple.

At the end of a fiscal year, one need
only compute the percentage by which
the Federal budget—in terms of non-
trust fund receipts and expenditures—
was not balanced, and the salarles of
Members of Congress, delegates to the
House, the Resident Commissioner from
Puerto Rico, and the members of the
President’s Cabinet will be reduced dur-
ing the following fiscal year by that same
percentage,
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The logic behind the provision is also
simple. Congress is the body responsible
for appropriating more money than the
U.8. Treasury is expected to collect, and
the members of the Cabinet are the
senior officials overseeing the function-
ing of the departments. By penalizing
our own salaries to the extent of our im-
providence and mismanagement, we will
all be more directly aware of the value
of a dollar. Our problem in Congress is
that it is relatively painless to vote for
billions of dollars which do not come di-
rectly out of our pockets. After all, it is
the American taxpayer at large who
must pay up. But if our own paychecks
are penalized directly in propertion to
our mismanagement of the taxpayer's
funds, then we will be more serupulous
in observing fiscal prudence.

Last year, the Senate voted not to al-
low the salaries of its Members to be
raised. I was one of those voting against
the salary increase. I did so because I
felt, and T still feel, that excessive Gov-
ernment spending and our unbalanced
budget was one of the primary causes of
the current rate of spiraling inflation.
If economy is needed to curb inflation,
and in my view it is very much needed,
there is no better place for economy to
begin than right here in the Congress of
the United States. I was very pleased by
the Senate’s actlon on that ocecasion.
Though the compensation of Members
of Congress is a very small percentage
of the entire national budget of over $313
billion, it is important that the Mem-
bers of this body lead by example. If
Federal expenditures are to be cut, there
is no better place than here.

Under this provision, Congress will
have a choice of two ways to reduce Fed-
eral expenditures, It can appropriate less
money, and thereby balance the budget,
or it can continue the excesses of the
past, and correspondingly reduce the
salaries of its Members.

And, I might say that this is a much
better choice than we are offering to the
American people. High interest rates
have resulted from spiraling inflation
caused by deficit Federal spending.
Though these interest rates have come
down to some extent recently, they are
far from low. As my colleagues are aware,
Government borrowing in the money
market to finance tremendous deficits
has severely damaged savings institu-
tions. These institutions cannot effec-
tively compete with the Federal Govern-
ment for deposits, nor should they be re-
quired to. The housing industry is facing
possible disaster and the lumber and fur-
niture industries have for some time
been caught in the spiraling economic
chaos.

Certainly, I need not remind my col-
leagues of the ever-increasing food
prices, or, for that matter, the ever-
increasing price of just about everything.

Mr. President, I remain convinced that
we will not solve our economic problems
unless and until we balance the Federal
budgef, and stop living today on tomor-
row’'s money. On six separate occasions,
the distinguished Senator from Virginia
(Mr. Harry F. Byro, Jr.) and I have co-
sponsored legislation to require the Presi-

dent to submit a balanced budget to
Congress,
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Yet, the problem grows worse. Accord-
ing to figures released on February 3,
1975, the Federal budget for fiscal year
1975 exceeds $313 billion with a deficit of
over £35 billion. The estimated Federal
budget for fiscal year 1976 will exceed
$349 billion with a deficit of over $51 bil-
lion. Of course, we now know that the
deficits will be well in excess of these pro-
jections.

I have pointed out on many occa=
sions that the interest on the national
debt alone is in excess of $30 billion a
year. For fiscal year 1975, it is estimated
at $32,900 million. Of course, that figure
is rounded to the nearest million. But, let
us consider the round figure of $30 billion
a year in interest.on the debt. That works
out to about $54,000 a minute—almost
$1,000 every time the clock ticks.

On December 31, 1972, the naiional
debt was $449.3 billion, A year later, on
December 31, 1973, it was $469.9 billion,
an increase of $20.6 bhillion. Then, on
December 31, 1974, the debt was $492.7
billion, an increase of $22.8 billion over
the previous 12 months and an increase
of $43.4 billion in a 2-year period.

One might well wonder where it will
end. Of course, the end is obvious. If ac~
tion is not taken to stop deficit spend-
ing, the result will be economic disaster.
The American people know it. The polls
show it. Depression is feared in every
part of the country.

The simple fact of the matter is that
Congress created this situation, and only
Congress can do something about it. It is
not pleasant to contemplate one’s own
folly—but, I, for one, believe it is time
for Congress to look the American peo-
ple in the eye and confess: We caused
it—we and our predecessors, who per-
mitted the Government of the United
States to wander around so long in the
swamps of deficit financing—and, worse
still, let the people believe that it was
sound economics to do so.

The time has come to bite the bullet,
to admit our economic mistakes of the
past, and to turn to logic and simple
arithmetic for an honest solution to our
problem. A solution must address the
cause of the problem, not just the symp-
toms. For the sake of the well-being of
the people we represent, we simply must
balance the budget, and begin the hard
and painful task of bringing this infla-
tion to an end. This amendment will
make the consequences of improvident
spending apparent to us all.

I urge its approval—and, that failing,
I hope the American people will take
note of how the votes are cast. Let us see
who is in favor of fiscal discipline, and
who isn’t,

Mr. PERCY. Will the distinguished
Senator yield for a question?

Mr. HELMS. I will be glad to yield on
someone else’s time. I have only 5
minutes.

The ACTING PRESIDENT pro tem-
pore. The Senator from Louisiana is rec-
ognized.

Mr. LONG. Mr. President, how many
other Senators have amendments to offer
under the special order?

The ACTING PRESIDENT pro tem-
pore. There are two more.

Mr. LONG. Mr. President, I ask unan-
imous consent that in the event this
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amendment has not been voted upon
before clofure,-that this amendment be
regarded as germane under the rule, but
that other amendments in this area not
be regarded as germane by virtue of this
consent. .

Mr, MATHIAS. Reserving the right to
object——

The ACTING PRESIDENT pro tem-
pore. None of the amendments can be
voted on before cloture.

Mr. LONG. I am simply asking, as I
did earlier, that we agree that after
cloture is voted, that this amendment
be regarded as germane without preju-
dice to other amendments because I do
not want to open the bill up to other
amendments in this area, although I am
willing to let this amendment be voted on
after cloture has been voted.

The ACTING PRESIDENT pro tem-
pore. Is there objection?

Mr. MATHIAS. Reserving the right to
object, I wonder what the Senator means
by other amendments in this area.

Mr; LONG. All I mean is if anybody
else has an amendment that has to do
with the compensation of members of
the President’s Cabinet, I do not want
to vote on all those amendments just
because I agreed to vote on this one.

Mr. MATHIAS. I have no such amend-
ment and I have no objection.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Mr. LONG. Mr. President, I think the
Senate has made its position clear with
regard to the amendment. I am willing
to yield time in opposition.

Mr. PERCY. Will the distinguished
Senator yield for just one moment?

Mr. LONG, Yes.

Mr. PERCY. Taking into account the
period of 1941 through 19486, a period of
immense debt where we did not attempt
to balance the budget, we had a war to
win and we were looking to the future—
and we were all fortunate that we did
borrow money. irom the future to pre-
serve freedom and integrity—what would
the salaries of Members of Congress and
the Cabinet have been then during the
war when it was impossible to balance
the budget, and is there any exclusion in
this amendment for such emergencies?

Mr. HELMS. My good friend from Ii-
linois need not worry because we are ad-
dressing ourselves to future sins of the
Senate and the House of Representa-
tives. What is past, I fear, may be pro-
logue—unless we do something in the
way of self-discipline.

Mr. President, I ask for the yeas and
nays.

The ACTING PRESIDENT pro tem-
pore. Is there a sufficient second? There
is a sufficient second. :

The yeas and nays were ordered.

Mr. HELMS. I yield back the remain-
der of my time, Mr. President.

Mr. LONG. Mr. President, I ask unani-
mous consent that notwithstanding the
germaneness rule in the event cloture is
voted, the manager of the bill be enabled
to offer technical and conforming
amendments and amendments to insert
omitted effective dates.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so ordered.

Under the previous order, the Senator
from Illinois (Mr, Percy) is now recog-
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nized to offer two amendments, with a
time limitation of 10 minutes on each
amendment.

AMENDMENT NO. 195

Mr, PERCY. Mr. President, I call up
amendment No. 195,

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

Mr, PERCY. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Sec. . REPEAL oF Tax DEDUCTION FOR STATE
AND LoCaL GASOLINE Taxes.

Effective after December 31, 1074—

(1) sectiom 1684(a) of the Internal Revenue
Code of 1954 as amended (relating to de-
duction of taxes not related to a trade or
business) is amended by striking out para-
graph (5)- (relating to taxes on gasoline and
other motor fuels);

(2) section 164(b)(5) (relating to sepa-
rately stated taxes) Is amended by striking
out “or of any tax on the sale of gasoline,
diesel fuel, or other motor fuel.”.

Mr. PERCY. Mr. President, I call up
my amendment No. 195.

Mpr. President, this amendment repeals
the existing Federal income tax deduc-
tion for State and local gasoline taxes.
It is identical to section 301 of H.R. 3153,
the Social Security Amendments of 1973,
as it was reported by the Senate Finance
Committee.

During Senafe floor action on H.R.
3153, an amendment to delete this section
was adopted on a division vote in which
approximately 11 members participated.
Because I believe this proposal has merit,
I am offering it at this time for con-
sideration by the full Senate.

The existing Federal income tax deduc-
tion for State and local gasoline taxes op-
erates unfairly in many respects.

First, it is of no benefit to those who
have no tax liability because they have
low earned incomes or live on social se-
curity or veterans benefits. A family of
four with an adjusted gross income of up
to $4,330 owes no Federal taxes. Ob-
viously it will not suffer from the repeal
of this tax deduction.

Second, this deduction’s benefits are
available only to those taxpayers who
itemize their deductions rather than
taking the standard deduction. Lower
income taxpayers are generally less like-
ly to itemize their deductions than those
with higher incomes.

Third, because it is a deduction, rather
than a credit, its benefit to the taxpayer
increases as his tax bracket increases.
A taxpayer in the 50 percent bracket
receives a ftax break of $25 on every $50
spent on State and local gas taxes. A tax-
payer in the 14 percent bracket receives
a tax break of only $7 for every $50 spent.

Fourth, as was pointed out in the Fi-
nance Committee’s report on H.R. 3153,
State and local gas taxes are primarily
used for highway maintenance and their
deduction shifts part of this highway
maintenance cost from the highway user
to the general taxpayer.

I believe this proposal also has merit
?is one small step towards tax simplifica-

on.
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The benefit to the average taxpayer
from this deduciion is usually under $25,
and hardly justifies the bookkeeping
necessary to keep an accurate tally of
gallons bought and miles driven. A truly
accurate tally would include adjustments
for four-cylinder cars and separate cal-
culations for gas bought in States with
different tax rates.

In practice, the Treasury Department
has found that a large percentage of
taxpayers determine the deduction avail-
able to them by guessing. Repeal of this
deduction will be a favor to the Internal
Revenue Service and the taxpayer alike.

Farmers have no benefit from this de-
duction, because farmers can deduct the
full ecost of gascline, including taxes, as
8 business expense.

Finally, our Nation is Tacing a serious
energy shortage. The Federal Govern-
ment should not continue to subsidize
the purchase of gasoline for personal
sutomobiles, no matter how small the
subsidy. Under present laws, the largest
incentive is given to the highest income
person who econsumes the most gasoline.
This is the reverse of what we should
be attempting to accomplish.

Mr. President, in conclusion, I simply
feel that tax deductions are used as in-
centives. We all believe in the incentive
of encouraging home ownership, but we
are trying to discourage the pleasure use
of automobiles and encourage other use
of transportation.

Besides, this bill should be in part a
revenue bill, also. This would raise $600
million, essentially from higher income
people. The higher the income, the more
it raises from them. It does not hurt any
low-income people. For that reason, I
hope it can be accepted by the Senate.

Mr. President, I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there
a sufficient second? There is a sufficient
second.

The yeas and nays were ordered.

Mr. CURTIS. Mr. President, will the
Senator yield?

Mr. PERCY. I yield for a question.

Mr. COURTIS. For a matter of clarify-
ing the record.

As I understand it, in the case of some-
one who drives a taxi for a living, the
entire cost of his fuel, taxes and all,
still would be a business deduction.

Mr, PERCY. The entire amount.

Mr. CURTIS. How about the indi-
vidual who drives long distances to work?
Will his entire transportation expense
or any part of it be a deduction?

Mr. PERCY. If, by Federal provision,
any part of that is a business expense,
it all is deduectible. However, if it is
strictly not a business expense, I hope
our national policy is to encourage group
driving, to encourage the use of mass
transit and other means,

Mr. CORTIS. Expenses to commute to
and from work are not deductible?

My, PERCY. That is correct.

Mr., CORTIS. So the only thing he
can deduct, under the present law, is the
tax?

The PRESIDING OFFICER. The time
of the Senator has explred.

Mr. LONG. I yield 2 minutes to the
Senator.
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Mr. CURTIS. I think the point that
the Senator has raised has validity, but
it is only part of gquite a problem the
tax-writing committees must face.

I refer to the standard deduction. Con-
ceivably, someone ean earn a sizable
wage, contribute not a dime to an edu-
cation fund or a religious fund, pay no
direct taxes at all, not buy a home. The
standard deduction gives him quite a
reduction in taxes. His neighbor may
hweasimﬂarlncomeandmaybegivmg
very generously to many good causes, be
in the process of buying a home, so he is
paying both taxes and interest. The re-
sult can be that the citizen who is a
homeowner and a generous fellow pays
the same amount as the individual who
does not carry any burdens.

I am not citing this in opposition to
the Senator’s amendment, but merely
drawing attention to the problem the
committees have,

Myr. PERCY, I hope the distinguished
Senator eould support the amendment.
For more than a year, I have talked to
Senator Lone about the amendment, and
he has looked on it with favor in the
past.

First, it will raise revenue and reduoce
the deficit. Second, it will reduce fraud.
There is probably more fraud in this
item than in any other item. We counld
have an infinite range of deductions,
such as taxes on telephones. Why not
deduct those, then?

Mr. CURTIS. Is it fraud if the Treas-
ury or the IRS sends someone instruc-
tions for what amounts fo a standard
deduction? That is what it amounts to.

Mr. PERCY. They permit guessing on
this, and I know very few taxpayers who,
when given that freedom, guess on the
low side.

Mr. CURTIS. The tables can be used
to estimate the mileage.

Mr. PERCY. They can be, but what
kind of car does one have?

Mr. CURTIS. That is it.

Mr. PERCY. If the low-income per-
son has a four-cylinder car or a six-
cylinder efficient car, those vehicles do
not use as much gasoline.

It is subject to a great deal of prob-
lems; and when the average amount is
only $25, I cannot see that it really
amounts to very much. It is just one of
those nuisance items that would add up
to $600 million, and I do not know where
you could collect it that easily.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. LONG. Mr. President, I have urged
this amendment on occasion to help fi-
nance some of the other things we were
trying to do in other respects.

I point out that when one lives in a
big city, usually the rent on his apart-
ment or his home is more expensive, in
order to live closer to his job. The ex-
pense of commuting back and forth to
work is somewhat offset, in some cases
more than offset, by the fact that the

rent and the expenses are much cheaper
by living in suburbia or living in a rural

area, some distance from one'’s place of
employment. I reduced my fransporta-
tion expense by obtaining an apartment
closer to where I work. That is not de-
ductible. So one tends to ofiset the other.

I point out that the great majority of
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people do not itemize. The overwhelm-
ing majority of those not in the upper
tax brackets file the short form and do
not itemize. Therefore, they do not bene-
fit from this.

I will vote for the Senator's amend-
ment. I am prepared to yield the time
remaining to those who wish to oppose it.

The PRESIDING OFFICER (Mr. Mor-
cAN). The time on the amendment has
expired.

Mr. LONG. Mr. Presicent, T ask unan-
imous consent that in the event the
amendment be voted upon after cloture
has been voted, this amendment be re-
garded as germane, without prejudice to
other amendments, because I do not want
to make germane some other amendment
that might be relevant to this. I want
only this one amendment germane.

The PRESIDING OFFICER. Is thera
objection? The Chair hears none, and
it is so ordered.

The Senator from IMinols Is recognized.

AMENDMENT NO. 188

Mr, PERCY. Mr. President, I call up
amendment No. 198.

The PRESIDING OFFICER. The
amendment wiil be stated.

The legislative clerk proceeded to read
the amendment.

Mr. PERCY. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
TITLE—DYEING OF HEATING FUEL OIL
Sec. 101, DEFINITIONS.

For purposes of this Act—

{1) the term “number 1 fuel ail"” means any
distillate oll which meets the followlng dis-
tillatlon requirements (established by the
American Soclety of Testing Materials under
test numbered D-86) : the 10 percent point 15
equal to 420 degrees Fahrenheit maximum,
and the 90 percent point is equal to 550
degrees Fahrenhelt maximum;

(2) the term “number 2 fuel oil” means
any distillate ofl which meets the following
distillation requirements (established by the
American Soclety of Testing Materials under
test numbered D-86): the 10 percent point
is equal to 440 degree Fahrenhelt maximum,
and the 90 percent point 1s equal to 640 de-
grees Fahrenheit maximum; and

(3) the term "Administrator™ means the
Administrator of the Federal Energy Ad-
ministration.,

Sec, 102. LinaraTioNn oN Use oF Markep Foen
Om

(a) No person shall purchase or use any
number 1 fuel oil or number 2 fuel oil which
is marked in accordance with the provisions
of subsectlon (b) (1) for the purpose of pro-
viding fuel, which makes 1t subject to tax
under section 4041(a) of the Internal Reve-
nue Code of 1954 (relating to imposition of
tax on dlesel fuel) for any diesel-powered
highway vehicle.

(b) (1) Any person who sells or distributes
number 1 fuel oil or number 2 fuel ofl shall
provide for the marking of such fuel ofl in
accordance with rules which the Adminis-
trator shall prescribe under this subsection,
except that such fuel oil shall not be marked
if such fuel oil is to be used In & manner
which makes it subject to tax under section
4031{a) of the Intermal Revenue Code of
1954 (relating to imposition of tax on diesel
fuel).

(2) The Administrator shall, before pre-
scribing such rules, conduct and make avail-
able to the public a study to determine—
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(A) the appropriate oil soluble dye to be
used for the marking of such fuel oil, and
the proportionate amounts of such dye to be
used for such marking;

(B) the appropriate point or points in the
petroleum distribution system at which such
dye shall be added to such fuel oll in order
to carry out the marking requirements of
this section; and

(C) -effective means and procedures
through which the Administrator may over-
gee the marking of such fuel oil in accord-
ance with the provisions of this section.

(3) The Administrator shall prescribe such
rules no later than 180 days affter the date
of the enactment of this Act. Such rules
shall, to the extent the Administrator con-
siders practicable, take into account the find-
ings and conclusions of the study which the
Administrator conducts under paragraph (2),
Sec. 103. INSPECTION.

The Administrator or his delegate may
enter during business hours the premises
(Including place of storage) of any person
who sells or distributes number 1 fuel oil
or number 2 fuel oil, and the Administrator
or his delegate may have access to any motor
vehicle owned or operated by any such per-
son, for the purpose of conducting an inspec-
tion or examination to determine whether
such person is in compliance with the pro-
visions of this Act. The Administrator or his
delegate may provide for the inspection with
the provisions of this Act.

Sec. 104. PENALTY.

Any person who viclates any provision of
this Act shall be fined not more than $25,000
or imprisoned not more than 5 years, or both.
Sec. 105. EFFecTIVE DaTE.

The provisions of this Act shall take effect
on the date of the enactment,

Mr. PERCY. Mr. President, unlike the
previous amendment, which I believe had
previously been approved by the Com-
mittee on Finance, this amendment has
never, to my knowledge, been approved
by the committee nor seriously consid-
ered by it. The only precedent we can
go to is Canada, which has enacted it,
with great effectiveness, They have in-
creased their tax yields in this area
by some 55 percent.

The amendment reqguires that No. 1
and No. 2 heating fuel oil be colored with
an oil soluble dye to deter tax fraud.

It requires the Administrator of the
Federal Energy Administration to deter-
mine the appropriate soluble dye and the
point of the pefroleum distribution sys-
tem at which the dye shall be added.
Violators shall be subject to a fine of up
to $25,000 or up to 5 years imprison-
ment.

Under existing law, diesel fuel is taxed
at an average rate of 12 cents a gallon—
4 cents by the Federal Government and
an average of 8 cents by the States. An
extensive black market has developed in
which untaxed heating oil is used as
diesel fuel, defrauding both the Federal
Government and every State in the
Union. A trucking trade publication, the
Fleet Owner, estimates that this illegal
practice is costing more than $1 billion a
year in the United States of America in
State and Federal taxes. That is a truck-
ing trade publication that makes that
estimate.

In the State of Illinois alone, about
$100 million a year is lost in diesel fuel
taxes. In addition, as a result of this
black market, heating oil becomes more
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scarce to those who are dependent on
this type of fuel.

A fuel dyeing program was instituted
in Canada, as I have mentioned, and re-
sulted in a 55.8-percent increase in reve-
nues in the first year of operation.

I ask unanimous consent that an ar-
ticle by Bernie Swart, describing the ex-
tent of this black market and the reve-
nues lost from it, as well as a letter from
Mr, Paul E. Moreau, Minister of Revenue
to the Governor of Quebec, regarding the
results of this program in Canada, be
printed in the RECORD.

There being no objection, the material
was ordered to be printed in the Recorp,
as follows:

Lost $100 Mirion IN Dieser. Fuen Taxes
(By Bernie Swart)

Illegal practices involving the sale and use
of diesel fuel are diverting at least $100 mil-
lion in taxes from state and federal tax
coffers.

This figure may go as high as $1 billion a
year, according to Albert T. Stoessel, an Towa
oll dealer and past president of the Iowa
Petroleum Assoclation. Stoessel estimates his
state alone is losing more than $50 million
a year in fuel taxes.

The taxes are lost, according to Stoessel,
when Number two heating oil is substituted
for diesel fuel. The two fuels are almost iden-
tical in chemical composition. Stoessel said,
although diesel fuel is heavily taxed while
home heating fuel is not.

The tax dodge works several ways, accord«
ing to Stoessel. Some fleets knowingly buy
untaxed heating oil at a bargain price in or-
der to beat the fuel tax. In some cases, driv-
ers buy untaxed heating oil rather than diesel
fuel, turn in falsified fuel receipts, and
pocket the difference. In other cases, inde-
pendent service station operators will sub-
stitute heating oil for diesel fuel, collect,
and pocket the taxes.

According to Btoessel, lack of supervision
of stations by refinery companies is a factor
that makes for easy chiseling by some gas
station operators who sell to fleets. However,
because most ‘stations are lessee-operated,
effective policing often proves extremely
difficult.

In still other cases, Stoessel pointed out,
what started out as a tax dodge ends up
in out-and-out theft. He cited as an ex-
ample the fuel oil dellvery truck driver who
shorts homeowners on dellveries and sells
the surplus fuel oil to Independent station
operators, who, In turn, sell it to truckers
as taxed diesel fuel. Or, bargaln-priced diesel
fuel may be heating oll that was stolen
from an oil distributor’s tank with the col-
luslon of employees. Finally, the bargain-
priced diesel fuel may be hijacked heating
oll, or it may actually be diesel fuel obtained
by a driver who makes a habit of shorting
trucking companles on diesel fuel dellveries.

Several midwestern tanker truck drivers
confirmed these theft techniques as au-
thentic and added their own experience.

All fuel delivery trucks aren’t metered and
comparatively few oll distributors use meters
with split loads. But even If they do, the
procedure can still be beaten and provide
extra gallons to be sold by the drivers
through shorting large heating oll users.

One way this is done: Alr can be pumped
through the meters via the power takeoff unit
by connecting the purops to an empty com-
partment on the tanker. The meters reg-
ister as if fuel is being pumped through

" them. Therefore, the customer gets a metered

receipt for gallonage he did not recelve and
the driver has extra gallons fo sell for him-
self,

If the customers double-checked the de-
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livery with his own “stick” reading he'd spot
the inaccuracy. But drivers are wise to who
checks and who doesn’t. Some large heating
oil customers who should know better are
regularly gypped his way. One police barracks
in the midwest is regularly shorted because
no one checked deliveries, fuel ofl drivers said.

Here's another way drivers cheat both cus-
tomers and fleet management: A driver de-
livers diesel fuel to a service station, and
charges the correct price. Then he makes
deliveries to private homes for heating use.
At the end of the day he destroys the legi-
mate gas station tickets, makes out fake
tickets for home deliveries and pockets the
difference. Drivers say that it's easy for them
to obtain stacks of blank receipts from their
companies.

After shorting large users of heating fuel,
drivers may sell a couple of hundred gallons
to a friend at a gas station for as low as 10¢
per gallon.

Then again, some of the racket happens
because many service stations neither check
diesel deliveries nor order correctly. Often
they may order too much for their tanks,
50 the driver fills them to the brim and keeps
the extra gallonage. The service station pays
for the amount it ordered.

Both federal and state taxes are beaten
this way, many times with apparent knowl-
edge of trucking company management, the
drivers say.

According to drivers, Instructions at several
tanker outfits are that if they have fuel left
over—meaning some users may have been
shorted—they are to bring it back and place
it in the company’s storage tanks. The driv-
ers claim that trucking management seldom
asks the reason for the overage.

Although the fuel tax problem takes on
national proportions, enforcement is apt to
be lax. Little interest is shown by most
county, state, and federal officials, and most
state legislators aren’'t excited by the situ-
ation. The federal government prefers to
leave fuel tax collection to the states, and
performs little auditing.

In Chicago, John A. Ainlay, executive sec-
retary of the American Petroleum Institute,
commented, “Experienced tax men are al-
most unanimous in their opinion that noth-
ing will improve diesel fuel tax collections
more than a rigld enforcement program
backed by an adequate force of field men
and auditors.”

Stoessel, owner of the Albert Stoessel Co.,
in Ottumwa, and the oldest fuel oll dealer in
the state, has been the sparkplug of much
action against diesel fuel fraud, even though
he 15 77 years old. He recently charged the
Iowa Petroleum Council's Tax Evasion Com-
mittee with making “no effort over the past
12 years to assist the revenue department
to collect the diesel fuel tax."

“Many major interstate truck operators
take advantage of the fuel tax situation on
& large scale,” Shoessel told Fleet Owner.
“This would include drivers as well as moon=
light operators. However, I don't think truck-
ing companies or private fleets have any-
thing to do with setting up illegalities.”

BStoessel told the Iowa Petroleum Council
that one major refinery “sent a letter to all
of its dealers in the U.S,, telling them to stop
selling fuel oil to truckers for use as diesel
fuel. The letter received prominence in some
of the ofl trade publications in 1971, and
shows to what extent this evasion has gone.”

Supporting Stoessel in his claim that the
situation 1s serious, is a 1970 Towa State sur=
vey of the number of miles trucks travel in
the state. According to that survey an esti-
mated $13.5 milllon in diesel fuel taxes is
being lost annually.

According to Stoessel, the largest petro-
leum market price listing indicates diesel
fuel in 82 citles cost 12¢c to l4c more per
gallon at the pump than in Iowa, where




8006

prices run from 25c per gallon for less than
50 gal.,, to 23c per gallon for larger guan-
titles. The price difference, be said, could
indicate that the Iowa tax is not being col-
lected equally.

Checking with Stoessel at press-time, Fleet
Owner learned that diesel fuel was still
selling for 23.9¢ per gallon in the Ottumwa
area. This is below the price at which he says
he can buy diesel fuel in transport quan-
tities. The inference is that some dealers are
not paying taxes and forcing others who are
to lower their prices to stay in business.
If diesel fuel taxes were collected with the
same efficlency as gasoline taxes. Stoessel
added, diesel fuel taxes in Iowa could be
reduced 2¢ a gallon.

Stoessel has long advocated that trmckers
be permitted to buy fuel at the pump with-
out paylng taxes, in exchange for a single

and a single tax payment at the end
of each month. He feels this type of system
would eliminate much of the diesel fuel
Ifraud now existing in Iowsa and other states.

Labeling estimates of $100 million in state
and federal tax losses Bs “very conservative,™
Carl F. Schach of the Iowa Highway Com-~
mission claims Towa's 1970 diesel fuel tax
collections amounted to $10.8 million, when
it should have totaled $24.3 miilion. Iowa’'s
diesel fuel tax collections jumped to $12.5
million in 1871, but still short of what
Schach says they should be.

“Towa has little or no requirements to
differentiate between diesel fuel used for
non-highway purposes,” Schach said. “The
bulk station operator, the tank wagon opera-
tor, or even the retail dealer makes this
determinsation. All they need to do is to make
a fake set of receipts or records, and no tax
is paid.”

Schach kicked over a hornet's nest In
1970, when he suggested that trucking
assoclations stop “defending every moon-
lighter who gets involved in fuel tax viola~
tions.” The associations don't defend them
in any other instances, he sald.

Answering protests from the American
Trucking Assoclations and the Iowa Truck-
ing Assoclation, Schach sald, “Trucking
companies that choose to belong to state
and mnational associntions are generally
straight-forward business firms. However,
the trucking industry does not
represent & majority of operators on the
Amerlcan highway today.” Schach added that
he intended no inference that non-member-
&ship Indicated questlonable conduct.

“Each time someone avolds the payment
ol his fair share for road tax use,” he con-
tinued, “all users are deprived of the use
of an improved facility. In defense of the
trucker when he pulls into a station, what
assurance does he have that the 8¢ per gal-
lon of dlesel fuel tax he pays ever gets turned
over to the department of revenue?”

Don Eriggs, Iowa director of revenue, says
his department Is conducting a three-year
auditing program of trucking operations in
the state. By the end of last spring, he sald,
140 carrlers had been audited, and each one
ended up paying an average of $1,200 In
additional taxes. If this percentage holds true
throughout the program, Briggs sald, the
state should reap an annual $3.6 million in
additional taxes. These efforts may be start-
ing to pay off. Iowa diesel Tuel collections for
the Arst hall of 1072 show A tax galn of
$1,008,626 over 1D71.

Briggs appears to be taking a careful, con-
servative look at the problem, challenging
unsubstantiated fgures and loss estimates,
He is Interested In determining whether cer-
fain changes In the law would Improve col-
lections without hurting the trucking Indus-
iry. Eforts are also being made by the IRD
10 stmplify reciprocity, Increase cooperation
with other states, reduce the wWwucker's In-
formation burden, and create uniform re-

ports and filing dates.
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“The trucking Industry is not fighting us,”
Brigga sald. “They don't like the violators
dth ‘u

Because of weak enforcement and truck
fraffic three times greater than ITowa's,
Nlinots may be losing up to $100 million &
year in diesel fuel taxes.

Even though there has been some prog-
ress in the Illinois battle, Revenue Director
George E. Mahin sald many of the tax dodges
used in Iowa are also present In Illinols. Very
prevalent in Tlllnols, Mahin claims, is the
practice of shorting large motor carriers on
fuel deliveries in order to obtain diesel fuel
for untaxed sales.

To thwart this practice, Mahin said the
department of revenue has cracked-down on
oll distributors pumping dicsel fuel directly
from tankers into the tanks of groups of
trucks on the streets and in terminal yards.
One such “mobile” operation operated in the
old Chicago Stockyard srea. This practice
Mahin pointed out, avoids payment of 7.5¢
per gallon in state tax, 4¢ per gallon in
Federal tax and 1.5¢ per gallon in sales tax.

In Georgia, the Motor Fuel Tax Divislon
of the Department of Revenue actively en-
forces the payment of fuel taxes. The depart-
ment Is currently investigating a misbrand-
ing case in which the suspect oll dealer has
been under survelllance for several weeks.

“From time to time we run into these
situations,” Georgia Revenue Director Curtis
Modling sald, “and most of them occur
around the borders of the state.”

In a recent action, Modling's division ren-
dered an assessment of approximately $104,-
000 against an agent of a national service
station chain. Filed in the Carroll County
(Ga.) SBupreme Court, following an audit,
the sult charged the station operator with
falling to pay state taxes.

New Jerszy 1s also becoming more active In
clamping down on fuel tax violators. One re-
cently investigated case involved a sand and
gravel fleet making suspiciously large pur-
chases of heating fuel durlng summer
months.

Large-scale fuel tax evasion exists In
Maryland, despite an energetic campaign by
John K, Coleman, gasoline tax division chlef,
who has increased diesel tax collection more
than $300,000 in each of the past three years.
Coleman's crack-down—one of the most ef-
fective in the nation—is almed primarily at
mislabeling and fuel adulteration, and in-
volves heating fuel oll distributors, service
stations, and truckers who buy heating oil
or untaxed dlesel fuel.

Working very closely with the Internal
Revenue Service and FBI, the Maryland Rev-
enue Department Is now Involved In investi-
gations in Maryland, the District of Colum-
bla, Norfolk, Va., and New Jersey. Coleman
insists that Tuel tax evasion exists in every
state, even though state officials don™t know
it. In Maryland, Coleman has noted an in-
crease in violations in all fuel tax categories
including violations by truckers.

Maryland truck consumers of dlesel fuel
are licensed and must post surety bonds.
Under this procedure, Coleman explalned,
dlesel fuel ordered from a suppllier is placed
in the fleet operator's underground storage
tanks, and the fleet operator pays for It
minus taxes. Each month the trucker files
a report with the state tax commission, in-
dicating his Inventory, additional purchases,
and the tax he owes, These reports are com-~
puterized and show a 249 galin in collections
of diesel taxes as of July 1972, compared with
the 1971 period.

Although some licensed fuel distributors in
Maryland are permitted to blend and com-
pound petroleum products, Coleman sald,
service station operators cannot, and there
are severe penalties for violations of this law.
And under Maryland law all additives must
be added at the refinery to prevent customers
from being defrauded. Nevertheless, he
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added, many investigations of diesel fuel tax
evasion turn up Incidents of fuel adultera-
tion by water or other foreign substances,

Coleman told Fleet Owner that the prob-
lem of fuel tax evasion is not so much with
regulated motor carries as it is with owner-
operators and small truckers. “Legitimate
truckers,” he sald, “favor our activities and
will often loan us trucks to use in an inves-
tigation.” Many times, he added, fleet drivers
and owner-opsrators will notify officials if
they discover an “obviously suspicious deal.”
Coleman's staff includes 32 auditors plus 16
inspectors,

Much of Coleman's investigation has been
undercover, using trucker informants, hid-
den cameras, tape recorders, and state troop-
ers planted as gas statlon attendents. Cole-
man sald hijacking accounts for a substan-
tial diversion of fuel in his state. He cited &
few recent investigations by his department:

Truck drivers reported a Baltimore heat-
ing oil firm which they belleved were short-
ing certain government and Industrial users.
Subsequent Investigation by Coleman’s office
disclosed that the firm sold more fuel than
it had a record of purchasing. Further in-
vestigation revealed the distribution opera-
tlon, over a two year period, resulted in
certain military bases being charged for
some 500,000 gal. more than they recelived.

Military Intelligence alded Coleman's de-
partment in an investigation that cost the
distributor $21,000 in fines and a trucking
compsany $20,000 in fines. One of the military
installations recently shorted on deliveries
was the U.S. Naval Academy at Annapolis.

A 1871 Investigation revealed s Baltimore
service station operator was selling fuel ofl
to steel-haulers and owner-operators. Be-
cause he was passing the fuel oil off as diess]
Tuel and selling it without paying diesel fuel
tax, the service station operator was arrested
on charges of filing false tax reports, re-
branding, and tax evasion, and was hit with
& lien of $127,000,

In another of Coleman's cases, elght state
troopers uncovered a re-branding operation
involving a long-haul trucking company op-
erating befween Boston and Florida, and
& truck stop. Arrests were made and asess-
ments of $70,000 each were levied against
ge trucking company and fruck stop opera-

r.

Another case broke when FBI agents,
working on a hifjacking case, noticed a heat-
ing oil delivery truck making “midnight”
dellveries to a truck stop. Purther investiga-
tion revealed the truck stop had sold between
500,000 gal. and 1.5 million gal. of heating
oll to unsuspecting truckers. Although the
station operator clalmed his records were
destroyed by fire, he was convicted and fined
$70,000_

Coleman nlso described a case in which an
abandoned, weed-covered truck terminal in
the Curtis Bay area of Baltimore was used as
4 “drop” for home heating ofl by delivery
drivers who shorted thelr customers, The
heating oll was sold to “gypsy” truckers at
bargain prices.

This system was able to operate, Coleman
sald, because so few residential and Indus-
trial users of heating oil bother to check
their fuel Indicator gage after a dellvery.

In this connection, Coleman suggests that
fleet operators buying bulk fuel check de-
lvery tankers when they arrive to make
sure they are filled. Tanker compartments
should be checked again after Qelivery, to
make certain they are empty.

To encourage more uniformity in state
specifications and enforcement programs, the
State of Maryland invited eastern corridor
states to a fuel tax evasion seminar in 1970,
to discuss the whole spectrum of plugging
holes In Tuel tax laws. During the meeting,
about 18 states sald they had enforcement
programs, but only four states were able to
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prove they had effective programs. Some
states didn't even own a pair of binoculars
for surveillance work!

Tax officials were shown coples of a “crime
manual prepared by Coleman’s department
compiete with photographs made by hidden
cameras, outlining the various ways of pre-
venting fuel tax evasion. For more than a
year now, Coleman has been involved In
writing a ‘new manual, one dealing with fu-
ture state specifications for diesel fuel and
heating oil.

Fleet Owner's research shows that two en-
forcement problems continue to exist:

The federal tax authorities are riding on
the coat tails of state enforcement and do-
ing comparatively little on their own.

Secondly, oll companies generally cannot
eflectively police the stations that carry their
names because the dealers or operators are
technically independent business men, op-
erating under a lease arrangement. Coleman
says, however, this may change in the future
beecause oil companies appear Interested in
buying back their stations.

In addition, the oil companies are mar-
keting *secondary” brands in new stations
under direct company control, competing
agalnst regular brands in some Areas.

Several recent developments will afect
Maryland's diesel tax collection efforts.

As of 1973, Maryland tax authorities will
not accept major oll company credit card
receipts as evidence that taxes have been
or will be paid. The state prefers meter im-
printed tickets or statements which must
be signed by company presidents under pen-
alty of perjury.

In this connection, several Maryland gas
stations were accepting competitive com-
pany gas credit cards when offered by truck-
ers. Later these cards were taken to another
state and cashed in at other service stations
at a discount.

Coleman points out that there have been
instances at so-called truck stops in Louisi-
ana where prostitutes were avallable and
their services charged through the truck
driver's company credit cards. The “special
services” were billed to the trucking com-
pany as gallonage placed in the truck’s fuel
tank.

A signed and wi d stat t obtained
from a Florida owner-opemwr by the Mary-
land Gasollne Tax Division also Iindicates
that prostitutes were avallable at a Georgla
truck stop where fake Maryland and Dela-
ware fuel tax receipts were readily available
to truck drivers.

Maryland is also starting to generate a
microfilm file to be placed at all of the state’s
truck weigh stations. The file will contain
the names of truck fleets who haven't paid
their fuel taxes.

The situation can only be truly corrected
by a combination of state and federal team-
work, together with new efforts and under-
standing by the major refineries. The truck-
ing industry must also recognize its respon-
eibility in remaining above reproach to elimi-
nate the possibilities of restrictive tax legis-
lation.

GOUVERNEMENT DU QUEBEC,
MINISTERE DU REVENUT,
Quebec, December 20, 1873.
Mr. JAMES C. TLAZNY,
Morton Chemieal Co,,
Chieago, I11.

Deag Mz. Veazny: In answer to your letter
of December 13, 1973, in connection with our
marking of heating ofls, I take
pleaaure to give you some information on the
progress of this program.

Firstly, I am glad to say that we are very
enthusiastic about our coloring program
which has already brought a substantial in-
erease in our monthly re A5 rev
by the following statistics:
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tax.
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diesel

tax,
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m=1m---- .- 3,576, 475

1973, .. 5,083,110

A
et AR
197 910

Increase
(psrcent)

188, 368
143, 502
140?:738
148,924
1&80}‘
149, 282
222,423

It has been estimated that we were losing
about $25 milllon a year on dlesel tax. We
are confident that additional revenue from
$£15 to $18 million will be recuperated in the
first year of operation and the $25 million
target should be reached in the second year
when the control and enforcement of the Act
are fully put into force.

In order to appreciate fully the benefits
derived from our dyeing program it must be
taken into account that our Quebec Depart-
ment of Revenue has for years made con-
stant efforts to erack down on motor fuel tax

aging results we use to have an audit staff of
856 employees; le., 25 professional auditors
and 70 audit agents. After July 1st, 1973, we
have engaged 256 inspectors to check in the
field the illegal use of colored fuel in self
propelled vehicles. Besides our audit staff of
986 anditors and agents, from 10 to 13 special
agents of our Special Investigation Branch
were continuously engaged in investigation
fraud cases, rackets in the Illegal use of fuel
oil and in bullding up cases for prosecution.

We honestly belleve that after we have
completed our andit programs related to the
application of our former Fuel Tax Act we
will be in & posiiion to gradually reduce our
audit stafl by fifty percent.

Bhould we be able to attain this objective
our cost for the dye and compensation paid
to the oil companies will be compensated by
& reduction in our operating cost. According
to our estimate our cost for the dye would
be around $270,000 for 12 months, this for
the marking of 1.6 billion gallons of fuel oll.

In addition we are paying the oil compa-
nies a compensation of 0.01¢ per 100 gallons
for the coloration, le. an additional $160,000
per year. This compensation is being paid to
cover any extra storage tanks and facilities
paid by the oil companies as well as operating
cost related to the marking program.

The overall cost of extra storage facilities
and equipment for the coloration (mechani-
cal Injectors and eq t) has been esti-
mated at $3.56 million for the whole petro-
leum Industry. This estimate was determined
after a detailed study and discussion of the
additional facilities needed with officials of
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the refiners, importers and wholesalers. The
original cost claimed by the petroleum peo-
ple was $21 million.

Although, at first, we have faced a strong
opposition on the part of people of the pe-
troleum industry we have since recelved a
very good cooperation after our regulations
were published late in March 1073, The mark-
ing of fuel oil was in full operation on
July 1st, 1973. As a temporary measure we
have accepted that the dyelng of fuel oil
be done by hand at the refineries and termi-
nals, The oil companies are now completing
the installation of mechanical injectors and
by the end of December or early in January
the coloring will be done and econtrolled
entirely by mechanical equipment.

We are fully satisfied with the use of your
Blue #10 dye and the tests to the laboratory
are guite conclusive so far even on illegal
blending of 57 colored fuel with clear diesel
fuel.

We have now 25 cases pending before the
Courts for lllegal use of colored fuel, besides
we won our first case in Court on a charge
of illegal use of colored fuel; the trucker was
sentenced to a fine of $200,

For your information, you will find at-
tached clippings of the publicity we had on
our court cases against people with heavy
criminal records engaged in fuel oll rackets.
We have evidence that these operatars were
closely linked with ranking members of the
underworld Iin Montreal, same belng well
known to be related with erime familles of
the Cosa Nostra of New York and Buffalo.

We are glad that our marking program has
already closed the door to a number of exist-
ing rackefs. We are also confident that we
now have the necessary tools on hand to
exercise a good control over the illegal use
on non taxable fuels especially in the pres-
ent fuel crisls period where diesel oll sells
at high price.

Mr. PERCY. Mr. President, in con-
clusion, I simply say that, once again,
I urge my colleagues, for the sake of the
credibility of the American people, who
are going to be very concerned, and 1
mean deeply concerned, at seeing the
extent of debt rollup—from $40 to $50 to
$60 to $70 to $80 billion—over the next
few years, In 2 years, $120 billion, unless
they see some evidence that is consistent
with mnational Interest and consistent
with equity and fairness that we attempt
to bring in revenue where we can and
where it will not hurt. All this amend-
ment does is enable us to enforce the
law, which is being flagrantly violated
right now. Our States are losing revenue.
They are laying employees off. Their bud-
get and Income are down. This would
put money in their pocket the easiest
way, it will cost us nothing, it will pick
up considerable revenue.

I urge the acceptance by my distin-
guished colleagues, particularly those
distinguished colleagues who have
worked so bard on this tax bill. I hope
that it can have the support of the chair-
man as well as my colleague, the ranking
minority member.

Mr. LONG. Mr. President, the only
reason I would know for voting down
this amendment would be that some
would contend that this should be on
the energy bill rather than on this bill.
But in view of the fact that we may
very well be adding amendments to the
bill that would more likely be on the
energy bill, of an expenditure or a cost,
a tax expenditure or tax loss basis, 1
think that the Senator’s argument is
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well taken. It probably will appeal to us
in conference if we did take some steps
to offset the cost of some of these tax
incentives to encourage people to save
energy. I will vote for the Senator's
amendment.

I shall be happy to yield some time in
opposition to anyone who wishes to op-
pose it.

As a matter of fact, Mr. President, I
shall be willing to accept the amendment
now unless there is objection to it. I ask
unanimous consent that the amendment
be agreed to.

The PRESIDING OFFICER. Is there
objection?

The amendment was agreed to.

Mr. PERCY. I thank my distinguished
colleague.

The PRESIDING OFFICER, Under the
previous order, the Chair now recognizes
the Senator from Maine (Mr, HATHAWAY)
to call up his amendment, on which there
is 10 minutes for debate.

AMENDMENT NO. 137

Mr. HATHAWAY. My, President, I call
up amendment No. 137.

The PRESIDING OFFICER. The clerk
will state it.

The legislative clerk read as follows:

The Senator from Maine (Mr. HATHAWAY)
proposes an amendment to amend the In-
ternal Revenue Code of 1954.

The amendment is as follows:

At the end of the bill, add the following
new title:
That (a) subpart A of part IV of subchapter
A of chapter 1 of the Internal Revenue Code
of 1854 (relating to credits allowsble) is
amended by renumbering section 42 as 43,
and inserting after section 41 the following
new section:

“Sec. 42, INTEREST ON PRINCIPAL RESIDENCE,

“{a) GeENErAL RULE—In the case of an
individual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount egual to the
applicable percentage of the interest paid or
accrued during the taxable year by the tax-
payer on indebtedness secured by a mortgage
on real property owned and used by him
as his principal residence or on any other
indebtedness incurred by him to acquire or
improve real property used by him as his
principal residence.

“(b) AppLICABLE PERCENTAGE.—For pur-
poses of subsection (a), the applicable per-
centage shall be 2624 percent,

“(c) AprLICATION WITH OTHER CREDIT.—
The credit allowed by subsectlon (a) for any
taxable .year shall not exceed the amount
of the tax imposed by this chapter for the
taxable year reduced by the sum of the
credits allowed by the preceding sections of
this subpart (other than by sections 31 and
30).

“(d) SepeciaL RULES.—

“(1) PROPERTY USED IN PART AS PRINCIPAL
RESIDENCE.—In the case of property only
& portion of which is used by the taxpayer
ns his principal residence, there shall be
taken into account, for purposes of sub-
section (a), so much of the interest pald
or accrued by him with respect to such
property as is determined, under regulations
prescribed by the Secretary or his delegate,
to be attributable to the portion of such
property used by him as his prinecipal
residence.

“(2) Jomwr OowWNERSHIP—In the case of
property owned and used by two or more in-
dividuals (other than a husband and wife)
as their principal residence, the applicable
percentage applied under subsection (b)
shall, under regulations prescribed by the
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Secretary or his delegate, be applied sepa-
rately to such individuals,

“(3) COOPERATIVE HOUSING—For purposes
of this section, an individual who is a ten-
ant-stockholder in a cooperative housing
corporation (as defined in section 216(b))—

“({A) shall be treated as owning the housé
or apartment which he is entitled to occupy
by reason of his ownership of stock in such
corporation, and

“{B) shall be treated as having paid or
accrued interest with respect to such house
or apartment during the taxable year equal
to the deducfion which wounld be allowable
to him under section 216(a) but for the last
sentence of such section,

“(4) CHANGE OF PRINCIPAL RESIDENCE—If
during a taxable year a taxpayer changes his
principal residence, this section shall apply,
under regulations prescribed by the Secre-
tary or his delegate, to that portion of the
interest paid or accrued by him with respect
to each such principal residence as is prop-
erly allocable to the period during which it
is used by him as his principal residence.

“(e) RecuLATIONS.—The Secretary or his
delegate shall prescribe such regulations as
may be necessary to carry out the purposes
of this section.”.

(b) The table of sections for such subpart
A is amended by striking out the last item
and inserting in lieu thereof the following:
“Bec. 42. Interest on principal residence.
“Sec. 43. Overpayments of tax."”,

SEc. 2. (a) Bection 163 of the Internal
Revenue Code of 1954 (relating to interest)
is amended by redesignating subsection (e)
as (f), and by inserting after subsection (d)
the following new subsection:

“(e) INDEBTEDNESS ON PrRINCIPAL Rs=sr-
DENCE—No deduction shall be allowed (in
addition to the credit allowed under sec-
tion 42) under subsection (a) for interest
peid or accrued on indebtedness secured by
& mortgage on real property owned and used
by the taxpayer as his principal residence or
on any other indebtedness incurred by him
to acquire or improve real property used by
him as his principal residence.”.

(b) Bection 216(a) of such Code (relating
to tenant-stockholders of cooperative hous-
ing corporations) is amended by adding at
the end thereof the following new sentence:
“No deduction except for real property taxes
shall be allowed (in addition to the credit
allowed under section 42) under the preced-
ing sentence with respect to any house or
apartment which is used by the tenant-
stockholder as his prinecipal residence.”.

Sec. 3. The amendments made by this Act
shall apply with respect to taxable yvears be-
ginning after December 31, 1974,

Mr. HATHAWAY. Mr. President, this
amendment allows a taxpayer to take
a credit of 26325 percent for the interest
that he pays on his mortgage, on his
principal home only, in lieu of a tax de-
duction. The reason for the 2625 percent
is that it hits it at the same tax bracket
that Mr, MonNpALE's tax credit hits in his
provision in the bill, which allows a per-
son to take a $200 credit in lieu of the
deduction for a dependent.

This would benefit faxpayers, particu-
larly, in the $10,000 to $20,000 income
brackets. It is estimated that 73 percent
of those taxpayers would be benefited. It
would be of substantial help to the hous-
ing industry and, as has been noted on
the floor, time and time again during the
debate on this matter, this is one of the
best ways for us to spur the economy.

One of the basic reasons why this
would be a great incentive for the hous-
ing industry, a spur to the housing in-
dustry, is that it would reduce the ef-
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fective interest rate on taxpayers, and it
would provide a very great boost to tax-
payers in that, at the beginning of their
mortgage payments, the interest part of
the mortgage payment, as opposed to the
payment made on principal, is the higher,
The cost of the program, to be sure, is $1
billion. It is not as stated in the pamphlet
that has been circulated, which I think
states over $1 billion. It is just about $1
billion because it applies to the principal
home only.

I realize that we are trying to keep the
amount of this bill down as much as we
can, but the proposal that was made by
the Senator from Louisiana, the chair-
man of the committee, to allow a tax
credit for new and existing homes has
been modified so that that only affects
new homes, thereby saving about $2 bil-
lion over the original committee bill. I
suggest that this amendment, by add-
ing just $1 billion and covering both new
and used homes, has still not reached the
original $3 billion we had proposed to
spur the housing industry.

Mr, LONG. Mr. President, this amend-
ment was not agreed to in the committee
I voted for it when it was suggested in
the committee and I therefore feel that

*I should yield time to someone who de-

sires to speak in opposition, if someone be
present who desires to do so. Otherwise,
I shall just yield back the time.

I think I should point out that the
revenue losses estimated to the Treasury
will be $1.165 billion. I shall yield time if
someone desires at this point to speak in
opposition.

Mr. SPAREMAN. Mr. President, may I
ask a question?

Mr. LONG. Yes.

Mr. SPARKMAN. The Senator gave a
figure.

Mr. LONG. $1.165 billion.

Mr. HATHAWAY. If the Senator will
vield, I wish to correct that figure. It was
reéstimated to be about $1 billion, for-
getting the $165 million. At the time they
first computed it, they did not allow for
the fact that it applied to prinecipal resi-
dences only, so it has been computed at
about $1 billion.

Mr, SPAREMAN., In the bill as it was
first presented, as I understand, there
was a $2,000 allowance, was it?

Mr. LONG. A tax credit of up to $2,000
to aid in the purchase of new homes, That
is still in the bill,

Mr. SPAREKEMAN. Will that be in the
bill if this goes in, or will this be a sub-
stitute?

Mr. HATHAWAY. This is in addition.

Mr. LONG. This would be in addition
to that.

Mr. SPARKMAN. I wish to say to both
of the Senators that I believe all in here
know that I have been greatly interested
in housing. I have not felt that that pro-
vision in the bill is the way to stimulate
housing. I say that very frankly. I want
to see & good, strong housing program,
but I just cannot bring myself to believe
that this is the best way.

I think this will do more, what the Sen-
ator from Maine has provided, than will
what is in the bill. But I am somewhat
disturbed by the provision in the bill and
what the impact of that will be. I wish
something could be worked out so that
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that could be modified and brought down
to a lower level.

By the way, the National Association
of Home Builders were festifying before
our committee just a couple of days ago,
and they did not seem to be too inter-
ested in the provisions that are in the
bill. I do not recall whether they came
out with a definite statement against it,
but they took somewhat the same stand
that I am taking, I think, that that was
not the way to stimulate homebuilding.

Mr. HATHAWAY. I thank the Senator
very much for his support of my amend-
ment.

Mr. SPARKMAN, It seems to be rather
difficult to support the Senator’s amend-
ment, if it were to be added on top of
this other provision, because that would
be a tremendous drain on the Treasury.

Mr. LONG. Mr. President, what the
amendment proposes, as I understand it,
is that there be a tax credit for taxpayers
in the low-income brackets which would
amount to the equivalent of a deduction
of 2624 percent of their mortgage in-
terest costs.

Mr, SPAREMAN., 2625 percent.

Mr. LONG. The thought there is that
if taxpayers are in the lower income
brackets, the deduction does not do them
enough good, and, therefore, the Senator
would suggest that they have a tax credit
which would give them the same advan-
tage that someone would have if he were
in a 26-percent tax bracket.

Mr. SPAREMAN. I was more con-

cerned with the provision that is in the
bill. As I say, if his were a substitute for
that, I could support it readily, but I do
not see how I can support both.

Mr. HATHAWAY. Perhaps if we leave
both of them in the bill, it could be ironed
out in conference. The House has neither
provision. The House could have the op-
tion to select one. Perhaps they would
select both also.

Mr. SPARKMAN. I would suggest that
many of these items added over here
would be “ironed out” in conference, as is
usual. I simply wanted to make those
comments.

The PRESIDING OFFICER. The Sen-
ator from Louisiana has the floor,

Mr. LONG. Mr. President, I ask unan-
imous consent that the amendment by
the Senator from Maine (Mr. HATHAWAY)
be regarded as germane, but that the fact
of this amendment being made germane
not be regarded as making other amend-
ments concerning the same subject ger-
nane.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Mr. President, I believe it
is understood that this amendment
would be vofed on after the ones on
which we have agreements to vote.

The PRESIDING OFFICER. If the
yeas and nays are ordered on it, the
Senator is correct.

Mr. LONG. I ask for the yeas and nays
on the Hathaway amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from Louisiana may proceed.

Mr. LONG. Mr. President, I yield to
the Senator from Utah.
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Mr. MOSS. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. MOSS. I understand there was an
order entered as to certain amendments
that might be discussed before our
entering upon the debate prior to clo-
ture. I made an attempt to modify an
amendment, and was ftold I would have
to wait.

There are two ways to go, as I under-
stand: either I can ask us con-
sent that I be able to offer my modifica-
tion now, or, if we start the discussion,
to ask the floor leader for time on that.
I am willing to go either way, whatever
the parliamentary requirement may be.

Mr. LONG. Is the Senator talking
about the Domenici amendment?

Mr. MOSS. Mine is a modification of
the Domenici amendment.

Mr. LONG. I ask unanimous consent
that when we reach the Domenicli
amendment, the amendment of the Sen-
ator from Utah may be offered.

Mr. MOSS. The Domenici amendment
has already been offered.

Mr. LONG. The Senate has not voted
on the Domenici amendment yet. Does
the Senator wish to vote on his amend-
ment before the vote on the Domenici
amendment?

Mr. MOSS. That is correct.

Mr. LONG. Mr. President, I ask
unanimous consent that the Senate vote
on the Moss amendment immediately
prior to the vote on the Domenici
amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. FANNIN. Mr. President, the rank-
ing minority Member is mot in the
Chamber. Is that agreeable to him?

o Mr. MOSS. He agreed to that. I asked

im,

Mr. LONG. I now ask unanimous con=
sent that there be a limitation of 10 min-
utes, to be equally divided, for debate on
the Moss amendment to the Domenici
amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOSS. Mr. President, I have sent
to the desk my modification. I ask that
it be reported, but that I be permitted
to explain it.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:

The Senator from Utah (Mr. Moss) pro-
poses an amendment to the amendment (No.
191) of the Senafor from New Mexico (Mr,
DOMENICT) .

Mr. Moss" amendment is as follows:

PART III—TAX INCENTIVES FOR CERTAIN
ENERGY-RELATED IMPROVEMENTS OF
BUILDINGS

Bec. 1. INSULATION oF PRINCIPAL RESIDENCE.
(a) GeNERaL RurE—Bubpart A of part IV
of subchapter A of chapter 1 (relating to
credits allowable) 1s amended by redesig-
nating section 43 as section 44 and by insert-
ing after section 43 the following new sec-
tion:
“SEC, 43. INSULATION OF PRINCIPAL RESIDENCE,
*“{a) GENERAL RULE.~—In the case of an in-
dividual, there shall be allowed as a credit
against the tax imposed by this chapter for

t!t:e taxable year an amount egual to the sum
o
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“(1) 40 percent of the qualified insulation
expenditures pald by the taxpayer during the
taxable year with respect to any residence
to the extent that such expenditures do not
exceed $500, plus

*(2) 20 percent of the qualified insulation
expenditures paid by the taxpayer during the
taxable year with respect to such residence to
the extent that such expenditures exceed
8500 but do not exceed $1,000.

“(b) LIMITATIONS.—

“(1) APPLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (a) shall
not exceed the amount of the tax imposed
by this chapter for the taxable year reduced
by the sum of the credits allowable under—

“(A) section 33 (relating to foreign tax
credit),

“(B) section 37 (relating to retirement
income),

*(C) section 38 (relating to investment
in certain depreclable property and purchases
of certain recyclable waste),

“(D) section 40 (relating to expenses of
work incentive programs), and

“(E) section 41 (relating to contributiona
to candidates for public office).

*“(2), PrIOR EXFENDITURES TAKEN INTO AC-
CoOUNT.—If—

*(A) the taxpayer made qualified insula-
tion expenditures with respect to any resi-
dence in any prior taxable year, or

“(B) any prior owner of any residence
made qualified insulation expenditures with
respect to such residence,

then subsectlon (a) shall be applled with
respect to such residence for the taxable year
by reducing (but not below zero) the dollar
amounts contained in such subsection by the
aggregate of the expenditures described in
subparagraphs (A) and (B).

“(c) DEFINITIONS AND SPECIAL RULES—For
purposes of this section—

“(1) QUALIFIED INSULATION EXPENDITURES.—
The term ‘gualified insulation expenditures’
means any amount paid by an individual for
any installation (other than pursuant to a
reconstruction of the dwelling unit) which
occurs after March 17, 1975, and before Janu-
ary 1, 1877, of insulation In any dwelling unit
which—

“(A) at the time of such installation is
owned by the individual and used by him as
his principal residence (within the meaning
of sectlon 1034): and

“(B) 15 In existence on March 17, 1875,
and used on such date by one or more indi-
viduals as a residence.

“(2) Imsvratron.—The term ‘“Insulation’
means any insulation, storm (or thermal)
window or door, or any other similar item—

“({A) which is deslgned to reduce, when in-
stalled in or on a bullding, the heat loss or
gain of such building,

“(B) original use of which commences
with the taxpayer, and

“(C) which has & useful lfe of at least
3 wears.

“{3) Joint owwERsHIP.—In the case of any
bullding which is jointly owned, and is used
during any calendar year as a principal resi-
dence, by two or more individuals—

“(A) the amount of the credit allowahle
under subsection (a) (after applying sub-
section (b)(2)) with respect to any quali-
fied insulation expenditures paid during such
calendar year by any of such individuals
with respect to such building shall be deter-
mined by treating all of such Individuals as
one taxpayer whose taxable year is such cal-
endar year, and

“(B) each of such individuals shall be al-
lowed & credit under subsection (a) for the
taxable year in which such calendar year
ends (subject to the limitation of subsec-
tion (b) (1)) in an amount which bears the
same ratio to the amount determined under
subparagraph (A) as the amount pald by
guch individual during such calendar year for
such expenditures hears to the aggregate of
the amounts pald by all of such individuals
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during such calendar year for such expendi-
tures.

“(4) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who holds stock as & tenant-stock-
holder (as defined in section 216) in a co-
operative housing corporation (as defined in
such section), such individual—

“(A) shall be treated as owning the dwell-
ing unit which he is entitled to occupy a3
such stockholder; and

“{B) shall be treated as having his tenant-
stockholder’s proportionate share (as defined
in section 216(b) (3)) of any qualified insu=
lation expenditures pald by such corporation.

“(d) RebucTtioN oF Basis.—The basis of any
property shall not be increased by the
amount of any gqualified insulation expendi-
tures made with respect to such property to
the extent of the amount of any credit al-
lowed under this section with respect to such
expenditures.

*(e) TeErmINATION —This sectlon shall not
apply to any amount paid after December 31,
1976."

(b) TECHNICAL AND CONFORMING AMEND=
MENTS.—

(1) The table of sections for such sube
part A is amended by striking out the last
item and inserting in lieu thereof the fol-
lowing:

“Sec. 43. Insulation of principal residence.
“Sec. 44. Overpayments of tax.”

(2) Section 56(a) (2) (relating to Imposl-
tion of minimum tax) i3 amended by
striking out “and” at the end of clause (iv),
by striking out “; and” at the end of clause
(v) and inserting in lieu thereof *, and”,
and by inserting after clause (v) the follow-
ing new clause:

“(vi) sectlon 43 (relating to insulation of
principal residence); and”.

(3) Section 56(c) (1) (relating to tax

carryovers) is amended by striking out
“and"” at the end of subparagraph (D), by
striking out “exceed” at the end of subpara=

graph (E) and inserting in lieu thereof
“and” and by inserting after subparagraph
{E) the following new subparagraph:

“(P) section 43 (relatlng to insulation of
principal residence), exceed”.

(4) Subsection (a) of section 1018 (re-
lating to adjustments to basis) is amended
by striking out the period at the end of
paragraph (22) and inserting in lieu thereof
a semicolon and by inserting after paragraph
(22) the following new paragraph:

“(23) to the extent provided in section
43(d), in the case of property with respect
to which a credit has been allowed under
section 43.”

(c) ErrFeEcTivE Date.—The amendments
made by this section shall apply to amounts
paid after March 17, 1975, in taxable years
ending after such date.

Sec, 2. RESIDENTIAL Sorar ENERcY EqQurp-
MENT.

(a) Generar Rure.—Subpart A of chapter
IV of subchapter A of chapter 1 (relating to
credits allowable) is amended by redesignat-
ing section 44 as section 456 and by inserting
after section 43 the following new section:
“Sec, 44, RESIDENTIAL SoLArR ENErRcY EQUIp-

MENT,

“(a) GenErRalL RureE~In the case of an
individual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to the
sum of—

(1) 40 percent of the qualified solar en=-
ergy equipment expenditures paid by the
taxpayer during the taxable year with re-
epact to any residence to the extent that
such expenditures do not exceed £1,000, plus

“(2) 20 percent of the gualified insula-
fion expenditures paid by the taxpayer dur-
ing the taxable year with respect to such
résidence to the extent that such expendi-
tures exceed $1,000 but do not exceed $2,000.
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“(b) LIMITATIONS.—

“(1) APPLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (a) shall
not exceed the amount of the tax imposed
by this chapter for the taxable year reduced
by the sum of the credits allowable under—

“(A) section 33 (relating to forelgn tax
credit),

“(B) section 37 (relating to retirement
income),

“{C) section 38 (relating to Investment
in certain depreciable property and pur-
chases of certain recyclable waste),

“(D) section 40 (relating to expenses of
work incentive programs),

“{E) section 41 (relating to contributions
to candidates for public office), and

“(F) section 43 (relating to insultation
of principal residence).

“(2) PRIOR EXPENDITURES TAKEN INTO AC-
COUNT.—If—

“(A) the taxpayer made qualified solar
energy equipment expenditures with respect
to any residence in any prior taxable year,
or

“{B) any prior owner of such residence
made qualified solar energy equipment ex-
penditures with respect to such residence,
then subsection (a) shall be applied with
respect to such rvesidence for the taxable
year by reducing (but not below zero) the
dollar amounts contained in such subsection
by the aggregate of the expenditurea de-
scribed in subparagraphs (A) and (B).

*“{c) DEFINITIONS AND SPECIAL RULES.—
For purposes of this section—

“(1) QUALIFIED SOLAR ENERGY EQUIPMENT
EXPENDITURES.—The term ‘qualified solar
energy expenditures’ means any amount
paid by an individual for any installation
(other than pursuant to a reconstruction
of the dwelling wunit) which occurs after
March 17, 1975, and before January 1, 1977,
of solar energy equipment, in any dwelling
unit which—

“(A) at the time of such Installation is
owned by the individual and used by him as
his principal residence (within the meaning
of section 1034) ; and

“{B) .is in existence on March 17, 1875,
and used on such date by one or more in-
dividuals as a residence.

“(2) BOLAE ENERGY EQUIPMENT.—The term
‘solar energy equipment’ means equipment
which conforms to performance criteria es-
tablished by the National Bureau of Stand-
ards, and—

“(A) which is designed, when installed
in or on a building, to use solar energy to
heat such building or to heat water for use
within such building,

“(B) the original use of which commences
with the taxpayer, and

“(C) which has a useful life of at least 3
years,

“(3) JomnT owNERSHIP.—In the case of any
building which is jointly owned, and is used
during any calendar year as a principal resi=-
dence, by two or more individuals—

“(A) the amount of the credit allowable
under subsection (a) (after applying subsec-
tion (b)(2)) with respect to any qualified
solar energy equipment expenditures paid
during such calendar year by any of such in-
dividuals with respect to such bullding shall
be determined by treating all of such in-
dividuals as one taxpayer whose taxable year
is such calendar year; and

“(B) each of such individuals shall be al-
lowed a credit under subsection (a) for the
taxable year in which such calendar year
ends (subject to the llmitation of subsection
(b) (1)) in an amount which bears the same
ratio to the amount determined under sub=-
paragraph (A) as the amount pald by such
individual during such calendar year for
such expenditures bears to the aggregate
of the amounis pald by all of such individuals
during such calendar year for such expendi=-
tures,
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“(4) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION —In the case of an in-
dividual who holds stock as a tenant-stock-
holder (as defined in sectlon 216) In a co-
operative housing corporation (as defined
in such section), such individual—

*“(A) shall be treated as owning the dwell-
ing unit which he is entitled to occupy as
such stockholder; and

“{B) shall be treated as having paid his
tenant-stockholder’s proportionate share (as
defined in zection 216(b) (3)) of any quali-
fled solar energy equipment expenditures
paid by such corporation.

“(d) RepvcrioN oF Basis—The basis of
any property shall not be increased by the
smount of any qualified solar energy equip-
ment expenditures made with respect to such
property to the extent of the amount of any
credit allowed under this section wtih re-
spect to such expenditures,

(e) TerminaTION —This section shall not
apply to any amount paid after December 31,
1976."

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1)} The table of sections for such subpart
A is amended by striking out the last item
and inserting in lien thereof the following:
“Bec. 44. Residential solar energy equipment.
“Sec. 45. Overpayments of tax.”

(2) Section 656(a)(2) (relating to imposi-
tion of minimum tax) is amended by strik-
ing out “and” at the end of clause (v), by
striking out “; and” at the end of clause (vi)
and inserting in lleu thereof “, and”, and
by inserting after clause (vi) the following
new clause:

“{vli) section 44 (relating to residential
solar energy equipment) ; and”.

(3) Section 56(c) (1) (relating to tax car-
ryovers) is amended by striking out “and”
at the end of subparagraph (E), by striking
out “exceed” at the end of subparagraph
(F) and inserting in lieu thereof “and”, and
by inserting after subparagraph (F) the fol-
lowing new subparagraph:

“(G) section 44 (relating fto residential
golar energy equipment), exceed”,

(4) Subsection (a) of section 1016 (relat-
ing to adjustments to basis) is amended by
striking out the period at the end of para-
graph (23) and inserting in lieu thereof a
semicolon and by inserting after paragraph
(28) the following new paragraph:

“(24) to the extent provided in section 44
(d), in the case of property with respect to
which e credit has been allowed under sec-
tion 44.”

(c) ErrEcrive Date~The amendments
made by this section shall apply to amounts
paid after March 17, 1975, in taxable years
ending after such date.

Mr. MOSS. Mr. President, this follows
the general concept of the Domenici
amendment, in that it provides for re-
bate of money for insulating of homes,
and contains a special provision for solar
energy.

This is a matter that I have been con-
cerned with for a long time. In fact, on
February 13 of 1973 I introduced the first
bill on this matter, and that was incor-
porated in the emergency energy bill on
the 15th of November 1973 and adopted
unanimously by the Senate, Of course,
that bill was vetoed by the President, so
it was lost. Thereafter, on the 15th of
Ja;uary, I introduced again & bill of this
sort,

What do I suggest by way of modifica-
tion of the Domenici amendment? It is
to substitute the proposal introduced by
Chairman Uriman of the House Ways
and Means Committee in terms of this
tax incentive for residential energy con-
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servation and -improvements,
would modify it in this respect:

A 40-percent tax credit on the first
£500 of cost of insulation, storm windows,
and so on, that are installed in a dwell-
ing home, and a 20-percent tax credit on
the second $500, which is a total of $1,000
that a person might receive as a tax
eredit base for appropriate insulation of
his home.

For solar and heating devices, we have
the same percentages, 40 and 20, but the
first 40 percent would be for $1,000, then
20 percent for the second $1,000, and,
therefore, there could be a $2,000 ceiling
on using solar energy, to encourage that.

There is no optional tax deduction,
but simply a tax credit, and this is be-
cause a tax deduction favors the high-
income taxpayer, and is not the incen-
tive to the lower income taxpayer that
a tax credit is. It puts the greater incen-
tive where it is needed.

The other thing that it seems to me
is a really potent argument for this pro-
posal is that these are the terms of the
Ways and Means Committee bill on the
House side, and for that reason I would
think when it goes to conference, the
likelihood of its being accepted in con-
ference is very great, and I would think
there would not be much opportunity, on
this proposal, to argue about it.

It does have an impact on the treasury,
but it also has an impact in creating jobs,
both in materials and employment, and
in the actual installation of the insula-
tion, and it also has an effect on net
exports from this country. Thus, under
an econometric study that was made by
the Chase Institute, it was determined
that the job creation potential and the
amount of increased activity in materials
are such that the bill is not really a bur-
den on the treasury, but fits in with the
two things we are trying to accomplish
right now: First, to get people back to
work, and second, to conserve energy.
This proposal would do both things.

Therefore, I offer this as a modifica-
tion of the Domenici amendment, and
ask for the yeas and nays upon it.

The PRESIDING OFFICER. Is there
2 sufficient second?

The yeas and nays were ordered.

The PRESIDING OFFICER. The
Chair would like to ask the Senator from
Utah is this a substitute for the Domenici
amendment or amendment to his
amendment?

Mr. MOSS, Well, I have called it a
modification because I wanted to make
it clear that I am not displacing his
idea at all. I simply have a better for-
mula, I think.

The PRESIDING OFFICER. Would it
tfhen be & substitute amendment?

Mr. MOSS. I will offer it then as a
substitute., It is the Ullman provision
that appears on page 75 of H.R. 5005.

Mr, FANNIN. Mr. President, is there
any time remaining?

Mr. LONG. Is there a request for time
in opposition?

Mr. FANNIN. In opposition.

Mr. LONG. In opposition. I yield to
the Senator from Arizona.

Mr, FANNIN. Mr. President, although
I agree with the Senator from Utah that

which
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there are very valuable features to his
amendment I oppose it because I do not
feel that allowing a 40-percent credit on
the first $1,000 spent on solar equipment
will be enough.

What we are trying to do is to achieve
the mass development throughout the
United States of solar energy installa-
tions We are interested in solar energy,
and I think the distinguished Senator
only covers heating, I do not see in his
proposal that it covers cooling.

Would the Senator respond on whether
or not his amendment also provides for
cooling?

Mr. MOSS. It covers insulation.

Mr. FANNIN, I am talking about the
solar energy part.

Mr. MOSS. Yes, I think it does.

Mr. FANNIN, There is not any explan-
ation there that would cover cooling, and
I would certainly feel this is a highly
essential part of it. I think we cannot
afford to invest the amount of money
that the Senator discusses unless we are
going to have results of a broader nature
than just heating.

As I understand it, the great hope for
solar energy cutting down the load of the
utilities is to combine solar energy with
the heat pump and other devices and
supplemental heating and cooling. I just
want to be certain that we accomplish
that. The Domenici amendment does, but
I do not feel, from the information I have
on the amendment of the distinguished
Senator from Utah, that it accomplishes
that objective,

Mr. MOSS. Well, as the Senator well
knows, we now have in law a bill that
provides that the Housing and Urban
Development Administration, in econ-
junction with the National Aeronautics
and Science Administration, is -building
demonstration homes in a number of
places with respect to heating and cool-
ing, and we are trying to get developed
the equipment that does that. This is an
incentive to step up now and use what we
know about the technique that is being
perfected.

Mr. FANNIN., I think the distinguished
Senator has answered the guestion, but
I just want to elaborate that I do not
feel in conference we can hold a $1 bil-
lion proposal. So my goal is to try to get
something in the bill that will spread
the story of solar energy throughout the
United States by including a tax incen-
tive which people will investigate. The
net result will be that millions upon mil-
lions of dollars can be saved by the utili-
zation of solar energy for supplemental
heating and cooling.

I do not feel that we should wait until
we have all of these solar devices per-
fected that will also take care of cool-
ing and I tkink that will be some time
in the future—we can now combine it
with other devices such as the heat pump,
and get immediate results.

Mr. MOSS. I do appreciate the Sena-
tor's comments.

The principal recommendation, I
think, on this is we are likely to get this
in the bill if we take the modification
here because it- eonforms exactly with
what the House Ways and Means Com-
mittee has already reported.

8011

The PRESIDING OFFICER. Who
yields time?

Myr. FANNIN. The Senator from New
Mexico has time in opposition to the
Moss substitute to his amendment.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr, DOMENICI. Mr. President, I might
further say to the Senator from Utah
that I apologize for not being here when
he presented his substitute. I was aware
he was going to, but I was in'a commit-
tee hearing.

May I ask the Senator a few questions
about the difference in the two bills?

Mr. MOSS. Yes.

Mr. DOMENICI. First, as I understand
it, the Senator’s proposal would cover
only existing homes to whatever extent
it is applicable; it is only for existing
homes, is that correct?

Mr. MOSS. That is correct.

Mr. DOMENICI. It does not cover com-
mercial at all in any respéct; is that cor-
rect?

Myr. MOSS. This does noft extend to
commercial construction because the
owner of a commercial building may take
a business deduction in meodifying his
building.

Mr. DOMENICI. Then it does not cover
new homes at all, even though we are
aware of a minimum and a maximum
existing HUD standard, and all the new
homes are required to comply with a
minimum, but there is & maximum that
is covered by the Domenici-Humphrey
amendment but not by the Senator’s
amendment; is that correct?

Mr. MOSS. That is right. This does not
cover new homes because we already have
a provision in this bill for credit for those
building new homes. This is to encourage
those to insulate their homes that al-
ready have an existing home, and it is to
meet this.

In addition to that, as the Senator well
knows, because he helped with the bill,
we have in addition the fact that HUD
and NASA are operating right now, build-
ing demonstration new homes.

Myr. DOMENICI. On the other hand,
speaking of the existing provisions in the
bill regarding new construetion, I still
ask the question of the Senator, this has
not special treatment for insulation or
solar energy with reference to new
homes?

Mr. MOSS. No. They must rely on that
gjther incentive rather than this incen-
ive.

Mr. DOMENICI. I ask the Senator
what is there in the existing proposal
that would be an incentive?

The PRESIDING OFFICER. All time
on the amendment of the Senator from
New Mexico has expired.

Under the previous order, the Chsir
lays before the Senate the motion to
close debate on H.R, 2166, the time to
be equally divided and controlled by the
Senator from Louisiana (Mr. Long) and
the Senator from Nebraska (Mr. CURTIS).

Who yields time?

Mr. LONG. Mr. President, I ask
unanimous consent that the Senator
from Alabama be given 10 minutes of
my time, that 10 minutes of my time
might be taken for the Senator from
Alabama to offer his amendment.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SPAREKMAN. Mr. President, I
send an amendment to the desk and ask
the clerk to report.

The PRESIDING OFFICER. The clerk
will report.

The legislative clerk read as follows:

At the appropriate place, insert the fol-
lowing new section:

Sec. . Lmarration ON InpusTRIAL DEVELOP-
MENT BoNDs

{a) Sectlon 103(c)(8) of such Code (re-
lating to exemption from Industrial devel-
opment bond treatment for certain small
issues) is amended—

(1) by striking out *“$5,000,000" in the
heading of subparagraph (D) and by Insert-
ing in lleu thereof “$10,000,000™;

(2) by striking out “8$5,000,000" In sub-
paragraph (d) (1) and by Inserting in lieu
thereof *$10,000,000.

(b) The amendments made by subsection
—— shall apply with respect to obligations
issued after the date of enactment of this
Act.

The PRESIDING OFFICER. The Sen-
ator from Alabama.

Mr., SPARKMAN. Mr. President, this
is essentially a small business proposition
and one that instead of costing the Gov-
emment money will actually make a
profit to the Treasury of the United
States because what it does is to lift to a
reasonable level the amount that would
be available for industrial development
bonds. Those bonds are issued, they are
tax-exempt bonds, for the purpose of al-
lowing development companies to build
plants. Ordinarily they are small plants
that will employ 25, 30, 50 people, but it
will create jobs in places where they are
needed, and will actually pay a profit to
the Federal Government as the result of
their production.

Mr. CURTIS. Mr. President, will the
distinguished Senator yield?

The PRESIDING OFFICER. Will the
Senator yleld?

Mr. LONG. Will the Senator yield?
This amendment was offered in the com-
mittee and it was discussed and voted on.

Now, it is not germane to the bill as it
stands, but I think that——

Mr. SPARKMAN. However—

Mr. LONG. Wait just a minute. I think
this amendment should be voted on by
the Senate. It was voted on by the com-
mittee, and I ask unanimous consent that
the amendment offered by the Senator
be considered germane to the bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SPARKMAN. Mr. President, will
the Senator yleld?

Mr. LONG. Yes.

Mr. SPARKMAN. The Senator will re-
call last night that was established on
his request.

Mr. LONG. That is what I wanted to
get clear.

Mr. SPARKMAN. Yes.

Mr. LONG. Senator, when cloture is
voted, if it is, we can then proceed to
handle this amendment in the ordinary
fashion after the others we have agreed
to vote on and, at that point——

Mr. SPARKMAN. That is the point of
the Senator’s unanimous consent request.

Mr, LONG. That is what I had in mind.
At that point there will be more Senators
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here. In fact, I ask that this amendment
be made the pending amendment after
we have disposed of the other amend-
ments we have already agreed to vote on.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WEICKER. Will the Senator yield
for a minute?

Mr. LONG. Yes.

The PRESIDING OFFICER (Mr,
Forp). The Senator from Connecticut.

Mr. WEICKER. Mr. President, I ask
unanimous consent that an amendment
printed as Calendar No. 39, but without
the strike section, which relates to tax-
free interest on savings accounts, be
considered germane.

Mr. LONG. Mr. President, I am going
to give consent to his amendment that
would add a tax advantage for the——

Mr. CURTIS. I will object on the ger-
maneness.

Mr. WEICKER. It would be to——

The PRESIDING OFFICER. Will the
Senator use his microphone so he can be
heard?

Mr. LONG. I yield to the Senator on
my time.

The Senator, I believe, would have an
exemption——

Mr. WEICKER. For interest that
stems from savings accounts, where those
savings accounis are involved with
money going to the homebuilding
industry.

Mr. LONG. Mr. President, I ask unani-
mous consent the Senator may offer
an amendment as an addition to the
bill which would provide for an exemp-
tion of interest on savings accounts. That
is what he has in mind.

Mr. WEICKER. That is correct.

The PRESIDING OFFICER. Without
cbjection——

Mr. PASTORE. Now, wait a minute,
please,

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. PASTORE. Reserving the right
to object, why can we not dispose of this
amendment before the cloture petition,
if we begin to——

Mr. LONG. I would like to dispose of a
lot of them before cloture.

Mr. PASTORE. I do not think it would
take long.

Mr. LONG. We have nine other
amendments waiting to be voted on.

Mr. PASTORE. I understand they
have been discussed.

Mr. LONG. The other amendments
have been discussed.

Mr. WEICKER. I would like to pro-
tect myself, if I could, so that if cloture—
the hour comes, I am not left out with-
ous an opportunity to present my amend-
ment.

Mr, PASTORE. I have no cerlous ob-
jection to it, but only as a question of
expedition, I was wondering why we
could not take it up right now.

Mr. WEICKER. A time now, before or
after——

Mr. LONG. Well, I have nine other
amondments I want voted on first.

So I ask unanimous consent that the
Senator may offer an amendment to add
at the end of the bill an amendment
dealing with a deduction for interest on
deposits in gqualified savings institutions.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Now, Mr. President——

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

Mr. LONG. If the Senator has not pre-
pared it, I believe there is an amend-
ment somewhere to strike the provision
with regard to the tax credit on new
homes, and that would be germane. But
if there is no such amendment at the
desk, I ask consent that it be in order for
someone to offer an amendment to strike
the provision that deals with a tax credit
on the purchase of new homes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Now, Mr. President, I send
to the desk two additional amendments.
I believe these are germane to the bill,
but I ask they be regarded as read.

The PRESIDING OFFICER. The clerk
will state the amendments.

The legislative clerk proceeded to read
the amendments.

Mr. CURTIS. Well, germane——

The PRESIDING OFFICER. Without
objection, the amendments are consid-
ered en biloc.

Mr. LONG. I yield to the Senator from
Nebraska.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. CURTIS. Mr. President, T have an
amendment that corrects a date in refer-
ence to the private pension law that we
completed some time back.

I ask unanimous consént that the rule
on germaneness be waived regarding this
amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, CURTIS. I send the amendment
to the desk.

Mr. BEALL. Will the Senator yield?

Mr. LONG. I yield to the Senator from
Maryland.

The PRESIDING OFFICER. Without
objection, the request regarding the
amendments of the Senator from Louisi-
ana is agreed to.

Mr. LONG. All I am asking is that the
amendments I offered simply be regarded
as read. That is all T am asking,

I do not believe that is need for the
germaneness provision, since I believe
they are germane anyway. I just ask they
be regarded as read.

Mr. BEALL. I have an amendment at
the desk offered by Mr. GoLowaTer and
myself relating to condominium taxa-
tion. May I bring it up now? It is non-
germane.

Mr. LONG. It is not germane?

Mr. BEALL. It is not germane.

The PRESIDING OFFICER. The Sen-
ator from Nebraska, is the Senator ask-
ing for immediate consideration of his
amendment?

Mr. LONG. Mr. President, I ask unani-
mous consent that that amendment be
regarded as germane for purposes of the
rule without broadening the germane-
ness requirement in any other respect.

The PRESIDING OFFICER. Withouf
objection——

Mr. BEALL. Bring it up now——

Mr. LONG. I want to start voting, Sen-
ator,
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Mr. BEALL. We will not be able to
vote until after cloture.

Mr, LONG. If I can gel consent, we
can.

The PRESIDING OFFICER. Will the
Senator from Louisiana make clear one
peint, the last motion was in regard to
the amendment of the Senator from
Nebraska?

Mr. LONG. Yes, the Senator simply
sent an amendment to the desk and
asked it be regarded as germane and I
had no objection.

Mr. BEALL, No. 170 is at the desk.

The PRESIDING OFFICER. I was re-
ferring to the Senator from Nebraska,
and the Senator from Maryland now
has an amendment before or on the
desk?

Mr. LONG. I am simply asking that
be considered germane without preju-
dice to other amendments.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. LONG. Now, Mr. President, we
have before us a number of amendments
with regard to which it was agreed that
the Senate would meet and seek to
reach a decision before cloture was in-
voked.

Under the rule, we would not have 1
hour to discuss whether or not we are
going to invoke cloture.

In my judgment, that would be a waste
of time and so in order to save that time,
because it is going to be a long workday
anyway, I would suggest that we agree
by unanimous consent to proceed to
vote on those amendments that we had
agreed to vote on after cloture.

It had previously been understood they
would be voted on prior to cloture.

I ask unanimous consent that the Sen-
ate now proceed to vote on the first of the
amendments which the Senate had
agreed to vote on immediately after clo-
ture,

The PRESIDING OFFICER. Without
objection——

Mr. CURTIS. Reserving the right to
object——

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. CURTIS. I want to cooperate, but
Just to understand it fully and get the
record straight, it will be—we can yield
part of our hour to discussion of a par-
ticular vote that is coming up——

Mr. LONG. It was these amendments
with regard to which there is a time
limitation.

We came in with the understanding
that these amendments would briefly
come and would have votes, there would
not have been time for all Senators to
put their amendments under the limita-
tions and to have had a vote on them.

Therefore, rather than vote on- these
which we came in this morning to do,
consent was given they be regarded as
germane anc voted on immediately,

For example, we came here with the
understanding we were going to vote on
the amendment by Senator Hart, relat-
ing to the Chrysler Corp. We were going
to vote on that amendment this morning
before cloture.

Now, Mr. President, now that we are
ready to vote on all those amendments,
rather than spending an hour talking
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about cloture, I want the Benate to
simply proceed to start voting.

I think we should vote on the Chrysler
amendment first.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. MANSFIELD. Mr. President, re-
serving the right to object, how many
votes will there be, may I ask the dis-
tinguished manager of the bill?

The PRESIDING OFFICER. Nine.

Mr. MANSFIELD. Now, I think in
fairness, we ought to have a brief quorum
eall, not to exceed 5 minutes, so that we
can put Senators on notice——

Mr. LONG. Would the Senator with-
hold that for a moment?

Mr. MANSFIELD. Surely.

Mr. LONG. Mr. President, I send to
the desk an amendment to the Hart
amendment which modifies it, to make
it more as it was when it was reported
by the committee, and the Senator from
Michigan (Mr. PuarLIp A. HarT) has asked
his amendment be so modified.

The PRESIDING OFFICER. Without
objection, the amendment is modified.

The modification is as follows:

In amendment number 262, substitute for
the amendment to the penultimate sentence
of section 301(d)(5) of the bill the follow-
ing: insert immediately before the period on
1. 11, fig. 72 “, and only if such employer
transfers such amount within one year from
the date of the election under section 172
{b) (1) (E) of such Code".

Mr. MANSFIELD, Mr, President, I do
not object, but I would suggest a 5-min-
ute guorum call.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MANSFIELD. I suggest the ab-
sence of a guorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll,

Mr. MANSFIELD. Mr. President, may
I make that the hour for the beginning
of the vote 11 o’clock, and that will give
Members plenty of chance——

The PRESIDING OFFICER. Senator,
there is a quorum in progress.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, MANSFIELD, And I raise my re-
quest from 5 minutes to the hour of 11
o'clock.

Mr. PASTORE. Will the majority
leader—

Would the majority leader ask unani-
mous consent that after the 15-minute
vote, the other votes be 10 minutes?

Mr. MANSFIELD, Yes.

Mr. President, I make that request.
The first vote will take 156 minutes. The
others are back to back, and there will
be eight or nine, I suggest that they be
10-minute votes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will eall the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. BEALL. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BEALL. Mr, President, I send an
amendment to the desk and ask for its
immediate consideration.

Mr. LONG. Mr. President, I suggest
the absence of a quorum. I would like
the Members to be notified that we are
gol ' to start to vote.

The PRESIDING OFFICER. The
clerk will call the roll.

The second assistant legislative clerk
proceeded to call the roll,

Myr. LONG. Mr, President, I ask unani-
mous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDENT NO. 170

Mr. BEALL. Mr. President, I call up
my amendment No. 170 and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

Mr. BEALL. Mr. President, I ask unani-
mous ‘consent that further reading of
the amendment be dispensed with,

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. Bearr's amendment, which is co-
sponsored by M. GOLDWATER, is as fol-
lov-s:

At the end of the bill insert the following
new section:

Sec. . (a) Section 601(ec) of the Internal
Revenue Code of 1954 (relating to list of
exempt organizations) is amended by adding
at the end thereof the following new para-
graph:

“{20) Corporations or organizations, such
as condominium assoclations, homeowner as-
sociations, or cooperative housing corpora-
tions (as defined In section 216(b) (1)), not
organized for profit, the membership of which
is limited to the owners or oecupants of resi-
dential units in the condominium, housing
development, or cooperative housing corpora-
tion, and operated exclusively for the man-
agement, operation, preservation, mainte-
nance, or landscaping of the common areas
and facilities owned by such corporation or
organization or its members situated con-
tiguous to such houses, apartments, or other
dwellings, or for the management, operation,
preservation, maintenance, and repair of such
houses, apartments, or other dwellings owned
by the corporation or organization or its
members, but only if no part of the net
earnings of such corporation or organization
Inures (other than through the performance
of related services for the members of such
corporation or organization) to the henefit
of any member of such corporation or orga-
nization or other person.”

(b) Section 6512(a) of the Code Is amended
to add after paragraph (4) the following:

*(6) BPECIAL RULE APPLICABLE TO ORGANIZA-
TIONS DESCRIBED IN SECTION 501(c) (20).—

“(A) GenERAL RULE.—In the case of an or-
ganization described in section 501(e¢)(20),
the term ‘unrelated business taxable income’
means the gross income (excluding any mem-
bership Income), less the deductions allowed
by this chapter which are directly connected
with the production of the gross income (ex-
cluding any membership income), both com-
puted without regard to the modification pro-
vided in paragraph (1) of subsection (b).

“(B) MeMBERsHTP INCOME—For purposes
of subparagraph (A), the term ‘membership
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income’ means the gross income from assess-
ment, fees, charges, or slmllar amounts re-
ceived from members of the organization for
expenditure in the preservation, mainte-
nance, and man>gement of the common areas
and facilities of or the residentlal units In
the condominium or housing development.”

(¢) The amendment made by this section
applies to taxable years beginning after De-
cember 31, 1973,

Mr. BEALL. Mr, President, T ask unan-
imous consent that my colleague from
Maryland (Mr. MaTHIAS) be added as &
COSPONSOT.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BEALL subsequently said: Will
the Senator yield fer a unanimous-con-
sent request?

Mr. LONG. Yes.

Mr. BEALL. Mr. President, I ask unan-
imous consent that on the amendment
that I introduced which was recently
adopted, in addition to the cosponsor
mentioned at the time I called up my
amendment, the following be added as
cosponsors: Senators FonNc, STEVENS,
Crawston, Hatrierp, MCCLELLAN, THUR=-
mowD, TUNNEY, TarT, and BUCKLEY.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BEALL. Mr. President, I am foday
proposing an amendment designed to
exempt from income taxation the mem-
bership contributions in reserve funds
accumulated by condominium housing
assoclations, homeowner associations,
and cooperative housing corporations in
order to defray future, high-cost main-
tenance and repair bills.

This legislation, if enacted by the Con-
gress, would overcome recent Internal
Revenue Service rulings which held that
condominiums and housing associations
are in fact corporations under the law,
and thus can be taxed at corporate
levels. The practical effect of these rul-
ings, if allowed to stand by the Congress,
would severely hamper the develop-
ment of such housing concepts by plac-
ing heavy tax penalties on the accumula=
tion of reserve funds, and thus require
associations to make heavy assessments
on homeowners whenever extensive re-
pairs must be made.

Mr. President, condominium and co-
operative home ownership has become
a most attractive—and often the only—
way for many Americans to own a home.
We are familiar with it in this area. In
urban areas, and other areas of dense
population, such as resorts, condomin-
ums, and cooperatives offer an efficient
method of housing large numbers of
people in a relatively small area.

A recent survey of 25 metropolitan
areas revealed that half of all new hous-
ing units in these areas in 1973 were con-
dominium units. At a time when this Na-
tion is facing severe housing problems,
particularly for low- and moderate-
income persons, it seems to me highly
unwise to lay tax barriers before the
development of this promising concept.

In this period of spiraling inflation,
especially in the housing market, single-
family homes are simply out of the reach
of many Americans, In the Washington
area an average existing home now sells
at about $49,700, a 9.5-percent increase
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over 1973, and the average new home
sells for $48,900, an 8.4-percent increase
over the same period. Obviously, for
young families, retirees, for moderate-
income people, such prices are completely
out of reach. The condominivm and co-
operative concepts offer them the chance
to be a homeowner. Congress has
throughout our tax laws recognized the
social good of homeownership, and has
encouraged its development by allowing
deductions for such things as mortgage
interest and property tax payments. To
permit these latest IRS decisions to stand
would fly in the face of our effort to assist
Americans in owning their home.

Let us look at what a condominium
really is. A condominium is simply a plan
of ownership which permits individuals
to own directly a portion of the building
in which they live, as well as part of the
land underneath it. It provides for the
separate ownership by each owner of a
unit or apartment in the building and
for the common ownership of the under-
lying land and public or commonly used
improvements.

Owners typically are responsible for
the maintenance of the interior of their
units. But to meet the maintenance needs
of commonly held areas, they form asso-
ciations to handle these chores. Usually,
this ownership management association
takes the form of a corporation, in order
to protect owners from unlimited lia-
bility.

Homeowner associations, usually found
in planned unit developments, and coop-
eratives also make use of this vehicle to
accomplish needed maintenance.

Unit owners then pay, usually in
monthly instaliments, a sum to the man-
agement organization or the association
to meet these maintenance costs. The
bulk of the monthly assessment will be
used for utilities, current maintenance
and repairs and capital replacement and
repalrs. However, a smaller portion of
this fee will be set aside in a reserve for
future capital replacement and repairs,
such as for major repairs to roofs, side-
walks, heating and air conditioning
equipment and recreational facilities. Of
particular note is that most lenders and
private mortgage insurers require re-
serves. The same is true of secondary
purchasers of mortgages such as the Fed-
eral National Mortgage Association and
the Federal Home Loan Mortgage Cor-
poration.

It is these reserve funds which will
bear the burden of this capricious and
unfair IRS decision. The amount of this
tax involved could well be as high as 48
percent at the Federal level, in addition
to any State corporation tax.

There are over 20,000 “community as-
sociations,” which include condominiums,
home associations in planned unit devel-
opments and townhouse communities, in
the country today, a number I might add
that is growing at a rate of about 4,000
associations per year. To allow these rul-
ings to stand would be to force each and
every owner to pay the high tax assess-
ments on this reserve fund, an amount
which is often in the tens of thousands
of dollars.

And is it fair? I do not believe so. To
prove my point, take this example;
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If citizen A and citizen B decide to
establish a joint bank account to pay for
future repairs to their driveway, they
will not be penalized for their thrift by
having those deposited funds taxed.

Yet, when a condominium, homeowner,
or cooperative housing association pools
its resources, essentially for the same
reason, it is taxed at corporate levels.

Additionally such a tax is, in my judg-
ment, double taxation on these residents.
The owner has already paid income taxes
on the money deposited with the associ-
ation for maintenance, but he must in
effect pay another higher tax when that
money goes into the reserve.

So what we have, In fact, is a situa-
tion whereby Government and private
lenders are requiring the maintenance
of a reserve as a good, sound financial
procedure, but another Government
agency—the IRS—has decided, In effect,
to preclude the development of such a
viable fund by taxing it to death.

Some of my colleagues are probably
asking themselves, “How did these asso-
ciations get into this position?”

On Janunary 15, 1974, the Internal Rev=
enue Service, in Revenue Ruling 74-17,
ruled that organizations—

Formed by the unit owners of a condo-
minium housing project to provide for the
management, malntenance and care of the
common areas of the project, as defined by
State statute, with membership assessments
paid by the unit owners does not qualify for

exemption under section 501(c)(4) of the
code,

This decision reversed the traditional
IRS interpretation which stated that or-
ganizations which are operated primarily
for the purpose of bringing about civic
betterment and social improvement, such
as condominiums, were tax-exempt.

On March 6, 1974, much of the sub-
stance of Revenue Ruling 74-17 was ap-
plied to homeowners associations al-
though not in such an all-inclusive order,
as was the case with condominiums. In
Revenue Ruling 74-99, a homeowners’
association may qualify for exemption
under section 501(c) (4) of the code, if,
first, it serves a “Community” which
bears a reasonable recognizable relation-
ship to an area ordinarily identified as
governmental; second, does not conduct
activities directed to the exterior main-
tenance of private residences; and third,
offers the common areas or facilities it
owns for the use of the general public.

Thus, although some homeowner as-
sociations will still be tax-exempt, most
will no longer receive the exemption they
also have previously enjoyed.

Cooperatives also face these same
heavy tax burdens when they accumu-
late excess assessments. In Park Place,
Ine. v. Commissioner of Internal Reve-
nue (57 T.C. 767 (1972) the Court found
that excess assessments from members,
over and above, those amounts used for
current operating expenses, were tax-
able, Thus, this ruling also prohibits co-
operatives from accumulating reserves
necessary for the saccomplishment of
long-term or costly maintenance tasks.

Mr. President, the individual home-
owner does not have to pay a tax on the
money he saves and expends for mainte-
nance. But because of these rulings, the
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condominium, cooperative, and planned
unit development homeowner does. In
effect, the Internal Revenue Service has
made the performance of these services
much more costly to these homeowners
than to other homeowners. The dis-
crimination could not be clearer.

Mr. President, my amendment seeks
to end that diserimination. It would ex-
empt from corporate taxes the income
derived by condominium homeowners
and cooperative housing associations
from owner assessments for the purpose
of maintaining, repairing, and replacing
common property items. The measure re-
quires that such corporation be operated
exclusively for the preservation, main-
tenance, management, operation, and
repair of the common buildings, grounds
and facilities of the association, and does
not allow such associations to engage in
any profitmaking ventures not connected
with the performance of services for the
benefit of individual members of the
assoclation.

Additionally, membership in these as-
sociations, for the purposes of the amend-~
ment, would be limited to owners or oc-
cupants of residential units in the con-
dominium, housing development, or co-
operative housing corporation. Thus, by
inclusion of this standard, we are pre-
cluding the use of this exemption by
commercial operations who might seek
such favorable tax treatment.

Finally, to make absolutely certain that
this new section will not be subject to
abuse, my proposal includes a special rule
applicable to such organizations as I have
described which makes it unmistakably
clear that only membership income—
that income derived from assessments,
fees, or charges received from members
of the association for maintenance and
management of the development—is ex-
empt, and that other income, from what-
ever source, including interest, is still
subject to taxation.

In short, all this legislation does is ex-
empt from tax those reserve funds ac-
cumulated by housing associations
through membership assessments for the
purpose of maintaining the common
buildings, grounds, and facilities of con-
dominium, cooperative or homeowner
associations.

Mr. President, condominiums, coopera-
tives, and homeowner associations are
not organized for profit. They are orga-
nized for the mutual benefit of the asso-
ciation members, and for the community
at large. A well-run, properly maintained
condominium development improves the
area in which it is located, as well as pro-
viding possibly the only opportunity for
potentially millions of Americans to ovm
a home.

My amendment merely seeks to return
things to the way they were prior to the
time these two discriminatory tax rulings
were made.

I do not believe Congress wants to
place disincentives before potential
homeowners, and thus I urge the Senate
to rectify this situation by acting favor-
ably on this legislation.

I would suggest to the distinguished
chairman of the commitiee and the
ranking minority member that this
amendment is something that does not
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do any injustice at all to the equity of
our tax system. As a matter of fact, it
will bring about a greater eguity and pro-
vide an inducement for people to engage
in this type of homeownership.

I ask the chairman and ranking mem-
ber if they would be willing to accept the
amendment.

Mr. LONG. Mr. President, I believe
this is a good amendment. There are
some points which I believe can be worked
out in eonference. I know of no opposi-
tion to the amendment. I am prepared
to accept the amendment.

Mr. GOLDWATER. Mr. President, this
amendment of which I am a cosponsor is
similar to a bill that I now have pending
before the Finance Committee, S. 411. My
bill and this amendment would exempt
from double taxation the membership
confributions and assessments which are
accumulated in reserve funds established
by condominium and homeowners' asso-
ciations, and by cooperative housing cor-
porations, to defray future maintenance
and repair bills.

In recent revenue rulings, the Internal
Revenue Service has held that these re-
serve funds are subject to income tax at
corporate tax levels. These rulings are
unfair,

They discourage the setting aside of
money for future housing improvements
and repairs, and they clearly impose &
double tax on the money deposited with
community housing associations and cor-
porations by providing that the members
must pay a second and higher tax, on
amounts for which they have already
paid individual income taxes, when these
amounts go into the reserve.

Mr. President, let me emphasize that
we are not talking about the tax on divi-
dends, interest, or capital gains. I am only
referring to that portion of the assess-
ments or dues that are set aside for fu-
ture improvements and replacements to
private residences by community housing
organizations.

A homeowner who lives in a noncondo-
minium residence or a noncooperative
apartment corporation is not taxed on
the principal he puts in a reserve for such
purposes, and why, I must ask, should the
members of townhouse, condominium,
and cooperative housing corporations?

It is downright disgraceful to accept a
tax ruling against citizens which amounts
to “double tax jeopardy,” and I urge ap-
proval of our amendment to the Tax Re-
duction Act which will correet this
situation.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment.

The amendment was agreed to.

Mr. CURTIS. Mr. President, I call up
the amendment which I have just sent
to the desk, and ask for its immediate
consideration. It relates to the time for
making contributions to certain pension
plans.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. CURTIS. Mr. President, I ask that
further reading of the amendment be
dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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The amendment is as follows:
At the appropriate place insert the follow=

Sec. — Time for Making Certain Contribu-
tlons to Pension Plans.

Amend Section 2001(i) of Public Law 93—
406, the Employee Retirement Income Secu-
rity Act of 1974, by adding at the end thereof
& new paragraph:

“(7) Notwithstanding any other pravision
of law, amounts contributed before the day
after the date on which the tax return on a
self-employed Individual (within the mean-
ing of Sec. 404 of the Internal Revenue Code
of 1954) is due including any extensions of
time, to a plan described in such section shall
be treated as contributed before the end of
the taxable year to which such return re-
Iates, if such individual so elects.

Mr. CURTIS. Mr. President, this
amendment corrects a date by which
contributions to a private pension plan
have to be made to make them uniform
for all years. It is a correction of a date.
It could have no conseguences to the
Treasury. I believe it will be accepted.

Mr. President, my amendment would
make a minor but necessary change in
the Keogh plan provisions of the pension
reform act to correct what I believe was
an error in expressing the intent of
Congress.

As you know, the Retirement Income
Security Act of 1974, Public Law 93-406,
liberalized the self-employed or so-called
Keogh plans to increase the 10 percent,
or maximum $2,500 annual set-aside sub-
ject to tax deductions under a Keogh
plan to a new allowance of 15 percent
of earned income—up to $7,500 a year.

The law provides that for 1976 and
future years the taxpayer can make his
Keogh plan contribution up until the
time of filing his return—that is, up until
April 15 or the end of any extension
period. However, for 1974 and 1975, the
law provides that the contribution must
have been made prior to the end of the
calendar year—December 31. I believe
this is unfair, particularly in view of the
faet that the liberalization of the Keogh
plan provisions could be expected to in-
duce more taxpayers than ever before to
take advantage of the deduction. I be-
lieve that the law as written is also il-
logical, since there is no reason I can
discover to treat a taxpayer wishing to
make a Keogh plan contribution dif-
ferently in 1974 and 1975 than in 1876
or later years.

Moreover since this is new legislation
it would be logical to grant more than
rather less fime to comply in the first
vears.

A further point is that taxpayers nor-
mally do not have the facts in nand at
the end of the calendar year to caleulate
what a 15 percent of income contribu-
tion to a Keogh plan should be—but this
information does become apparent as
work progresses on one’s income tax re-
turn due April 15.

A parallel situation exists with regard
to corporations, which are allowed under
the tax code to make charitable eontri-
butions—which in effect are also de-
ductions from gross income—up nntil 80
days after the close of their fiscal year.

Mr, President, my amendment would
simply amend the Retirement Income
Security Act to provide that Keogh plan
contributions made by the date on which
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the tax return of a self-employed indi-
vidual is due, including any extensions
of time, shall be treated as contributed
before the end of the taxable year to
which such return relates, if such indi-
vidual so elects. This allows the taxpayer
to do for 1974 and 1975 what present law
allows them to do for 1976 and there-
after.

Mr, LONG. Mr. President, I know of
no objection to this amendment. I would
be prepared to take the amendment to
conference.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment.

The amendment was agreed to.

Mr. LONG. Mr. President, unless
someone else has an amendment that
can be disposed of briefly, or that would
be noncontroversial, I would suggest that
we now have a quotrum call, and at the
end of the quorum call we proceed to
vote on amendment No. 262.

The PRESIDING OFFICER. Is the
Senator suggesting the absence of a
quorum?

Mr. LONG. I ask unanimous consent
that after a quorum has been determined
to be present, the Senate then proceed
to vote on amendment No. 262.

Mr. PASTORE. Will the Senator yield
on that point? Is the Senator suggesting
a live quorum? That is the only way that
can be determined. I hope we do not get
into a live quorum. Just have a quorum.

Mr. LONG. Mr, President, I suggest the
absence of a quorum.

The PRESIDING OFFICER. The clerk
will eall the roll.

The second assistant legislative clerk
proceeded to call the roll.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER (Mr. Pas-
TORE) . Without objection, it is so ordered.

Mr. MANSFIELD, Mr. President, I ask
unanimous consent that a nongermane
amendment to be offered by the Senator
from Alabama (Mr. ALLEN), who is de-
tained in the Rules Committee, counting
votes, be considered after the vote on
cloture; that there be a time limitation
on the amendment of 10 minutes, the
time to be divided in the usual manner.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and it
is so ordered.

Mr. LONG. Mr. President, I ask unani-
mous consent that the amendment by
Mr. ArLeN, while the germaneness has
been waived, will not thereby make ger-
mane other amendments that might be
relevant to the Allen amendment.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and
it is so ordered.

Mr. LEAHY. Mr. President, will the
Senator yield?

Mr. LONG. I yield.

Mr. LEAHY. Mr. President, I ask unan-
imous consent that Herbert Jolovitz,
a member of my staff, may have the priv-
flege of the floor during all votes pertain-
ing to the tax bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOLE. Mr. President, does the
Benator from Kansas correctly under-
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stand that earlier this morning, the
chairman obtained unanimous consent to
consider anything in the original com-
mittee bill to be germane, notwithstand-
ing the outcome of the cloture vote?

Mr. LONG. That is correct.

Mr. DOLE. So that anything that was
in that bill could be offered, whether or
not cloture is invoked?

Mr. LONG. It was agreed that any-
thing that was in the Senate Finance
Committee amendment or anything that
was germane to what was in the Senate
Finance Committee amendment would
be relevant.

Mr. MANSFIELD. Vote!

Mr. LONG. Mr. President, under the
previous order, I believe the clerk should
call the roll.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment by the Senator from Michigan (Mr.
Prarrre A, Hart). On this question the
yeas and nays have been ordered, and the
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr, GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKwoOD),
and the Senator from Alaska (Mr. StE-
VENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. Tarr) is absent due to
illness.

I further announce that, if present and
voting, the Senator from Ohio (Mr.
Tart) would vote “yea.”

The result was announced—yeas 50,
nays 46, as follows:

[Rollcall Vote No. 92 Leg.]
YEAS—50

Hansen
Hart, Philip A.
Hartke
Hruska
Huddleston
Inouye
Johnston
Eennedy
Laxalt
Leahy
Long
Mansfield
McClure
McGee
McGovern
Metealf
Mondale

NAYS—46

Cranston
Culver

Curtis
Domenicl
Hart, Gary W.
Haskell
Hatfield

Abourezk
Baker
Bentsen
Brooke
Case
Ciark
Dale
Eagleton
Eastland
Fannin
Fong
Ford
Garmn
Glenn
Goldwater
Gravel
Griffin

Montoya
Nelson
Pastore
Fearson
Percy
Proxmire
Roth
Scott, Hugh
Scott,
‘William L.,
Stafford
Stennis
Symington
Thurmond
Tower
Williams
Young

Allen
Bartletut
Bayh
Beall
Bellmon
Biden
Brock
Buckley
Eumpers
Burdick

McIntyre
Morgan
Moss
Muskie
Nunn

Pell
Randolph
Ribicoff
Schweiker
Sparkman
Stevenson
Sione
Talmacdge
Tunney
Weicker

Hathaway
Helms
Hollings
Byrd, Humphrey
Harry F., Jr. Jackson
Byrd, Robert C. Javits
Cannon Magnuson
Chiles Mathias
Church McClellan

NOT VOTING—3

Packwood Btevens Taft

So Mr. Pumnir A, Harr's amendment
was agreed to.

Myr. PASTORE. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to, and I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there
a sufficient second?
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Mr. GRIFFIN. I move to lay that mo-
tion on the table.

Mr. PASTORE. I ask for the yeas and
nays.

The PRESIDING OFFICER. There is a
sufficient second. The yeas and nays are
orr.:ered on the motion to reconsider the
vote.

Mr. GRIFFIN. No, Mr. President, I
moved to lay that motion on the table.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the motion to lay
on the table the motion to reconsider,

Mr. PASTORE. I ask for the yeas and
nays.

The yeas and nays were ordered.

The PRESIDING OFFICER (Mr. Mc-
IntYrE). The guestion is on agreeing to
the motion to lay on the table the mo-
tion to consider the vote by which the
amendment of the Senator from Michi-
gan (Mr, PHiLIie A, HART) was agreed to.

On this question, the yeas and nays
have been ordered, and the clerk will
call the roll.

The second assistant legislative clerk
proceeded to call the roll.

Mr. BUMPERS, Mr. President, a par-
liamentary inguiry.

The PRESIDING OFFICER. Debate is
not in order during a rollcall, The Sen-
ate will be in order. Senators will take
their seats. There are six or seven Sena-
tors holding conversations in the aisles.

The clerk may proceed.

The rollcall was resumed.

Mr. NELSON. Mr. President, the Sen-
ate is not in order. We cannot hear the
votes.

The PRESIDING OFFICER. The Sen-
ate will be in order. Senators will take
their seats and desist from conversations,
or take them to the cloakrooms. Sena-
fors must maintain order so that the roll
may be called.

The rolleall was resumed and con-
cluded.

Mr. GRIFFIN., I announce that the
Senator from Oregon (Mr. PACKwWoOD),
and the Senator from Alaska (My.
STEVENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr, Tarr) is absent due fo
illness.

I further announce that, if present
and voting, the Senator from Ohio (Mr
Tart) would vote ‘“yea.”

The result was announced—yeas 53,
nays 43, as follows:

|Rollcall Vote No. 93 Leg.]
YEAS—53

Hansen
Hart, Philip A.
Hartke

Helms
Hruska
Huddleston
Inouye
Javits
Johnston
EKennedy
Laxalt
Leahy
Long
Mansfield
MeClellan
McClure
McGee
McGovern

NAYS—43

Beall
Bellmon
Bumpera

Abourezk
Baker
Bentsen
Biden
Brock
Erooke
Buckley
Case
Clark
Dole
Eagleton
Fannin
Fong
Ford
Garn
Glenn
Gravel
Griffin

Mondale
Montoya
Nelson
Pearson
Fercy
Proxmire
Randolph
Roth

Scott, Hugh
Scoit

William L.
Staflford
Stevenson
Symington
Thurmonc
Tower
Williams
YO\lng

Allen
Bartlett
Bayh

Burdick

Byrd,
Harry F., Jr.
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Byrd, Robert C. Hatfleld
Cannon Hathaway
Chiles Hollings
Church Humphrey
Cranston Jackson
Culver Magnuson
Curtis Mathias
Domenlel McIntyre
Eastland Metealf
Goldwater Morgan
Hart, Gary W. Moss
Iinskell Muskie
NOT VOTING—3

Packwood Btevens Taft

So the motion to lay on the table was
agreed to.

The PRESIDING OFFICER. We pro-
ceed to the next amendment, the amend-
ment offered by the distinguishei Sen-
ator from California (Mr. TUNNEY).

Mr. LONG. Mr. President, I ask that
this rolicall be limited to 10 minutes.

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment of
the Senator from California. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

The PRESIDING OFFICER (Mr, GARY
W. Harr). The clerk will suspend the
rollcall until the Senate is in order. Sen-
ators will clear the alsles and clear the
well. The Senate will be in order.

The assistant legislative clerk resumed
the eall of the roll.

The PRESIDING OFFICER. The Sen-
ate will be in order.

The assistant legislative clerk resumed
and concluded the call of the roll.

Mr. BIDEN (when his name was
called) . Present.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKEWOOD)
and the Senator from Alaska (QMr.
STEVENS) are necessarily absent.

I further arnounce that the Senator
from Ohio (Mr. Tarz) is absent due fo
illness.

I further announce that, if present and
voting, the Senator from Ohio (Mr.
TarT) would vote ‘‘nay.”

The result was announced—yeas 56,
nays 39, as follows:

[Rolleall Vote No. 94 Leg.]
YEAS—56
Hart, Philip A,
Hartke
Haskell
Hatfie.d
Hathaway

Nunn
Pastore
Pell
Ribicoff
Schweiker
Sparkman
Stennis
Stone
Talmadge
Tunney
Welcker

Abourezk
Bayh
Bentsen
Brooke
Buckley
Bumpers He.ms
Burdick Hollings
Byrd, Robert C. Huddleston
Cannon Humphrey
Case Inouye
Clark Javits
Cranston Johnston
Culver Kennedy
Eagleton Leahy
Eastland Long
Mathias
McoGee
McGovern
Metcalf

NAYS—39
Fong
Garn
Goldwater
Griffin
Hansen
Hruska
Jackson
Laxalt

Magnuson
Mansfie!d
McClellan
McClure
McIntyre
Morgan

Mondale
Montoya

Schweiker
Scott, Hugh
Stafford
Stennis
Stevenson
Stone
Thurmond
Tunney
Welcker
Williams

Bartlett
Beall
Belimon
Brock

Byrd,
Harry F., Jr.
Chiles
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ANSWERED “PRESENT"—1
Biden

NOT VOTING—3
Packwood Stevens Taft

So Mr. Tunney's amendment was
agreed to.

Mr. LONG. Mr. President, I ask unan-
imous consent that the next rolicall be
limited to 7 minutes.

The PRESIDING OFFICER. Is there
objection?

Mr. GRIFFIN. I object.

The PRESIDING OFFICER. Objection
is heard.

Mr. LONG. It is 10 minutes.

The PRESIDING OFFICER. Ii is 10
minutes.

Mr. MOSS. Mr. President——

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr, MOSS. Mr. President, I understand
that my amendment is the next one on
the list.

Mr. President, I ask unanimous con-
sent that I may modify my amendment
and ask the Senator from New Mexico
if this modification would be acceptable
to his amendment in the event that it
is accepted now.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, I ac-
cept the Senator’s modification as he
presents it at the desk to my pending
amendment.

The PRESIDING OFFICER. Without
objection, the amendment of the Senator
from New Mexico will be accordingly
modified.

The amendment, as modified, is as
follows:

At the end of the last page, insert the
following Title entitled, “structural Energy
Conservation Incentives.”

Secrion 1. (a) The Congress finds that—

(1) present national energy sources are
limited and the capacity of the national
energy supply system to meet future demand
is threatened;

(2) it is in the national interest to con-
serve energy by moderating the demand for
fossil fuels and by lmproving the efficlency
with which such fuels are used;

(3) significant energy savings for the Na-
tion and the consumer may be achieved by
applying existing methods of energy con-
servation to the thermal design of various
residential units and

{4) it is an Important national objective
to encourage sound investment practices
which improve the thermal deslgn of warl-
ous resldential units and Increase the use
of solar energy in heating and cooling such
units.

(b) It is the purpose of this Act to estab-
lish a system of Income tax credits and in-
comeé tax deductions In order to promote
improvement of the thermal deslgn of wari-
ous residential units and to promote the
use of solar-energy devices in residences.
INCOME TAX CREDIT FOR CERTAIN EXPENDITURES
RELATING TO THERMAL DESIGN OF RESIDENCES

Bec. 2. (a) Subpart A of part IV of sub-
chapter A of chapter 1 of the Internal Rev-
enue Code of 1954 (relating to credits against
tax) is amended by redesignating section
42 as section 43 and by inserting immedi-
ately after section 41 the following section:
“SEC, 42. EXPENDITURES RELATING TO THERMAL

DesioN oF Taxpaver's RESIDENCE.
: “(:} GeNERaL RuLE.—There shall be al-
owed as a credit a 5t the tax im
this chapter - i cohid
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“{1) an amount equal to the ordinary and
necessary expenses pald by a taxpayer dur-
ing the taxable year for the improvement
of the thermal design of any residential units
by that taxpayer through the purchase of
conventional materials or through the pur-
chase of solar heating and cooling equip-
ment;

“{2) an amount equal to the ordinary and
necessary expenses pald by a taxpayer, in-
cluding a contractor, during the taxable year
for the installation by that taxpayer, of in-
sulation and caulking materials to the ex-
tent these materials exceed in the amount
the specifications for such materials in the
Department of Housing and Urban Develop-
ment Minimum Property Standards, and
storm windows, storm doors, and sclar heat-
ing and cooling equipment, in any ney" resi-
dential unit; and

“(3) An amount equsl to the ordinary and
necessary expenses paid by a taxpayer during
the taxable year for the improvement of the
thermal design of any new or existing com-
mercial building by that taxpayer through
the purchase of conventional materlals or
through the purchase of solar heating and
cooling equipment

“(A) (1) 40 percent of the qualified insula-
tion expenditures for conventional materials
paid by the taxpayer during the taxable year
with respect to any residence to the extent
that such expenditures do not exceed 8500,

tus
- “(2) 20 percent of the gualified insulation

tures for conventional materials paid
by the taxpayer during ihe taxable year with
respect to such residence to the extent that
such expenditures exceed §500; and

“(b) GENERAL LimrratioN.—(1) The credit
allowed by subsection (a) shall be limited
to_

“(B) (1) 40 percent of the qualified solar
energy equipment expenditures pald by the
taxpayer during the taxable year with re-
spect to any residence to the extent that such
expenditures do not exceed $1,000, plus

“(2) 20 pereent of the qualified insulation
expenditures pald by the taxpayer during
the taxable year with respect to such resi-
dence to the extent that such expendltures
exceed $1,000 but do not exceed $2,000.

“(3) APPLICATION WEITH OTHER CREDITS.—The
credit nllowed by subsection (a) shall not
exceed the amount of the tax imposed by this
chapter for the taxable year reduced by the
sum of the credits allowable under section 33
(relating to foreign tax credit), section 35
{relating to partially tax-exempt interest),
section 37 (relating to retirement Income),
section 38 (relating to Investment in certain
depreciable property), and section 41 (re-
Iating to contributions to candidates for
public office).

“({c) CARRYBACK AND CaRrYOVER OF UNUSED
CrEpaTs—If the amount of the credit de-
termined under subsection (a) for any tax-
able year exceeds the limitation provided by
subsection (3)(2) for such taxable year
{hereinafter in this subsectlion referred to
as the "unused credit year’), such excess shall
be—

“(1) & credit carryback to any taxable
year—

“{A) during which the provisions of this
section are in effect; and

“(B) which precedes the unused credit
year; and

“{2) a credit carryover to each of the 4 tax-
abledyears following the unused credif year.

“{d) DEFINITIONS.

“(1) CONVENTIONAL MATERIALS.—For pur-
poses of this section, the term ‘conventional
materials’ includes caulking materials and
insulation, storm windows, storm doors, and
such other materials as so defined by the
Becretary of the Treasury, In cooperation with
the Federal Energy Administrator and the
Secretary of HUD.

*“{2) SOLAR HEATING AND COOLING EQUIP-
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MENT.—For purposes of this section, the term
‘solar heating and cooling equipment' means
any solar heating and cooling eguipment,
solar electric generation devices and sOlar
energy assisted heat pumps, which;

“(A) meets the definitive performance
criteria prescribed by the SBecretary of HUD
under section B of the Solar Heating and
Cooling Demonstration Act of 1974 (Public
Law 93-409; 88 Stat. 1073)."; or which

“{B) meets adequately definitive perform-
ance criteria to be certified acceptable for
receipt of a tax credit or deduction by the
Secretary of the Treasury In cooperation with
the Secretary of HUD. The Secretary of the
Treasury shall take such appropriate actions
to accelerate the development of ‘adequately
definitive' performance criteria to allow cer-
tification of such equipment by not later
than 180 days following enactment.

*(3) For purposes of this section the term
residential units shall Include single family
units and individual residential units within
a multifamily structure.

“(b) The table of sections for such subpart
A i1s amended by striking out the item relat-
ing to section 42 and inserting in lieu there-
of the following new items:

“Sec. 42. Expenditures relating to thermal
design of taxpayer's residence.
“Sec. 43. Overpayments of tax.”.
REPORT

(a) The Secretary of the Treasury or his
delegate shall prepare an annual report In
consultation with the Administrator of the
Federal Energy Administration. Such report
shall be transmitted to the Congress not later
than September 15 of each year, beginning
with 1976 include:

(1) Information with respect to the num-
ber and amounts of credits and deductions
taken under the amendments made by the
foregolng provisions of this Act; (2) the
nature of thermal design improvements
made by taxpayers with respect to their prin-
ciple residences; (3) the geographical areas
of the United States in which such resldences
were located;

{(2) The Administrator of the Federal
Energy Administration, in consultation with
the Secretary of the Treasury, shall—

(1) prepare an analysis of the energy sav-
ings achieved through operation of such
amendments;

(2) coordinate all Federal studies of in-
centives to conserve energy or increase the
development of such clean and renewable
energy resources as, but not limited to, solar
energy policy and program recommendations
on additions or changes to the Federal Energy
Incentives Program (including the tax credit
and tax deduction amendments; and

(3) submit interim reports in conjunction
with the report of Section 4(a), including
findings on energy savings and on recom-
mendations for incentives modifications.

(¢) The Secretary of the Treasury shall
prepare guidelines relating to Sec. 42(d)
above and submit these to Congress for ap-
proval within 90 days following enactment
of this legislation.

TECHNICAL AMENDMENTS

8ec. 5. (a) Bectlon 56(a) (2) (A) of the In-
ternal Revenue Code of 18564 (relating to
fmposiiton of minimum tax) is amended—

(1) in clause (iv) thereof, by striking out
“and"; and

(2) by adding at the end thereof the fol-
lowing new clause:

“(vi) section 42 (relating to expenditures
relating to thermal design of taxpayer's resi-
dence); and'.

(b) Section 6096(b) of the Internal Reve-
nue Code of 1954 (relating to income tax
lability) is amended by striking out “and
41" and inserting in lleu thereof “41, and 42",

EFFECTIVE DATE

SeC. 6. The amendments made by the fore-
going provisions of this Act shall apply to
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expenses incurred during taxable years be-
ginning after December 31, 1974, and end-
ing before January 1, 1980. SBuch amendments
shall terminate at the close of December 31,
1979, except that taxpayers may continue to
take credit carryovers as provided by section
42(d) (2) of the Internal Revenue Code of
1954 (relating to carryback and carryover of
unused credit), as enacted by Bection 2(a)
of this Act.

Mr. MOSS. Mr. President, I ask unani-
mous consent that the yea and nay vote
on my amendment be vitiated and no
vote held upon it since it is now included
in the amendment of the Senator from
New Mexico.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Louisiana.

Mr. LONG. Mr. President, I have dis-
cussed the matter with others, and with
the understanding——

The PRESIDING OFFICER. Will the
Senator suspend until the Senate is in
order?

The Senators will take their seafs.

Mr. LONG. With the understanding,
Mr. President, that on the next rollcall
after 2 minutes the 5 minute warning
will be sounded. I ask that the next roll-
call be limited to 7T minutes.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The question is on the amendment of
the Senator from New Mexico, as modi-
filed. The yeas and nays have been
ordered, and the clerk will call the roll.

The second assistant legislative clerk
proceeded to eall the roll.

The PRESIDING OFFICER. The Sen-
ate will be in order. The rollcall will be
suspended until conversations stop.

Will Senators take their seats and clear
the aisles? The rolleall is being delayed
by conversations on the floor.

The clerk will proceed.

The second assistant legislative clerk
re%umed and concluded the call of the
roll.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD)
and the Senator from Alaska (Mr. StE-
VENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. TarT) is absent due to
illness.

I further announce that, if present and
voting, the Senator from Ohio (Mr, TArFT)
would vote “yea.”

The result was announced—yeas 64,
nays 32, as follows:

[Roillcall Vote No. 95 Leg.]

YEAS—G4

Hangen
Hart, Gary W.
Hart, Philip A.
Hatfield
Hathaway
Brooke Hollings
Buckley Humphrey
Byrd, Robert C. Inouye
Cannon Jackson
Case Javits
Eennedy
Laxalt
Leahy
Magnuson
. Mansfield
Mathias
McClellan
MeClure
McGee
MceGovern
McIntyre
Metealf

Abourezk
Allen
Baker
Bayh
Beall

Mondale
Montoys
Moss
Nelson
Pastore
Pearson
Fell
Randolph
Ribicoff
Schwelker
Scott, Hugh
Scott,
william L,
Sparkman
Stafford
Stevenson
Thurmond
Tower
Tunney
Williams
Young
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NAYS—32
Eagleton
Eastland
Fong

Bartlett
Bellmon
Bentsen
Biden
Brock
Bumpers
Burdick
Byrd,
Harry F., Jr.

Chiles
Curtis

Morgan
Muskie
Nunn
Glenn Percy
Hartke Proxmire
Haskell Roth
Helms Stennis
Hruska Stone
Huddleston Symington
Johnston Talmadge
Long Weicker

NOT VOTING—3

Packwood Stevens Taflt

So Mr. Domenicl’'s amendment, as
modified, was agreed to.

The PRESIDING OFFICER (Mr,
Haskery), The question is on agreeing
to the amendment of the Senator from
New York (Mr, JaviTs). On this ques-
tion the yeas and nays have been ordered,
and the clerk will call the roll.

The legislative clerk called the roll.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD)
and the Senator from Alaska (Mr.
STEVENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. TarT) is absent due fo
illness.

I further announce that, if present
and voting, the Senator from Ohio (M.
Tarr) would vote “pay.”

The result was announced—yeas 59,
nays 37, as follows:

[Rollcall Vote No. 96 Leg.]
YEAB—59
Hart, Gary W.
Baker Hart, Philip A.
Bayvh Hartke
Beall Haskell
Bentsen Hathaway
Biden Hollings
Brooke Huddleston
Bumpers Humphrey Proxmire
Burdick Inouye Randolph
Case Jackson Ribicofl
Javits

Church Roth
Kennedy
Leahy

Abourezk Montoya
Morgan
Muskie
Nelson
Pastore
Pell
Percy

Clark S-hweiker
Cranston Scott, Hugh
Culver Stafford
Dole
Eagleton
Ford
Glenn
Gravel
Griffin

Magnuson
Mansfield

McGee
McGovern
Metcalf
Mondale

NAYS—387

Fannin
Fong
Garn
Goldwater
Hansen

Stevenson
Symington
Tunney
Welcker
Williams

Allen
Bartlett
Bellmon
Brock
Buckley
Byrd, Hatfield
Harry F., Jr. Helms
Byrd, Robert €. Hruska
Cannon Johnston
Chiles Laxalt

Curtis Long

Domenici MecClellan Tower

Eastland McClure Young
NOT VOTING—3

Packwood Stevens Taft

So Mr. Javits’ amendment was agreed
to.

Mr, JAVITS. Mr. President, I move to
reconsider the vote.

Mr. PASTORE. I move to lay that on
the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. Amend-
ment No. 186, by the Senator from North
Carolina. The yeas and nays have been
ordered. The clerk will call the roll.

Mr. STENNIS. Mr. President, will the
Chair state the title of the amendment?

MecIntyre
M

Sparkman
Stennis
Stone

Ta madge
Thurmond
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The PRESIDING OFFICER. The title
of the amendment is “Congressional-
Cabinet Salary Control.”

The clerk will call the roll.

The second assistant legislative clerk
proceeded to call the roll.

Myr. NELSON. Mr. President, may we
have order in the Senate?

The PRESIDING OFICER. The Sen-
ate will be in order.

Mr, NELSON. Mr. President, there are
still Members conversing in the aisles.
May we have order in the Senate pursu-
ant to the rules?

The PRESIDING OFFICER. The clerk
will suspend until all the Senators have
taken their seats.

The Senator will proceed.

Mr. NELSON. Mr. President, I think
the Chair is going to have to speak more
loudy. Some of the Senators cannot hear.

The PRESIDING OFFICER. The
Chair is exercising his voice as far as one
can be amplified by a microphone.

The clerk will now proceed.

The second legislative clerk resumed
the call of the roll.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD)
and the Senator from Alaska (Mr.
STEVENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. Tarr) is absent due to
illness.

I further announce that, if present
and voting, the Senator from Ohio (Mr.
Tarr) would vote “nay.”

The result was announced—yeas 19,
nays 77, as follows:

[Rollcall Vote No. 97 Leg.]
YEAS—19

Garn
Goldwater

Allen
Brock
Buckley
Byrd,

Harry F., Jr.
Curtis
Fannin

Nunn
Roth
Stone
Symington
Talmadge
Thurmond

Abourezk Metcalf
Mondale
Montoya

. Moss
Muskle
Nelson
Pastore
Pearson

Bellmon
Bentsen
Biden
Brooke
Bumpers
Burdick
Byrd, Robert C.
Cannon
Case
Chiles
Church
Clark
Cranston
Culver
Dole
Domenicl
Eagleton
Eastland
Fong
Ford
Glenn

Schweiker
Scott, Hugh

Sparkman
Stafford
Stennis
Stevenson
Tower
Tunney
Weicker
Williams
Young
NOT VOTING—3

Packwood Stevens Taft

The PRESIDING OFFICER. On this
vote there were 19 yeas and 77 nays. The
amendment is rejected.

Mr. BIDEN. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. BIDEN. Would it be in order to
suggest that those who voted for this

McClellan
McGee

McGovern
McIntyre
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amendment voluntarily comply with it,
despite the fact that they lost?

The PRESIDING OFFICER. That
would not be in order.

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent to proceed for
1 minute.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROBERT C. BYRD. Mr, President,
I would like to address a question to the
distinguished manager of the bill, and
I do so without impugning the motives of
any Senator and certainly with no disre-
spect for the distinguished author of the
amendment. The question is this: Is
there anything in the present Federal
laws that would prohibit any Member
of the House of Representatives or the
Senate from turning back all of his salary
of $42,500 a year, or any portion thereof,
to the Federal Treasury?

Mr. LONG. No, there is nothing what-
ever. As a matter of fact, they can do
that and get a charitable deduction for
up to 50 percent of their total income
that they donate back.

Mr. ROBERT C. BYRD. All right. So
any Member of either body who desires
to return to the Federal Treasury a por-
tion of his salary or all of it, can do so
without any legal inhibitions or prohibi-
tions?

Mr. LONG. Nothing would prevent him
if he so desired.

Mr. CURTIS. Will the Senator yield on
that point also?

Mr. LONG. Yes.

The PRESIDING OFFICER. The 1
minute has expired.

Mr. CURTIS. I yield myself 1 minute.

The PRESIDING OFFICER. There is
no time to be yielded.

Mr. BROCK. Mr. President, I ask
unanimous consent that the Senator
from Nebraska may have 2 minutes.

The PRESIDING OFFICER. Is there
objection?

Mr. PASTORE. I object.

The PRESIDING OFFICER. Objection
is heard.

Mr. CURTIS. Mr. President, I move
that the Senate stand in recess for 2
hours.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Senator
f:;om Nebraska may proceed for 1 min-
ute.

The PRESIDING OFFICER. Is there
objection Without objection, it is so or-
dered.

Mr. CURTIS. Mr. President, in fairness
to the distinguished Senator from North
Carolina, those Senators who availed
themselves of the privilege of appearing
here at 8 o’clock this morning when the
Senate convened would have heard the
debate.

The amendment was offered as an in-
centive to get a balanced budget. There
was nothing in it that said a Senator
was not worth a certain salary, or that
a member of the Cabinet was not worth
that much. It was offered as an incentive
to work for a balanced budget, a disin-
centive to running a deficit, and I resent
this ridicule of any Members of the Sen-
ate when they offer amendments in good
faith. There are many of us who would
gladly offer this amendment if it pro-
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vided an incentive to bring about a bal-
anced budget.

Now, of course, we can all make any
charitable contributions we wish, but I
believe we should extend the right to
every Senator not only to offer amend-
ments as he chooses, but to vote as his
conscience dictates.

The PRESIDING OFFICER. The time
has expired.

Mr. HELMS. Mr. President, I ask unan-
imous consent fo proceed for 10 seconds.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, HELMS. Mr. President, the Sena-
tor from North Carolina sincerely regrets
that he obviously has stepped on the toes
of some of the big spenders of the Sen-
ate.

Mr. GOLDWATER. Mr. President, a
parliamentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. GOLDWATER. Mr. President, may
we hear again the result of that last roll-
call? I think it came out over 100 votes.

Mr. LONG. Regular order, Mr. Presi-
dent.

Mr. GOLDWATER. I am sincere. I
think it came out to 107 votes.

The PRESIDING OFFICER. The Sen-
ator is correct. Apparenfly the correct
vote was 19 yeas, 77 nays.

Mr. GOLDWATER., I thank the Chair.

Mr. LONG. Regular order, Mr. Presi-
dent.

The PRESIDING OFFICER (Mr. Has-
KELL) . The question is on agreeing to the
amendment No. 195 of the Senator from
Illinois. On this question, the yeas and
nays have been ordered, and the clerk
will eall the roll.

The second assistant legislative clerk
proceeded to call the roll.

The second assistant legislative clerk
called the roll.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD)
and the Senator from Alaska (Mr. STE-
VENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. TarT) is absent due to
illness.

I further announce that, if present and
voting, the Senafor from Ohio (Mr,
Tart) would vote “yea.”

The result was announced
nays 66, as follows:

[Rolleall Vote No. 98 Leg.]
YEAS—30
Fannin
Gravel
Griffin
Hart, Philip A.
Haskell

Hatfield
Javits

Long
Mansfield
Mathias

NAYS—64

veas 30,

Bentsen
Biden
Brock
Brooke
Burdick
Case
Clark
Cranston
Curtis
Eagleton

McClure
McCGovern
Moss
Muskie
Pell

Percy
Stevenson
Stone
Tunney
Williams

Abourezk
Allen
Baker
Bartlett
Bayh
Beall

Helms
Hollings
Hruska
Huddleston
Humphrey
Inouye
Jackson
Johnston
Kennedy
Laxalt
Leahy

Bellmon

Buckley

Bumpers

Byrd, Goldwater
Harry F., Jr. Hansen

Byrd, Robert C. Hart, Gary W.

Cannon Hartke

Chiles Hathaway

Magnuson
McClellan
McGeo
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Stafford
Stennis
Eymington
Talmadge
urmond

Proxmire
Randolph
Ribicofl

Roth
Bchweliker
Bcott, Hugh
Scott,

L.
Sparkman

NOT VOTING—3
Packwood Stevens Taft

8o Mr. Percy's amendment was re-
jected.

The PRESIDING OFFICER. The next
vote on amendment No. 37. The question
is on agreeing to the amendment of the
Senator from Maine (Mr. HATHAWAY).
The yeas and nays have been ordered,
and the clerk will call the roll.

The second assistant legislative clerk
called the roll.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKwWOQOD)
and the Senator from Alaska (Mr.
STEVENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. Tart) is absent due to
illness.

I further announce that, if present and
voting, the Senator from Ohio (Mr, TarT)
would vote “nay.”

The result was announced—yeas 24,
nays 72, as follows:

[Rolleall Vote No. 99 Leg.]

YEAS5—24

Gravel
Hart, Gary W,
Hartke

Haskell
Hatfleld
Hathaway
Jackson
Long

NAYS—T2

Glenn
Goldwater
Grifiin

Hansen

Hart, Philip A.
Helms

Th
Tower
Weleker
Young

Hollings
Hruska
Huddleston
Humphrey
Inouye
Javits

Scott, Hugh
Scott,

Willlam L.
. Johnston Stafford
. Eennedy Stennis

Laxalt B8
Leahy Stone
Magnuson Symington
Mansfleld Talmadge
MecClellan Thurmond
McClure Tower
McIntyre Tunney
Morgan Weicker
Moss Williams
Muskie Young
Nelson

NOT VOTING—3
Packwood Stevens Taft

So Mr. HatHAWAY'S amendment was
rejected.

Mr. MANSFIELD. Mr. President——

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the automatic
quorum under the ecloture rule be
negated.

The PRESIDING OFFICER. Is there
objection?

Without objection, it Is so ordered.

Mr. ABOUREZE. Mr. President——

The PRESIDING OFFICER. The clerk
will state the motion to invoke clofure,
the——

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that the Senator
ifrom South Dakota be recognized for not
to exceed 1 minute.

Mr., MANSFIELD. For 30 seconds.

The PRESIDING OFFICER. Without
objection, it is so ordered.

CHANGE OF REFERENCE—S. 1251

Mr. ABOUREZE. Mr. President, I ask
unanimous consent that the Govern-
ment Operations Committee be dis-
charged from further responsibility for
5. 1251, a hill to provide for improved
government organization, and that it be
appropriately referred.

The PRESIDING OFFICER. Without
objection, it is so ordered.

TAX REDUCTION ACT OF 1975

The Senate continued with the con-
sideration of the bill (HR. 2166) to
amend the Internal Revenue Code of
1954 to provide for a refund of 1974
individual income taxes, to increase the
low income allowance and the percent-
age standard deduction, to provide a
eredit for certain earned income, to in-
crease the investment credit and the
surtax exemption, and for other pur-
poses.

CLOTURE MOTION

The PRESIDING OFFICER. The time
for debate under the unanimous-consent
agreement having expired, pursuant to

which the clerk will state.
The legislative clerk read as follows:
CLOTURE MOTION

We, the undersigned Senators, in accord-
ance with the provisions of Rule XXII of the
Btanding Rules of the Senate, hereby move
to bring to a close the debate upon H.R.
2166, to amend the Internal Revenue Code
of 1954 to provide for a refund of 1974 in-
dividual income taxes, to increase the low
income allowance and the percentage stand-
ard deduction, to provide a credit for certain
earned income, to increase the investment
credit and the surtax exemption, and for
other purposes.

Ernest P, Hollings, John O. Pastore, Alan
Cranston, Frank Church, William D. Hatha-
way, Richard (Dick) Stone, Warren G. Mag-
nuson, Floyd E. Haskell, Thomas F. Eagle-
ton, Joseph R. Biden, Jr., Gary W. Hart,
Quentin N. Burdick, Abraham Ribicoff, Vance
Hartke, Thomas J. MecIntyre, Mike Mansfleld,
Danlel K. Inouye, Claelborne Pell, Lee Metcalf,

VOTE

The PRESIDING OFFICER. The
question is, is it the sense of the Senate
that debate on H.R. 2166, to amend the
Internal Revenue Code of 1954 to provide
for a refund of 1974 individual income
taxes, to increase the low income allow-
ance and the percentage standard de-
duction, to provide a credit for eertain
earned income, to increase the invest-
ment credit and the surtax exemption,
and for other purposes, shall be brought
to a close?

The yeas and nays are mandatory
under the rule. The clerk will call the roll.
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The legislative clerk called the roll.
GRIFFIN. I announce that the
Senator from Oregon (Mr. PAcEWOOD),
and the Senator from Alaska My,

from Ohio (Mr. Tarr), is absent due to
illness.

I further announce that, if presént
and voting, the Senator from Ohio (Mr.
Tarr) would vote “yea.”

The yeas and nays resulted—yeas 83,
nays 13, as follows:

[Rolleall Vote No. 100 Leg.]

YEAS 83
Glenn
Gravel
Griffin
Hansen
Hart, Gary W.
Hart, Philip A. Moss
Hartke
Haskell

Hatfield
Hathaway

Abourezk

Baker s

Eagleton
Fannin
Fong
Ford
Garn

Weicker
Williams
Young

Allen

arkman
Bartlett s
B

Stennis
Talmadge

Goldwater
Helms

McClellan
Scott, Thurmond
Williamy L.  Tower

NOT VOTING—3
Packwood Stevens Taft

The PRESIDING OFFICER. On this
vote the yeas are 83, and the nays are
13. Three-fifths of those duly chosen and
sworn having voted in the affirmative,
the motion is agreed to.

‘Who yields time?

Mr, SPAREMAN. Mr. President, I call
up my amendment at the desk.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
At the appropriate place, insert the follow-
ing new section:

Sec. . LIMrraTION ON INDUSTRIAL DEVELOP-
MENT BONDS.

(a) Section 103(c)(6) of such Code (re-
lating to exemption from Industrial develop-
ment bond treatment for certaln small is-
sues) is amended—

(1) by striking out *“$1,000,000" In sub-
paragraph (A) and by inserting in lieu there-
of “$10,000,000";

(2) by striking out subparagraphs (D),
(E), (F), and (G) thereof.

(b) The amendments made by subsection
(a) shall apply with respeet to obligations
issued after the date of enactment of this
Act.

Mr. SPARKMAN. Mr. President, I
shall make a very brief statement on
this matter.

This amendment would amend the
present act relating to the fax-exempt
industrial dew 4opment bonds. There is
a limit on 1t now of a million dollars.
These bonds are used to ald local devel-
opment companies to erect buildings

yrd,
Harry F., Jr.
Eastland
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that may be necessary for some small
company to occupy and fo carry on the
industry. It is essentially a small-busi-
Nness measure.

We have had this in existence for a
long time, The figure used to be much
liigher. Finally, a few years ago, it was
reduced. There was a sort of formula
whereby the maximum was set at $10
million, and there was a proviso that
if $10 million or more were put into it,
there would be a carryback, and so forth.

This amendment simplifies it and sets
the maximum amount at $10 million that
can be issued for these small businesses.

What happens is that a local commu-
nity that will organize a local industrial
agency may issue tax-exempt bonds for
the purpose of doing what is necessary
to get the company started. Ordinarily,
most of those companies would have 25,
30, or 50 employees. As I say. it is essen-
tially a small-business matter.

This may sound as though if would
cost the Government money, but actu-
ally, it would make money for the Gov-
ernment. It would put unemployed peo~
ple to work in small business, and in a
very short time that business would be
paying taxes, the employees would be
paying taxes, and the Government, in
the long run, would not lose any money.

I am not going to make an extensive
statement. That is the essence of it, as
I see it.

Mr. RIBICOFF. Mr. President, in be-
half of the committee, we have to op-
pose this amendment.

Before 1968, all bonds—State, munici-
pal, and industrial development bonds—
were tax exempt. In 1968, there was deep
concern because of the wild proliferation
of industrial revenue bonds. So Congress
changed the law, and we generally said
that industrial revenue bonds are not tax
exempt, but we made two exceptions.

First, we said that on any industrial
bond issue, whether it be $10 million or
$100 million, the first $1 million was tax
exempt. Thus, on a $100 million bond is-
sue, only the first $1 million was exempt.

Second, we said that if the total issue
of industrial revenue bonds was less than
$5 million, then that total issue was
exempt.

The amendment I oppose would pro-
vide a flat $10 million exemption for all
industrial revenue bonds. This is the rea-
son why we oppose this amendment: We
all know that our cities and towns are in
economic distress, Any encouragement of
industrial development bonds will com-
pete against State and municipal bonds.
As the supply of all types of bonds goes
up, the demand will remain the same, so
the price of our municipal and State
bonds will go down and interest rates will
go up. This is going to drive up the cost
to all our cities and States in trying to
finance their problems.

Second, industrial development bonds
were invented as a way for the commun-
ity to attract industry. Now, virtually all
the States have these bonds.

I recall, during my years as Governor
of Connecticut, that we did not have
these bonds, and we saw some of the
States issue these bonds and lure indus-
try away from the State of Connecticut.
Now, Connecticut, like almost every
other State in the Union, has bonds, so
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that advantage no longer is there for my
State. Therefore, there is no longer any
incentive for a business to move from one
place to another, because all our States
and municipalities have this privilege.
Therefore, the community is buying
nething for the investment it is making.

Third, industrial development bonds
are, in reality, a use of the tax code for
essentially a private purpose. Industrial
development bonds are not backed up by
the full faith and credit of the States or
municipalities. They are backed up by
the economic well-being and long-term
profits of the industry affected. Affer
the bonds arve paid off, the property is
owned by the private industry. Given
the economic problems of towns and cit-
ies in meeting their day-to-day respon-
sibilities of providing basic services,
building schools, and other basic needs,
the encouragement of more industrial
development bonds can only hurt fowns
and cities throughout the country.

I have asked the Joint Committee on
Taxation for the figures on the revenue
losses under the proposal of the distin-
guished Senator from Alabama.

They say that, on the assumption that
$1 billion of these bonds would be issued
each year, they anticipate the following
losses to the Federal Treasury: in 1975,
$520 million; in 1976, $62 million; in
1977, $108 million; in 1978, $150 million;
in 1979, $240 million.

What we are doing is laboring under
a delusion that this is going to help any
municipality or State to create jobs.
What we are trying to do is lure industry
away from one locality to another. But
that is pretty rough to do now, because
every municipality is the same. So we
will have private industry shopping
around for where they can buy or have a
building built for them cheap, giving
them a competitive advantage with other
industries in the same field.

I think that Congress. in its wisdom,
after having looked at the proliferation
of these industrial bonds, cut it back to
$1 million and put a cap on it of $5
million, and it would be a mistake for
Congress now to change its policy to go
back to $10 million.

It would hurt many communities, bring
no basic gains, and at the same time,
involve a very substantial loss. So, in be-
half of the Committee on Finance, I
oppose that amendment,

Mr. CURTIS. Mr. President, I yield
myself 5 minutes.

The distinguished Senator from Con-
necticut is very eloquent and persuasive,
and he is equally eloguent and persua-
sive when he is wrong—which is not
often, but this time he is.

An abuse did arise in industrial devel-
opment bonds and some of them were
issued for $90 million. Congress, in its
wisdom, put a cap on it. With the added
cost growing, that cap is inequitable, It
ought to be raised to $10 million. That
is our case.

Classically, over the years, the bu-
reaucracy and the Treasury have a clas-
sical opposition to this. But at this time,
we are faced with the problem of creat-
ing jobs and activity over the country.
Are we going to do all of that with Fed-
eral credit? If the Small Business Ad-
ministration lends money for a local in-
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dustry, it costs the Treasury, If the Fed-
eral Government guarantees a loan for
some sort of development, that adds to
the debt of the country.

What this amendment does is permit
localities to use their credit to provide
an industry. The Federal Government
does not guarantee it, the Federal Gov-
ernment does not lend the money.

It is not a question of pirating in-
dustries from one State to the other.
That is an old, worn-out argument. That
might have had some validity 25 years
ago, but it has not now. I can give an
illustration of the use of this.

We have, in my home town, which is
a town of 2,600 people, a meatpacking
plant. It provides jobs for about 60 peo-
ple. The farmers built it. They voted
revenue bonds to do so. They are paying
off their bonds. There was not the slight-
est way that the Federal Government
could lose anything on it. The feedback
of payroll taxes and income taxes from
those 60 people employed has meant
much to the Federal Government. They
used local credit at a time when the
burdens on our Federal Government are
s0 great.

This amendment was considered in the
committee and was voted down—but not
unanimously, by any sense. When the
distinguished Senator from Connecticut
says he speaks for the Committee on
Finance in opposing this, he does not
speak for me.

Mr. RIBICOFF. If the Senator will
vield, I think I speak for the majority
of the Committee on Finance at the re-
quest of the chairman.

Mr. CURTIS. I am afraid the Senator
did not so state.

Mr. RIBICOFF. Yes, the Committee
on Finance voted against it.

Mr. CURTIS. No, no, the distinguished
Senator said that, speaking for the Com-
mittee on Finance, he opposed this
amendment.

Mr. RIBICOFF. The chairman asked
me if I would oppose this amendment
for the committee. I suppose, speaking
for the chairman—1I do not know how he
is going to vote. He asked me to speak
against it. I do not speak for the Senator.
I think the Committee on Finance voted
it down. I think if the vote in the Com-
mittee on Finance was negative, I can
say that, speaking for a majority, they
turned this down.

Mr, CURTIS. The Senator may speak
for the majority who voted that way,
but there were six of us in the Commit-
tee on Finance who voted for it. It was
a public session. I assume that the rea~
son the chairman turned the opposition
over to the distinguished Senator from
Connecticut is that he was one of those
who opposed it. I think that is the proper
way to handile this.

Mr. President, this was not opposed
unanimously by the Committee on Fi-
nance—far from it. It does not involve
Federal Government borrowing, or Fed-
eral Government credit, it does not in-
volve Federal Government guarantees.
The loss in revenue is greatly exagger-
ated. It allows for no feedback of addi-
tional revenue by reason of the activity
of the measure.

Mr. President, I reserve the remainder
ef my time.
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Mr. RIBICOFF. Mr. President, I in-
tend to move to table the amendment,
but I shall refrain to give the distin-
guished Senator from Alabama whatever
additional time he wishes.

Mr. SPAREMAN. I appreciate that.
I shall speak very briefly.

We have had this law on the statute
books, as pointed out by the Senator
from Connecticut, for a good many years.
It has operated at different levels and
it is true that when there was no limit,
I think there were some cases that were
really abuses of the power. But then we
limited it to $10 million, with the possi-
bility of involving even as much as $50
million. Then we eut it down to $1 mil-
Ilion. The system is still there, but it is
just a million dollars now.

There are some planis, naturally, that
need more money than that. I wish to say
that over the years that we have had
this program working, I have never
known of a city or a town or a State that
objected to it. As a matter of fact, I know
from experience that it has meant much
in many of the smaller towns and com-
munities, where private enterprise came
in there. They were not moving from
somewhere else. Local people, ordinarily,
were the ones who would put up the
building and start the operation with,
as the Senator from Nebraska pointed
out, the income from those workers be-
coming taxable, the profits from the op-
eration of the business becoming profit-
able, and they have been profitable ap-
erations for the localities in which they
operated.

Mr, President, there never was, to my
knowledge, any plant seduced away from
anofher area. If there is such a thing as
local operation by local people, this is it.
It means much to the eommunities, it
means much to the workers who get em-
ployment there, and it means much teo
the Treasury of the United States, too,
because they do not put out any money.
But they do start getting money from
the operations.

I very strongly advocate the amend-
ment.

Let me say this with reference to some
statement made about the Senator from
Connecticut. Let me say in all fairmess
to the chairman of the committee that he
told me that he would ask the Senator
from Connecticut to handle this on the
floor, because he had been in opposition
in the committee. So that is quite under-
standable in that respect.

Mr. RIBICOFF. Just two words, Mr.
President. The Treasury is strongly op-
posed to this amendment.

Mr. President, I move to lay the
amendment on the table.

The PRESIDING OFFICER. The
question is on agreeing to the motion to
lay on the table (putting the question).
The ayes appear to have it, and the mo-
tion is agreed to.

Mr. CURTIS. I ask for a division, Mr.
President.

The PRESIDING OFFICER. The re-
sult has been announced, and the re-
quest is not in order.

The Chair recognizes the Senator
from Arizona.

Mr. GOLDWATER. Mr. President, I
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yield myself such time as I may require.
It will not be too long. I shall not speak
on the pending amendment.

Mr. President, I shall not vote for this
bill, but at the time of voting, the Senate
will probably be too busy for me to make
any remarks. I just want to say a few
things about what we are doing.

I was thinking last night about all the
different things taking place in this
country, and around this world in rela-
tion to this country, and the question
came to my mind, What has happened
to my country?

Let me try to explain why I shall vote
against this piece of legislation. To be-
gin with, it was suggested first by the
President of the United States as a way
to end a recession—not a depression, be-
cause we are not in that yet—a way we
thought might attack inflation; but it
has no bearing at all on inflation.

Mr. President, I think I understand the
thinking behind the suggestion that the
Federal Government can put people to
work and, by putting Federal money,
which is really the people’s money, into
jobs, that they can prevent a depression
or cure recession.

Mr. President, this all came about back
about 18934 when an Englishman who
Iater became a lord, John Keynes, came
to this country in the middle of our de-
pression. He is the one who suggested
the full employment approach, the idea
that the Federal Government can always
save the economy.

He is the one who talked our country
into going off the gold standard. And I
must say, Mr. President, in spite of what
some people think and in spite of what
I have heard on this floor, this approach
had no bearing at all on the depression
of the 1930's. I know something about
that depression. I was running a business
at that time. There were 17 million people
out of work in 1938. At one time there
were almost 20 million people out of
work, in a work foree less than half what
it is today.

The only thing that saved the depres-
sion In the 1930’s was the coming eof
World War IL The whole concept of Key-
nesianism has proved to be disastrous
every place it has been tried. Is has prac-
tieally bankrupted England, and is on the
way to bankrupting our country, because
what has happened as a result of this
false idea that the Federal Government
ean do something about the economy is
that we have increased our credit by over
400 percent in the last 10 years, while at
the same time we have only increased our
productivity by about 28 percent.

Our credit has been increased by the
printing of paper money, money that
has absolutely no value at all. A dollar
in my pocket is only worth what you
think it is when you and I get to talking
about something I might buy from you. It
has no gold behind it. It is absolutely
worthless except as a means of barter,
sort of like the shells that the Indians
used, wampum ‘or something like that,
which had nothing behind it but what
someone thouwght it was worth.

‘We have added to our deficit year afier
year after year, under the mistaken idea
that if we keep on doing it, some day

Mareh 21, 1975

the economy is going to grow so greatly
by it that all of the deficits will be paid
back.

This is absolutely wrong, Mr. Presi-
dent. As I said, I saw this tried in the
1930s, and I saw it fail. The only time
that you can apply the EKeynesian theory
to economics and have it work is during
wartime, and this is the first time we
have been out of a war economy, now,
since 1939. The moment we began to look
like we would get out of it and did not
take proper steps to get back on some
sound basis, this economy of ours started
into trouble. We are still in it. And,
while this bill may have some little effect,
it is not going to have the effect that
people In this body, the Congress, or the
Presideat think it will have.

I have sat here on this floor and I
have listened to free enterprise being
castigated. I have listened to the whole
concept of our economy being torn apart.
I remind my colleagues that there is
only one way In the world this country
can produce money. That is to produce
profit, to produce enough profit so that
the company can reinvest a part of that
profit in new structures, new equipment,
new ideas.

I hear it stated here that this bin
for $30 billion will create new jobs. Sure
it will; worthless jobs that mean nothing
to our economy. Perhaps it will also cre-
ate some tax reductions.

Mr. President, we in Congress have to
take the full blame for the state of in-
flation in this country and, yes, around
the world, because many, many countries
have pinned their currency to our dollar,
and they are now realizing that was a
false pin, and if there was any way fo
get oul of it, believe me, they would
In fact, we see the Middle Eastern coun-
tries now attempting to do that.

So, Mr. President, I am going to vote
against this measure, because it is not
going to do what we think it will. We
have seriously damaged some important
parts of our economy—though not as
seriously, probably, as we would have if
we had not followed the advice of the
Senator from Montana (Mr. MANSFIELD)
yesterday and sort of gotten this thing
back on a decent track.

As an example to show what i{s caus-
ing me worry, I sat here the other night
and heard distinguished Members of this
body plead to take $4 billion out of the
general fund to pay increases in social
security, If it is good for the social se-
curity recipient, let me remind you, it
is good for every retired civil servant,
every retired military man, and every re-
tired person who has ever been connected
with the Federal Government. If we had
done that, we would have opened a door
to what I believe would have been com-
plete disaster. Mr. President, I may be
wrong, and I hope and pray that I am,
but if we face a deficit this year that
approaches $40 billion or $45 billion, and
then look at an $80 billion to $100 bil-
lion deficit next year, I have to make the
prophecy that this country will not re-
main solvent for 5 more years, and we
will see total national bankruptey. There
is no other way to go. You ecannot do
that in business, you cannot do it in your
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private lives, and there is no way to do
it in government, particularly.

Mr. CURTIS. Mr. President, will the
distinguished Senator yield?

Mr. GOLDWATER. Yes.

Mr, CURTIS. I commend my colleague
for his statement. The estimate of an $80
billion deficit for next year. I am sure,
was based upon an estimate that this tax
reduction would be much more modest
thn it is. So a vote for this bill is not
a vote to support an $80 billion deficit,
but more likely about a $95 billion or a
$96 billion deficit

Mr. GOLDWATER. I have to agree
with my friend from Nebraska, because
I have not taken into consideration the
almost certain passage of some health
bill this year, that could in itself range
from a few billion dollars to as high as
$60 billion or $70 billion.

Mr. President, as long as I have the
floor, and I have spoken about this bill
I would like to mention some other things
that bother me today about the direc-
tion our country has taken.

It was sickening to me to read the
paper last night to see that Hue has been
evacuated, when we fought like tigers
three times to save Hue. It bothers me
to see coming true what I prophesied a
year ago that, without continued finan-
cial aid from the United States, South
Vietnam would go down the tube. This
does not bother me just because it hap-
pens to be South Vietnam. It does con-
cern me because I think under two Presi-
dents and one Secretary of Defense that
was the worst-conceived, worst-fought
war in the history of warfare, and I hope
to be around when the proper tails are
pinned upon the people responsible for
that. But that is beside the point.

We now see the Government of South
Vietnam being pushed back into an al-
most defenseless position in Saigon,
without naval power to speak of, with
limited airpower, and with the United
States of America saying “no” to what
is a moral commitment.

Now we are in South Vietnam because
President Eisenhower promised them we
would, and we kept our word. Three dif-
ferent Presidents or four different Presi-
dents have promised South Vietnam and
Cambodia monetary aid.

Now, we are not giving it. What does
that do? I think it almosi certainly seals
the fate of South Vietnam. It certainly
seals the fate of Cambodia and Laos,
and now we have Thailand trying to get
us out of that country. I will say to my
colleagues when that domino of Thailand
begins to teeter, we are going to be asked
to answer the $64,000 question: What do
we do about the defense of Southeast
Asia, because if Thailand falls, and we
lose the isthmus of Thailand, we will
deny oil to the entire Pacific Ocean as it
comes from the Middle East. I hope I
am wrong.

What bothers me is I have been right
too doggone oifen. Maybe I ought to go
someplace where I cannot think. But I
see these things in the paper, I listen to
them on television, I listen to debates on
the floor, and read the Recorp of what
is going on in the other body, and I am
worried.
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Now we see Portugal going Communist.
A great newspaper like the New York
Times cannot see anything wrong with
it. What do we do about a refueling
base in the Azores? I happen to have been
stationed out there during part of World
War IL I saw that base start.

We never could have supplied Israel
without Portugal's help, and to my
friends in this body who are devoted to
the protection and defense of Israel,
write it off if Portugal comes under
communism this next week, Yet we have
not heard one word about this from our
Secretary of State. Of course, it is kind of
hard to get a word from Aswan Dam.
Maybe he ought to come home. We have
not heard one word coming from the
President. I have not heard anything
about it on the floor of this body.

Portugal can—the ownership of Por-
tugal by the Communists can—deny the
6th Fleet the use of the Mediterranean
almost as certainly as the Soviets can
now deny that 6th Fleet its use because
of land-based aircraft surrounding the
whole perimeter of the Mediterranean.

Mryr, President, just a few days ago the
beleaguered, set-upon CIA revealed that
it had raised a Soviet submarine. Why,
to listen to some of the press and the
media and some of my friends in this
body, in Congress, some of my friends
downtown, you would think we had just
burned the American flag.

I think this is probably the greatest
stroke of intelligence that this country
has ever pulled off. And they say, “Oh,
is it worth $350 million?” Who knows?
We may have learned enough about their
warhead—whether we have I do not
know—to be able to say that we can
scrub $2 billion or $3 billion or $4 billion
orth of defensive equipment that I
have been battling for. I do not know
what they found.

But the CIA has done an outstanding
job. And yet, morning, noon, and night
we hear that something is wrong with
the CIA.

If I had been the President of the
United States, and they only had a tail on
10,000 people in this country, I would
have been a little upset because of what
I see in this town, with people able to
sell top secret documents, steal top secret
documents, writers in our press telling us,
who have access to any secret that we
have, and are willing to divulge it. I think
we need a stronger CIA.

I can fell Senators this: In my con-
tacts in this field around the world, we
are losing credence, and we are losing it
fast. When we lose top men in the CIA, as
we have lost them because of criticism,
and because of the very plain fact that in
that business you do not stay exposed
very long, because you do not stay alive
very long—when we lose the services of
men like we have lost in the CIA, we have
been hurt. This bothers me.

We now have a Rockefeller commis-
slon studying the CIA. I am on a commit-
tee in the Senate studying the CIA. The
House has a committee studying the CIA.
Now they want to appoint three more
committees to see about the submarine
and what happened.

It is getting so, Mr. President, that
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there are no secrets in this country. No
country can live in the hostile world in
which we live today without intelligence,
intelligence of what the enemy is capable
of doing, what they might do and are
capable of, and what are our allies willing
to do.

This is what bothers me, too. Our allies
are beginning to question the integrity
and the honesty of our country. Why?
Because we are dumping a little counfry
like South Vietnam. Not of much impor-
tance, you say. I happen to think it is, but
some of my colleagues do not think so.

So, Mr. President, I am worried, and
the final thing that bothers me, and this
all adds up to it, is a very obvious loss of
confidence among our people in our form
of government.

When less than 50 percent of the peo-
ple turned out to vote last November, we
knew what it meant. They have lost faith
in this constitutional republic that is the
greatest Government ever created on the
face of the Earth. It has provided more
freedom for more people than all the gov-
ernments of all time. It has provided
more living for more people than all the
governments of all time. I am not saying
it is perfect, but we have got to do some-
thing in this body to make it more under-
standable and acceptable to the people of
this country.

1 suggest that when we go on the ram-
pages on which we have been going in
the past week relative to this so-called
tax cut—and I know people honestly be-
lieve it will help, and they are entitled to
that thought—when we are looked on, as
we must be looked on, as an irresponsible
group of people by our fellow citizens,
I think it is time we did something about
it.

As I travel all over the United States,
I have approached over 500 good men
and women, as dedicated to this country
as they can be. I have discussed with
them what we as a Nation are doing, and
yet something is not working. It might
be leadership—I doubt it. I think we have
able leadership in this body. I think we
are engaging in far too much politics
about what is going on in our daily lives.
I do not think we are candid enough
with the people. I do not think we tell
them the truth.

So, Mr. President, while I only ex-
pected to get up and tell you why I was
not going to vote for this bill, I guess I
have gone on, but, having voted against
cloture, I guess I am allowed to say some-
thing once in a while.

Several Senators addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

AMENDMENT NO. 2785

Mr. MONDALE, Mr. President, I call
up my amendment No. 275.

The PRESIDING OFFICER. The clerk
will report.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. MONDALE. Mr, President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER, Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place in the committes
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amendment [nsert the following new sec-
tions:
SEC, . INCREASE I PERCENTAGE STANDARD DE-

DUCTION.

(a) InceEase—Subsection (b) of section
141 (relating to percentage standard deduc-
tion) is amended to read as follows:

“(b) PERCENTAGE STANDARD DEDUCTION.—
The percentage standard deduction is an
amount equal to 16 percent of adjusted gross
income but not to exceed—

“(1) $3,000 in the case of—

“{A) a joint return under section 6013, or

“(B) a surviving spouse (as defined in sec-
tion 2(a)).

“(2) #$2,600 in the ecase of an individual
who is not married and who I8 not a surviv-
ing spouse (as so defined), or

*(3) $1,600 in the case of a married indi-
vidual filing a separate return,”

(b) CoNrForMING AMENDMENT —Subpara-
graph (B) of section 3402(m) (1) (relating
to withholding allowances based on itemized
deductions) is amended to read as follows:

“({B) an amount equal to the lesser of (i)
16 percent of his estimated wages, or (i)
$3,000 ($2,600 in the case of an individual
who 18 not married (within the meaning
of section 143) and who is not a surviving
spouse (as defined in section 2{(a))).”

(c) ErrFeEcTiIvE DaTE~—The amendments
made by this section apply with respect to
taxable years beginning after December 31,
1974,
SecC, + INCREASE IN

ANCE.

(a) In GENERAL—Section 141(¢) (relating
to low-income allowance) is amended—

(1) by striking out “$1,300” and insert-
ing in lieu thereof “#1,800"; and

(2) by striking out “#650" and inserting
in lleu thereof “$900",

(b) CONFORMING AMENDMENT —Section
8012(a) (1) (relating to persons required to
make returns of income) is amended by
striking out “$2,050" each place that it ap-
pears and inserting In lieu thereof “$2,5650",
and by striking out “$2,800" each place that
it appears and inserting in lien thereof “$3,-
300",

{c) EsrEcTive DarE~—The  amendments
made by this section apply with respect to
taxable vears beginning after December 31,
1974,

Mr. MONDALE. Mr. President, this
amendment would restore the standard
deduction provisions that were contained
in the House bill, but which were dropped
by the Senate Committee on Finance.

The amencament would guarantee that
all taxpayer~ receive a tax cut under the
Senate bill at least as large as the one
they would have received under the
House bill. Most would receive a substan-
tially larger tax cut. There is a fact sheet
on each Senator’'s desk showing in detail
the effect of this amendment on taxpay-
ers with different incomes and different
family sizes, g

Mr. President, I ask unanimous con-
sent that that fact sheet appear immedi-
ately following the conelusion of my re-
marks in the RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit No. 1.)

Mr. MONDALE. The revenue loss from
this amendment would be $2.97 billion.,

During Finance Committee considera-
tion of H.R. 2166, I offered an amend-
ment to give each taxpayer the option of
taking either a $200 credit or the present
$750 exemption for themselves and each
of their dependents,

Low-INCOME ALLOW-
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My intention was that this $200 op-
tional credit would be an addition to the
individual tax cut provisions in the
House bill. However, the Committee on
Finance was concerned that the $6 bil-
lion extra revenue loss from simply add-
ing the $200 optional credit to the House
bill would be too large.

The committee therefore decided to
substitute the $200 credit for the House
minimum and maximum standard de-
duction provisions., This resulted in an
additional revenue loss of only $1 billion.

In general, the $200 optional credit is
a more effective and equitable way of
granting relief to a broad range of tax-
payers than the House standard deduc-
tion provisions.

However, some taxpayers would save
less in taxes under the Senate bill than
they would have under the House ver-
sion.

Single taxpayers and married couples
without dependents with incomes below
$10,000 are in this category. So are many
taxpayers with incomes between $12,000
and $20,000 who use the standard deduc-
tion.

To remedy this problem, the amend-
ment I propose would raise the minimum
standard deduction—low-income allow-
ance—to $1,800, increase the percentage
standard deduction to 16 percent from
the present 15 percent, and raise the
maximum standard deduction to $2,500
for single taxpayers and $3,000 for joint
returns.

The percentage and maximum stand-
ard deduetion provisions in this amend-
ment are identical to those in the House
version of H.R. 2166.

The minimum standard deduction—
or low-income allowance—however, is
lower. The House bill raised the mini-
mum standard deduction to $1,900 for
single returns and $2,500 for joint re-
turns. My amendment simply raises it
to $1,800 for everyone. It is now $1,300.

Mr. CURTIS. Will the Senator yield?

Mr. MONDALE. I shall yield in about
2 minutes, when I complete my remarks.

The. reason for this is that the $200
aptional credit serves the same purpose
for which the low-income allowance was
originally designed—making sure that no
one with an income below the poverty
level pays a Federal income tax on in-
come which almost by definition is ab-
solutely essential to their survival.

Keeping the low-income allowance at
$1,800 saves approximately $2 billion,
compared to the cost of simply adding
the $200 optional credit to the House
bill. Almost all of this $2 billion would
otherwise go to taxpayers who already
receive large tax reductions from the
$200 optional credit.

I believe the standard deduction pro-
visions in the House bill represent a valu-
able improvement in our tax system.
They would greatly simplify the task of
filling out income tax returns each year
for millions of Americans. Under the
House bill, it is estimated that more than
9 million taxpayers would shift to using
the standard deduction and away from
the more difficult task of itemizing.

The higher standard deduction would
also ease the tax burden substantially
for many taxpayers earning between
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$10,000 and $20,000 who do not own their
own homes, and who, therefore, usually
do not itemize their deductions. With
the increasing price of homes and high
interest rates, many Americans in these
income brackets simply cannot afford to
buy a home. Increasing the standard de-
duction would enable them to share in
some measure in the tax benefits our tax
system provides to their neighbors who
are fortunate enough to own their own
homes.

Mr. President, I believe my amend-
ment represents an effective melding ol
the House standard deduction provisions
with the Senate's $200 optional credit.
If we are able to adopt this amendment
on the floor today, it should greatly sim-
plify and expedite consideration of this
aspect of the bill in the House-Senate
conference,

I hope, therefore, that we can adopt
these constructive House provisions, and
help speed the way toward a quick con-
ference and rapid approval of this much-
needed tax relief.

Just before yielding fo the Senator
from Nebraska, I would like to make this
point.

When the bill came from the House it
had one major failure which was guickly
recognized by most tax analysts. That
was that there was a gap. There was no
relief for Americans who itemized their
deductions. There was a liberalization of
standard deduction, but no relief for
families, usually those owning homes,
who itemize.

So what we did in the Senate commit-
tee was to move to correct that gap, but
in moving it in the form of a substitute,
we created another gap, namely, for
those who do not itemize their deduc-
tions and take the standard deduction.

The amendment I offer now would take
the best of the House bill, it would take
the best of the Senate bill, and combine
them so that there is relief granted equi-
tably up and down the .ncome brackets.
bringing most of the relief to persons
in middle- and low-income brackets
without having notches that deal unfairly
with people in low income brackets, sin-
gle taxpayers, married couples without
dependents, or, unless we change this,
taxpayers who can benefit from the
standard deductions, usually because
they do not own their own homes.

Ex=Ierr 1
SHEET—MONDALE-HUMPHREY -RIBICOFF
AMENDMENT No. 2756

Purpose—To restore the minimum and
maximum standard deduction provisions
contained in the House verzion of H.R. 2166,

but dropped from the PFinance Committee
version,

Effect—The amendment will assure that
10 taxpayer receives a tax raduction under
the Senate bill lower than the reduction
that would have been received under the
House bill.

Cost—Revenue loss of #2.97 billion. (10974
income levels.)

Provisions—Increases the minimum stand-
ard deduction (also known as the low income
allowaunce) to $1,800, increases the percentage
standard deduction to 16 percent, and the
maximum standard deduction to $2,500 for
single persons and $3,000 for joint returns,
Under this amendment, therefore, the stand-
ard deduction would amount to 16 percent
of a taxpayer's adjusted gross income, but

Facr
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no less than $1,800, and no more than $2,500
for single returns and $3,000 for jolnt returns,

COMPARISON WITH CURRENT LAW AND HOUSE BILL

Mondale
amend-
ment

Current House
law bill

Minimum standard deduc-
tion (low inceme aflow-
ance) ...

1 §1, 900
* §2, 500
Percentage standard deduc-
M‘iqn""_"_'é“d'ﬁ'eii”_' 16
aximum standar uc- 52, 500

33, 000

1Singles.

2 Joints.

The Mondale amendment does not fully
restore the House minimum standard deduc-
tion provision because it overlaps very sub-
stantially with the $200 optional credit
(which may be taken in place of the §750
personal exemption) added by the Finance
Committee. Keeping the minimum standard
deduction at §1,800 saves approximately $2
billion (compared to the House provision),
almost all of which would go to the same
taxpayers who already receive a large tax
reduction under the $200 optional credit.

IMPACT ON INDIVIDUAL TAXPAYERS

The sttached tables show the impact of
the amendment on taxpayers with varying
income and family sizes. However, the tables
do not show the impact of changes In the
percentage and maximum standard deduc-
tlon, since 1t 1s assumed In the tables that all
taxpayers have deductible personal expenses
of at least 17 percent, which exceeds both the
current (159 ) and proposed (16%) per-
centage standard deduction, To take one ex-
ample, a married couple with no dep ts

Tax reduction

Finance
Commitlee
substitute

Mondale
amendment

40(+40) A0(4-4
40(-+-40
40(+40,
A0(+-40
40

40(-+40)
40(-+40)

SRS ERman
SEIRRNUFRRE

E5ER8
+t++++++++++
SS53588550RE

MARRIED COUPLE, 1 DEPENDENT

0
207 (4-38)
249 (464
212 (+10

0
173
1

202
152

e

bl ol nd

40 (4-40
40 (+40

MARRIED COUPLE, 2 DEPENDENTS

earning $17,600 with deductions equal to
10% their income who now take the standard
deduction would save $225 In taxes if the
standard deduction provisions in the pro-
posed amendment are adopted, but this sav-
ing is not reflected In the attached tables. In
the tables, the tax reductlons noted result
from the following provisions:

House bill—Increase in minimum standard
deduction to £1,900 for single returns and
$2,600 for joint returns, increase in percen-
tage standard deduction to 169, and in-
crease in maximum standard deduction to
$2,500 for single returns and $3,000 for joint
returns.

Finance Committee Substitute—$200 op-
tional credit in lleu of $750 personal exemp-
tlon, and reduction of 1 percentage point in
tax rates applicable to first $4,000 of taxable
income.

Mondale Amendment—Finance Committee
Substitute, plus $1,800 minlmum standard
deduction, 169% percentage standard deduc-
tlon, and maximum standard deduction of
$2,600 for single returns and $3,000 for joint
returns.

The numbers in parenthesis indicate the
increase (1) or decrease (—) in tax reduc-
tion—compared to the House bill—under the
Finance Committee Substitute and the Mon-
dale Amendment.

SINGLE PERSON

Tax reduction

Finance
House Committes Mondale
bill  substitute amendment

9 138(+49
114
114
13
43
0
o

;s

70) 245 70
i%g) 361 f{-‘ii?z

f
H
i
H
|

3

8,
10,
12,
15
17

55808

MARRIED COUPLE, 4 DEPENDENTS

0

0
28

312(-+140; 312§+140

380 401(+-265
314424
238

£+?.33
+1 174(4-174
97 $+97

+40) 40 (+40
40 +40;

40 (+40

40 (+40) 40 (+40)

cocsoocomfinBes

Mr. MONDALE, I yield to the Senator
from Nebraska.

Mr. CURTIS. I thank the distinguished
Senator.

My purpose is to make clear what is
proposed here.

The House raised the minimum stand-
ard deduction from $1,300 to $1,900. It
got to the Committee on Finance and we
adopted the Mondale amendment which,
in lieu thereof, gave taxpayers the right
to elect a $200 credit instead of taking a
$750 personal exemption.

Mr. MONDALE. Take one or the other,
that is correct.

Mr. CURTIS. One or the other.

Now, can the Senator tell us what the
cost was of the Mondale amendment?
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Mr. MONDALE. $5.9 billion.

Mr. CURTIS. Pardon?

Mr. MONDALE. $5.9 billion.

Mr. CURTIS. $5.9 billion.

Now, what does the Senator propose
to do at this time?

Mr. MONDALE. $2.97 billion,

Mr. CURTIS. Additional?

Mr. MONDALE. That is correct.

Mr. CURTIS. In other words, the Sen-
ator’s amendment would increase the
loss of revenue from 5.9 to 8.6?

Mr. MONDALE. I do not think the
Senator’s arithmetic is exactly correct,
but his point is well taken.

Mr. CURTIS. Well, whatever it adds
up to.

Mr. MONDALE. Yes, and there must
be some here who can help us add it.

Mr. CURTIS. Well, a pretty high fig-
ure, to me.

Mr. MONDALE. The Senator will be
pleased to know I joined with the Senate
yesterday and today in closing some of
those tax loopholes, so that we picked up
$3 billion in revenue.

Mr. CURTIS. Yes, but who is this ad-
ditional money going to go to?

Mr. MONDALE. Principally, these tax-
payers: single taxpayers, married couples
without dependents, and Americans be-
tween $10,000 and $20,000 a year who do
not itemize but take the standard deduc-
tion, and usually they do so because they
are renters and not homeowners. Those
are the ones who would get the benefits.

There is a table on the Senator’s desk
that shows none get a tremendous
amount. But the Senate commitiee’s
work, while I strongly favored it because
it incorporated my optional tax credit,
did, upon analysis, have certain flaws
in it.

It was unfair to single taxpayers below
$10,000 a year. It was unfair to Americans
who do not itemize their deductions
but take standard deductions, and it was
unfair to married couples without de-
pendents.

We are trying to distribute it a little
more fairly.

Mr. CURTIS. I want to say to the
Senator that I thank him for yielding.

Inasmuch as time is limited, I will not
ask any more questions, but I will speak
for a couple of minutes on my own time.

Mr. MONDALE. Fine,

I yield the floor.

Mr. CURTIS. Mr, President——

The PRESIDING OFFICER (Mr.
JoHNSTON) . The Senator from Nebraska.

Mr. CURTIS. How much time do I have
remaining?

The PRESIDING OFFICER. The Sen-
ator has 556 minutes.

tﬁd:r. CURTIS. I yield myself 2 min-
utes.

Mr, President, we have a number——

Mr. LONG. Mr. President, will the
Senator yield?

Mr. CURTIS. I am happy to yield to
the Senator.

Mr. LONG. Mr. President, may I ask
unanimous consent that further debate
under the Mondale amendment be lim-
ited to a half-hour to be divided between
the Senator from Minnesota and the
Senator from Nebraska?

Mr. CURTIS. Well, I am not going to
charge——
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The PRESIDING OFFICER. Is there
objection?

Mr, CURTIS. A half-hour to my time.

Mr. LONG. Well, then——

Mr. CURTIS. That would be all right
if I can farm it out without it heing
charged to me.

Mr. LONG. Yes.

Mr. CURTIS. OK.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. CURTIS. All right, I yield myself
2 minutes.

Now, here is the situation, the com-
mittee has already provided for a 12-
percent rebate. We have already pro-
vided for a $200 tax credit in lieu of the
personal exemption. We have already
provided for earned income credit, 10
percent, with & maximum of $400, and
they get that back if they do not pay
any taxes.

‘We have also reduced the tax rates. The
amendment of the distinguished Senator
from Minnesota would increase a $5.9
billion by something over $2 billion.

I call attention to the fact that it is a
vote to increase the deficit, and I oppose
the amendment.

Mr. HUMPHREY. Mr. President, I
wish to voice my strong support for the
amendment by my colleague from
Minnesota which provides for increasing
the levels of the low-income allowance
and the standard deduction. My Tax Re-
lief Act of 1975 contained such provisions
and I still believe that they are necessary
at this time. I wish to briefly point out
the reasons why such increases would be
helpful.

The present low-income allowance
level of $1,300 was established in 1972 to
correspond with the poverty line at that
time. Because of the severe inflation we
have experienced in the past 2 years, the
$1,300 level no longer corresponds in any
real sense to the poverty level, which for
a family of four has increased by around
$1,200. The result is that a family of four
with an income right at the poverty level
now pays over $150 a year in taxes. This,
of course makes no sense and must not
be tolerated.

Let me speak now on the more general
standard deduction. One of the reasons
that inflation has had such a sharp im-
pact on tax burdens is that it reduces the
real value of the standard deduction I
will illustrate through a simple example.

The average four-person family in
1973 with an income of $13,000 which
took the standard deduction paid $1,391
in Federal income taxes, This left $11,609
of disposable income. Assume the
family’s income rose 8 percent in 1974,
about the national average increase, to
$14,040. Because of higher taxes—
$1.609—its after-tax income would be
$12,431, only 7 percent higher. Thus,
the diminished value of the standard
deduction and the exemption actually in-
ereased the tax burden on this family
from 10.7 percent of income to 11.5 per-
cent.

Even if this family’s income had risen
by ‘the rate of inflation, 12 percent, its
after-tax purchasing power would have
declined 3 percent from 1973 to 1974.
The main point to remember is that this
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3-percent decline would be entirely due
to the diminished value of exemptions
and deductions in a period of inflation.

Tax burdens have also increased par-
ticularly for lower- and middle-income
taxpayers, because tax brackets are fixed
in dollar terms rather than real terms.
The result is that many taxpayers have
moved into higher tax brackets, even
though their real income remains the
same.

To conclude, these increases in the
levels of the low-income allowance and
the standard deduction are economically
sound and would help restore equity to
the tax system. We must remember that
this is the only postwar recession, and
we have had five others, in which taxes
as a percent of total personal income
have risen. So let us now take action to
adjust these deduction levels to take ac-
count for the inflation of the last 2 years,
which in turn will provide equitable relief
to all low- and middle-income Ameri-
cans,

The PRESIDING OFFICER. Who
yields time?

Mr. LONG. Mr. President, I would
strongly urge the Senator from Minne-
sota not to press the amendment. I will
explain why.

I believe the Mondale amendment that
was agreed to in the committee was a
very good amendment, and I still think
s0. If we agree to this amendment as it
is proposed here, when we go to confer-
ence with this, it would mean that what
the House sent us on the standard de-
duction is locked in and is not subject
to negotiation.

For example, a logical compromise
would be to tell the House conferees that
we would consider accepting their ver-
sion, provided they would give the tax-
payer the option to use the Mondale ap-
proach if that were more to the taxpay-
er's advantage, and that would increase
the cost above fhe House or Senate fig-
ure. That is a logical compromise.

If we go to the House with this further
modification of the original Mondale
amendment, then the House will take the
view that their part is already agreed
to, and that this would cost an extra
$3 billion in addition to all the other
Senate cost increases.

So there we would be. As a matter of
fiscal responsibility, they cannot accept
any more of the Mondale amendment.
That would then mean that we would
just have the House bill without the good
work done by the Senator from Minne-
sota in either respect.

I would not want that to happen.

I think what the Senator has done,
particularly for the benefit of people with
families, is a very fine and laudable con-
tribution to this bill.

I hope the Senator would not press it
because I am afraid he is likely to defeat
his own purpose, or it might work out
that way.

Mr, MONDALE. I have the point of
the distinguished floor manager, and I
appreciate his comments.

I feel very, very strongly that the pres-
ent individual income tax structure does
not provide relief in an effective way for
taxpayvers with families in the $6,000 to
$18,000 or $20,000 bracket.
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I understand and clearly see what the
distinguished floor manager is suggest-
ing here, namely, that it will be easier
to hold the optional tax credit in the
conference by perhaps acceding in the
course of the negotiations to the provi-
sions of this amendment—which are al-
ready found in the House bill—if we
leave it in the present form.

I would like to have a few minutes to
discuss this with my cosponsors before
I go further.

Mr. LONG. Mr. President, I suggest
the absence of a quorum. I ask unani-
mous consent that I might suggest the
absence of a guorum without it being
charged against my time.

The PRESIDING OFFICER. Quorum
calls are not charged against the time
of the Senators.

The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. MONDALE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MONDALE, Mr. President, I have
talked with my cosponsors, my colleague
from Minnesota (Mr. HuMPHREY) and
my colleague from Connecticut (My.
RisICOFF), and they agree that with this
realization and understanding it would
probably be wise at this point to with-
draw the amendment, knowing that it
would probably improve our chances of
holding the $200 optional credit in con-
ference,

Mr. LONG. I believe that would be a
wise thing.

Mr. MONDALE. Mr. President, I with-
draw my amendment.

The PRESIDING OFFICER. The
amendment is withdrawn.

The Senator from Kansas.

Mr. DOLE. Mr. President, I call up
my amendment and ask for its immedi-
ate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

My, DOLE, Mr, President, I ask unani-
mous consent that further reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 87, between lines 13 and 14, in-
sert the following new sectlon:

Sec. 304. ErecTioNn To SUBSTITUTE NET OP-
ERATING Loss CARRYBACK YEARS FOR
CARRYFORWARD YEARS.

{a) In GeENERAL—Subparagraph (E) of
section 172 (b) (1) (relating to years to which
net operating loss may be carried) is
amended to read as follows:

“(E) (1) In lieu of any net operating loss
carryover to which a taxpayer would other-
wise he entitled under this section, a tax-
payer may elect to carry back any net operat-
ing loss for a number of taxable years equal
to the number of taxable years to which such
loss could have been carried forward, and the
carryback so elected shall be added to the
number of taxable years for which the tax-
payer is otherwise entitled under this section
to carry back such net operating loss, Ex-
cept as provided in section 381(c) (25), and
except as provided in paragraph (3)(E), an
election under this subparagraph shall apply
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not only with respect to such net operating
loss but also to the taxable year of such loss,

“(i1) Unless he is described In clause (iil),
a taxpayer may not elect to have the provi-
slons of clause (1) apply unleas he establishes
an employee stock ownership plan (as de-
seribed in subsection (g)). This clause does
not apply to any credit or refund attribut-
able to a net operating loss or losses in=-
curred In taxable years ending after the date
of the first such election made by the tax-
payer.

“(iil) The provisions of clause (ii) do not
apply to any taxpayer the sum of whose
credits or refunds resulting from electing to
have the provisions of section 172(b) (1) (E)
apply to net operating losses incurred in tax-
able years ending on or before the date of
such first election does not exceed $10,000,-
000."

(b) SeeciaL RuLEs.—Sectlion 172(b) (3) (re-
lating to special rules) is amended by strik-
ing out subparagraphs (E) and (F), and by
inserting in lieu thereof the following:

“(E) (i) An election made under paragraph
(1) (E) may be revoked by the taxpayer at
any time within 60 months after the close
of the taxable year in which the election was
made. If a taxpayer revokes such an election,
the election may be revoked more than 60
months after the close of the taxable year
during which the election was made only
with the consent of the Secretary or his dele-
gate. The taxpayer’s liability for tax for all
taxable years beginning with the earliest fax-
able year affected by the carryback of the net
operating loss under election shall be redeter-
mined as if the election had never been made
with respect to each taxable year in which
thie taxpayer has a net operating loss to which
the election applies, as of the end of the
period within which the taxpayer could have
carried forward such loss (without regard to
the amount of such loss) if the election had
never been made. The amount of the tax-
payer's liability for tax for the taxable year
In which the election is revoked shall be
increased (as of the end of such taxable
year) by an amount equal to the amount by
which such redetermined liabllity with re-
spect to each such loss year exceeds the tax
pald for all such taxable years with respect
to each such loss year except that with re-
spect to each such loss year as to which
such period ends after the year of revocation,
the amount of the taxpayer's liability for
tax for the last year in such period shall
be increased (as of the end of such taxable
vear) by an amount equal to the amount
by which such redetermined tax liability with
respect to such loss year exceeds the tax
paid for all such taxable years with respect
to such loss year. An election revoked on or
before the time for filing a return for a taxz-
able year (including any extenslons thereof)
is considered as made during that year. In
redetermining the liability of a taxpayer for
tax for preceding taxable years under this
clause, the amount of such lability shall be
reduced by an amount equal to the amount
transferred (or treated as traunsferred) by
the taxpayer to an employee stock owner-
ship plan described in section 301(d) of the
Tax Reduction Act of 19756 or to a supple-
mental unemployment compensation benefit
plan described in such section in meeting
the requirements of subsectlon (b)(1)(E)
of this section. If the taxpayer was not re-
dquired to transfer any amounts to such a
plan under subsection (b) (1) (E) because of
the provisions of clause (1ii) thereof, the
preceding sentence does not apply.

“(i1) An election under paragraph (1) (E),
and a revocation of such election under this
subparagraph, shall be made in such manner
and at such times as the Secretary or his
delegate may by regulations prescribe. No
election may be made under paragraph (1)
(E) by any taxpayer described in subpara-
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graph (P) or (G) of paragraph (1). No elec-
tion may be made under paragraph (1) (E)
with respect to any foreign expropriation
loss to which paragraph (1) (D) applies.

“(iif) If an election made by the taxpayer
under subsection (b)(1l)(E) with respect
to a net operating loss incurred in any tax-
able year is revoked by the taxpayer, he may
not make another electlon under that sub-
section with respect to that year. If a tax-
payer has revoked an election made under
subsection (b) (1) (E) with respect to a net
operating loss incurred in any taxable year,
and such taxpayer makes an election under
such subsection with respect to a net oper-
ating loss incurred in a later taxable year,
no part of the net operating loss for the
taxable year wtih respect to which the elec-
tion was revoked may be carrled over to any
taxable year beginning after the taxable year
in which the second or other subsequent
election wunder subsection (b)(1)(E) is
made.”.

(¢) CARRYOVERS 1 CERTAIN CORPORATE AcC-
QUISITIONS.—Sectlon 381(c¢c) (relating to
items in the case of certaln corporate ac-
quisitions) is amended by adding at the end
thereof the following new paragraph:

“(26) TREATMENT OF NET OPERATING LOSSES
WHERE TO SUBSTITUTE CARRYBACKS FOR CARRY=-
OVERS HAS BEEN MADE.—The acquiring cor-
poration shall be bound by an election made
by the distributor or transferor corporation
under section 172(b) (1) (E) unless different
rules with respect to the years to which a
net operating loss may be carried apply
among the group consisting of the distributor
or transferor corporations and the acquiring
corporation, in which case the acquiring
corporation shall use the carryback and car-
ry-forward period prescribed by regulations
of the Secretary or his delegate, and the rules
of section 172(b) (3) (E) (1) shall apply to the
extent required by such regulations.”

(d) CONFORMING AMENDMENTS.—

(1) Clause (i) of section 172(b) (1) (A) is

amended by striking out “In the case” and
ingerting in lieu thereof “Except as provided
in subparagraph (E), in the case",

(2) Paragraph (3) of section 172(b) is
amended by inserting “(and so much of para-
graph (1) (E) as relates to paragraph (1) (A)
(i1) )" after “(1)(A)(ii)"” each place it ap-
pears,

(e) TECHNICAL AMENDMENTS, —

(1) Section 66564(f) is amended to read as
follows:

“(f) TAX COMPUTED AFTER APPLICATION OF
CrepiTs AcArNsT Tax.—For purposes of sub-
sections (b) and (d) the term *tax’ means—

“{1) the sum of—

“(A) the tax imposed by this chapter 1
(other than by section 56), plus

“(B) the tax imposed by chapter 2, minus
*(2) the sum of—

“(A) the credits against tax allowed by
part IV of subchapter A of chapter 1, other
than the credit against tax provided by sec-
tllt.m 31 (reiating to tax withheld on wages),
plus

“(B) any increase in labllity for tax de-
termined under section 172(b)(8)(E) (re-
lslatmg to revocation of special carryback elec-
tion)."”

(2) Section 6656(e) (1) (B) is amended—

(A) by striking out “and” at the end of
clause (ii),

(B) by striking out the period at the end
of clause (iil) and inserting in lieu thereof a
comma and “and”, and

(C) by adding at the end thereof the fol-
lowing new clause:

*{iv) any increase in liability tax deter-
mined under section 172(b) (3) (E) (relating
to revocation of special carryback election).”

(f) EFFECTIVE DATE.—

(1) IN GENERAL—The amendments made
by this section shall apply to net operating
losses for taxable years ending after January
1, 1970.

(2) TRANSITIONAL RULES.—I{ an election Is
made under section 172(b) (1) (E) of the In=-
ternal Revenue Code of 1854 with respect to
any net operating loss in a taxable year end-
ing before the date of the enactment of this
Act—

(A) In the case of a deflciency for any tax-
able year attributable to the application of
such net operating loss, section 6501(h) of
such Code shall be applied as if such loss
were for the taxpayer's first taxable year end-
ing after such date of enactment.

(B) in the case of an overpayment for
any taxable year attributable to the appll-
cation of such net operating loss, sectlons
6511(d) (2) and 6611(f) (1) of such Code
shall be applied as If such loss were for the
taxpayer's first taxable year ending after
such date of enactment, and

(C) the period for submitting an appli-
cation for a tentative carryback adjustment
under section 6411(a) of such Code with re-
spect to such net operating loss shall not
expire before the day which is 90 days after
such date of enactment,

(g) PLAN REQUIREMENTS FOR TAXPAYERS
ELECTING SUBSTITUTION OF L08S CARRYBACK
YEARS FOR L0SS CARRYFORWARD YEARS—In
order to meet the requirements of this sub=-
section—

(1) A corporation (hereinafter referred to
as the “employer) must establish an em-
ployes stock ownership plan (described in
paragraph (2)) which is funded by trans-
fers of employer securities in accordance with
the provisions of paragraph (5) and which
meets all other requirements of this sub-
section.

(2) The plan referred to in paragraph (1)
must be an individual account plan estab-
lished in writing which—

(A) is a stock bonus plan, a stock bonuas
and money purchase pension plan, or &
profit-sharing plan,

(B) is designed to invest primarily in em-
ployer securitles, and

(C) meets such other requirements (simi-
lar to requirements applicable to employee
stock ownership plans as defined in section
4975(e) (T) of the Internal Revenue Code of
10564) as the Secretary of the Treasury or
his delegate may prescribe.

(3) The plan must provide for the alloca-
tion of all employer securities transferred
to it or purchased by it (because of the
application of the provisions of section
46(a) (1) (E) of the Internal Revenue Code
of 1954, or the requirements of section
172(b) (1) (E) of such Code) to the account
of each participant at the close of each plan
year in an amount which bears substantially
the same proportion to the amount of all
such securities allocated to all participants
in the plan for that plan year as the amount
of compensation paid to such participant
(disregarding any compensation in excess
of the first 100,000 per year) bears to the
compensation paild to all such participants
during that year (disregarding any coms=
pensation in excess of the first $100,000 with
respect to any participant). Notwithstanding
the first senience of this paragraph, the
allocation to participant’s accounts may be
extended for such additional period or
periods as may be necessary to comply with
the requirements of section 415 of the
Internal Revenue Code of 1954.

(4) The plan must provide that each
participant is entitled to direct the plan
as to the manner in which any employer
securities allocated to the account of the
participant are to be voted.

(5) On making a claim for credit, adjust-
ment, or refund under section 38 of the In=
ternal Revenue Code of 1954, or under secs
tion 172 of such Code (if applicable), the
employer states in such clalm that it agrees,
as a condition of receiving any such credit,
adjustment, or refund, to transfer (not less
rapidly than ratable over 10 years) employer
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employer making
sectlon 173(b) (1)} (B) ef such
26 percent of the total amount of the
or credit of any overpayment of
by the employer b its first earry adjus
ment application er claim for refund p
susnt to sueh election. Im the case of

meets the requirements of section 501 (e} (17)
of such Code, the reqguirements of such sub-
paragraph shall be treated as satisfled if the
employer transfers no more than half of the
amount required under such subparagraph
to such supplementary unemployment com-
pensation benefit plan. For purposes of meet-
ing the reguirements of this paragraph, &
transfer of cash shall be treated as a transfer
of employer securitles if the cash is, under
the plan, used to purchase employer secu-
rities,

(6) Notwithstanding any other provisien
of law to the contrary, If the plan does not
meet the requirements of section 401 of the
Intermal Revenue Code of 1964—

€A) stock transferred under paragraph (5)
and distributed to participants, to the ex-
temt that. it Is considered income under the
Internal Revenue Code of 1954, shall be taxed
in accordance with the provisions of section
T2 thereof (treating the partieipant as hav-
ing & basls of zero in the contract) rather
than under section 83 of such Code,

fB} mo amount shall be allocated to any
participant in excess of the amount which
might be allocated if the plan met the re-

ts of section 401 of such Code, and

(C) the plan must meet the requirements
of sections 410 and 415 of such Code.

(7) I the amount of the credit deter-
mined under section 46(a) (1) (D) of the In-
ternal Revenue Code of 1954, or the amount
aof the adjustment or refund resulting from
the carryback of the net operating loss under
the efection made under section 172(b) (1)
(E] of such Cade, 1s recaptured in accord-
ance with the provisions of such Code, the
amounts transferred to the plan under this
subsection and allocated under the plan shall
remaln In the plan or in participant ac-
caunts, as the case may be, and continue to
be allocated In accordance with the original
plan agreement.

(8) For purposes of this subsection, the
term—

(A) “employer securities'” means common
stock Issued by the employer or its affiliate
with voting power and dividend rights neo
Tess favorable than the voting power and
dividend righta of other commen stock 1s-
sued by the employer or its afiliate, or secu=
rities Issued by the employer or its affillate
convertible into such stock, and

(B) *“value” means the average of closing
prices of the employer’'s securiiles, as re-
ported by a national exchange on which
securities are listed, for the 20 consecutive
trading days immediately preceding the date
of transfer or allocation of such securities.

(9) The Secretary of the Treasury or his
delegate shall prescribe such regulations and
require such reports as may be necessary to
carry out the provisions ef this subsection.

(10) If, at any time within 120 months
following the date on which the plan is
established under this subsection the em-
ployer fails to meet any requirement imposed
under this subsectlon or under any obliga-
tion undertaken to comply with the require-
ment of this subsection, he is liable to the
United States for a civil penalty of an
amount. equal to the amount involved in
such fallure. The preceding sentence shall
not apply If the taxpayer corrects such fail-
mre (as determined by the Secretary of the
Treasury or his delegate] within 90 days
after it occurs. The amount involved shall
not exceed the amount of the credit or

refund or sdjustment, amd shall not be less

(15) Notwithstanding any provision of
Internal Revenue Code of 1954 to the

ployment ecompenssiion benefit plan and
taken into mccount under this subsection.

Mr, DOLE. Mr. President, the energy
crisis and the deepening recession have
blaced some U.8. companies in desperate
financial condition, requiring extemsive
layoffs because of severe cash shortages
and inability to borrow. Particularly af-
fected are some automobile, shoe, and
electronics manufacturers, airlines and
airline suppliers, and others. These com-
panies have experienced unusually large
losses after earlier periods of substantial
fully taxed profits. The existing unduly
short-loss carryback period—3 years—
prevents such companies from recovering
the tax overpayments that result from
properly averaging losses and profits so
that they pay only on true net profits.

An extended net operating loss earry-
back period is desperately needed to pro-
vide these companies with a quick infu-
sion of cash to enable them to rehire
workers and resume full operation. The
companies most needing assistance will
obtain it at once from such a change and
will immediately put such funds into
circulation to stimulate the economy.

REVITALIZING THE ECONOMY

Mr. President, the Ways and Means
Committee panels of distinguished econ-
omists—January 27-30, 1975—unani-
mously agreed that loss carryback relief
would be extremely effective to combat
the recession. It will help companies
most needing it by refunding taxes pre-
viously paid which they should recover,
Carrybacks provide immediate ecash,
representing overpaid taxes, not tax for-
giveness, since income cannot fairly be
determined on a year-by-year basis but
should be averaged. The effect, however,
is much the same as the tax relief pro-
posed for low income individuals—an
immediate infusion of new purchasing in
the economy with strong stimulative re-
sults. Workers will be rehired; new ma-
terials, components, and machines will
be ordered. There is a striking parallel
in the basic equity of providing tax relief
to low income individuals and to com-
panies which have suffered catastrophic
losses from the energy crisis and the re-
cession. Both need the help and both will
respond to the relief by increased pur-
chasing of goods and services, thereby
helping to revitalize the economy.

The Internal Revenue Code already
contains a long list of extended carry-
back and ecarryover periods for particu-
lar industries or eircumstances, demon-
strating the inadequacy of the existing
general rules in many cases.

Any revenue loss from such a proposal
is, for the most part, temporary only. If
additional carryback years are allowed
only as a substitute for existing carry-
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eartybaeks are preferable, however. par-
ticularly under current ¢ condi-
tions, beeause they provide an immediate
infusion of cash to the companies need-

widieapmd application—to sman busi-
ness—which has long sought an in-
creased loss carryback period—as well as
large, to individuals engaged in business
as well as eorporations. Representatives
of small business testified in faver of
such a proposal before the Senate Fi-
nance Committee on Mareh 10, 1975.
FEOPOSED CHANGE

It is proposed that all taxpayers be
allowed to elect to substitute their car-
ryforward years under existing law as ad-
ditional earryback years for losses occur-
ring in the 1970-75 period. Thus any tax-
payer—a corporation or an individual—
could, with respeet to losses in taxable
years beginning on or after January 1,
1670, and ending on or before December
31, 1975, elect. an 8-year carryback peri-
od and no carryforward period instead
of 3 back and 5 forward under present
law. A regulated transportation com-
pany entitled to 3 back and 7 forward
under existing law could elect to carry
such losses back 10 years—with no carry-
forwards. No increase in the fotal carry-
over period would occur.

The election would be allowed only if
the taxpayer’s loss for any such year
exceeds 200 percent of average income
for the preceding 4 years. This will re-
strict the election to unusually large
losses—in general, to taxpayers which
could not use the Ioss carrybacks within
the normal 3-year carryback period.

The amendment I offer would allow
this freatment for losses in the years
1870 through 1975, the period most di-
rectly affected by the earlier 1970-T1
recession, the energy crisis, and the cur-
rent deeper recession. Allowance of the
treatment for these years will provide
the desperately needed help for those
particular industries previously men-
tioned which have suffered unusually
large losses. It is necessary to allow the
treatment for 1970 and later years to deal
fairly with the adverse effects on par-
ticular U.S. industries which are now
at their worst.

EMPLOYEE BTOCK OWNERSHIFP PROGRAM

The proposal would insure that em-
ployees of larger companies benefitting,
as well as the companies themselves,
would share to a substantial degree in
the relief. In general, listed companies
which take advantage of the new aver-
aging provision would be required to con-
tribute 25 percent of the tax refund
obtained from the extended carryback
over a period of 10 years in value of
common stock of the corporation to an
employee stock ownership plan, er, in
some cases in part, to a supplemental
unemployment benefits plan. The contri-
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butions of company stock would be
limited so as not to dilute the existing
equity of the company by more than
15 percent; this recognizes the problems
of companies with very large losses and
sharply depressed stock prices.
Employees will, of course, derive fur-
ther benefit from the carryback pro-
posal since the cash infusions will as.':,iat
employers in maintaining or increasing
existing employment levels.
REVENUE EFFECT

As previously indicated, in evaluating
the revenue loss effect, it is essential to
take into account the fact that the allow-
ance of losses by way of extended carry-
backs is offset by the revenue loss which
would have resulted in the future from
deduction of such losses as carryforwards.
Present law is sufficiently flexible to
allow a taxpayer with loss carryforwards
either to use them itself or at the very
least to sell much of the benefit of such
losses, in which case they cause a revenue
loss.

In other words, to the extent that more
effective use of carrybacks is possible,
carryforwards are eliminated. If such
carryforwards would have been used in
any event, whether as a result of trans-
actions with new interests or otherwise,
the revenue loss is limited to the effect of
simply allowing the losses at an earlier
time. In that event, the only real revenue
effect is an interest factor.

The importance of the amendment to
a company now is the immediate avail-
ability of the cash to help it through
its current cash shortage which has been
caused by the recession—1970-71 and
1971-75—and the energy crisis of 1973,
up to the present time,

Mr. President, having said that and
having made that formal statement, I
think it may be obvious to some that
this amendment is almost identical to
the amendment adopted by the Commit-
tee on Finance; and at the time, it was
called the Pan Am-Chrysler-Lockheed
amendment. I wish to clarify, if at all
possible, that this amendment is not
strictly for big business. So far as this
Senator knows, there is no Chrysler or
Lockheed or Pam Am interest in the
State of Kansas.

I wish to set the record straight and
assure Senators that this amendment,
which is virtually identical to that
adopted by the committee, would apply
to any taxpayer, including individuals,
small businesses, as well as large corpo-
rations.

I have some information with respect
to a number of small companies. I under-
stand that there are 500 footwear com-
panies in this country that belong to the
American Footwear Industry Associa-
tion, and about 200 of these corporations
would be helped by this amendment.
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I am informed that, based on the pro-
spective application of this provision, if
enacted, the John Swenson Granite Co.,
in Concord, N.H., for example, would re-
ceive an anticipated refund of some
$800,000, American Girl Fashions, Inc.,
of Ware, Mass., a women's shoe producer,
would receive an anticipated refund of
about $3 million.

A textile company in a Southern Stafte,
if this amendment is adopted, would re-
ceive an anticipated refund of about
$2.5 million.

Another shoe company in Massachu-
setts would receive an anticipated re-
fund of about $25,000, and a granite
fabricator in Brooklyn, N.¥., would re-
ceive an anticipated refund of about
$35,000.

For what will these funds be used?
They will be used for payroll and sup-
plies, working capital, new equipment,
and the like.

Mr. President, the Joint Committee on
Internal Revenue and Taxation has esti-
mated that of the $1 billion which would
be refunded under this proposal, approx-
imately $750,000 would go to about 200
to 300 individuals owning corporations
of all sizes. I say that again to demon-
strate and to underscore and to empha-
size this is not a bailout amendment for
Lockheed. It is not a bailout amendment
for Pan American. It is an amendment
that applies right across the board fo all
enterprises. If applies to the entire busi-
ness sector.

It would apply, for example, to farm-
ers, businessmen, housing contractors,
and manufacturers who have been hard
hit by cheap foreign imports, and to
practically anyone who has suffered ex-
traordinary losses during these inflation-
ary times.

This amendment will not provide these
taxpayers with any windfall. They will
be getting back their own tax dollars
which they have previously paid to the
Government.

As I said earlier in my statement, most
businessmen are now permitted an 8-
year period in which to carry losses back
and forward, Under present law, it is a 3-
vear back and a 5-year forward formula.
This amendment simply permits the av-
erage taxpayer to elect a loss averaging
period for 8 years back and zero for-
ward. If they later wish to switch back
to the general rule of carrybacks and
carryforwards, they will have to pay back
to the Treasury the tax benefit they de-
rived under this amendment.

Finally, if there is any something-for-
nothing element in this amendment, it
is for the millions of individual employ-
ees of corporations who will be getting,
at no cost to them, stock of the employer
equal to 25 percent of the refund received
by the corporations.
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The agreement to turn over 25 percent
of the refund in the form of stock is the
result of the efforts of the distinguished
chairman of the Committee on Finance,
and it is given to the employees as a pre-
condition to the application of this
amendment. In other words, if the agree~
ment is not made to turn over the stock,
then there is no benefit from this amend-
ment to that employer.

In short, and in conclusion, this
amendment applies to all taxpayers, in-
dividuals, and corporations of any size.
They will not be permitted to use any
more years for averaging their losses
than the law now provides. They will be
required to repay any tax benefit if they
later revoke the extended carryback
election.

Finally, millions of employees will be
getting a cost-free stake in their own
companies.

Mr. President, earlier today, we had
an amendment similar in scope but per-
haps somewhat stricter in application,
applying to just one corporation—apply-
ing to Chrysler Corp. It was the inten-
tion, or at least the thought, of the Sen-
ator from Kansas at that time to add this
amendment as a substitute. After some
thought and some consultation, it was
agreed that perhaps it might be best to
see what happens so far as Chrysler
Corp. is concerned. When the tax rebate
package left the Committee on Finance,
it included the Chrysler Corp. amend-
ment, which was adopted, and a motion
to table failed by a vote of 53 to 43.

It also contained the provision that I
have now discussed—not just Pan Am,
not just Lockheed, but some 200 to 300
corporations and individuals. It seems to
this Senator that in fairness and equity,
i we said less than 22 howrs ago that
we are willing to give Chrysler Corp.,
in this amendment that this Senator
voted for, some benefit of averaging and
carryback and carryforward, this
amendment has even greater merit and
greater appeal. Because under this
amendment, there will be a requirement
of the ESOP or stock ownership plan, of
25 percent, going back to the employees
at no cost to the employees at all.

I believe that, despite what it may be
called by the press and advertised as
by some, it does have great merit and
it will be of benefit. I certainly hope that
it will be adopted—if not accepted by
the chairman, adopted by the Senate.

Mr. President, I ask unanimous con-
sent to have printed in the REcorp cer-
tain material relating to this amend-
ment.

There being no objection, the mate-
rial was ordered to be printed in the
Recorp, as follows:

PROFILES OF SELECTED SMALL COMPANIES WHICH WOULD BENEFIT FROM THE ENACTMENT OF SEC, 304 OF H.R. 2166

[The net operating loss carryback provision of the tax reduction bill]

Name Location

Business

1. John Swenson Granite Co.._._._........

2. American Girl Fashions, Inc

3. Bernie Shoe Ca.........._.

4. Joseph Weijss & Sons, Inc....__.

5, A textile {name
request).

Ware, Mass.
.- Haverhill, Mass
—emmemnen Brookiyn, NY_____
ble upon A South

Concord, NH. oo

State.. ...

---- Granite quarrier and fabricator__
«---- Women's shoe producer........ 2,

do
mmmenen-r=ne Granile fabricator_... .. ..
5 - Textile manufacturer.___ ..

Number of employees

170 in 1970, 20 today._________

000 in 1966, 200 today_.... ...

--- 170 in 1966, 100 today_.

Pk e LA, B e
- 9,000 in 1968, 5,000 today.......

Anticipated
refund Anticipated use of funds

£200, 000 Payroll and supplies,
3,000,000 Working capital.

25,000 Payroll and supplies.
MNew equipment.

35, 000
2,500,000 Equipment and supplies.

Mote: These corporations are representative of the type of small company which would benefit from the enactment of zec. 304, A more detailed description of each is attached.
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[Memorandums]
Marce 19, 1976,

JoserH Wmiss & Seows, INc., ErRooxnywN, N.Y.

Re: HR 2168, § 304.

FHOVILE OF A COMPANY WEICH WOULD BENEFTI
FEOM AN EXTENSION OF THE MET OFERATING
LOSS CARRYBACK PERIOD
Joseph Weiss & Sons, Inc. is a small owner

operated New York granite and marble fabri-

cator which was founded in 1852 in Brooklyn.

The company made moderate profits for the

first twenty years of its existence and paid

substantial amounts in federal income taxes,

Since 1073, however, this company has
mncurred large losses which have depleted ita
working eapital Under existing law it Is not
able to carry these cwrrent losses back far
enough to fully offset them against previous
profits. If section 304 of HR. 2166 Is en-
acted, however, It will be permitted to carry
its losses back an additional five years,
thereby providing it with an immediate re-
fund In the nelghborhood of $36,000.

The funds received will be used by the
company to replenish its warking capital and
to provide for new equipment.

MamcE 19, 1976
Ansmmzcan Gmr Fasmmoxs, Inc., (FoRMERLY
ComsoLIDATEDN NaTioman Sgo Core. ), Wans,
Msss.
Re: HR. 2166, § 304.

FREOFILE OF A COMPANY WHICH WOULD BENEPED
FROM AN EXTENSION OF THE NET OPERATING
LOS6 CARRYBACK FERIOD

Among the companties which would benefit
from an extension of the net operating losa
carryback period would be American Girl
Fashions, Inc.,, a Inrge employer In Massa-
ehusetts, Maine and New Hampshire,

American Girl Fashions, Ine. was erigi-
nally founded in Lynn, Massachusetts in 1917
as a8 women’s shoe manufacturer. Over the
years It expanded its operations until in 1968
it was a large publicly held company, with
mumerous factories and over 2,000 employees,

In 1969 it began to suffer losses, Howewver,
and has recently been forced to file a peti-
tlon under Chapter 11 of the Bankruptey
Laws in order to permit it to reorganize its
affairs. Most of its plants have been closed.
Employment has declined from over 2,000 in
1968 to approximately 200 st the present
time

Under exlsting law, American Girl is net
able to offset its recent substantial losses
(#12 million In the past five years) with
previous profits. If §304 of HR. 2166 1s
enacted permitting corporations to carry
their losses back for an additional five year
period, however, American Girl would receive
an immediate refund in the neighborhood
of four millionr dollars from taxes previously
pald. These funds would be promptly put
to use for the purchase of additional mate-
rials and payroll, and would materially assist
in the recovery ef this substantisl New
England employer and taxpayer.

Marce 19, 1975,
A SourAerN TEXTLE MANUFACTURER

Re: H.R. 2166, § 304.

FROFILE OF A COMPANY WHICH WOULD BENEFIT
FROBE AN EXTENSION OF THE NFT OPERATING
LOSS CARRYBACE
Among the companlies which would benefit

from legislation extending the period for

earrying back net operating losses is a south-
ern textile manufacturer (name available
upon request). This company made a profit
in every year from 1911 te 1968, and in the
period from 1941 to the present, it has paid

66 million dollars in income taxes.

In 1969, it began suffering losses, at frst
because of Intemse import ecompetition, amd
later because of the recession. As a result, It
has been forced to close a substantial portion
af its plants Since this company is one of
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the largest employers In its state, the result-
ing layoff of 45 percent of ifs Iabor force
(approximately 4,000 employees) has had a
significint effect upon the state’s economy.

The recent losses have also had a disastrous
effect on the company's stockholders. Ne
dividends have been paid since 1968, and the
market price of the company’'s steck has
declined by 84 percent since 1966.

The company has suffered cumulative tax
losses in the past four years of 20 million
dollars, and under existing law it s unable
to fully offset these losses against previous
profits. IT section 304 of H.R. 2166 is enacted
permitting corporations to carry losses back
for five additional years, the company will
obtaln an immediate refund of approxlmately
2.5 milllon dollars from taxes pald during
earlier periods. These funds will be used to
replenish badly depleted working capital so
that more plies can be purchased and
more employees put back to work,

Marce 19, 1975.
Brrxig SHOE Co., HAVERHTLL, Blass,
Re: HR. 2166, § 304

PROFILE OF A COMPANY WHICH WOULD BENEFLE
FREOM AN EXTENSION OF THE NET OPERATING
LOSS CANRYBACK PERIOD
The Bernle Shoe Company {5 a small owner

operated Massachusetts shoe manufacturer

whiclh was founded In 1846 In Haverhill,

Massachusetts. Over the years it grew and

prospered, earuing profits and paying federal

income taxes. By 1966 It employed nearly 170

workers and its sales had risen to over $1.5

million,

Since 1970, however, It has incurred losses
which, although not large by big eompany
standards, are substantial for it. In recent
years it has cut back its operation in part
because of the lack of working ml. At
the present time it has only about 100
employees, a decreaze of 40 percent since
1966.

Under existing Iaw Bernile Shoe Company
is not able to carry its present losses back far
enough to fully mateh them up with earlier
profits, and accordingly, it has net oper-
ating losses which 1t is not able to use. How-
ever, if legislation is enacted permitiing cor-
porations to carry their losses back an addi-
tional five years, Bernie Shoe ¥y will
offset {ts current losses against earlier profits,
and will receive an immediate refund in the
neighborhood of $25,000. The funds received
by this small eompany will be promptly put
to use for the purchase of additiomal ma-
terials and to meet payroll.

MarcH 19, 1978,
Jorx SwENSON GraxiTe Co., Concomp, N.H.
FROFILE OF A COMPANY WHICH WOULD BENE-~

FIT VROM AN EXTENSION OF THE NET OFER-

ATING LOSS CARRYBACK:

Among the ecompanies which would bene-
fit from legislation extending the perlod for
carrying back net operating losses is the
John Swenson Granite Company. This com=-
pany was founded In 1883 and has been an
important source of economiec activity in the
©Concord, New Hampshire area for nearly 90
years. The company quarries and processes
granite into monuments, curbing and build-
ing stone.

The John Swenson Granite Company had
a very profitable experience from its found-
ing in 1883 until the late 1080's. Since that
time it has suffered substantial losses and at
present has a Iarge cumulative net operating
loss, which under existing legislation, it is
not able to offset agalnst profits made in
earler years. If section 304 of HR. 2166 is
enacted, however, permitting corporations to
carry their losses back an addisional five
years, the John Swenson Granite Company
will receive an immediate refund in the
neighborkood of $800,000. These funds will
replenish badly depleted working capital en-
abling the company to purchase additlonal
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supplies and reemploy some of its lald-off
workers,

Mr. LONG. Mr. President, the Senator
from Louisiana voted for the amendment.

merit than some of the other provisions
in the bill. For example, there is a provi-
sion in the House-passed bill, that
doubles the amount eof favorable tax
treatment for small business so that
the surtax exemption is raised from
$25,000 to $50,000. While that is
a desirable item, I really think that it
would not do so much to help the ailing
economy as would the Senator's amend-~
ment, which would prevent some of these
major companies, which are having to
lay off a great number of their people,
from going out of business or from hav-
ing to bring to an end for example, to the
rebate scheme which is helping to move
the automobiles out of invemtory, and
matters of that sort. I really think that
with two items of about equal cost, it
would be betier to help those who are
having a difficult time, even though they
have paid a great deal of taxes to this
country in years gone by, by a tax-aver-
aging arrangement than it would be to
provide a further tax cut to somebody
who did not expect it and will be sur-
prised to find that he got it, merely be-
cause we doubled the tax exemption, for
example. Looking at priorities, I am in-
clined to feel there is great merit to the
Senator’s suggestion and I am inelined
to vote for it. I do not believe we are un-
der time control.

Mr. President, I ask for the yeas and
nays on the Dole amendment.

The PRESIDING OFFICER. Is there
a sufficient second ?

There is a sufficient. second.

The yeas and nays were ordered.

Mr. DOLE. Mr, President, the Senator
from EKansas is willing to proceed with-
out the yeas and nays.

Mr. LONG. I think that there should
be a rollcall vote on i, Mr. President.
That is why I asked for the yeas and
Bays.

The PRESIDING OFFICER. The yeas
and nays have been ordered. The clerk
will call the roll.

The legislative clerk called the roll.

Mr. ROBERT C. BYRD. I announce
that the Senator from Missouri (Mzx.
SyMivcTon) is necessarily absent.

Mr, GRIFFIN. I announce that the
Senator from Nevada (Mr. Laxary), the
Senator from Oregon (Mr. Packwoon),
and the Senator from Alaska (M.
STEVENS) are absent.

I further announce that the Senator
from Ohio (Mr. Tarz) is absent due to
jliness.

I further ammounce that, if present
and voting, the Senator from Ohio (Mr.
Tart) would vote “nay.”

The result was ammounced—yeas 24,
nays 70, as follows:

[Rolleall Vote No. 101 Leg.]
YEAS—24

Nelson
Pearson

Scott, Hugh
Taimadge
Thurmond
Tower

Tunney

=




March 21, 1975

NAYS—T0

Abourezk
Allen
Bartlett
Bayh
Beall
Belimon

Glenn
Goldwater
Hansen

Hart, Gary W.
Hart, Philip A,
Haskell
Hatfield
Hathaway
Helms

Bentsen
Biden
Buckley
Bumpers Hollings

Burdick Hruska

Byrd, Huddleston

Harry P., Jr. Humphrey
Byrd, Rokbert C. Jackson
Cannon Javits
Case Johnston
Church Kennedy
Culver Leahy
Curtis Magnuson
Domenicl Mansfield
Eagleton Mathias
Eastland McClellan
Fannin McGee
Ford McGovern

NOT VOTING—5
Laxalt Btevens Taft
Packwood Symington

So Mr. Dore’s amendment was re-
Jected.

Several Senators addressed the Chair,

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. BROOKE. Mr. President, I ask
unanimous consent that staff members
Barbara Harris and Jeremiah Buckley
be permitied to remain on the floor for
the remainder of the consideration of
this bill.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. STAFFORD. Mr. President, earlier
I filed an amendment which I shall not
call up at this time——

The PRESIDING OFFICER. May we
have order.

Mr. STAFFORD. Mr. President, I will
yield to the Senator from Kentucky, with
the understanding that I shall not lose
the floor, for a unanimous-consent re=-
quest.

Mr, FORD. Mr. President, I ask unani-
mous consent that a member of my staff,
Tom Preston, be allowed the privileges
of the floor for the remainder of the day.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, STAFFORD. Mr, President, as I
sald a moment ago, earlier I filed an
amendment which I shall not eall up at
this time because of developments that
have taken place since——

The PRESIDING OFFICER. Will the
Senator suspend? The Senate is not in
order. The Senator may proceed.

Mr. STAFFORD. I do not want to take
any action now that may further delay
our action on passage of tax reduction
legislation that is so important to our
Nation.

I do, however, want to make a few re-
marks on a provision in HR. 2166 that I
believe is detrimental to a balanced and
efficient transportation system in this
counftry.

The amendment I filed would have
deleted section 401 of the bill, a provision
that would repeal excise taxes on trucks
and buses, along with their parts and
accessories.

Late in the last Congress we passed a
measure permitting heavier trucks to use
the Interstate System. I opposed that
action primarily because of increased
safety hazards, but also because of high-
er costs required to maintain a safe and
efficlent highway system.
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Estimates by the Federal Highway
Administration of maintenance and con-
struction cost increases resulting from
the heavier weights amounted to over
$150 million a year in cwrent dollars.

Revenues from the taxes which section
401 would repeal amounted to $744,793,-
000 in 1974. Thus, if the excise tax is re-
pealed, Congress will, within 3 months,
have provided a subsidy to the trucking
industry on the order of $850 million.

It seems to me particularly ironic at
this time to rush through a change of
this magnitude when the Senate recent-
ly devoted many hours of debate to the
question of Iincreasing assistance to
bankrupt railroads by $347 million.

The railroads, especially in the North-
east and Midwest, are in dire straits.
Many suggest that a major cause of this
situation is the competitive edge given
to truck transportation by virtue of the
fact that Federal, State, and local gov-
ernments provide and maintain truck
rights-of-way, that is, the Nation’s high-
ways.

One measure of this advantage is given
in the recent preliminary report by the
U.S. Railway Association, which notes
that class I and II regulated motor
carriers spent only 5.9 percent of their
revenues for “user charges”—both State
and Federal—while class I railroads
spent almost 21 percent of their revenues
on maintenance of right-of-way facili-
ties. To increase the competitive edge
of trucks at this time seems particularly
ill advised.

A related issue is the question of
whether trucks pay their fair share of
the cost of the Nation’s highway system.
Truckers have long contended, in testi-
mony before the Public Works Commit-
tee and elsewhere, that the existing tax
structure represents a balance between
truck user benefits from, and contribu-
tions to, the Highway Trust Fund.

Some economic analyses, Including
one done by DOT, however, have con-
cluded that heavy trucks do not pay
their share of highway construction
costs, even under present tax rates.

The Committee on Public Works, over
the past several years, has heard re-
peated testimony from State and county
highway officials, from automobile as-
sociations, and safety experts, that there
is a pressing need to rebuild and upgrade
existing highways.

Many billions of dollars are required—
not to construct new roads but to render
the present network safe and efficient.
It is said that an investment in improv-
ing the highway system produces long-
term economic benefits, and that the in-
vestment must be made now to insure
that highway transportation does not
suffer the same fate as the railroads.

Surely this is no time to reduce the
investment required from those profiting
most from an efficient highway system.

Finally, the Public Works Committee
will be looking at the entire Federal-aid
highway program this year and making
recommendations fo the Finance Com-
mittee with regard to the highway trust
fund, which is scheduled to expire in
October 19717.

Repeal of this source of revenue, which
in 1974 contributed 12.3 percent of the
income to the trust fund, could limit
other options for modifying the trust
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fund, such as turning back to the States
a portion of gasoline tax revenues.

To relieve the trucking industry of a
substantial share of its obligation to con-
tribute to the cost of reconstructing high-
ways which its wehicles tear up while
simultaneously giving trucks further
economic advantage over rails, seems to
this Senator too high a price to pay for
a scheme which might only eventually
result in higher employment.

Mr. President, I reserve the remainder
of my time.

Mr. ROBERT C. BYRD. Mr. Presi-
dent——

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROBERT C. BYRD. Does the Sen-
ator from Florida wish to offer an
amendment?

Mr. LONG. Mr. President, I ask that
the Senator from South Carolina be rec-
ognized for 1 minute.

Mr. ROBERT C. BYRD. Mr. President,
I yield then to the Senator from South
Carolina, and I have an amendment
which I would like to call up.

I would ask unanimous consent that
following the amendment of Mr. HoLL-
mwes and the amendment of Mr, CHILES,
that I be recognized to call up my
amendment.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. HOLLINGS. Mr. President, I call
up my plowback clarification amend-
ment. I have checked with the leader
and the minority leader on the other side,
and I ask the clerk to state the amend-
ment.

The PRESIDING OFFICER. The clerk
will state the amendment.

The legislative clerk read as follows:

At the end of the Internal Revenue Act,
section 613A., Limitations on percentage de-
pletion in case of oil and gas wells, subsec-
tion “(e), Plowback Limitation,™ after “(3)
Qualified investment carryover”, add a new
subsection “(4) Royalty Owners”, and re-
number all succeeding sections accordingly:

“({4) ROYALTY OWNERS.—

*(1) General rule shall not apply in the
case of the deduction for depletion with re-
spect to a producer's share of produection
from & royalty interest.

Mr. HOLLINGS. Mr. President, in
drawing up our compromise amendment
yesterday that we presented to the
Senate, I thought in the Cranston plow-
back provisions they included section 4
of the Senator from Texas (Mr. BEnT-
SEN) relative to royalty owners.

At one time the distinguished Senator
from Oklahoma (Mr. BarTLETT) asked
me if that was in that version and my
answer was, “yes.” I am only submitting
an amendment now—and we can just by
voice vote put it In—to put it just exactly
where we said it was; namely, that the
Bentsen plowback provision relative to
exempting royalty owners would be in
this bill.

The merit is, of course, that the royalty
owner could lease his traect, he should
not be required to go into that busi-
ness, particularly with respect to Inde-
pendents.

I am trying to put the amendment
exactly where I represented it to be at
the time the Senate adopted it yester-
day affernoon.
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Mr. BARTLETT. Mr. President, I
thank the distinguished Senator from
South Carolina and this is agreeable.
Mr. HOLLINGS. I yield to the distin-
guished Senator from Louisiana.

Mr., JOHNSTON. Mr, President, just
to be perfectly clear, on the Hollings
amendment, the intent is to exempt the
landowner royalties from the plowback
provisions, Is that correct?

Mr, HOLLINGS. That is correct. When
you look at the amendment on page 9
where they include the plowback pro-
vision, they put it into the Cranston
amendment, but in clipping pages 9, 10,
and 11 they made a mistake on the top
paragraph, paragraph 4, which referred
to the royalty owner. That is what we
thought was included. It was a clipping
error on their part. When we took that,
we thought we were including the full
Bentsen plowback. The intent is clear,
that the royalty owner is only the owner
of the property and he could not in good
conscience be required to go into the oil
business on a plowback provision. It
does not relate whatever to his income.
If he is the landowner, he is exempt from
the plowback provision.

Mr. JOHNSTON., I thank the Senator.

The PRESIDING OFFICER. The Sen-
ator from South Carolina has the floor.

Mr. HOLLINGS. I ask for the adoption
of the amendment,

The PRESIDING OFFICER. The ques-
tion is on agreeing to the amendment.
(Putting the question.)

The amendment was agreed to.

Mr, CURTIS. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

Mr. LONG. Mr. President——

The PRESIDING OFFICER. I am in-
formed there was a previous agreement
to recognize the Senator from Florida.

Mr. CHILES. It is a unanimous-con-
sent request, Mr. President,

The PRESIDING OFFICER. The Chair
recognizes the Senator from Florida.

Mr. CHILES. I call up my amendment
in the form of a substitute and request
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

Mr, CHILES. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Strike out all after the enacting clause
and insert in lieu thereof the following:
SgcrioN 1. SHoRT TITLE; TABLE OF CONTENTS.

(a) Smzorr TrrLe—This Act may be cited
as the “Tax Reduction Act of 1875",

(b) TaBLE OF CONTENTS.—

Sec. 1. Short title.

Sec, 2. Amendment of 1854 Code.

TITLE I—REFUND OF 1074 INDIVIDUAL
TAX

101. Refunds of 1974 individual income

taxes.

Sen. 102. Refunds disregarded in the admin-
istration of Federal programs and
federally assisted programs.

TITLE II—-REDUCTIONS IN INDIVIDUAL

INCOME TAXES

Sec. 201, Tax credit for personal exemptions.

Sec. 202. Credit for certaln earned Income,

Sec. 203. Withholding tax.

Sec.
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Sec. 204, Oredit for purchase of principal
residence.
Sec. 205. Effective dates,
TITLE III—CERTAIN CHANGES IN
BUSINESS TAXES
Sec. 301, Increase in investment credit.
Sec. 302. Allowance of investment credit
where construction of property
will take more than 2 years.
Src. 303. Change In corporate tax rates and
increase In surtax exemption.
Sec. 304. Effective dates.
TITLE IV—CHANGES AFFECTING
INDIVIDUALS AND BUSINESSES
401. Repeal of excise tax on motor
vehlcles.
SEc. 2, AMENDMENT oF 1054 Cobr.

Except as otherwise expressly provided,
whenever in this Act an smendment or re-
peal is expressed in terms of an amendment
to, or repeal of, a section or other provision,
the reference shall be considered to be made
to a section or other provision of the In-
ternal Revenue Code of 1954.

TITLE I—REFUND OF 1974 INDIVIDUAL
INCOME TAXES
Sec. 101. REFUND OF 1974 INDIVIDUAL INCOME
TAXES.

() In GeEneEraL—Subchapter B of chap-
‘ter 65 (relating to rules of special applica-
tion in the case of abatements, credits, and
refunds) is amended by adding at the end
thereof the following new section:

“SEc, 6428. REFunD OF 1974 INDIVIDUAL IN-
COME TaxEs,

“(a) GENERAL RULE.—Except as otherwise
provided in this section, each individual shall
be treated as having made a payment against
the tax imposed by chapter 1 for his first
taxable year beginning in 1974 in an amount
equal to 7.5 percent of the amount of his
liability for tax for such taxable year.

*(b) Minimum PAYMENT.—The amoéunt
treated as paid by reason of this section shall
not be less than the lesser of—

*(1) the amount of the taxpayer's liabil-
ity for tax for his first taxable year beginning
in 1974, or

“(2) #76 (837.50 in the case of a mnarried
individual filing a separate return).

“(e) MaxIMUM PAYMENT—

“(1) I¥ GENERAL.—The amount treated as
paid by reason of this section shall not ex=
ceed $1650 (8756 in the case of a married indi-
vidual filing a separate return).

*(2) LIMIrATION BASED ON ADJUSTED GROSS
NcoMmE,—The excess (if any) of-—

“{A) the amount which would (but for
this paragraph) be treated as paid by reason
of this section, over

“{B) the applicable minimum payment
provided by subsection (b),
shall be reduced (but not below zero) by an
amount which bears the same ratio to such
excess as the adjusted gross income for the
taxable year in excess of $20,000 bears to
$10,000. In the case of a married individual
filing a separate return, the preceding sen-
tence shall be applied by substituting *$10,-
000' for ‘$20,000" and by substituting *$5,000°
for ‘$10,000°.

*#(d) Liasmary ¥om Tax—For purposes of
this section, the liabllity for tax for the tax-
able year shall be the sum of—

“({1) the tax imposed by chapter 1 for such
year, reduced by the sum of the credits al-
lowable under—

“(A) section 33 (relating to foreign iax
credit),

“(B) section 37 (relating to retirement in-
come),

“(C) sectlon 88 (relating to investment in
certain depreciable property),

“(D) section 40 (relating to expenses of
work incentive progrars), and

“(E) section 41 (relating to contributlons
to candidates for public office), plus
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“{2) the tax on amounts described in sec-
tlon 3102(c) or 3202(c) which are required
to be shown on the taxpayer's return of the
chapter 1 tax for the taxable year.

“(e) DATE PAYMENT DEEMED MApE—The
payment provided by this section shall be
deemed made on whichever of the following
dates is the later:

*(1) the date prescribed by law (deter-
mined without extensions) for filing the re-
turn of tax under chapier 1 for the taxable
Yyear, or

“(2) the date on which the taxpayer files
his return of tax under chapter 1 for the
taxable year.

“{f) JomT RETURN.~—For purposes of this
section, In the case of a joint refurn under
section 6013 both spouses shall be freafed
as one individual.

“(g) Marrrar StaTus.—The determination
of marital status for purposes of this section
shall be made under section 143.

“(h) CerraiN PersoNs Nor EricmLE.—This
section shall not apply to any estate or
trust, nor shall it apply fo any nonresident
allen individual."

(b) No INTEREST ON INDIVIDUAL INCOME TaAx
ReFUNDS FOR 1974 REFUNDED WITHIN 60 DaYs
ArrEr RETURN Is Fiuep.—In applying section
6611(e) of the Internal Revenue Code of
1054 (relating to income tax refund within 45
days after return 1s filed) In the case of any
overpayment of tax imposed by subtitle A
of such Code by an individual (other than an
estate or trust and other than a nonresident
alien individual) for & taxable year begin-
ning in 1974, “60 days” shall be subtitled for
“45 days” each place it appears in such sec-
tion 6811 (e).

(¢) CLErLcAL AMENDMENT—The table of
sections for such gubchapter B is amended
by adding at the end thereof the following
new item:

“Section 8428. Refund of 1974 individual

income taxes."

102, ReFuNDS DISREGARDED IN THE Ap-
MINISTRATION OF FEDERAL Pro-
GRAMS AND FEDERALLY ASSISTED
PROGRAMS.

Any payment considered to have been made
by any individual by reason of section 6428
of the Internal Revenue Code of 1954 shall
not be taken into account as Income or re-
ceipts for purposes of determining the eligi-
bility of such individual or any other in-
dividual for benefits or assistance, or the
amount or extent of benefits or assistance,
under any Federal program or under any
State or local program financed in whole or
in part with Federal funds,

TITLE II—REDUCTIONS IN INDIVIDUAL

INCOME TAXES
Sec. 201. Tax CrepIT ForR PERSONAL EXEMP-
TIONS.

(a) In GENeraL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to credits
against tax) is amended by renumbering sec-
tion 42 as 45 and by inserting after section
41 the following new section:

“SEC. 42, PERSONAL EXEMPTIONE,

“({a) GeweErAL RuLE—There shall be al-
lowed to the taxpayer as a credit against tax
for the taxable year in lieu of the deduction
provided for personal exemptions under sec-
tion 151 (if such credit results in the im-
position of a lower tax under this chapter),
an amount equal to $185 multipled by the
number of exemptions which would other-
wize be allowed to such taxpayer under sec-
tion 151. Such credit shall not exceed the tax
imposed by this chapter (determined with-
out regard to subsection (b)) for the taxable
Vear.

“{(b) DermnITiION.—For purposes of this
title, in the case of an individual, the term
‘tax imposed by this chapter' means the tax
imposed by this chapter reduced by the

SEec.
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amount of the credit allowed under this sec-
tion.”

{b) TECHNICAL AMENDMENTS.—

(1) The table of sectlons for such subpart
is amended by striking out the last item and
inserting in lleu thereof the following:
“See, 42. Personal exemptions.

“Sec. 43. Earned income.
“Sec. 44. Purchase of principal residence.
“Sec. 45. Overpayments of tax.”

(2) Section 2(e) (relating to definitions
and special rules) is amended to read as
follows:

“{e) Cross REFERENCES.—

*(1) For definition of taxable income, see
section 63.

“(2) For definition of tax lmposed by this
chapter, see sectlon 42(b).”.

(3) Section 63 (relating to taxable income
defined) is amended—

(A) by striking out “subsection (b)"™ In
subsection (a) and lnserting in lien thereof
“subsections (b) and (c)”, and

(B) by inseriing at the end thereof the
following new subsection:

“(c) INDIVIDUALS ALLOWED THE CREDIT
UnpeER SEcTION 42.—With respect to individ-
uals who are allowed a credit under section
42 (relating to personal exemptions), except
for the purposes of sections 1 and 3, the
term ‘taxable Income’ means the amount
determined under this chapter without re-
gard to section 42.".

(4) Section 151 (relating to allowance of
deductions for personal exemptions) 1is
amended by adding at the end thereof the
following new subsection:

“{f) INDIVIDUALS ALLOWED A CrEDIT UNDER
BEcTION 42.—With respect to any taxpayer
who is allowed & credit under section 42
(relating to personal exemptions), any ref-
erence to personal exemptions allowed un-
der this section shall be considered to be a
reference to the exemptions which would
be allowed under this section without re-
gard to section 42.".

(56) Section 6201 (a) is amended by adding
at the end thereof the following new para-

iz

“(6) OVERSTATEMENT OF TAX LIABILITY —If
on any return or claim for refund of income
taxes under subtitle A there is an over-
statement of llability for tax with respect
to the credit allowable under section 42
(relating to personal exemptions) or the
deduction allowable under section 151 (relat-
ing to deductions for personal exemptions),
the amount of such liability shall be re-
computed by the Secretary or his delegate
in the same manner as a mathematical error
appearing on the return.”.

Bec. 202. CrEDIT FOR CERTAIN EARNED INCOME.

(a) ALLOWANCE oF CrEDIT—Subpart A of
part IV of subchapter A of chapter 1 (relat-
ing to credits against tax) is amended by
inserting after section 42, as added by this
Act, the following new section:

Bec. 43. EARNED INCOME,

“({a) ArLLowaNCE OF CrREpIT.—In the case of
an eligible individual, there shall be allowed
85 a credit against the tax imposed by this
chapter for the taxable year an amount equal
to 10 percent of so much of the earned in-
come for the taxable year as does not exceed
£4,000.

“(b) LmovrraTion.—Notwithstanding the
provisions of subsection (a), the amount of
the credit allowable to a taxpayer under sub-
section (a) of any taxable year shall be re-
duced (but not below zero) by an amount
equal to 10 percent of so much of the ad-
Justed gross income (or, if greater, the earned
income) of the taxpayer for the taxable year
as exceeds $4,000.

“(c) DeFINITION.—FoOr purposes of this
section—

“{1) ELIGIBLE INDIVIDUAL—The term ‘eli-
gible individual” means an individual who—

“(A) maintains a household (within the
meaning of section 214(b) (3)) in the United
EBtates which is the principal place of abode
of that individual and of a child of that
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individual with respect to whom he is en-
titled to claim a deduction under section
151(e) (1) (B) (relating to additional exemp=-
tion for dependents), and

“(B) does not exclude any amount from
gross Income under section 911 (relating to
earned income from sources without the
United States) or sectlon 831 (relating to
income from sources within the possessions
of the United States).

“(2) EARNED INCOME.—

“(A) The term ‘earned Income’ means—

“(1) wages, salaries, tips, and other em-
ployee compensation, plus

“(1) the amount of the taxpayer's net
earnings from self-employment for the tax-
able year (within the meaning of section
1402 (a)).

“(B) For purposes of subparagraph (A)—

*(1) except as provided in clause (ii), any
amount shall be taken into account only if
such amount is Includible in the gross in-
come of the taxpayer for the taxable year,

“(1t) the earned income of an individual
shall be computed without regard to any
community property laws,

“(1i1) no amount received as & pension or
annulty shall be taken into account, and

“{iv) no amount to which sectlon 871(a)
applies (relating to income of nonresident
allen individuals not connected with United
Btates business) shall be taken into account.

“(d) REQUIREMENT OF JOINT RETURN.—In
the case of an Individual who i= married
(within the meaning of section 143), this
section shall apply only if a joint return is
filed for the taxable year under section 6013.

“(e) TaxasLE YEAR MusT BE FULL TAXABLE
Year.—Except in the case of a taxable year
closed by reason of the death of the tax-
payer, no credit shall be allowable under this
section in the case of a taxable year covering
a period of less than 12 months.”

(b) Berunp To BE Mape WHERE CREDIT
ExCEEDS LIABILITY FOR TAX.—

(1) Bection 6401(b) (relating to excessive
credits) is amended—

(A) by inserting “43 (relating to earned
income credit).” before “and 667(b)"; and

{B) by striking out “and 39" and inserting
in lieu thereof a comma *“39, and 46",

(2) Bection 6201(a) (4) (relating to assess-
ment authority) is amended by—

(A) “or 43" after “section 39"
in the caption of such section; and

(B) siriking out “oil),” and inserting in
lieu thereof “oll) or section 43 (relating to
personal exemptions),”.

(¢) AMENDMENT OF SOCIAL SECURITY ACT.—
Section 402(a) (7) of the Social Security Act
iz amended by inserting after “other income"
the following: “(including any amounts de-
rived from application of the tax credit es-
tablished by section 43 of the Internal Rev-
enue Code of 1954)™.

Bec. 203. WITHHOLDING TAX.

{a) REQUIREMENT OF WITHHOLDING.—Sub-
eection (a) of sectlon 3402 (relating to in-
come tax collected at source) is amended to
read as follows:

“(a) REQUIREMENT OF WITHHOLDING —
Every employer making payment of wages
shall deduct and withhold upon such wages
(except as otherwise provided in this section)
a tax determined in accordance with tables
prescribed by the Secretary or his delegate.
The tables so prescribed ghall be the same as
the tables contained In this sut tion as In
effect on January 1, 1875, except that the
amounts set forth as amounts of income tax
to be withheld for the remainder of calendar
year 19756 and for calendar  year 1976 and
thereafter shall reflect the amendments made
by title IT of the Tax Reduction Act of 1975
which are applicable to such years, For pur-
poses of applying such tables, the term ‘the
amount of wages' means the amount by
which the wages exceed the number of with-
holding exemptions claimed, multiplied by
the amount of one such exemption as shown
in the table in subsection (b) (1).".

(b) CoNFORMING AMENDMENT. —Section
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8402(c) (6) (relating to wage bracket with=
holding) is amended by striking out “table 7
contalned in subsection (a)” and inserting in
lieu thereof “the table for an annual payroll
period prescribed pursuant to subsection
(a)".

Sec. 205. CrepiT For PURCHASE OF PRINCIFAL

RESIDENCE.

Subpart A of part IV of subchapter A chap-
ter 1 (relating to credits allowed), as
amended by this Act, s amended by inserting
after service 43 the following new section:
“SEc. 44. PURCHASE OF PRINCIPAL RESIDENCE.

“(a) GeENERAL RULE—In the case of an in-
dividual, there is allowed as a credit against
the tax imposed by this chapter for the tax-
able year, an amount equal to 5 percent of
the purchase price of a principal residence
purchased, constructed, or reconstructed by
the taxpayer. :

“(b) LIMITATIONS.—

*(1) Maxmmum crEDIT.—The credit allowed
under subsection (a) for all taxable years
may not exceed §2,000.

“{2) MapriED INDIVIDUALS.—In the case of
& husband and wife who file a joint return
under section 6013, the amount specified un-
der paragraph (1) applies to the joint return.
In the case of a married individual filing a
separate return, paragraph (1) shall be ap-
plied by substituting ‘$1,000' for ‘$2,000".

“(3) CERTAIN OTHER TAXPAYERS.—In the
case of individuals to whom paragraph (2)
does not apply who purchase a single prin-
cipal residence, the amount of the credit al-
lowed under subsection (a) shall be allocated
among such individuals as prescribed by the
Becretary or his delegate, but the sum of the
amounts to such individuals shall not exceed
£2,000 with respect to that residence.

*“(4) APPLICATION WITH OTHER CREDITS,—
The credit allowed by subsection (a) shall
not exceed the amount of the tax lmposed
by this chapter for the taxable year reduced
by the sum of the credits allowable under
sections 33, 35, 37, 38, 40, and 41.

“(c) DernrrioNs.—For purposes of this
sectlon.—

PRINCIPAL RESIENCE.—The term

pal residence’ means a principal resi-

dence (within the meaning of section 1034),

and includes, without being lUmited to, a

single family structure, a residential unit in

& condominium or cooperative housing proj-
ect, and a mobile home.

“(2) PunrcHASE PRICE.—The term ‘purchase
pr:’ca‘ means the adjusted basls of the prop-
erty.

“(3) PorcmHAsE—The termn ‘purchase’
??enns any acquisition of property, but only

“(A) the property is not acquired from a
person whose relationship to the person ac-
quiring it would result in the disallowance
of losses under section 267 or 707(b) (but, in
applying section 267 (b) and (c) for pur-
poses of this section, paragraph (4) of sec-
tion 267(¢) shall be treated as providing that
the family of an individual shall Include
only his spouse, ancestors, and lineal de-
scendants), and

“(B) the basis of the property in the hands
of the person acqulring it is not deter-
mined—

“(1) in whole or in part by reference to
the adjusted basls of such property in the
hands of the person from whom acquired, or

“(i1) under section 1014(a) (relating to

*“{d) RECAPTURE ¥oR CERTAIN DISPOSI-
TIONS.~—

“(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), if the taxpayer dis-
poses of property with respect to the pur-
chase of which a credit was allowed under
subsection (a) at any time within 86 months
after the date on which he sequired it as his
principal residence, then the tax imposed un-
der this chapter for the taxable year follow-
ing the taxable year during which such dis-
position occurs is increased by an amount
equal to the amount allowed as a eredit for
the purchase of such property.
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“(2) ACQUISITION OF NEW RESIDENCE.—IT, in
connection with a disposition described in
paragraph (1) and within the applicable
period prescribed in section 1034, the tax-
payer purchases a new residence, then the
provisions of paragraph (1) do not apply
and the tax lmposed by this chapter .or the
taxable year following the taxable year dur-
ing which disposition occurs is increased by
an amount which bears the same ratio to
the amount allowed as a credit for the pur-
chase of the old residence as (A) the ad-
justed sales price of the old residence (with-
in the meaning of section 1034), reduced
(but not below zero) by the taxpayer's cost
of purchasing the new residence (within
the meaning of such sectlon) bears to (B)
the adjusted sales price of the old residence.

“(2) DEATH OF OWNER; CASUALTY LOSS.—
The provisions of paragraph (1) do not
apply—

“(A) to a disposition is made on account
of the death of any individual having a legal
or equitable interest in the old resldence
occurring during the 36 month period to
which reference is made under such para-
graph, or

“(B) a disposition of the old residence it
it is substantially or completely destroyed by
a casualty described in section 165(c) (3) or
compulsorily and involuntarily converted
(within the meaning of section 1033(a)).

“(e) PROPERTY TO WHICH SECTION APPLIES.

“{1) In cENERAL.—The provislons of this
section apply to property acquired and occu-
pied by the taxpayer as his principal resi-
dence after March 12, 1975, and before Jan-
uary 1, 1077—

“(A) the construction, reconstruction, or
erection of which by the taxpayer com-
mences before January 1, 1976, or

“(B) In the case of property mnot con-
structed, reconstructed, or erected by the
taxpayer, acquired by the taxpayer under &
binding contract entered into by the tax-
payer before January 1, 1976.

“(2) NEW PROPERTY LIMITATION —Notwith=-
standing the provisions of paragraph (1),
this section does not apply to the acquisis
tion of any property upon which construc=
tion is commenced before March 13, 1975,
whether by the taxpayer or by any other
person. In the case of reconstruction prop-
erty to which this section applies, the pre-
ceding sentence shall apply only to the
period beginning on the date on which re«
construction is begun.

“(3) SBELF-CONSTRUCTED PROPERTY HEGUN BE=~
FORE MARCH 13, 1975.—In the case ol prop-
erty the construction, reconstruction, or
erection of which was begun by the tax-
payer before March 13, 1975, only that por-
tion of the basls of such property properly
allocable to construction after March 12,
1976, shall be taken into account in deter=-
mining the amount of the credit allowable
under subsection (a).

“(3) BINDING CONTRACT.—For purposes of
this subsection, a contract for the purchase
of a resldence which 1s conditioned upon
the purchaser’s obtaining a loan for the pur-
chase of the residence (including conditions
as to the amount or interest rate of such
loan) is not considered non-binding on ac-
count of that condltion.”,

Sec. 206. EFFECTIVE DATES.

(a) SectioN 201.—The amendments made
by section 201 apply to taxable years be-
ginning after December 31, 1974, and before
January 1, 1976,

(b) BectroNn 202.—The amendments made
by section 202 apply to taxable years begin-
ning after December 31, 1974, and before
January 1, 1976.

(c) BEcTioNM 203.—The amendments made
by section 203 apply to wages pald after
April 30, 1975.

TITLE III—CERTAIN CHANGES IN
BUSINESS TAXES
"Sec, 301, INCREASE IN INVESTMENT CREDIT.

{(a) IncmEAsSE oF INVESTMENT CREDIT TO 10

PeRCENT.—Paragraph (1) of section 46(a)
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(determining the amount of the Investment
credit) is amended to read as follows:

(1) GENERAL RULE,—

“{A) 10-PERCENT CREDIT.—The amount of
the credit allowed by section 38 for the tax-
able year shall by equal to 10 percent of the
gualified investment (as determined under
subsections (c¢) and (d)).

“(B) T-PERCENT cCrEDIT.—Notwlithstanding
the provisions of subparagraph (A), in the
case of property—

“(1) the construction, recomstruction, or
erection of which is completed by the tax-
payer before January 22 1975, or

“(il) which is acquired by the taxpayer be-
fore January 22, 1078,
the amount of the credit allowed by section
38 for the taxable year shall be equal to 7
percent of the qualified investment (as de-
fined in subsection (¢)).

“(C) TRANSITIONAL RULE—In the case of
property—

“(i) the construction, reconstruction, or
erection of which is begun by the taxpayer
before January 22, 1975, and

“(ii) the construction, reconstruction, or
erection of which is completed by the tax-
payer after January 21, 1975,
subparagraph (B) shall apply to the prop-
erty to the extent of that portion of the
basis which is properly attributable to con-
struction, reconstruction, or erection before
January 22, 1975, and subparagraph (A) or
(D), whichever is applicable, shall apply to
such property to the extend of that portion
of the basis which is properly attributable to
construction, reconstruction, or erection
after January 21, 1975.

“(D) 12-PERCENT CREDIT—In the case of
a taxpayer who elects to have the provisions
of this subparagraph apply, the amount of
the credit allowed by section 38 for the tax-
able year is an amount equal to 12 percent
of the qualified investment (as determined
under subsections (c) and (d). In the
case of a taxpayer whose gqualified invest-
ment (as determined under subsections (c)
and (d)) for the taxable year exceeds $10,-
000,000 (determined without regard to carry=-
overs and carrybacks), an election may not
be made to have the provisions of this sub-
paragraph apply for the taxable year unless
such taxpayer meets the requirements of
section 301(d) of the Tax Reduction Act of
1875.

“(E) APPLICATION OF 12-FERCENT CREDIT —
An election by the taxpayer to have the pro-
visions of subparagraph (D) apply shall
be made at such fime, in such form, and in
such manner as the Secretary or his delegaie
may prescribe. If elected, the provisions of
subparagraph (D) apply only to—

“(1) property to which subsection 46(d)
does not apply, the construction, reconstruc-
tion, or erection of which by the taxpayer is
completed after January 21, 1975, but only
to the extent of the basis thereof attribut-
able to construction, reconstruction, or
erection after January 21, 1875 and before
January 1, 1977,

“(ii) property to which subsection 46(d)
does not apply, acquired by the taxpayer
after January 21, 19756 and before January
1, 1977, and placed in service by the tax-
payer before January 1, 1877, and

“(iii) property to which subsection 46(d)
applies, but only to the extent of the guali-
fied investment (as determined under sub-
sections (c) and (d)) with respect to quali-
fled progress expenditures made after Jan-
uary 21, 1975 and before January 1, 1977."

{b) PusBrLic UtiLiTY PROPERTY.—

(1) DETERMINATION OF QUALIFIED INVEST-
MENT~Subparagraph (A) of section 46(c)
(3) (relating to determination of qualified
investment In the case of public utility
property) is amended to read as follows:

“(A) To the extent that subsection (a) (1)
{B) sapplies to property which is public
utility property, the amount of the quali-
fled investment shall be 42 of the amount
determined under paragraph (1).”
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(2) INCREASE IN 50-PERCENT LIMITATION —
Seclion 46(a) (relating to determination of
amount of credit) is amended by adding
at the end thereof the following new para-
graph:

“(6) ALTERNATIVE LIMITATION IN THE CASE
OF CERTAIN UTILITIES.—

“{A) IN cENERAL~—If, for a taxzable year
ending after 1974 and before 1981, the
amount of the gualified Investment of the
taxpayer which is attributable to public
utility property is 26 percent or more of his
aggregate qualified investment, then sub-
paragraph (C) of paragraph (2) of this sub-
section shall be applied by substituting for
50 percent his applicable percentage for such
year.

“(B) APPLICABLE PERCENTAGE—The appli-
cable percentage of any taxpayer for any
taxable year is—

*“(1) 50 percent, plus

*“(i1) that portion of the tentative per-

centage for the taxable year which the tax-
payer's amount of qualified investment
which is publie utility property bears to his
aggregate qualified investment.
If the proportion referred to in clause (il)
is 75 percent or more, the applicable per-
centage of the taxpayer for the year shall
be 50 percent plus the tentative percentage
for such year.

“(C) ‘TENTATIVE FERCENTAGE—For pur-
poses of subparagraph (B), the tentative
percentage shall be determined under the
following table:

“If the taxable year
begins in:

1975 or 1976.._

1977

1998 .=

1979 ~~-

1980

“(D) PUBLIC UTILITY PROPERTY DEFINED.—
For purposes of this paragraph, the term
‘public utility property’ has the meaning
given to such term by the first sentence of
subsection (c) (3) (B).”.

(3) LIMITATION 1IN CASE OF CERTAIN
REGULATED COMPANTES —Section 46(f), as re-
designated by section 302(a) of this Act
(relating to limitation In case of cetrtain
regulated companies, is amended by adding
at the end thereof the following new para-
graph:

“{8) PROHIBITION OF IMMEDIATE
THROUGH IN CERTAIN CASES.—

“({A) IN GENERAL—Except as provided
under subparagraph (D), no additional credit
shall be allowed with respect to public
utility property (within the meaning of
subsection (a)(6) (D)) unless paragraph
(1) or (2) applies with respect to such
property.

“(B) ADDITIONAL CREDIT.—For purposes of
this paragraph, the term ‘additional credit’
means the credit allowable under section 38
with respect to public utility property
(within the meaning of subsection (a)(6)
(D)) determined without regard to this
paragraph in excess of the credit which
would have been allowable if the Tax Reduc-
tion Act of 19756 had not been enacted.

“(C) RATABLE FLOWTHROUGH.—Unless the
taxpayer makes an election within 90 days
after the date of enactment of the Tax
Reduction Act of 1975 in the manner pre-
scribed by the Becrefary or his delegate (or
has previously made such an election) to
have the provisions of paragraph (2) apply
with respect to public utility property
(within the meaning of subsection (a)(8)
(D)), the requirements of paragraph (1)
shall apply with respect to the additional
credit.

“(D) SPECIAL ELECTION FOR IMMEDIATE
FLOWTHROUGH.—Subparagraph (A) shall not
apply with respect to public utility property
(within the meaning of subsectlon (a)(6)
(D)) if, at its own option and without re-
gard to any requirement imposed by an
agency described in subsection (c)(3)(B),
the taxpayer elects, within 80 days after the

The tentative
percentage is:

e e B0

FLOW-
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date of enactment of this paragraph, to have
the provisions of paragraph (3) apply with
respect to such property.

“(BE) LimrraTioN.—The requirements of
this paragraph shall not be applied before
the first final determination which is incon-
sistent with such requirements, determined
in the same manner as under paragraph
4y

(4) ErrFECTIVE DATES.—The amendment
made by subsection (b) (1) applies to prop-
erty placed in service after January 21, 1975,
in taxable years ending after January 21,
1975. The amendments made by paragraphs
(2) and (3) apply to taxable years ending
after December 31, 1974,

(¢) REFEAL OF DOLLAR LIMITATION ON USED
ProrerTY —Paragraph (2) of section 48(c)
is amended by Inserting after subparagraph
(D) the following new subparagraph:

“(E) EXPIRATION OF LIMITATION —This
paragraph shall not apply with respect to
property acquired by the taxpayer after
January 21, 1975.".

(d) PrLaN REQUIREMENTS ¥FOR TAXPAYERS
ELECTING 12-PERCENT CREDIT OR BSUBSTITU-
1o oF Loss CARRYBACK YEARS FOR Loss
CARRYFORWARD YEARS.—In order to meet the
requirements of this subsection—

(1) A corporation (hereinafter referred
to as the “employer”) must establish an em-
ployee stock ownership plan (described in
paragraph (2)) which is funded by trans-
fers of employer securities in accordance
with the provisions of paragraph (6) and
which meets all other requirements of this
subsection.

(2) The plan referred to in paragraph (1)
must be an individual aecount plan estab-
lished in writing which—

(A) is a stock bonus plan, a stock bonus
and money purchase pension plan, or a
profit-sharing plan,

(B) is designed to invest primarily in
employer securities, and

(C) meets such other reguirements (sim-
iliar to requirements applicable to employee
stock ownership plans as defined in section
4975(e) (7) of the Internal Revenue Code
of 1854) as the Secretary of the Treasury
or his delegate may prescribe.

(3) The plan must provide for the alloca-
tion of all employer securities transferred
to it or purchased by it (because of the appli-
cation of the provisions of sectlon 46(a) (1)
{E) of the Internal Revenue Code of 1954,
or the requirements of section 172(b) (1) (E)
of such Code) to the account of each par-
ticipant at the close of each plan year in an
amount which bears substantially the same
proportion to the amount of all such securl-
ties mllocated to all participants in the plan
for that plan year as the amount of com-
pensation pald to such participant (disre-
garding any compensation in excess of the
first $100,000 per year) bears to the compen-
sation paid to all such participants during
that year (disregarding any compensation
In excess of the first $100,000 with respect to
any participant). Notwithstanding the first
sentence of this paragraph, the allocation
to participants’ accounts may be extended for
such additional perlod or perlods as may be
necessary to comply with the reguirements
of section 415 of the Internal Revenue Code
of 1954,

(4) The plan must provide that each par-
ticipant is entitled to direct the plan as to
the manner in which any employer securities
allocated to the account of the participant
are to be voted.

(6) On making a clalm for credit, adjust-
ment, or refund under section 38 of the
Internal Revenue Code of 1854, or under
section 172 of such Code (if applicable), the
employer states In such ciaim that it agrees,
as a conditlon of recelving any such credit,
adjustment, or refund, to transfer (not less
rapidly than ratable over 10 years) employer
securities to the plan having an aggregate
value at the time of the claim of—

(A) at least one-twelfth of the amount of
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the credit determined under section 46(a)
(1) (D) thereof for the taxable year (deter-
mined without regard to section 46(a)(2)),
or

(B) in the case of an employer making an
election under section 172(b) (1) (E) of such
Code, at least 25 percent of the total amount
of the refund or credit of any overpayment of
tax claimed by the employer in its first
carryback adjustment application or claim
for refund pursuant to such election.

In the case of an employer to whom sub-
paragraph (B) applies, and who, on March 13,
1975, maintained a supplementary unemploy-
ment compensation benefit plan for its em-
ployees which meets the requirements of
section 501(c) (17) of such Code, the re-
quirements of such subparagraph shall be
treated as satisfied if the employer transfers
no more than half of the amount required
under such subparagraph to such supple-
mentary unemployment compensation bene-
fit plan. For purposes of meeting the require-
ments of this paragraph, a transfer of cash
shall be treated as a transfer of employer
securities if the cash is, under the plan,
used to purchase employer securities.

(6) Notwithstanding any other provision of
law to the contrary, if the plan does not meet
the requirements of section 401 of the Inter-
nal Revenue Code of 1954—

(A) stock transferred under paragraph (5)
and distributed to participants, to the extent
that it is considered income under the Infer-
nal Revenue Code of 1954, shall be taxed in
accordance with the provisions of section 72
thereof (treating the participant as having a
basls of zero in the contract) rather than
under sectlion 83 of such Code,

(B) mo amount shall be allocated to any
participant in excess of the amount which
might be allocated if the plan met the re-
guirements of section 401 of suck Code, and

(C) the plan must meet the requirements
of sectlons 410 and 415 of such Code.

(7) If the amount of the credit determined
under section 46(a) (1) (D) of the Internal
Revenue Code of 1954, or the amount of the
adjustment or refund resulting from the
carryback of the net operating loss under the
election made under section 172(b) (1) (E) of
such Code, is recaptured in accordance with
the provisions of such Code, the amounts
transferred to the plan under this subsection
and allocated under the plan shall remain
in the plan or in participant accounts, as the
case may be, and continue to be allocated in
accordance with the original plan agreement.

(8) For purposes of this subsection, the
term—

(A) “employer securities"” means common
stock issued by the employer or its afiiliate
with voting power and dividend rights no
less favorable than the voting power and
dividend rights of other common stock issued
by the employer or its affiliate, or securities
issued by the employer or its affillate con-
vertible into such stock, and

{B) “wvalue” means the average of closing
prices of the employer's securities, as re-
ported by a national exchange on which secu-
rities are listed, for the 20 consecutive trad-
ing days immediately preceding the date of
transfer or allocation of such securities.

(9) The Secretary of the Treasury or his
delegate shall prescribe such regulations and
require such reports as may be necessary to
carry out the provisions of this subsection.

(10) I¥f, at any time within 120 months
following the date on which the plan is
established under this subsection the em-
ployer falls to meet any requirement imposed
under this subsection or under any obliga-
tion undertaken to comply with the reguire-
ment of this subsection, he is liable to the
United States for a civil penalty of an
amount equal to the amount involved in such
failure. The preceding sentence shall not
apply if the taxpayer corrects such fallure (as
determined by the Secretary of the Treasury
or his delegate) within 80 days after it occurs,
The amount involved shall not exceed the
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amount of the credit or refund or adjustment,
and shall not be less than one-half of 1 per-
cent of the amount such person is required
to transfer to the plan described in this
section during such 10-year period. The
amount of such penalty may be collected by
the Secretary of the Treasury and the same
earned which a deficlency In the payment of
Federal income tax may be collected.

(15) Noiwithstanding any provision of the
Internal Revenue Code of 1854 to the con-
trary no deduction shall be allowed under
sections 162, 212, or 404 of such code for
amounts transferred to an employee stock
ownership plan or a supplementary unems-
ployment compensation benefit plan and
taken into account under this subsection.

SEC. 302. ALLOWANCE OF INVESTMENT
CREDIT WHERE CONSTRUC-
TION OF PROPERTY WILL
TAEE MORE THAN 2 YEARS.

(a) GeENERAL RuLE.—Section 46 (relating
to amount of credit) is amended by redesig~
nating subsections (d) and (e) as subsections
(e) and (f), respectively, and by inserting
after subsection (c) the following new sub-
section:

“{d) QuarrriEp PROGRESS EXPENDITURES —

“(1) IN GENERAL—In the case of any tax-
payer who has made an election under para-
graph (6), the amount of his qualified in-
vestment for the taxable year (determined
under subsection (c) without regard to this
subsection) shall be increased by an amount
equal to his aggregate qualified progress ex-
penditures for the taxable year with respect
to progress expendliture property.

*(2) PROGRESS EXPENDITURE PROPERTY DE-
FINED.—

“(A) In cENERAL—For purposes of this
subsection, the term ‘progress expenditure
property’ means any property which is being
constructed by or for the taxpayer and
which—

“{1) has a normal construction period of
two years or more, and

*{i1) it is reasonable to believe will be new
section 38 property having a useful life
of 7 years or more in the hands of the
taxpayer when it is placed in service.

Clauses (1) and (i) of the preceding sen-
tence shall be applied on the basis of facts
known at the close of the taxable year of the
taxpayer in which construction begins (or,
if later, at the close of the first taxable year
to which an election under this subsection
applies).

“(B) NorRMAL CONSTRUCTION PERIOD.—For
purposes of subparagraph (A), the term
‘normal construction period’ means the
period reasonably expected to be required
for the construction of the property—

“(1) beginning with the date on which
physical work on the construction begins (or,
if later, the first day of the first taxable year
to which an election under this subsection
applies) , and

“{ii) ending on the date on which it is ex-
pected that the property will be available for
placing in service.

. “(3) QUALIFIED PROGRESS EXPENDITURES DE-
FINED.—For purposes of this subsection—

*“{A) SBELP-CONSTRUCTED PROPERTY.—In the
case of any self-constructed property, the
term ‘qualified progress expenditures’ means
the amount which, for purposes of this sub-
part, is properly chargeable (during such
taxable year) to capital account with respect
to such property.

“(B) NoON-SELF-CONSTRUCTED PROPERTY.—
In the case of non-self-constructed property,
the term ‘qualified progress expenditures’
means the lesser of—

“(1) the amount paid during the taxable
year to another person for the construction
of such property, or -

“(11) the amount which represents that
proportion of the overall cost to the tax-
payer of the construction by such other per-
son which is properly attributable to that
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portion of such construction which is com-
pleted during such taxable year.

“(4) BPECIAL RULES FOR AFPLYING PARA-
GRAPH (3) .—For purposes of paragraph (3)—

“(A) CoOMPONENT FPARTS, ETC.—Property
which Is to be a component part of, or Is
otherwise to be Included in, any progress
expenditure property shall be taken into
account—

“(1) et a time not earlier than the time at
which it becomes irrevocably devoted to use
in the progress expenditure property, and

*(#) mas H (at the time referred to In
clause (1)) the taxpayer had expended an
amount equal to that portion of the cost to
the taxpayer of such component or other
property which, for purposes of this subpart,
is properly chargeable (during such taxable
year) to capital account with respect to
such property.

“(B) CERTAIN BORROWINGS DISREGARDED,—
Any amount borrowed directly or indirectly
by the taxpayer from the person constructing
the property for him shall not be treated as
an amount expended for such construction.

“(C) CERTAIN UNUSED EXPENDITURES CAR~
RIED OvER.—In the case of non-self-comn-
structed property, if for the taxable year—

“(1) the amount under clause (i) of para-
graph (3)(B) exceeds the amount under
clause (li) of paragraph (3)(B), then the
amount of such excess shall be taken into
account under such clause (1) for the suc-
ceeding taxable year, or

“(ity the amount under clause (i) of
paragraph (3) (B) exceeds the amount under
clause (i) of paragraph (3)(B), then the
amount of such excess shall be taken Into
account under such clause (ii) for the suc-
ceeding taxable year.

“(D) DETERMINATION OF FERCENTAGE OF
COMPLETION.—In the case of non-self-con-
structed property. the determination under
paragraph (3) (B) (i) of the proportion of
the overall cost to the taxpayer of the con-
struction of any property which is properly
attributable to construction completed dur-
ing any taxable year shall be made, under
regulations prescribed by the Secretary or
his delegate, on the basis of engineering or
achitectural estimates or on the basis of cost
accounting records. Unless the taxpayer es-
tablishes otherwise by clear and convincing
evidence, the construction shall be deemed
to be completed not more rapidly than rat-
ably over the normal construction period.

“(E) No QUALIFIED PROGRESS EXPENDITURES
FOR CERTAIN PRIOR PERIODS.—In the case of any
property, no qualified progress expenditures
shall be taken into account under this sub-
section for any period before January 22,
1975 (or, if later, before the first day of the
first taxable year to which an election under
this subsection applies).

*“{F) No QUALIFIED PROGRESS EXPENDITURES
FOR PROPERTY POR YEAR IT IS PLACED IN SERV=-
ice, ETc.—In the case of any property, no
qualified progress expenditures shall be taken
into account under this subsection for the
earlier of—

*“(1) the taxable year in which the property
is placed In service, or

“(ii) the first taxable year for which re-
capture is required under sectlon 47(a)(3)
with respect to such property,
or for any taxable year thereafter,

*“({6) OTHER pEFINITIONS.—For purposes of
this subsection—

“f{A) SELP-CONSTRUCTED PROFERTY. — The
term ‘self-constructed property’ means prop-
erty more than half of the construction ex-
penditures for which it is reasonable to be-
lieve will be made directly by the taxpayer,

“(B) NoN-SELF-CONSTRUCTED PROPERTY.—
The ferm ‘non-self-constructed property’
means property which 1s not self-constructed
property

*({C) CowsTRUCTION, ETC—The term ‘con-
struction’ includes reconstruction and erec-
tion, and the term ‘constructed’ includes re-
constructed and erected.

*{D) ONLY CONSTRUCTION OF SECTION 38
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PROPERTY TO BE TAKEN INTO ACCOUNT.—COnD-
struction shall be taken into account only
if, for purposes of this subpart, expenditures
therefor are properly chargeable to capital
account with respect to the property.

*(6) ErecTioN.—An electlion under this
Bubsection may be made at such time and in
such manner as the Secretary or his delegate
may by regulations prescribe. Such an elec-
tion shall apply to the taxable year for which
made and to all subsequent taxable years.
Buch an election, once made, may not be re-
voked except with the consent of the Secre-
tary or his delegate.

“(7) TrawsmTiONAL RULES.—The qualified
Investment taken Into account under this
subsection for any taxable year beginning
before January 1, 1980, with respect to any
property shall be (In leu of the full amount)
an amount equal to the sum of—

“(A) the applicable percentage of the full
amount determined wunder the following
table:

“For a taxable year
beginning in:
1974 or 1976
1976 -
18977
1978 .

The applicable

plus

“(B) In the case of any property to which
this subsection applled for one or more pre-
ceding taxable years, 20 percent of the full
amount for each such preceding taxable
year.

For purposes of this paragraph, the term
‘full amount’, when used with respect to any
property for any taxable year, means the
amount of the qualified investment for such
property for such year determined under this
subsectlon without regard to this paragraph.”

(b) CONFORMING AMENDMENTS.—

(1) AMENDMENT OF SECTION 46(c) .—Section
46(ec) (relating to qualified Investment) is
amended by adding at the end thereof the
following new paragraph:

“(4) COORDINATION WITH SUBSECTION (d).—
The amount which would (but for this para-
graph) be treated as qualified Investment
under this subsectlon with respect to any
property shall be reduced (but not below
2zero) by any amount treated by the taxpayer
or a predecessor of the taxpayer (or, In the
case of a sale and leaseback described in
sectlon 47(a) (3) (C), by the lessee) as guali-
fied investment with respect to such prop-
erty under subsection (d)), to the extent
the amount so treated has not been re-
quired to be recaptured by reason of section
47(a) (3)."

(2) DISPOSITION, ETC.—

(A) Subsection (a) of section 47 (relat-
Ing to certain dispositions, etc., of section 38
property) is amended by redesignating para-
graph (3) as paragraph (4) and by inserting
after paragraph (2) the following new para-
graph:

*“{3) PROPERTY CEASES TO BE PROGRESS EX-
PENDITURE PROPERTY —

“(A) In cEmERaL—If during any taxable
mmmmmnmhmuntmm-

investment under section
ﬂl’d) ceases (by reason of sale or other dis-
position, cancellation or abandonment of
contract, or otherwise) to be, with respect to
the taxpayer, property which, when placed in
service, will be new section 38 property, then
the tax under this chapter for such taxable
year shall be Increased by an amount egual
to the aggregate decrease In the credits al-
lowed under section 38 for all prior taxable
years which would have resulted solely from
reducing to zero the gualified Investment
taken into account with respect to such

“(B) CERTAIN EXCESS CREDIT RECAPTURED.—
Any amount which would have been applied
as & reduction of the qualified Investment

in property by reason of paragraph (4) of
sectlon 46(c) but for the fact that a reduc-
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tion under such paragraph cannot reduce
qualified Investment below zero shall be
treated as an amount required to be recap-
tured under subparagraph (A) for the tax-
able year in which the property is placed in
service,

“{C) CERTAIN SALES AND LEASEBACKS.—
Under regulations prescribed by the Secre-
tary or his delegate, a sale by, and leaseback
to, a taxpayer who, when the property is
placed In service, will be a lessee to whom

i 43(d) applies shall not be treated
83 a cessation described In subparagraph (A)
to the extent that the qualified investment
which will be passed through to the lessee
under sectlon 48(d) with respeet to such
property does not exceed the gualified prog-
ress expenditures properly taken into ac-
count by the lessee with respect to such
property.

“(D) COORDINATION WITH PARAGRAPH (1) .—
If after property is placed in service, there
is a disposition or other cessation described
in paragraph (1), paragraph (1) shall be
applied as if any credit which was allowable
by reason of section 46(d) and which has
not been reguired %o be recaptured before
such cessation were allowable for the taxable
year the property was placed In service.”

(C) CLERICAL AMENDMENTS.—

(1) Parsgraph (4) of section 47(a) (as
redesignated by subsection (b) (3) (A) of this
section) 1s amended by striking out “para-
graph (1)"” and inserting im lieu thereof
“paragraph (1) or (3)".

{2) Paragraphs (5) and (8) (B) of section
47(a) are each amended by striking out
“paragraph (3)" and inserting in lieu there-
of “paragraph (4)".

(3) Paragraphs (1) and (2) of sectlon
48(d) are each amended by striking out
“section 46(d)(1)" and inserting in leu
thereof “section 46(e) (1)".

(4) Subsection (f)} of sectlon 50B is
amended by striking out “section 46(d)’" and
inserting in lieu thereof “section 46(e)”.

Sec, 303. CHANGE IN CORPORATE TAX RATES AND
INCREASE IN SURTAX EXEMPTION,

(a) Tax RaTeEs.—Section 11 (relating to
tax imposed on corporations) is amended—

(1) (A) by striking out “and™ at the end
of subsection (b) (1),

(B) by striking out the period at the end
of subsection (b)(2) and inserting in lleu
thereof a comma and “to which paragraph
(3) does not apply, and”, ana

(C) by adding at the end of subsection (b)
the following new paragraph:

“(3) 18 percent, in the case of a taxable
year beginning after December 31, 1974, and
before January 1, 1976.",

(2) (A) by striking out “and™ at the end of
subsection (¢) (2),

(B) by striking out the period at the end
of subsection (c)(3) and Inserting In leu
thereof a comma and “to which paragraph
(4) does not apply, and”, and

(C) by adding at the end of subsection (&)
the following new paragraph:

“(4) 30 percent, In the case of a taxable
year beginning after December 31, 1974, and
before January 1, 1976.".

(b) SvmrTax ExemprioN.—Section 11(d})
(relating to surtax exemption) is amended by
striking out "'$25,000" and Inserting In lieu
thereof “'§50,000".

{c) TEcENICAL AND CONFORMING AMEND-
MENTS.—

(1) Paragraph (1) of section 1561(a) (as
in effect for taxable years beginning after
December 31, 1974) (relating to Mmitations
on certain multiple tax benefits In the case
of certaln controlled corporations) Is
amended by striking out *“$25,000" and in-
serting in lieu thereof *'$50,000™,

(2) Paragraph (7) of section 12 (relating
to cross references for tax on corporations) ls
amended by striking out "“$25,000" and in-
serting in lieu thereof “$50,000",

(3) Sectlon 862(c) (relating to surtax ex-
emption for individuals electing to be sub-
Ject to tax at corporate rates) is amended by
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striking and "$25,000” and inserting in lien
thereof “850,000".
SEC, 304. EFFECTIVE DATES.

(a) Section 302.—The amendments made
by section 302 shall apply to taxable years
ending after December 31, 1974.

(b) BecrioN 303.—

{1) In cENERAL—The amendments made
by section 303 apply to taxable years ending
after December 31, 1974, Such amendments
shall cease to apply for taxable years ending
after December 31, 1975.

(2) CHANGES TREATED AS CHANGES IN TAX
raTE—Section 21 (relating to change in rates
during taxable year) is amended by adding
at the end thereof the following new sub-
section:

“(f) IncrEasE 1IN SURTAX ExEMPTION.—In
applying subsection (a) to a taxable year of a
taxpayer which is not a calendar year, the
change made by section 303(b) of the Tax
Reduction Act of 1975 in section 11{d) (re-
lating to corporate surtax exemption) shall
be treated as a change in a rate of tax.”

TITLE IV—CHANGES AFFECTING INDI-
VIDUALS AND CORPORATIONS

Sec. 401, REpEAnL oF ExcIisg Tax on MoOTOR
VEHICLES.

(a) Iv Generar.—Part I of subchapter A of
chapter 32 (relating to manufacturer’s excise
tax on motor vehicles) is repealed.

(b) FLOOR STOCKS REFUNDS.—

(1) In GeNeEman.—Where, before the day
after the date of enactment of this Act, any
tax repealed article (as defined in subsection
(e)) has been sold by the manufacturer, pro-
ducer, or imporfer and on such day is held by
a dealer and has not been used and is in-
tended for sale, there shall be credited or
refunded (without interest) to the manufac-
turer, producer, or importer an amount equsal
to the tax pald by such mranufacturer, pro-
ducer, or Importer on his sale of the article,
if—

{A) a clalm for such credit or refund is
filed with the Secretary of the Treasury or
his delegate before the first day of the tenth
calendar month beginning after the day
after the date of enactment of this Act based
upon & request submitted to the manufac-
turer, producer, or importer before the first
day of the seventh calendar month begin-
ning after the day after the date of enact-
ment of this Act by the dealer who helC the
article in respect of which the credit or re-
fund is claimed; and

(B) on or before the firat day of such tenth
calendar month reimbursement has been
made to the dealer by the manufacturer, pro-
ducer, or importer in an amount equal to
the tax paid on the article or written con-
sent has been obtained from the dealer to
allowance of the credit or refund.

(2) LiMITATION ON ELIGIBILITY FOR CREDIT
OR REFUND.—No manufacturer, producer, or
importer shall be entitled to a credit or re-
fund under paragraph (1) unless he has in
his possession such evidence of the inven-
tories with respect to which the credit or re-
fund is claimed as may be required by regu-
lations prescribed by the Secretary of the
Treasury or his delegate under this subsec-
tion.

(3) OTHER LAWS APPLICABLE.—AIl] provisions
of law, including penalties, which were ap-
plicable with respect to the taxes imposed
by part I of subchapter A of chapter 32 of
the Internal Revenue Code of 19854, as In
effect on the day before the date of enact-
ment of this Act, shall, insofar as applicable
and not inconslstent with paragraphs (1)
and (2) of this subsection, apply in respect
to the credits and refurds provided for In
paragraph (1) to the same extent as if the
credits or refunds constituted overpayment
of the tax.

(¢) REFUNDS WITH RESPECT T0O CERTAIN
CoNSUMER PURCHASES.—

(1) IN cenERraL.—Except as otherwise pro-
vided in paragraph (2), where, with respect
to an article which was subject to a tax im-
posed under part I of subchapter A of chap-
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ter 32 of such Code (as in effect on the day
before the enactment of this Act), a tax re-
pealed article (as defined in subsection (e))
has been sold to an ultimate purchaser after
March 13, 1975, and on or before such date
of enactment, there shall be credited or re-
funded (without interest) to the manufac-
turer, producer, or importer of such article
an amount equal to the tax paid by such
manufacturer, producer, or importer on his
sale of the article.

(2) LIMITATION ON ELIGIBILITY FOR CREDIT
OR REFUND—No manufacturer, producer, or
importer shall be entitled to a credit or re-
fund under paragraph (1) with respect to
an article unless—

(A) he has in his possession such evidence
of the sale of the article to an ultimate pur-
chaser, and of the reimbursement of the tax
to such purchaser, as may be required by
regulations prescribed by the Secretary of the
Treasury or his delegate under this subsec-
tion;

(B) a claim for such credit or refund is
filed with the Becretary of the Treasury or
his delegate before the first day of the tenth
calendar month peginning after the day
after the date of the enactment of this Act
based upon information submitied to the
manufacturer, producer, or importer before
the first day of the seventh calendar month
beginning after the day after the date of the
enactment of this Act by the person who sold
the article (in respect of which the credit
or refund is claimed) to the ultimate pur-
chaser; and

(C) on or before the first day of such
tenth calendar month relmbursement has
been made to the ultimate purchaser in an
amount equal to the tax pald on the article,

(8) OTHER LAWS APPLICABLE.—AIl provisions
of law, including penalties, were applicable
with respect to taxes imposed under part I
of subchapter A of chapter 32 of the Internal
Revenue Code of 1854, as in eflfect on the
day before the date of enactment of this Act,
shall, Insofar as applicable and not incon-
sistent with paragraph (1) or (2) of this
subsection, apply in respect of credits and
refunds provided for in paragraph (1) to the
same extent as if the credits or refunds con-
stituted overpayments of the tax.

(d) CErTAIN USES BY MANUFACTURER, ETC.—
Any tax by reason of section 4218(a) of the
Internal Revenue Code 1954 (relating to use
by manufacturer or importer considered
sale) is deemed an overpayment of such tax
with respect to any article which was subject
to & tax imposed under part I of subchapter
A of chapter 32 of such Code as in effect on
the day before the date of the enactment of
this Act if the tax was Im on such
article by reason of such section 4218(a)
after March 13, 1975,

(e) DEFINITION.
gection—

(1) The term “dealer” includes a whole-
aaler, jobber, distributor, or retailer.

{2) An article shall be considered as “held
by a dealer” if title thereto has passed to
such dealer (whether or not delivery to him
has been made) and if for purposes of con-
sumption fitle fo such article or possession
thereof has not at any time been transferred
to any person other than a dealer.

(38) The term “tax-repealed article” means
an article on which a tax was imposed under
part I of subchapter A of chapter 32 of the
Internal Revenue Code of 19564 as in effect
on the day before the date of the enactment
of this Act and is not imposed under such
subchapter as in effect on the day after the
date of enactment of this Act.

(1) ErFECTIVE DATE.—

(1) The amendment made by subsection
(a) applies with respect to articles sold after
the date of enactment of this Act.

(2) For purposes of paragraph (1), an
article shall not be considered sold before
the day after the date of enactment of this
Act unless possession or the right to posses-
slon passes to the purchaser before such
day,

For purposes of this
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(3) In the case of—

(A) alease,

(B) a contract for the sale of an article
where 1t is provided that the price shall be
paid by installments and title to the article
sold does not pass until a future date not-
withstanding partial payment by install-
ments,

(C) a conditional sale, or

(D) & chattel mortgage arrangement
wherein it 18 provided that the sale price
shall be paid in installments,
entered into before March 14, 1975, payments
after such date with respect to the article
leased or sold shall, for purposes of this
subsection, be considered as payments made
with respect to an article sold after such
date, if the lessor or vendor establishes that
the amount of payments payable after such
date with respect to such article has been
reduced by an amount equal to that portion
of the tax applicable with respect to the
lease or sale of such article which is due and
payable after such date. If the lessor or ven-
dor does not establish that the payments
have been so rediuced, they shall be treated as
payments made in respect of an artlicle sold
before such date,

Amend the title so as to read: “An Act
to amend the Internal Revenue Code of 1954
to provide for a refund of 1974 individual in-
come taxes, to provide a tax credit in lleu of
the personal exemption deduction, to provide
a credit for certain earned income, to in-
crease the investment credit and the corpo-
rate surtax exemption, and for other pur-
poses.”

Mr. LONG. Reserving the right to ob-
ject, is that on an amendment which has
been reported upon?

Mr. CHILES. It was.

The PRESIDING OFFICER. Without
objection, the Senator may proceed.

Mr. CHILES. Mr. President, I have
some sheets that would show the effect
of this amendment., Basically, what it
would do is to scale down the amendment
as reported out by the Finance Commit-
tee after recommittal, and would provide
that where the income tax refund was
going to be $8.1 billion, it would be scaled
down $2.1 billion by reducing the maxi-
mum tax rebate to $150 and the mini-
mum to $75.

Then on the $200 exemption, it would
scale that down from $200 to $185 re-
ducing the revenue loss by $2.1 billion.

Then it would eliminate the 1 per-
cent rate decrease on the first $4,000. On
the credit for home purchases it would
leave that the same way that it came
out with the Mansfield substitute. In
total, this bill would reduce the revenue
loss by $10 billion compared to the bill
we are working on now.

It would provide that there would be
a total revenue loss for the bill of $19.4
billion as opposed to the Mansfield sub-
stitute which was $31.2 billion.

Over $2 billion have been added on
the floor so it would be up to over $33
billion, less the moneys that were picked
up in the depletion allowance and the
foreign tax credit, which is some $3.5 bil-
lion there.

I think when we were adopting the
recommittal motion we had some direc-
tion that we were going to clean the bill
up. Many of us felt, even when we were
adopting that, that the bill was much too
high, especially when we found that the
Mansfield recommittal motion had actu-
ally added dollars to what the Finance
Committee had come out with originally.

Now we see the amendments that have
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been adopted on the floor have run this
up a couple more billion dollars. I think
what we are talking about new is whether
we are going to come out of here with
a balloon.

The House is at some $21 billion. If
we come out at over $30 billion and we
are trying to tell the American people
that we are attempting to restore their
confidence with a tax cut, I am not sure
whether we are really restoring their
confidence when they look around and
find out that we are now talking about a
deficit of over $80 billion. We do not
know where that is going to end up.

The whole trigger of a tax cut is to
try to restore confidence. If you have
that tax ecut and the people are scared
to death that you are being irresponsible
and that you are running a deficit of
over $80 billion, they are just going to
take this money and put it in their sock.
They are going to put it anywhere they
can except spend it and put it in the
economy because they will know a worse
day is coming around the corner to-
morrow.

Mr. President, with the announcement
of a tax cut and the publicity which
would go with such an announcement, I
believe that it is necessary that guides
be established that so much of it has to
be spent to be received if we are going
to obtain any benefit from such a tax
cut. There is the investment tax credit
and yet you are giving something to the
lower income groups, too. You give to
the lower income groups because it is
hoped that they will spend it.

I think, by following this procedure,
and keeping the tax cut down to under
$20 billion, you would have all of the
benefits that you could possibly have by
a tax cut.

Maybe we will have some shred of try-
ing to have confidence with the Ameri-
can people when we start talking about
this deficit.

I am confident right now that the
whole economy would react faster than
anything else if we were talking about
reducing our expenditures $10 billion and
giving that back to the people in the
form of a tax cut. It would show that we
have some kind of a handle and some
kind of control.

But we have now gotten into a situa-
tion in which we are told that the more
we spend and the more we rebate the
better things are going to be. If that is
true, why are we talking about a $30 bil-
lion tax cut? Why not have a $100 bil-
Hon tax cut? Why are we talking about
an $80 billion deficit? Why not have a
$100 billion deficit and get back to the
roses and honey? I think most of us
realize that wunless we do something
about the confidence of the American
people we are still going to be in trouble.

Right now if everybody who has not
bought a car was to decide that now is
the time to buy one, and if everybody
who has held off doing anything at their
house would decide now is the time to
do it, that would do more to restore con-
fidence than all of the deficits and all
of the tax dribblings that we can do.

Now we have this bill on the floor and
it has become sort of a Christmas tree.
We started writing some tax reform and
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we started putting a little bit of every-
thing into it.

I think we have gotton completely off
the track where we started with it being
a tax cut, a simple tax cut bill.

‘What this bill I propose would try to
do would be to bring it back to that, bring
it back to some kind of sanity of a tax
cut bill, and get it passed so that we
could get a bill passed and get on with
the business of what we are trying to do.

Mr. HOLLINGS. Mr. President, will
the Senator yield?

Mr. CHILES. I yield.

Mr. HOLLINGS. Mr. President, I am
very sympathetic with the position of
the Senator from Florida in his amend-
ment. However, since we have been able
for the first time in the history of Con-
gress to do as we did on yesterday;
namely, enact almost a $4 billion tax
saving for the people—I want to make
certain that that tax saving for the
people is not eliminated, that the Holl-
ings amendment is not quite cleaned by
the amendment of the Senator from
Florida. In that event, I think I can sup-
port it. But I would have to almost rely
on the House to clean it up and vote
for any kind of tax bill so I can hold the
tax depletion provision and be cleaned
up by the House rather than falling into
entrapment on the floor of the Senate,

Is the oil depletion amendment af-
fected by the amendment of the Senator
from Florida?

Mr. CHILES. I do not think it is. We
tried to take the bill as it was yesterday
afternoon, with the amendments that
had been adopted yesterday afternoon,
and work on the substitute from there.
We should check that.

Mr. HOLLINGS. This would apply to
sections 1, 2, and 3. We added the new
section with the depletion amendment.
This would not at all affect section 4?

Mr. CHILES. This would not, but I
want to make that clear and make sure,
because if it would, I would modify it
right now. It is not my purpose or intent
to change that at all. I was trying to work
from where we were yesterday.

Mr. HOLLINGS. Will the Senator
make the request that if a modification
is necessary, it be modified so as not to
modify that section?

Mr. CHILES. I make the unanimous-
consent request that, if it is necessary to
be modified, it not be modified to affect
section 4.

The PRESIDING OFFICER (Mr.
Pearson). Is there objection? The Chair
hears none, and it is so ordered.

The modification is as follows:

Insert in the appropriate place:
TAXATION OF FOREIGN AND DOMESTIC

OIL AND GAS INCOME AND RELATED

INCOME
ParT I—TaAx TREATMENT OF ForEleN Omw Re-

LATED INcoME, TAXATION OF EARNINGS AND

ProFrrs oF CoNTrROLLED ForExcw CORPORA-

TIONS, CERTAIN DISC INCOME, AND TREAT-

MENT FOR PURPOSES OF THE INVESTMENT

CreDIT OF CERTAIN PROPERTY USED IN INTER-
NATIONAL OR TERRITORIAL WATERS
Sec. 101. ELIMINATION OF FOREIGN Tax Crenrr
For Taxes Pamm IN CONNECTION
Wrrae Forpmey Om Rerarep IN-
coME; Srecral. RaTE orF Tax FoOR
SvcH INCOME

(a) Eumawamion oF Tax Creprr—Section
p0l(a) of the Internal Revenue Code of
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1854 (relating to forelgn taxes on mineral
income) is amended by adding at the end
thereof the following:

“(3) TERMINATION OF CREDIT FOR FOREIGH
TAXES ON OIL-RELATED INCOME.—

“{A) In the case of a corporation, no credit
is allowed under this subpart for income,
war profits, or excess profits taxes paid or
accrued during the taxable year to any for-
eign couniry or possession of the United
States with respect to foreign oil-related
income from sources within such country or
possession.

“({B) FOREIGN OIL RELATED INCOME—The
term ‘foreign oll related income’ means the
taxable income derived from sources out-
side the United States and its possessions
irom—

“(1) the extraction (by the taxpayer or any
other person) of minerals from ofl or gas
wells,

{ii) the processing of such minerals into
their primary products,

“(iii) the transportation of such minerals
or primary products,

“(iv) the distribution or sale of such min-
erals or primary products, or

“(v) the sale or exchange of assets used
in the trade or business described in clause
(1), (i), (i), or (iv).

“(C) DivibENDS, PARTNERSHIP DISTRIBU-
TIONS, ETC.—The term ‘foreign oil related in-
come’ includes—

*(1) dividends from a forelgn corporation
in respect of which taxes are deemed paid
by the taxpayer under section 802.

“(i1) amounts with respect to which taxes
are deemed paid under section 9680(a), and

“{iii) the taxpayer's distributive share of
the income of parnerships,
to the extent such dividends, amounts, or
distributive share is attributable to foreign
oil related Income.

“(D) CeErTAIN LOSSES~—II for any forelgn
country for any taxable year the taxpayer
would have a net operating loss if only
items from sources within such country (in-
cluding deductions properly apportioned or
allocated thereto) which relate to the ex-
traction of minerals from oil or gas wells
were taken into account in computing for-
eign oll related income for such year.

“{E) DISREGARD OF CERTAIN POSTED PRICES,
erc—For purposes of this chapter, in deter-
mining the amount of taxable income in the
case of foreign oil and gas extraction income,
if the oil or gas is disposed of, or is acquired
other than from the government of a foreign
country, at s posted price (or other pricing
arrangement) which differs from the fair
market value for such oll or gas, such fair
market value shall be used in Heu of such
posted price (or other pricing arrangement).
For purposes of this subparagraph, the term
“forelgn oil and gas extraction income’ means
foreign oil related income described in sub-
paragraph (B) (i) and income derived from
sources without the United States and its
possessions from the sale or exchange of as-
sets used in connection with the foreign oil
related income described in subparagraph
(B) (1).".

(b) Taxatiom oF ForEcN O ReLaTED IN-
COME.—

(1) Section 11(e) of such Code (relating
to exceptions from tax imposed on corpora-
tions) is amended to read as follows:

“{ec) EXCEPTIONS.—

“(1) FOREIGN OIL RELATED INCOME—Sub-
section (a) does not apply to forelgn oil
related income (as defined by section 901
(e) (3)(B)).

(2) CERTAIN CORPORATIONS —Subsection (a)
does not apply to a corporation subject to a
tax Imposed by—

“({A) section 594 (relating to mutual sav-
ings banks conducting life insurance busi«
ness}),
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“(B) subchapter L (section 801 and follow-
ing, relating to insurance companies), or

“(0) subchapter M (section 851 and follow-
ing, relating to regulated investment com=
panies and real estate investment trusts).”.

(2) Part II of subchapter A of chapter 1
of such Code (relating to tax on corpora-
tions) is amended by redesignating section
12 as 13 and by Inserting after section 11
the following new section:

“See. 12. ForEcN Ol RELATED INCOME,

“(a) I GenEsaL—There is imposed for
each taxable year a tax of 24 percent on the
taxable Income of every corporation which
is foreign oil related income (as defined in
gection 904(e) (3) (B)).

“(b) ExceprioNn.—Subsection (a) does not
apply to any corporation described in section
11(e) (2).

“(c) REecurATIONS.—The Secretary or his
delegate shall prescribe such regulations as
may be necessary to carry out the provisions
of this section, Including, but not limited
to, regulations providing that deductions,
credits, and other computations properly
allocable to computing foreign oil related
income are properly allocated In computing
such income,”.

(3) The table of sections for such part 1s
amended by striking out the item relating
to section 12 and inserting in lieu thereol
the following:

“Sec. 12. Foreign oil related Income.
“Sec. 13. Cross references relating to tax on
corporations.”.

(¢) The amendments made in this section
apply to taxable years beginning after the
date of enactment of this Act.

Sec. 102. Taxation oF EARNINGS AND ProFITS
oF CONTROLLED FOREIGN CORPORA=
TIONS.

(a) Part III of subchapter N of chapter 1
of the Internal Revenue Code of 1954 (re-
lating to income from sources without the
United States) is amended by inserting after

subpart II thereof the followlng new sube

part:

“Subpart I—Controlled foreign corporations

“Sec. 085. Amounts included In gross in-
come of United States share-
holders.

Definitions.

Rules for determining stock own-
ership.

Exclusion from gross income of
previously taxed earnings and
proflts.

Adjustments to basis of stock in
controlled foreign corporations
and of other property.

Records and accounts of United
States shareholders.

AMOUNTS INCLUDED IN Gross IN-
COME OF UNITED STATES SHARE-
HOLDERS,

“{a) AMOUNTS INCLUDED.—

(1) In GENERAL—I{ a foreign corporation
is a controlled foreign corporation for an un-
interrupted period of 30 days or more during
any taxable year, every United States share-
holder of such corporation who owns (with-
in the meaning of section 987(a)) stock in
such corporation on the last day in such year
on which such corporation is a controlled
foreign corporation shall include In its gross
income, for its taxable year in which or with
which such taxable year of the corporation
ends, its pro rata share of the corporation's
earnings and profits for such year.

*“(2) PRO RATA SHARE OF EARNINGS AND PROF=
1rs.—A United States shareholder’s pro rata
share referred to in paragraph (1) is the
amount—

“(A) which would have been distributed
with respect to the stock which such share-
hiolder owns (within the meaning of section
987(a)) In such corporation if on the last
day, in tts taxable year, on which the corpo-
ration s a controlled foreign corporation

“Sec.
“Sec.

286,
987.

. 988.

*Sec. B89,

“Sec. 990.

*“Sec. 085.
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it had distributed pro rata to its shareholders
an amount (1) which bears the same ratio to
its earnings and profits for the taxable year,
as (i1) the part of such year during which
the corporation 18 a controlled foreign cor-
poration bears to the entire year, reduced by

“{B) an amount (i) which bears the same
ratio to the amount determined under sub-
paragraph (A), as (ii) the part of such year
described in subparagraph (A) (it) during
which such shareholder did not own (with-
in the meaning of section 987(a)) such stock
bears to the entire year.

“(b) EaRNING AND ProFIT—FoOr purposes
of this subpart, under regulations prescribed
by the Secretary or his delegate, the earnings
and profits of any forelgn corporation, and
the deficit in earnings and profits of any for-
eign corporation, for any taxable year—

“(1) except as provided in section 312(m)
(3), shall be determined according to rules
substantially similar to those applicable to
domestic corporations,

“(2) shall be appropriately adjusted for
deficits in earnings and profits of such cor-
poration for any prior taxable year beginning
after the date of the enactment of the Trade
Reform Act of 1974.

“(3) shall not include any item of income
which is effectively connected with the con-
duct by such corporation of a trade or busi-
ness within the United States unless such
ftem 1s exempt from taxation (or is subject
to a reduced rate of tax) pursuant to a
treaty obligation of the United States, and

“(4) shall not include any amount of earn=
ings and profits which could not have been
distributed by such corporation because of
currency or other restrictions or limitations
imposed under the laws of any foreign coun-

try.

“(c) COORDINATION WirH ELECTION OF A
ForereN INVESTMENT COMPANY To DISTRIDUTE
IncomE—A United States shareholder who,
for his taxable year, I8 & gualified share-
holder (within the meaning of section 1247
{(c)) of a forelgn investment company with
respect to which an election under section
1247 is in effect shall not be required to in-
clude in gross income, for such taxable year,
any amount under subsection (a) with re-
spect to such company.

“(d) CooRDINATION WiTH ForEIGN PER-
SONAL HoLDING CoOMPANY Provisions—In the
case of a United States shareholder who, for
his taxable year, is subject to tax under sec-
tion b661(b) (relating to forelgn personal
holding company income included in
income of United States shareholders) on
income of a controlled foreign corporation,
the amount required to be Included in gross
income by such shareholder under subsec-
tion (a) with respect to such company shall
be reduced by the amount included in gross
income by such shareholder under section
551(b).

“Sec. 986, DEFINTTIONS.

“{a) UNITED STATES BSHAREHOLDER DE-
rinED.—For purposes of this subpart, the
term ‘United States shareholder' means, with
respect to any foreign corporation, a United
States person (as defined in section 857(d))
who owns (within the meaning of section
887(a) ), or is conslidered as owning by ap-
plying the rules of ownership of section 987
(b). 1 percent or more of the total combined
voting power of all classes of stock entitled
to vote of such foreign corporation.

*“{b) ConTROLLED FOREIGN CORPORATION
DeFINED.—Tor purposes of this subpart, the
term ‘controlled forelgn corporation’ means
any foreign corporation of which more than
B0 percent of the total comblned voting power
of all classes of stock entitled to vote is
owned (within the meaning of section 987
{a)), or is considered as owned by applying
the rules of ownership of section 987(b), by
Tnited States shareholders on any day during
the taxable year of such foreign corporation.
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RurEs ¥or DETERMINING STOCK
OWNERSHIP.

“(a) DmECT AND INDIRECT OWNERSHIP,—

“(1) GeEneraxn Rune.—For purposes of this
subpart, stock owned means—

“(A) stock owned directly, and

*“({B) stock owned with the application of
paragraph (2).

“{2) STOCE OWNERSHIP THROUGH FOREIGN
ENTITIES—FoOr purposes of subparagraph (B)
of paragraph (1), stock owned, directly or in-
directly, by or for a forelgn corporation or
foreign estate (within the meaning of section
7701(a) (31)) or by or for a partnership or
trust shall be considered as being owned pro-
portionately by its shareholders, partners, or
beneficlaries. Stock considered to be owned
by & person by reason of the application of
the preceding sentence shall, for puropses
of applying such sentence, be treated as ac-
tually owned by such person.

“(b) ComsTRUCTIVE OwNERSHIP.—FoOr pur-
poses of section 986, section 318(a) (relating
to constructive ownership of stock) shall
apply to the extent that the effect is to
treat any United States person as a United
States shareholder within the meaning of
section 986(a), or to treat a forelgn corpora-
tion as a controlled foreign corporation un-
der section 986(b), except that—

*“(1) in applying paragraph (1) (A) of sec-
tion 318(a), the stock owned by an unresi-
dent allen individual (other than a foreign
trust or a foreign estate) shall not be con-
sidered as owned by a citizen or by a resi-
dent allen individual.

“(2) in applying subparagraphs (A), (B),
and (C) of section 318(a)(2), If a pariner-
ghip, estate, trust, or corporation owns, di-
rectly or indirectly, more than 50 percent of
the total combined voting power of all classes
of stock entitled to vote of a corporation, it
shall be considered as owning all of the stock
entitled to vote.

“(3) in applying subparagraph (C) of sec-
tion 318(a) (2), the phrase ‘10 percent’ shall
be substituted for the phrase ‘50 percent’
nused in subparagraph (C), and
subparagraphs (A), (B), and (C) of section
318(a) (3) shall not be applied so as to con-
sider a United States person as owning stock
which Is owned by a person who is not a
United States person.

“Sge, 088, ExcLusioN From Gross INCOME OF
PREVIOUSLY TAXED EARNINGS AND
PROFITS.

“(a) ExcrLusion From Gross INCOME.—For
purposes of this chapter, the earnings and
profits for a taxable year of a foreign corpora-
tion attributable to amounts which are, or
have been, Included in the gross income of a
United States shareholder under section 985
(a), shall not, when such amounts are dis-
tributed directly, or Indirectly through a
chaln of ownership described under section
887(a), to—

“(1) such shareholder (or any other United
States person who acguires from any person
any portion of the interest of such United
States shareholder in such foreign corpora-
tion, but only to the extent of sueh portion,
and subject to such proof of the ldentity of
such interest as the Secretary or hils dele-
gate may by regulations prescribe), or

“(2) a trust (other than a foreign trust)
of which such shareholder is a beneficiary,
be again included in the gross income of
such United States shareholder (or of such
United States person or of such trust).

*“(b) ExcrLusioNn FroM Gross INCOME oF
CERTAIN FOREIGN SUBSIDIARIES.—FoOr purposes
of section 985(a), the earnings and profits
for a taxable year of a controlled foreign
corporation atiributable to amounts which
are, or have been, included in the gross in-
come of a United States shareholder under
section 9856(a), shall not, when distributed
through a chain of ownership described un-
der section 987(a), be also Included in the
gross Income of another controlled foreign

“Sec. 087,
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corporation in such chaln for purposes of
the application of section 98G6(a) to such
other controlled foreign corporation with re-
spect to such United States shareholder (or
to any other United States shareholder who
acguires from any person any portion of the
interest of such United States shareholder
in the controlled foreign corporation, but
only to the extent of such portion, and sub-
ject to such proof of identity of such interest,
a5 the Secretary or his delegate may prescribe
by regulations).

“(e) ArrocaTiON OF DISTRIBUTIONS —FoOr
purposes of subsections (a) and (b), section
816(a) shall be applied by applying para-
graph (2) thereof, and then paragraph (1)
thereol—

‘(1) frst, to earnings and profits attribut-
able to amounts included in gross income
under section 985(a), and

“*{2) then to other earnings and profits,

“({d) DrstrisBUTIONS EXCLUDED FrOoM GrOSS
IncoME Nor To BE TREATED AS DIVIDENDS.—
Any distribution excluded from gross income
under subsection (a) shall be treated, for
purposes of this chapter, as a distribution
which is not a dividend.

“SEC. 989, ADJUSTMENTS TO BASIS OF STOCK IN
CONTROLLED FOREIGN CORPORA~-
TIONS AND OF OTHER PROPERTY.

“{a) INcrREASE IN Basis.—Under regulations
prescribed by the Secretary or his delegate,
the basis of a United States shareholder's
stock in a controlled foreign corporation, and
the basis of property of a United States
shareholder by reason of which it is con-
sidered under section 887(a)(2) as owning
stock of a controlled foreign corporation,
shall be increased by the amount required to
be included in its gross income under sec-
tion 985(a) with respect to such stock or
with respect to such property, as the case
may be, but only to the extent to which
such amount was included in the gross in-
come of such United States shareholder.

“{b) REDUCTION IN BASIS.—

“(1) In eceEnNEraL—Under regulations pre-
scribed by the Secretary or his delegate, the
adjusted basis of stock or other property
with respect to which a United States share-
holder or a United States person receives an
amount which is excluded from gross in-
come under section 988(a) shall be reduced
by the amount so excluded.

“(2) AMOUNT IN EXCESS OF BASIS,—To the
extent that an amount excluded from gross
income under section 988(a) exceeds the
adjusted basis of the stock of other property
with respect to which it is received, the
amount shall be treated as gain from the
sale or exchange of property.

“Sec. 990. RECORDS AND ACCOUNTS OF UNITED
STATES SHAREHOLDERS.

“(a) RECORDS AND AcCOUNTS To BE MamN-
TAINED.—The Secretary or his delegate may
by regulations require each person who is,
or has been, a United States sharehoclder of
a controlled foreign corporation to maintain
such records and accounts as may be pre-
scribed by such regulations as necessary to
carry out the provisions of this subpart.

“(b) Two or More PersonNs ReEQUIRED To
MamnTamy or FURNISH THE BaME RECORDS AND
ACCOUNTS WITH RESPECT TO THE SaME For-
EIGN ComPORATION.—Where, but for this sub-
section, two or more persons would be re-
guired to maintain or furnish the same
records and accounts as may by regulations
be required under subsection (a) with re-
spect to the same controlled foreign corpo-
ration for the same period, the Secretary or
his delegate may by regulations provide that
the maintenance or furnishing of such rec-
ords and accounts by only one such person
shall satisfy the requirements of subsection
() for such other persons.'”.

{b) TeECcENICAL AND CONFORMING
MENTS ~

(1) Section 864(c) (4) (D) of such Code is
amended to read as follows:

*{D) No income from sources without the
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United States shall be treated as effectively
connected with the conduct of a trade or
business within the United States if it con-
sists of dividends, interest, or royalties paid
by a foreign corporation in which the tax-
payer owns (within the meaning of section

958(a) ), or is considered as owning (by ap-

plying the ownership rules of section 858

(b)), more than 50 percent of the total com-

bined voting power of all classes of stock

entitled to vote."”,

(2) Section 951 of such Code is amended
by adding at the end thereof the following:

“{e) TaxaprLE YEARS ENDING AFTER ENACT-
MENT OF THE TRADE REFORM AcCT OF 1974 —No
amount shall be required to be included in
the gross income of a United States share-
holder under subsection (a) (other than
paragraph (1) (A) (i1), or paragraph (1) (B)
of such subsection) with respect to a taxable
year of a controlled foreign corporation be-
ginning after the date of the enactment of
the Trade Reform Act of 1974.".

(3) Sectlon 1016(a)(20) of such Code is
amended by striking out “section 961" and
inserting in lieu thereof *‘sections 961 and
290",

(4) Section 1246(a) (2) (B) of such Code 15
amended by inserting “or 985" after “section
951" and by inserting “or 888" after “sectlon
959.".

(6) Section 1248(d) (1) of such Code is
amended to read as follows:

“{1) AMOUNTS INCLUDED IN GROSS INCOME
UNDER SECTION 931 OR ®85.—Earnings and
profits of the foreign corporation attribut-
able to any amount previously included in
the gross lncome of such person under sec-
tion 951 or 985, with respect to the stock sold
or exchanged, but only to the extent the in-
clusion of such amount did not result in an
exclusion of an amount from gross income
under section 959 or 988.".

(c) The table of subparts of part III of
subchapter N of chapter I of the Internal
Revenue Code of 1854 is amended by adding
at the end thereof the following:

“Subpart I. Controlled foreign corporations,”.
(d) ErrFecTIVE DaTE—The amendments

made by this section shall apply with respect

to taxable years of foreign corporations be-
ginning after the date of the enactment of
this Act, and to taxable years of United

Btates shareholders within which or with

which such taxable years of such foreign

corporation end,

Sec. 103. DENIAL oF Disc BexErIrs WITH RE-
sPECT TO ENERGY RESOURCES AND OTHER
PRODUCTS
(a) AMENDMENT OF SecTION 883(c) (2) —

Section 893(c) (2) (relating to property ex-

cluded from export property) is amended by

striking out “or” at the end of subparagraph

(A), by striking out the period at the end

of subparagraph (B) and inserting in lleu

thereof “, or”, and by adding at the end
thereof the following:

“(C) products of a character with respect
to which a deduction for depletion is al-
lowable (including oil, gas, coal, or uranium
products) under section 611.

“(D) agricultural and horticultural com-
modities and products (including but not
limited to livestock, pouliry, fish, and fur-
bearing animals), or

“(E) products the export of which is pro-
hibited or curtailed under section 4(b) of
the Export Administration Act of 1969
(60 U.8.C. App. 2408(b)) to effectuate the
policy set forth In parasgraph (2)(A) of
section 3 of such Act (relating to the pro-
tection of the domestic economy).
Subparagraphs (C) and (D) shall not apply
to any commodity or product at least 50 per-
cent of the fair market value of which is
attributable to manufacturing or processing,
except that subparagraph (C) shall apply to
any primary product from oil, gas, coal, or
uranium. For purposes of the preceding sen-
tence, the term ‘processing’ does not include
extracting or harvesting, handling, packing,
packaging, grading, storing, or transporting.”.
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(b) ErFecTivE Date—The amendments
made by subsection (a) shall apply to sales,
exchanges, and other dispositions made after
March 18, 1975, in taxable years ending after
Buch date.

Sec. 104, TREATMENT FOR PURPOSES OF THE
INVESTMENT CREDIT OF CERTAIN PROPERTY
UsSEp 1N INTERNATIONAL OR TERRITORIAL
WatERS.

(8) AMENDMENTS 10 1954 CODE.—

(1) IN GENERAL—Clause (x) of section
48(a) (2) (B) (relating to property used out-
side the United States) is amended by strik-
ing out “territorial waters” and inserting in
lieu thereof “territorial waters within the
northern portion of the Western Hemis-
phere”,

(2) DeFmvnton.—Subparagraph (B) of sec-
tion 48(a) (2) is amended by adding at the
end thereof the following new sentence: “For
purposes of clause (x), the term ‘northern
portion of the Western Hemisphere' means
the area lying west of the 30th meridian west
of Greenwlch, east of the international date-
line, and north of the Equator, but not in-
cluding any foreign country which is a coun-
try of South America.”

(b) EFfFECTIVE DATE —

(1) In eENERAL—The amendments made
by subsection (a) shall apply to property,
the construction, reconstruction, or erection
of which was completed after March 18, 1975,
or the acquisition of which by the taxpayer
occurred after such date.

(2) BiNpiNG coNTRACT—The amendments
made by subsection (a) shsall not apply to
property constructed, reconstructed, erected,
or acquired pursuant to a contract which
was, on April 1, 1974, and at all times there-
alter, binding on the taxpayer,

(3) CERTAIN LEASE-BACKE TRANSACTIONS,
Erc.—Where a person who is a party to a
binding contract described In paragraph (2)
transfers rights in such contract (or in the
property to which such contract relates) to
another person but a party to such contract
retains a right to use the property under a
lease with such other person, then to the
extent of the transferred rights such other
person shall for purposes of paragraph (2),
succeed to the position of the transferor with
respect to such binding contract and such
property. The preceding sentence shall apply,
in any case in which the lessor does not make
an election under section 48(d) of the In-
ternal Revenue Code of 1954, only if a party
to such contract retains a right to use the
property under a long-term lease.

Part II—PERCENTAGE DEPLETION IN CASE OF

O AxD Gas WeLLS

Sec. 411. LismrraTIioNsS ON PERCENTAGE DEPLE-
TION FOR OIL AND GaAS.

(a) In GeNerar—Part I of subchapter I
of chapter 1 (relating to natural resources)
is amended by Inserting after section 613 the
following new section:

“Sec, 613A, LIMITATIONS ON PERCENTAGE DE-
PLETION 1IN Case oF OIn AND
Gas WELLS

“{a) GeneEpalL RULE—Except as otherwise
provided in this section, the allowance for
depletion under section 611 with respect to
any oil or gas well shall be computed without
regard to section 613.

“(b) E=ZEMPTION FOR CERTAIN DOMESTIC
Gas WeLLS. —

“(1) I~ cenerat.—The allowance for de-
pletion under section 611 shall be computed
in accordance with section 613 with respect
to—

“{A)
gas,

“(B) wells producing natural gas sold un=
der a fixed contract, and

“(C) any geothermal deposits in the United
States or in a possession of the United Staves
coming within the meaning of the term ‘geo-
thermal steam and associated resources’ as
found in the Geothermal Steam Act of 1940,
84 Stat. 1566,

wells producing regulated natural
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“(2) DermNrmonNs.—For purposes of this
pubsection—

“(A) NATURAL GAS SOLD UNDER A FIXED
contTRACT.—The term "natural gas sold under
a fixed contract’ means domestic natural gas
sold by the producer under a contract, in
effect on February 1, 1975, and all times
tereafter before such sale, under which the
price for such gas cannot be adjusted to re-
flect to any extent the increase in liabili-
ties of the seller for tax under this chapter
by reason of the repeal of percentage de-
pletion. Price increases subsequent to Feb-
ruary 1, 1875, shall be presumed to take in-
creases in tax liabilities into account unless
the taxpayer demonstrates to the contrary by
clear and convincing evidence.

*“(B) REGULATED NATURAL GAS.—The term
‘regulated natural gas’ means domestic nat-
ural gas produced and sold by the producer,
prior to July 1, 1976, subject to the juris-
diction of the Federal Power Commission, the
price for which has not been adjusted to re-
flect to any extent the Increase in lability
of the seller for tax by reason of the repeal
of percentage depletion, Price increases sub-
sequent to February 1, 1975, shall be pre-
sumed to take increases In tax liabilitles into
account unless the taxpayer demonstrates
the contrary by clear and convincing evi-
dence.

“(c) SmaALL PRODUCER EXEMPTION —

“(1) In GeNEraL—Except as provided in
subsection (d), the allowance for depletion
under section 611 shall be computed in ac-
cordance with section 613 with respect to—

“{A) so much of the taxpayer’s average
daily production of domestic crude oil as
does not exceed 2,000 barrels, plus, in case
such production is less than 2,000 barrels,
and

“(B) so much of the taxpayer's average

daily production of domestic natural gas as
does not exceed 12,000,000 cubic feet reduced
by that fraction of 12,000,000 which the aver-
age daily production of domestic crude oil is
of 2,000 barrels.
If the taxpayer elects to have subparagraph
(A) apply to any amount below 2,000 barrels,
the amount of barrels specified by him, and
such amount shall constitute the numerator
of the fraction in applylng subparagraph
(B).
“{2) AVERAGE DAILY PRODUCTION —For pur-
poses of paragraph (1)—

“{A) the taxpayer's average daily produc-
tion of domestic crude oil or natural gas
shall be determined by dividing his aggre-
gate production of domestic crude oll or nat-
ural gas, as the case may be, during the
taxable year by the number of days in such
taxable year, and

“(B) in the case of a taxpayer holding a

partial interest in the production from any
property (including an interest held in a
partnership) such taxpayer's production
shall be considered to be that amount of
such production determined by multiplying
the total production of such property by
the taxpayer's percentage participation in
the revenues from such property.
In applying this subsection, there shall not
be taken into account the production of nat-
ural gas with respect to which subsection
(b) applies.

“(8) EXEMPTION TO BE DETERMINED ON A
PROPORTIONATE BASIS,—

“(A) Domesric CRUDE omL—If the pro-
ducer’s average daily production of domestic
crude oil exceeds 2,000 barrels, the barrels to
which paragraph (1) applies shall be deter-
mined by taking from the production of each
property a number of barrels which bears
the same proportion to the total production
of the producer for such year from such
property as 2,000 barrels bears to the aggre-
gate number of barrels representing the
average daily production of domestic crude
oil of the producer for such year.

“{B) DOMESTIC WATURAL Gas—If the pro-
ducer’'s average daily production of domestic
natural gas exceed 12,000,000 cubic feet, the
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production to which paragraph (1) applies
shall be determined by taking from the pro-
duction of each property a number of cubic
feet of natural gas which bears the same
proportion to the total production of the
taxpayer for such year from such property
as 12,000,000 cublc feet bears to the aggre-
gate number of cubic feet representing the
average dally production of domestic natural
gas of the producer for such year.

“(4) REDUCTION OF EXEMPTIONS—I{ the
exemptions of 2,000 barrels and 12,000,000
cubie feet are reduced upon the application
of paragraph (5), the amount of the reduced

tion In barrels shall be substituted for
the figure of 2,000 barrels in applying para-
graphs (1) and (3), and the amount of the
reduced exemption in cubic feet shall be
substituted for the figure of 12,000,000 cubic
feet In applying such paragraphs.

“(5) BUSINESS UNDER COMMON CONTROL;
MEMBERS OF THE BAME FAMILY.—

“(A) COMPONENT MEMBERS OF CONTROLLED
GROUP TREATED AS ONE TAXPAYER.—For pur-
poses of this subsection, persons who are
members of the same controlled group of
corporations shall be treated as one taxpayer.

“(B) AGGREGATION OF BUSINESS ENTITIES
UNDER COMMON CONTROL—If 50 percent or
more of the beneficlal interest in two or more
corporations trusts, or estates s owned by
the same or related persons (taking into
account only persons who own at least b6
percent of such beneficial interest), the ex-
emptions provided by this subsection shall
be allocated among all such entities in pro-
portion to the respective production of
domestic crude oil or natural gas, as the
case may be, during the period in question
by such entities.

“(C) ALLOCATION AMONG MEMBERS OF THE
SAME FAMILY.—In the case of Individuals
who are members of the same family, the
exemptions provided by this subsection shall
be allocated among such individual: in pro-
portion to the respective production of
domestic crude oil or natural gas, as the case
may be, during the period in guestion by
such individuals.

“(D) DEFINITION AND SPECIAL RULES.—For
purposes of this paragraph—

*{1) the term ‘controlled group of corpora-
tions' has the meaning given to such term
by section 1663(a), except that section 1563
(b) (2) shall not apply and except that "more
than 50 percent' shall be substituted for ‘at
least 80 percent’ each place it appears in
section 1563(a),

“{i1) a person is a related person to another
person if such persons are members of the
same controlled group of corporations or if
the relationship between such persons would
result in a disallowance of losses under sec-
tion 267 or 707(b), except that for this pur-
pose the family of an individual Includes
only his spouse and minor children, and

“(1i1) the family of an individual includes
only his spouse and minor children.

“(6) TRANSFER OF OIL OR GAS PROPERTY.—

“(A) In the case of a transfer after Decem-
ber 81, 1974, of any proven oil or gas prop-
erty, paragraph (1) shall not apply to the
transferee with respect to his production of
crude oil or natural gas from such property,
and such production shall not be taken into
account for any computation under this sub-
section. A pro| shall be treated as a
proven ofl or gas property if at the time of
the transfer the principal value of the prop~-
erty has been demonstrated by prospecting
or exploration or discovery work.

“(B) Subparagraph (A) shall not apply
in the case of—

“(i) a transfer of property at death, or

“(ii) the transfer in an exchange to which
section 351 applies if following the exchange
the exemptions provided by this subsection
are allocated under paragraph (5) between
the transferor and transferee.

“(d) LIMITATIONS OF APPLICATION OF SUB-
SECTION (C).—

“(1) LIMITATION BASED ON TANABLE IN-

8041
comE—The deduction for the taxable year
attributable to the spplication of subsection
(c) shall not exceed 50 percent of the tax-
payer’'s taxable income computed without re«
gard to—

“(A) subsection (¢),

“(B) any net operating loss carryback to
the taxable year under section 172, and

*“(C) any capital loss carryback to the

taxable year under section 1312(a) (1).
If an amount is disqualified as a deduction
for the taxable year by reason of the appli-
cation of the preceding sentence, the disal-
lowed amount shall be treated as an amount
allowable as a deduction upon the applica-
tion of subsection (c) for the following tax-
able year, subject to the application of the
preceding sentence to such taxable year.

*“{2) ReETAILERS EXCLUDED.—Subsection (c)
shall not apply in the case of any taxpayer
who directly, or through a related person,
sells oil or natural gas, or any product de-
rived from oil or natural gas—

“{A) through any retail outlet operated by
the taxpayer or a related person, or

“{B) to any person—

“(1) obligated under an agreement or con-
tract with the taxpayer or a related person to
use a trademark, trade name, or service mark
or name owned by such taxpayer or a related
person, in marketing or distributing oil or
natural gas or any product derlved from oil
or natural , O

“(ii) given authority, pursuant to an
agreement or contract with the taxpayer or
a related person, to occupy premises owned,
leased, or in any way controlled by the tax-
payer or a related person.

*{3) ReLATED PERSON.—For purposes of this
subsection, & person is a related person with
respect to the taxpayer if a significant owner-
ship Interest In either the taxpayer or such
person is held by the other, or if a third per-
son has a significant ownership Interest in
both the taxpayer and such person. For pur-
poses of the preceding sentence, the term
‘slgnificant ownership interest’ means—

“(A) with respect to any corporation, 5
percent or more in value of the outstanding
stock of such corporation,

“(B) with respect to a partnership, 5 per-
cent or more Interest in the profits or capital
of such partnership, and

“(C) with respect to an estate or trust, 5
percent or more of the beneficlal interests
in such estate or trust.

“(4) CERTAIN REFINERS EXCLUDED.—If the
taxpayer or a related person engages in the
refining of crude oil, subsection (c) shall not
apply to such taxpayer if on any day during
the taxable year more than 50,000 barrels of
oil were refined by the taxpayer or such
person.

“(e) PLowBACK LIMITATION.—

*“(1) OGewnerar ruLE—The deduction al-
lowed producers for depletion under this
section shall not exceed for any taxable year
an amount equal to the sum of the pro-
ducer’s qualified investment and qualified
investment carryover for the taxable year,

“(2) QUALIFIED INVESTMENT.—FOr pur-
poses of paragraph (1). any person's guali-
fled investment for any taxable year is the
amount paid or incurred by such person dur-
ing such taxable year (with t to areas
within the United States or a possession of
the United States) for—

“(A) intangible drilling and development
costs;

“(B) the following items if paid or in-
curred for the purpose of ascertaining the
existence, location, extent, or gquality of any
deposit of oil or gas within the United States
or a possession of the United States:

*(1) aerial photography;

“(i1) geological mapping;

*“(ii1) alrborne magnetometer surveys;

“{iv) gravity meter surveys;

*(v) selsmograph ; or

“(vi) similar geological and geophysical
methods;

u{c)

the construction, reconstruction,
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erection, or acquisition of the following
items, but only if the original use of such
items begins with such person:

“{i) depreciable assets used for the explo-
ration for or the development of production
of oil or gas (Including development or pro-
ductlon from oil shale); converting oll shale,
coal, or liguid hydrocarbons into oil or gas;
or refining oll or gas (but not beyond the
primary product stage);

“(ii) pipelines for gathering or transmit-
bing oil or gas, and facilities (such as pump=-
ing stations) directly related to the use of
such pipelines.

(D) secondary or tertiary recovery of oil
or gas, including remedial work necessary to
maintaln or restore primary production, or

“{E) the acquisition of oil and gas leases
but the aggregate amount which may be
taken into account under this subparagraph
for any taxable period shall not exceed one-
third of the aggregate of the amounts which
may be taken into account by the taxpayer
under subparagraphs (A), (B), (C), and (D)
for such period.

*(3) QUALIFIED INVESTMENT CARRYOVER.—
For purposes of paragraph (1), a producer's
qualified investment ecarryover shall be the
amount, if any, by which the amount of the
producer’s qualified investment for the pre-
ceding taxable year exceeds so much of the
deduction allowed for depletion as is com-
puted under section 613 by reason of sub=-
section (c) (determined without regard to
this subsection) for such preceding taxable
vear.".

(4) Paragraph (1) General Rule shall not
apply in the case of deduction for depletion
with respect to a producer’s share of produc-
tion from royalty interest.

“(6) DerFinrTIONS.—For purposes of fthis
section—

“(1) CrupE orL.—The term ‘crude oil’ in=
cludes a natural gas liquid recovered from &
gas well in lease separators or field facllities.

“{2) NatUraL cas.—The term ‘natural gas'
means any product (other than crude oil)
of an oil or gas well if a deduction for de-
pletion is allowable under section 611 with
respect to such product.

“(3) DomesTIC.—The term 'domestic’ refers
to production from an oil or gas well lo=
cated in the United States or in a possession
of the United States.

“(4) Barrer.—The term ‘barrel’ means 43
United States gallons.”,

(b) TECHNICAL AMENDMENTS.—

(1) Bubparagraph (A) of section 613(b)
{1) (relating to 22-percent depletion rate for
certain minerals) is amended to read as fol-
lows:

“(A) oil and gas wells, to the extent allow-
able under section 613A;".

(2) The last sentence of paragraph (7) of
section 613(b) (relating to 14-percent deple=-
tion rate for certain other minerals) is
amended by striking out “or” at the end of
subparagraph (A), by striking out the period
at the end of subparagraph (B) and insert-
ing in lieu thereof “; or", and by adding at
the end thereof the following new subpara=-
graph:

“(C) ofl or gas wells.”.

(c) ErFecTivé DatE~The amendments
made by this section shall take effect on
January 1, 1975.

Mr. DOLE. Mr. President, will the Sen-
ator yleld?

Mr, CHILES. I yield.

Mr. DOLE. As I understand it, along
the same line of questioning by the Sena-
tor from South Carolina, it would be in
the form as finally adopted late yester-
day, so that it would still be a depletion
allowance for the small Independents—
2,000 barrels?

Mr. CHILES. That is right, I did not
try to affect any of that. We just modified
it to put in section 4 the way it was.
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DOLE. Just the way it was, no
changes?

Mr. CHILES. No changes,

Mr. DOLE. No other interpretation?

Mr. CHILES. No change whatsoever,

Mr. NUNN. Mr. President, will the Sen-
ator yleld?

Mr. CHILES. I yield.

Mr. NUNN. Mr. President, I congratu-
late the Senator from Florida for spon-
soring this amendment, and I am proud
to be one of the original sponsors.

I started this week, which the Senate
has devoted to debate on economic rem-
edies, fully aware of the severe problems
the people of our Nation are now experi-
encing with inflation, recession, and en-
ergy. I know that a tax-cut measure
would be a stimulus to our economy,
which we all know we need. However, the
momentum here on the floor of the Sen-
ate is building toward providing a stimu-
lus which will provide short-term relief
followed by long-term problems. For this
reason, I strongly support the move of
the Senator from Florida to try to get the
total package down to the amount in the
measure passed by the House of Repre-
sentatives,

Although I have been a Member of the
U.S. Senate for only 2 years, I find my-
self becoming more and more skeptical of
the so-called economic experts. The “eco-
nomic experts” have testified that we
need an economic stimulus in the amount
of about $30 billion.

However, in reviewing the record, I
note that these same experts recom-
mended a reduction in taxes in 1971 and
1972 as a stimulus to the tune of about
$21 billion to pull the country out of the
so-called recession. At that time, the
politicians applauded, Congress acted,
and we had their “bold stimulus.” Now
we have reaped the bitter harvest of
these seeds—unemployment is substan-
tial and inflation has doubled. Of course
there are other causes—energy, agricul-
ture, and a continuing pattern of deficit
financing. Yet the underlying factor
beneath most all of our problems is the
lack of consumer confidence which has
spread rapidly throughout our Nation,
affecting each citizen’s own sense of
security.

I agree with the Senator from Florida
when he says that restoration of the con-
fidence of the American people is the
important focus now. We must recognize
that the confidence of the American peo-
ple has deteriorated because of inflation.
We did not start off this recession be-
cause of a slack in our economy. It
started because the economy was over-
heated and inflated which in turn caused
the loss of confidence and the subsequent
loss of consumer purchases.

Yet we now see the same experts offer-
ing the same advice applauded by the
same politicians. The Senate’s recipe will
feed the American worker dessert for
about 3 months in the form of the tax
rebate. The main course to follow—in-
creased inflation and interest rates—
will place the American worker right
back into the circle I mentioned above.

Mr. President, I fear the American
working man and woman is being de-
ceived. A tax rebate will provide an ini-
tial benefit of about $200 to the average
family. This will help in the short term—
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4 to 6 months. The overheated Federal
spending and deficit financing, accom-
panied by massive borrowing, will push
inflation and interest rates way up. The
workers’ initial benefif will be erased and
his income and purchasing power
plunged even lower by the hidden tax of
inflation.

I know that the Keynesian philosophy
is widely accepted by Members of Con-
gress. I know that many experts, whether
they agree with the Keynesian philos-
ophy or not, will agree that you eannot
make it work when you apply only 50
percent of it. What we in Congress are
good at doing is applying the pleasant
50 percent of Keynesian philosophy.
That part is to cut taxes and to raise
spending. History shows clearly, however,
when the time comes for the other un-
pleasant 50 percent to be applied, there
are very few people around who can be
found to voice that view. That part of
the so-called economic philosophy is to
cool off our economy, either by lowering
expenditures or by increasing taxes.

If some of my colleagues in the Senate
had been at the Budget Committee meet-
ing yesterday afternoon and had seen
the charts and heard the presentation
there, I believe there would be a dampen-
ing of enthusiasm for the tax package
we have before us in the amount of
about $32 billion,

A couple of months ago, the President
of the United States proposed that we
have a total deficit of about $52 billion.
This proposal included a tax cut in the
amount of $16 billion. Since that time,
due to both Executive and congressional
action—including anticipated action by
Congress that has not yet occurred—
that deficit is now projected by the
Budget Committee to be closer to $80 bil-
lion. That means that even without this
tax cut, what the President and all his
advisers described as a horrible deficit
in the amount of $50 billion would still
be with us if we did not pass one penny
of tax reduction. The $80 billion figure
is now considered an optimistic deficit—
not just a realistic deficit, but an
optimistic deficif.

Of course, the Budget Committee is a
new concept. The Budget Committee has
just been formed, and I do not think it
could have been formed at a more
difficult period in our economic history.
Yet, the members are going to be
judged—and the new budgetary process
is going to be judged—by the action
Congress takes this year.

The discouraging part about yester-
day's presentation, strange as it may
seem, was not the projected deflcit figure
of $80 billion, but the more likely deficit
that we are leading to, based on the
reports of the various authorizing com-
mittees. When you consider the presenta-
tions to the Budget Committee by the
authorizing committees as to what they
anticipate, add it all up and include the
tax package that came out of the Com-
mittee on Finance, the potential deficit
that we may incur in fiscal year 1976
is not $80 billion, but $122 billion.

One event that is ocurring in America
that so few people understand is that
because of the accumulated deficits and
expenditure patterns of the Federal Gov-
ernment—not just for 1 year—the
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private capital market is dying. Last
yvear, the Federal Government borrowed
62 percent of all available funds. Based
on the trends that are taking place right
now, that figure will go up dramatically.

Mr, President, I believe that very few
good things come out of a recession, Very
few good things will come out of the eco-
nomic period with which we are now
plagued. Unemployment is high. People
are suffering. Our elderly people and
people on fixed incomes are having an
extremely difficult time. I believe we must
take steps and we are taking steps to
alleviate that pain. We must do that even
as we know we are going to have fo
increase expenditures.

I am not one of those who believe that
we can have a balanced budget, an abso-
Iutely balanced budget, every year; nor
am I one of those who believe that we
can balance this year’s budget with the
revenues going down at a very rapid rate.
I do believe, however, that if we are go-
ing to restore any degree of confidence
by the American people—regardless of
what the theoretical economists may tell
us—we are not going to restore confi-
dence with a $90 billion to $100 hillion
deficit. That will never happen. What we
must do with the Federal budget is fo
show a surplus in years when the econ-
omy is booming. Instead, we have had
increasing budget deficits even in good
years. Our goal in this Congress must be
to have an overall balanced budget over
a period of years.

Mr. President, I believe that we mark
a responsible course in congressional
spending, even though it may not be the
best formula politically—even though we
meay lose votes by our action.

Since World War II, we have had many
deficits, but we have never had a period
in which accumulated deficits came any-
where near what the fiscal year 1975
deficit is going to be and what the 1976
projection will reach.

I fear that we are dealing in a self-
defeating circular reacticn. In our sin-
cere efforts to deal with our economic
problems, we are going to preclude any
kind of future recovery. Just when the
economy starts to recover, and I believe
it will begin to recover by reason of this
stimulus—just as that starts to happen—
businesses will be borrowing more money,
consumers will be spending more money
and borrowing more money for automo-
biles and homes; however, at the same
time, the Government is going to be
dominating the capital borrowing
market.

We are not taking this tax cut out of
revenue. We are taking it out of bor-
rowed funds. At this point in our Treas-
ury, every dollar spent is a dollar bor-
rowed. The Government will have to
compete with every consumer, every
businessman, and every private company
in the fall of 1975 and in calendar year
1976 in order to borrow enough money
to pay for this.

One of the most discouraging items
that I heard yesterday afternoon from
our economist on the Committee on the
Budget is that, contrary to what some
people have said, we are not going to
reap the benefit of this depleted revenue
as a reward for cuiting taxes. In other
words, the idea is to stimulate the econ-
omy, increase the revenue, and thereby
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reduce future deficits. The maximum
that we can expect to recover by reason
of this revenue loss during fiscal year
1976, according to testimony yesterday,
is 25 percent of the total. So the chronic
merry-go-round we are on is going to
get worse and worse.

For example, at a 56-percent rate of
inflation a family making $12,000 per
year is losing $60 per month in spend-
able income. The tax legislation we are
considering, coupled with other antici-
pated spending, will push the rate of in-
flation back to 12 percent, or even more.
That inflation would cause the family to
lose $120 per month in spendable in-
come. So it is easy to see that a $200 to
$300 tax rebate would be wiped out by
inflation within several months.

What, then, can we do? I believe we
can pass the amendment the Senator
from Florida and I offered and do our
utmost, in addition to cutting down this
tax package and at the same time giving
needed relief to both consumers and
businessmen, to devise some kind of
trigger mechanism to react to overheated
Federal spending. If my fears are cor-
rect, as recovery starts and we get into
an overheated situation with interest
rates going right back up, we need to
dampen Federal expenditures. I hope our
Committee on the Budget will work to-
ward that end. I strongly believe we need
a mechanism that as the economy re-
covers, will begin to dampen the ill ef-
fects of the Federal deficits.

I congratulate the Senator from Flor-
ida for proposing this amendment. As
unpopular as it may be to administer
painful medicine, I think it is needed.
My own hope in terms of support or
opposition to this total tax package cer-
tainly will have to be determined based
on the outcome of this particular amend-
ment or the Bumpers amendment that
would also reduce the total amount of
the bill. I am under no illusion that we
are likely to secure majority passage.
Neither am I under any illusion that
Congress can pass a bill that is going to
increase our Federal deficit by this much
without corresponding damage and hope,
at the same time, to restore the con-
fidence of the American people.

In every recession we have had in this
country, the seeds have been sown for
a higher rate of inflation. We went into
this recession with about 12 percent in-
flation. I shudder to think what we may
come out with in 1976 and 1977.

Mr. CHILES. I thank the distinguished
Senator from Georgia for his remarks.
I think he has added eloguently to the
thrust of the amendment, which is what
I feel and what I think the distinguished
Senator from Georgia feels is the purpose
of this bill when we started off talking
about a tax cut. That was to try to give
some stimulus to the economy. If we
look at some of the items that we have
added in the bill we were working on
prior to this substitute, we are not talk-
ing about stimulus to the economy in
some of those items we put in. It became
something that was a little bit of tax
reform, a little bit of something for
everyone. And I hated to vote against
some of those amendments.

Under other circumstances, on a tax
reform bill

Mr, NUNN, Mr. President, I ask for
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order. The Senator from Florida is try-
ing to speak and because of the noise,
it is difficult to hear, as close as I am.

The PRESIDING OFFICER. The Sen-
ate will be in order.

Mr, NELSON. Mr, President, the Sen-
ate is not In order, There are Senators
not in their seats.

The PRESIDING OFFICER. The Sen-
ate will be in order.

The Senator may proceed.

Mr. CHILES. Under other circum-
stances, I would have liked to vote for a
number of those amendments, but I tried
to come in here to vote for those things
which I thought would stimulate the
economy. I thought that really was what
we were talking about in this tax pack-
age. I think we now have gotten so far
out of sight of this. As the Senator
pointed out, listening to those figures
that are coming up in the Committee on
the Budget, we see, almost no matter
what kind of course we take, unless we
are willing to cut some spending, that
we are talking about at least $80 billion
as a defieit.

We know that there are other stimu-
lant bills coming along. We see that the
House has passed a bill, an additiona] bill
on public service jobs. I tkink the price
tag on that was about $6 billion. We are
seeing additional moves to add to the
unemployment compensation. We know
that is going to be coming along,

My. NUNN. I might esk the Senator if,
when some economist hollers “stimu-
late,” that is not the equivalent—as far
as Congress is concerned—of throwing
Br'er Rabbit into the briar patch? Every-
body up here knows how to stimulate the
economy and everybody has a particular
way of doing it. Is that not just about
what we now see coming forth?

Mr. CHILES. That is absolutely cor-
rect. I thought what we were talking
about in an economic game plan was
that we were really going to get together
the President with Congress and we were
going to decide on a package that we
could agree on—a total package that
would be the ftax cuts and the stimu-
lants—and that that would be a man-
ageable package that we could try to
handle. Now, the way I see it going, the
President goes in one direction, and cer-
tainly his tax cut was lower than Con-
gress’. But we were talking, at one time,
ahout a $52 billion deficit. Has the Sen-
ator heard anyone talking about a $52
billion deficit lately?

Mr. NUNN. That has disappeared
from the face of the earth. We are not
even in that universe.

Mr, CHILES. Most people conserva-
tively estimate, and the Secretary of
the Treasury, who, we know, is a fiscal
conservative, now says it is $80 hillion
that he is talking about. That is the
deficit that is facing us, so we know $52
billion went out the window. Fifty-five
billion dollars went out the window. We
are now falking about $80 billion and
we know that is not going to be the
figure in the direction in which we are
going, because we are talking about tryv-
ing to establish medical care now to the
unemployed. The price tag on that is
$2 billion to $3 billion. But that is good.
Boy, we are all going to want to vote
for that, as we want to vote for the ad-
ditional unemployment compensafion.
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Somewhere along the line, and I think
the distinguished Senator from Georgla
recognizes this, it is kind of a cruel hoax
to people to say, “We are going to give
you $100, or, we are going to give you
$200 this year, but we are really not
doing anything about helping you save
Yyour job, or helping you so that that job
will be there next year, or that we will
crank this economy back up.”

Where do we reach the point where
we will quit and are able to say, no, to
some group because of the overall good
and because of what we know to be the
responsibility for the overall good?

I have heard some people say—and I
do not know how many they are. Maybe
I am wrong in the numbers. I know I
have heard some people say, “I am going
to vote against this tax bill; it has got-
ten too big. But I know it is going to
pass.”

I have had that kind of feeling, that
maybe I would just vote against the tax
bill and let it pass. But somehow, I feel
that we ought to try to have some kind
of crack at seeing if we can get back to
what would be a reasonable tax cut,
and try to see whether there is a rea-
sonable place that we can vote for that.

I know one man’s idea of what is re-
sponsible is not another's, especially one
Senator’s. But it seems to me that, rather
than just sit back the way I was going
and say, “OK, we will let these amend-
ments be adopted, I will put my state-
ment in the record and just vote against
the bill,” that we should at some stage
try to come bhack to where I think we
started off in trying to set up a reason-
able tax cut—and that is just a little part
of the job. The other job is what we do
about that deficit that has been growing
every day and what we do about that
package of stimulants. Because we know,
as the Senator knows, the economists tell
us now there are two ways of stimulating.
One is the tax cut and the other way,
what they call the stimulant, is the def-
ieit spending for public service and re-
lease of funds, however it is done. What
we are doing is both, as fast as we pos-
sibly can, without anyone having a sort
of meter on what is going out.

The whole concept of the Budget Act
and the Committee on the Budget, I
thought, was that we were going to have
a game plan to start with and we were
going to know what the spending figure
was. Even while we have been sitting in
that Committee on the Budget, trying to
come back with a spending figure for the
floor to tell them what we thought we are
going to spend—it is just like sitting in a
gas station and watching those numbers
go around on that pump, except that it is
not pennies, it is billions.

The way it has been running up, I do
not know how we will ever get a chance
long enough to get a figure on the floor,
unless we say the figure this morning
was $85 billion, so we think the after-
noon figure would probably be about $90
billion.

Mr. NUNN. I would like to ask the Sen-
ator from Florida if he will yield for a
question. Does it not appear that the
formula for political activity and may-
be political success, though I guestion
the latter, is what the Senate is imple-
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menting right now: decrease taxes, in-
crease expenditures, and dominate the
money market by causing the Federal
Government to borrow something like 68
to 78 percent of all capital funds in this
calendar year, Then Congress can shift
the blame to the Federal Reserve Sys-
tem for all the resulting woes of our
economy.

I do not blame the Federal Reserve
System for everything the Government
has done, and I believe high interest
rates are one of the most injurious mech-
anisms we can have. Nevertheless, I
believe we in Congress must begin to
stand up and assume our share of re-
sponsibility for the woes the Nation is
now undergoing. The Federal Reserve
System, in the fall of 1975, is going to
have a couple of bitter choices: They are
either going to have to dramatically in-
crease the money supply——

Mr. CHILES. Mr. President, may we
have order?

The PRESIDING OFFICER. The Sen-
atbe will be in order.

Mr, NUNN. The Federal Reserve Sys-
tem is going to have a couple of bitter
choices come the fall of 1975, as the Sen-
ator from Georgia sees it. They are
either going to have to dramatically in-
crease the money supply, thereby dilut-
ing the value of every American dollar;
or they are going to have to tighten up
on the money supply and restrict the
economy, which is what they have done
since 1973. This will cause interest rates
to go right back up, causing the person
who is looking for an automobile or a
home to go back and say, “I don’t think
I can afford it even if I have got another
$200 from a tax cut,” because that inter-
est rate—the difference between 6.5 per-
cent and 9 percent on a 25-year or 30-
vear mortgage—overwhelms the amount
of the tax break that we are going to give
the American people,

I ask the Senator from Florida if in his
experience—at least in mine this is
true—the average income working peo-
ple in his State are not crying for relief
from three things: burdensome taxes,
high-interest rates, and excessive Gov-
ernment expenditures.

Mr. CHILES. Absolutely, plus the fact
that their money will not buy anything
because of the inflation rate.

I think the Senator from Georgia has
put his finger right on it. There was a
time when I thought all we had to do was
hurry to Dr. Arthur Burns, shake him a
little bit if we wanted to lower the rates
from where they are today, and see that
he manufactured money fast enough that
no matter what our deficit, he supplied
enough money into the money market not
to cause the interest rates to tend to go

up.

That sounded to me like the best solu-
tion we could possibly find, and for the
life of me I could not understand why
we would have any problem with Dr.
Burns in doing that.

But finally it dawned on me, after
listening to some of our experts, I got
it through my head that yes, we are
keeping interest rates down if we do that,
but watch the spiral of inflation go up,
because we went through that once with
our last President, the President who just
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resigned. He wanted to heat up the econ-
omy a little bit just before the election,
and he shook Arthur Burns a little bit at
that time. He loosened up on the money
supply, and things took off. But in addi-
tion to business taking off and the econ-
omy taking off, the inflation took off,
and that is where we went from where
we had been, where we thought we were
so ahead of all the rest of the world, to
where we spurted up into the present
demand inflation. Yes, that changed after
a while, when the energy and food short-
ages hit it, to a different kind of infia-
tiﬁon, but that was the trigger that set it
off.

The Senator from Florida understands
that you just cannot manufacture that
money and add it to the money supply
as you keep the deficit spending going
without watering everybody’'s dollar. We
see right now our dollar is in more trouble
on the world market. We have devalued
it twice, and it probably should be de-
valued again, and there is no easy out.

We keep looking for easy answers, Now
we have taken people through the
wringer, where we have the kind of un-
employment we now have in this coun-
try. Now we are talking about coming
under control at 8 percent. We used to
call that uncontrolled inflation, but now
we are so happy we do not know what
to do if it is no greater than that. Now
that is dampening down, the interest
rates are coming down, and the economy
is at a place where the only thing that
is holding back our economy right now
is the confidence of the American people.

Mr. NUNN. I agree with the Senator.

Mr. CHILES. And if that confidence
changed this afternoon, at 4 o’clock this
afternoon we would be on the way to
recovery. The confidence of the people—
how do we trigger that? I do not think
we trigger it by passing a 30-some-bil-
lion-dollar tax bill, and following that
with the kind of deficit we know is now
probably going to be over $80 billion, and
all of these other stimuli. We may crank
it up again. We may crank up the econ-
omy again, but you and I know we
would also have fo be cranking up in-
flation, and inflation is what put us here
to start with.

Do we have to go back down the same
row every time? You would think when
we have plowed that row once, we would
know where the curves are, and how to
straighten out the furrow a little bit; I
think that is what we are attempting to
do with this amendment.

Mr. NUNN. Does the Senator from
Florida agree with the analysis I made
a while ago about past history—and that
we do not have to look very far to see
that we are doing right now exactly what
was done in 1971 and 1972—that the
same people who advised then are still
here right now, still the experts, still ad-
vising, and we are repeating the past
history we have had?

Mr. CHILES. Yes. As we know, some of
these same people were there in the fall
of last year, even before it turned, say-
ing, “Inflation is the problem; deal with
the inflation. Do not worry about the
recession and unemployment.” And then
suddenly they said, “Well the recession
went a lot faster than we thought it was
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going to go; forget what we said.” Now
they are saying, “Just deal with the un-
employment and recession; there is so
much slack in the economy you do not
have to worry about infiation.”

But someday we have to pay the
money back. The interest on the nation-
al debt, we know how that affects our
economy now. It just has to be paid back,
and that is the lesson we seem to go
over and over without learning.

I yield to the Senator from South
Carolina.

Mr. HOLLINGS. Mr. President, for
clarification, the Senator from Florida
got unanimous consent to modify his
amendment to include the action taken
on oil depletion and related subjects on
vesterday or today, and I think, in doing
s0, he sent to the desk a copy of the
amendment taken from the CoNcres-
stoNAL ReEcorp, pages T770 to 7773 or
so, with the modifications, obviously,
that I referred to, that wherever it said
1,000 barrels, it has been changed fo
2,000 barrels, and wherever there ap-
peared 6 million cubic feet, it is 12 mil-
lion cubic feet, and that that one section
as to the royalty owners, that the plow=-
back does not apply to them, that sec-
tion 4 that was not included, but later
adopted, now, by the Senate.

That section 4 will appear at the bot-
tom of that middle paragraph of the sec-
tion on page 7773. That is the modified
amendment that the Senator sent to the
desk?

Mr., CHILES, I think the Senator is
correct in everything but the last provi-
sion, and I would be delighted to modify
it to include that plowback, which I
think was agreed to by everyone here.

Mr. LONG. Mr. President, I must ob-
ject to Senators by unanimous consent
putting together substitutes for the
whole bill. We have a host of amend-
ments at the desk, and all those could
be turned by Senators into complete
substitutes for the entire bill, putting
in pages and taking out pages, and that
kind of thing could go on forever; so I
must object to modifying the amend-
ment,

The PRESIDING OFFICER. Objection
is heard.

Mr. CHILES. Mr, President, the yeas
and nays have not been ordered on the
amendment, have they?

The PRESIDING OFFICER. No, the
yeas and nays have not been ordered.

Mr., CHILES. I think I am entitled to
modify the amendment until such time
as the yeas and nays have been ordered.

The PRESIDING OFFICER. The
Chair is advised that cloture has been
invoked, and, objection having been
heard, the Senator cannot modify his
amendment.

Mr. HOLLINGS. The Senator has al-
ready had unanimous consent. I think
that the Chair would rule it would mod-
ify the amendment. I was just clarifying
what he had sent to the desk.

Mr. CHILES, I had sent to the desk
what we had unanimous consent on,
and we will stand on what we had by
unanimous consent.

Mr. HOLLINGS. That is right.

Mr. DOLE. Mr. President, will the

Senator yield? Maybe the Senator from
South Carolina can make a statement
on it. It may make a difference in how
many of us vote on the amendment.

As the Senator from Kansas under-
stands it, we have the Hollings amend-
ment as amended by the Bartlett amend-
ment.

Mr. HOLLINGS. That is correct. I
want the Senator from Oklahoma to
look aft it.

Mr. LONG. Mr. President, what we
now have pending is a Chiles amendment
in the nature of a substitute for the en-
tire bill.

Mr. PERCY assumed the chair.

Mr. LONG. Now, I would like to ask
the Chair if this is correct: If this is
agreed to, does that cut off all other
amendments?

The PRESIDING OFFICER
Percy). The Senator is correct.

Mr. LONG. So no other Senator can
offer his amendment.

The PRESIDING OFFICER. That is
correct.

Mr. LONG. In addition to that, does it
delete all of the amendments that the
Senate has agreed to? That is, all the
amendments we have agreed to today
since we started voting today?

The PRESIDING OFFICER. If the
substitute is adopted, no other amend-
ments agreed to by the Senate previously
would be a part of the bill.

Mr. LONG. All right.

If this substitute is agreed to, it strikes
down all the other amendments that
have been agreed to by the Senate, in-
cluding the Dole amendment, and it
means that Senators then would be pre-
cluded from offering their amendments
which are at the desk; is that correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. LONG. Well, Mr. President, I
hardly think the Senators want to pro-
ceed in that fashion. I move to lay the
amendment on the table.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to lay on the table Mr. CHILES’ amend-
ment.

Mr. CHILES. I ask for the yeas and
the nays.

The PRESIDING OFFICER. Is there
a sufficient second? There is a sufficient
second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk called
the roll.

Mr. ROBERT C. BYRD. I announce
that the Senator from Missourli (Mr.
SymIingToN) is necessarily absent.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD)
and the Senator from Alaska (M.
STEVENS) are necessarily absent.

I further announce that the Senator
from Ohio (Mr. Tart) is absent due to
illness.

I further announce that, if present
and voting, the Senator from Ohio (Mr,
Tarr) would vote ‘“nay.”

The result was announced—yeas 54,
nays 41, as follows:

(Mr.

CONGRESSIONAL RECORD — SENATE

| Rollcall Vote No. 102 Leg.]
YEAS—bB4
Hart, Gary W.

Hart, Phillp A.
Hartke

Abourezk
Bayh
Bentsen
Brooke Haskell
Bumpers Hathaway
Byrd, Robert €. Huddleston
Cannon Humphrey
Case Inouye
Church Jackson
Clark Javits
Cranston Kennedy
Culver Leahy
Eastland Long
Fong Magnuson
Ford Mathias
Glenn McGee
Gravel MclIntyre
Griffin Mondale
NAYS—41
Eagleton
Fannin Morgan
Garn Nunn
Goldwater Fearson
Hansen Pell
Hatfleld RoLh
Helms Scott,
Hollings William L.
Stafford
Btenuis
Stone
Tower
Young

Montoya
Moss
Muskie
Nelson
Fastore
Eercy
Proxmire
Randeolph
Ribicoff
Schweiker
Scott, Hugh
Sparkman
Stevenson
Talmadge
Thurmond
Tunney
Weicker
Williams

Allen Metcall

Baker
Bartlett
Beall
Bellmon
Biden
Brock
Buckley
Burdick
Byrd,
Harry F., Jr.

Chiles
Curtis

Dole
Domenicl

McGovern
NOT VOTING—4
Packwood Symington Taft
Stevens

So the motion to lay on the table was
agreed to.

Mr. LONG. Mr. President; I move to
reconsider the vote by which the motion
was agreed to.

Mr. ROBERT C. BYRD. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Under the previous order, the Sen-
ator from West Virginia is recognized.

Mr. ROBERT C. BYRD. Mr. President,
I ask unanimous consent that instead of
my calling up my amendment at this
time, that I be allowed to follow My,
Bumreess. I ask if we can call his amend-
ment up now.

Mr. CURTIS, Mr. President, reserving
the right to ochject——

Mr. ROBERT C. BYRD. My amend-
ment has no relation to his, but we are
counting ballots on the New Hampshire
election, and I would like to return there
if I could at this point.

If it would be agreeable to everyone,
Mr. Bumrers could go ahead of me.

Mr. CURTIS. Does he have an amend-
ment?

Mr. ROBERT C. BYRD. He has an
amendment, yes.

Mr. CURTIS. Very well.

Mr. BROORKE. I did not understand
the request.

Mr. ROBERT C. BYRD. Under the pre-
vious unanimous-consent order, I am
recognized now to call up an amendment
which I have at the desk, and there will
be yea and nay vote on it. But Senator
Bumpers also has an amendment on
which there will be a yea and nay vote.

I was merely asking consent that I be
dropped back one, let Mr. BUMPERS pro-
ceed with his amendment, and I will fol-
low him.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. SPARKMAN. Mr. President, will

the Sunator yield for 30 seconds?
Mr. BUMPERS. I yield.

AMENDMENT OF THE NATIONAL
INSURANCE DEVELOPMENT ACT
OF 1975.

Mr. SPAREMAN, Mr. President, I ask
that the Chair lay before the Senate a
message received from the House of
Representatives on H.R. 2783.

The PRESIDING OFFICER laid be-
fore the Senate H.R. 2783, an act to
continue the national insurance devel-
opment program by extending the pres-
ent termination date of the program to
April 30, 1979, and by extending the
present date by which a plan for the
liquidation and termination of the re-
insurance and direct insurance pro-
grams is to be submitted to the Con-
gress to April 30, 1982, which was read
twice by its title.

The Senate proceeded to consider the
bill.

Mr. SPARKMAN. Mr. President, 1
send to the desk an amendment,

The PRES™DING OFFICER. The
amendment will be stated.

The assistant legislative clerk read as
follows:

On page 4, strike out lines 4 through 14,
and insert in lieu thereof the following:

Sec. 2. Section 1201(b}) (1) of the National
Housing Act is amended by striking out
“April 30, 19756" and Inserting in lieu thereof
“April 30, 1877".

Amend the title so as to read: “An Act to
continue the national Insurance develop-
ment program.”

The PRESIDING OFFICER. The
question is on agreeing to the amend-
raent.

The amendment was agreed to.

The PRESIDING OFFICER. The
bill is open to further amendment. If
there be no further amendment to be
proposed, the question is on the engross-
ment of the amendment and the third
reading of the bill.

The amendment was ordered to be en-
grossed and the bill to be read the third
ime.

The bill was read the third time.

The PRESIDING OFFICER. The bill
having been read a third time, the ques-
tion it, Shall it pass?

So the bill (H.R. 2783) was passed.

The title was amenued so as to read:

An Act to continue the national insurance
development program.

TAX REDUCTION ACT OF 1975

The Senate continued with the consid-
eration of the bill (H.R. 2166) to amend
the Internal Revenue Code of 1954 fo
provide for a refund of 1974 individual
income taxes, to increase the low income
allowance and the percentage standard
deduction, to provide a credit for certain
earned income, to increase the invest-
ment credit and the surtax exemption,
and for other purposes.

Mr, PASTORE. Will the Senator yield
for a unanimous consent request?
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Mr. BUMPERS. I yield without losing
my right to the floor.

Mr. PASTORE. Mr. President, I ask
unanimous consent that during the re-
mainder of the consideration of the
pending business, Mr. Martin K. Dono-
van of my office, be allowed the privilege
of the floor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. NELSSON. Will the Senator yield
for a unanimous consent request without
losing his right to the floor?

Mr. BUMPERS. I yield.

Mr. NELSON. Mr. President, I ask
unanimous consent that Mr. Herbert L.
Spira, of the professional staffl of the
Senate Select Committee on Small Bus-
iness, be permitted the privilege of the
floor during the course of debate on the
pending legislation.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 185

Mr. BUMPERS. Mr. President, I call
up my amendment No. 165 and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read as
follows:

Strike title I of the bill, entitled “Refund
of 1976 Individual Income Taxes,” and re-
number succeeding titles accordingly.

Mr. BUMPERS. Mr. President, I have
now been a member of this distinguished
body for a little over 2 months.

This is the first substantive item that
I have brought before you. I do so with
some reservation and some trepidation.
I detect a sentiment in this body about
the size of this tax bill. What I am pro-
posing to do is simply delete the $8.1
billion tax refund, or, under the sub-
stitute bill of the distinguished Senator
from Montana, delete the $10 billion tax
refund.

I believe it is widely misunderstood
among my colleagues as to what effect
it will have on the economy.

I do not enjoy taking a negative stance
and being against things. Yet I feel that
the deletion of this $10 billion refund
which, by all reports, would have a very
insignificant effect on the economy,
ought to be deleted as an act of respon-
sibility.

My sensitivities have not been dulled
towards the poor people of this coun-
try, toward the people on fixed incomes,
toward many others who would indeed
enjoy a $100 or $200 rebate. But I would
like to point out that there was testi-
mony before the Budget Committee yes-
terday that the budget deficit this year
could run anywhere from $90 billion
to $120 billion.

That would not only be the biggest
budget deficit in the history of this Na-
tion; it would be a budget deficit that
would literally boggle the mind as well
as the economy.

Mr. LONG. Will the Senator yield for
a unanimous-consent request?

Mr. BUMPERS. I yield.

Mr, LONG. May I ask the Senator
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how long he will require to explain his
amendment?

tidr- BUMPERS. Not more than 15 min-
utes.

Mr. LONG. Then I ask that further
debate on the Bumpers amendment be
limited to one-half hour, half under the
control of the Senator from Arkansas
and half under the control of someone
in opposition.

Mr. STENNIS. Reserving the right to
object, and I will not object, I would like
to have 5 minutes.

Mr. LONG. Forty minutes to be equal-
1y divided.

Mr. BUMPERS. Mr. President, I can
finish in 10 or 15 minutes.

Mr. LONG. I have asked that it be
limited to one-half hour, half under the
control of the Senator from Arkansas.

Mr. McCLELLAN. Reserving the right
to object——

Mr. LONG. The Senator can have my
half.

Mr. McCLELLAN. I want fo ask a
parliamentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. McCLELLAN. Mr. President, we
are operating, are we not, under the
cloture rule?

The PRESIDING OFFICER. Each
Senator has 1 hour for debate.

Mr. McCLELLAN. Then each Senaftor,
or any Senator, during the time of de-
bate, if he gets the floor, could use part
of his time for any purpose he wanted to,
irrespective of this limitation?

Mr. LONG. Not without getting unani-
mous consent. This would be for 100
hours.

The PRESIDING OFFICER. He could
not use above the limit on this amend-
ment.

Mr. McCLELLAN. Mr. President, do
vou mean I could not use the time that
I have under cloture to discuss this
amendment?

The PRESIDING OFFICER. That is
correct.

Mr. LONG. Mr. President, let me ex-
plain the parliamentary situation.

Under the cloture rule, every Senator
has 1 hour. I am aware of what has hap-
pened in some situations, where even
after cloture was invoked the debate
went on for 2 weeks thereafter, or 10
days thereafter.

I am simply trying to move along as
expeditiously as we can, and trying to
gain consent on the individual amend-
ments as well as the 1-hour limitation.

That is why I am trying to get Sena-
tors to agree on the amendments, to
limit themselves. Otherwise, the debate
might drag out 4 or 5 hours because it
keeps inspiring more debate.

I would hope that we could have a 1-
hour limitation, as has been done many
times, with regard to this amendment.

Mar I say as manager, I will be glad o
yield half of the time from opposition to
those who favor the amendment.

Mr. McCLELLAN. Reserving the right
to object, Mr. President, and I do not
want to object, sometime before this bili
comes up for a final vote I will have
something to say. I thought the appro-
priate time for me to use some of my
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time, since I am going to say something
about this amendment, might be at this
particular time, and not have to cut it in
two. But if the time was limited maybe I
could not use all my time.

Mr. GOLDWATER. Objection.

The PRESIDING OFFICER. Objection
is heard to the unanimous-consent re-
quest of the Senator,

Who yields time?

Mr., BUMPERS. Mr. President, I will
do my best to be as responsive and as
expeditious as possible in presenting the
purposes of the amendment; but with
the objection, of course, I cannot confrol
the time of my colleagues who may wish
to speak for or against the amendment.

This is a concept which was in the
President’s original proposal. His pro-
posal was to give up to $1,000 per person
in tax refunds for 1974. The House Ways
and Means Committee bought the con-
cept and made it more acceptable, more
equitable.

But my point is, what are we trying to
do by (lving $8 billion back to taxpayers
who paid their taxes in 1974, with no
expectation of any kind of refund? Are
we trying to stimulate the economy, or
are we trying to make a political decision
which we think will be a palliative to the
disenchanted people in this country?

All the information I h.ve is that on
the original $8 billion proposal; unem-
ployment in this country would be re-
duced by less than .15 of 1 percent. That
is based on a rule of thumb of 100 mil-
lion people in the work force of this
country. Every time you reduce the un-
employment rate 1 percent, that means
a million people have gone to work.
Fifteen one-hundredths would be 150,000
people going to work if the people who
get this $8 billion refund in chunks of
$100 and $200 spend it.

The Siblinger report, which was issued
last week, based on a poll of 1,653 house-
holds in this country, said that 43 per-
cent of the people in this country intend
to save it; 30 percent said they were
going to apply it on their bills; only 18
percent said they would spend it.

While I recognize that saving money
and placing money on bills has some
economic stimulus, it has to vitiate .15
of 1 percent.

Compare the impact of $8 billion spent
in such a manner with spending $8 bil-
lion on public service jobs. You could
hire a million men and women in this
country at $8,000 a year by putting $8
billion into a public service fund.

We are not trying to create a handout.
‘We are trying to give a job to people who
honestly want a job and cannot find one.
We are trying to sustain them and give
them a little dignity.

So it is not a question of whether or
not we are going to spend the money. We
are going to spend it. We are going to
spend it in housing, in economic develop-
ment, in public facilities, and for public
service jobs. e

The testimony that the Budget Com-
mittee heard was that unless this body
acts more responsibly than it has in the
past, the deficit may well reach $100
billion.

I do not want to glve a lesson in 103-A
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economics, but everybody knows that if
the budget reaches anything like that,
the private money capital of this country
cannot sustain it without reversing the
trends of interest rates, which are now
declining.

Mr. GOLDWATER. Mr. President,
will the Senator yield, on my time?

Mr. BUMPERS. I yield.

Mr. GOLDWATER. I think the Sena-
tor is making an excellent point, one that
has been completely overlooked on the
floor of the Senate during this debate.

One only needs to read the daily news-
papers in this country to find out what
the situation is with respect to the in-
terest and the expenditure and the
money that would be saved by the rather
small tax cuts that would be made.

Every newspaper carries copious ads
on the overstock of televisions, of radios,
of hi-fi eguipment, of tools. Having been
a merchant a good part of my life, I
know that when you are overstocked, you
want to get rid of the merchandise, and
that is precisely what is going to happen.

These people will take their $100, $200,
or $300 and will either pay their bills or
will buy something from thesze over-
stocked merchants. This does not mean
that the merchants are going to turn
around and buy something. They will not,
if they are smart, and I think they are
fairly smart. They are going to stay as
they are, with a reduced inventory. So
nobody will be put back to work.

I think the Senator makes this point
very well, and I compliment him on that,
especially having had a pretty good part
of my life’s experience in what is going
to happen to this money.

Mr. BUMPERS. I thank the distin-
guished Senator from Arizona for his
observation.

Mr. President, there are very encour-
aging signs in the country. Inventories
are down $17 billior since the first of the
year. Savings in the savings and loan
associations and other thrift institutions
are accelerating at an unprecedented
rate. Capital reserves in the Nation's
banks are at the highest level in 7 years.
Yesterday, Chase Manhattan Bank re-
duced its prime rate to 7.5 percent, and
an article in the New York Times this
morning predicted that the rate could
very well reach 7.25 percent to 7 percent
next week.

‘We are offering business people in this
country great incentives with this 10-per-
cent or 12-percent investment tax credit.
Couple that with the depleting inven-
tories of the country and a declining in-
terest rate, and certainly the economy is
going to do some things on its own, de-
spite what we may do to it or for it.

I heard the distinguished chairman of
the Senate Finance Committee the other
evening, in all his eloguence, express
what had to be one of the most frustrat-
ing statements I ever heard, when he was
considering all the amendments that are
being considered to this bill. He cried
out, “What are we doing and why do we
do these things?” I thought it was the
most appropriate question that has been
asked since I have been in the Senate.

It is time for us to be selective. Nobody
has a monopoly, in this Chamber or in
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Congress, on his concern for the people of
this country and for its economy. We do
disagree, indeed, on what we should do
to stimulate the economy. But I am say-
ing that this is probably the poorest of
all ways. I said this on national televi-
sion 2 weeks ago, and my office was
flooded with mail. Of all the mail I re-
ceived, three people criticized my ap-
proach in saying that we should not hand
out this $100 and $200 rebate.

America wants its confidence restored.
It does not want a rebate. If you want to
see the money in the savings and loan
associations start being spent, if you
want to see people—businessmen, in par-
ticular—start borrowing some of the re-
serves in the banks of this country, to
start their plants up again, let Congress
act - responsibly and help restore their
faith in the future of the economy.

In this body, we have come to rely on
deficit spending as a drug. We are all
interested in our respective States, and
we know that there is no such thing as
a free lunch. We all heard Alistair Cooke
make his poignant argument on his se-
ries “America.” There is no such thing
as a free lunch; yet, we continue to act
as though there is.

We are going to have a deficit this
year. Nobody likes it. What we are talk-
ing about is, how big is it going to be?
How is it going to affect the demand for
private capital?

Mr. President, I have sat here all this
week feeling the same frustration that
the chairman of the Committee on Fi-
nance expressed more eloquently than I
ever could.

I went back to a sort of patron saint
of mine, Walter Lippmann, who wrote a
book in 1952 entitled “The Public Philos-
ophy.” There is a chapter in that book
entitled “The Malady of Democratic
States.” While I am reluctant fo read
to the Senate, I should like to read the
lasit two paragraphs of that chapter. He
salid:

With exceptions so rare that they are re-
garded as miracles and freaks of nature, suc-
cessful democratic politicians are insecure
and intimidated men. They advance polit-
ically only as they placate, appease, bribe,
seduce, bamboozle, or otherwise manage to
manipulate the demanding and threatening
elements in their constituencies; the deci-
slve consideration is not whether the proposi-
tion is good but whether it is popular—not
whether it will work well and prove itself but
whether the active talking constituents like
it immediately. Politiclans rationalize this
servitude by saying that in a democracy
public men are the servants of the people.

He concludes by saying:

This devitallzation of the governing power
is the malady of democratic states . ., . the
malady can be fatal.

In my opinion, Walter Lippmann was
a visionary. As we say in Arkansas, ‘“You
do not have to be broke out with bril-
liance” fo see what the future of this
country is going to be unless we bring
the political actions we have been taking
on this bill to a screeching halt.

I am saying that this decision on the
rebate had to be political, not economic.
There are no economic indices fo justify
it. People are not looking for a $100 re-
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bate; they are looking for a responsible
Congress.

For all of the reasons I have just
stated, Mr. President, I strongly urge my
colieagues to support the deletion of this
item, which the American people are not
looking for, and it will make this bill a
lot more palatable to the American
people.

Mr. GARY W. HART, Will the Sena-
for yield for a question?

Mr. BUMPERS. I yield to the distin-
guished Senator from Colorado.

Mr. GARY W. HART. I wonder if the
Senator would propose a substitute pur-
pose for the expenditure of these funds,
or is he merely moving to strike this item
from the tax bill?

Mr. BUMPERS. Mr. President and my
colleagues, I am moving to strike this
provision from the bill in the belief—
and this is based on my conversation
with various chairmen of appropriate
committees—that substantial appropria-
tions will be brought to this body for con-
sideration to stimulate the housing in-
dustry; a $5 billion economic develop-
ment bill was introduced yesterday—or
at least, hearings, perhaps, were held on
it yesterday.

I first considered offering a substitute
for the $8 billion, but I felt this ought to
be taken out simply to get this bill with-
in manageable limits, acceptable limits,
in the sure knowledge that that much
and more will be spent in all of those
areas—public service, housing, and so
on—which I think will have a much
greater and more intensive effect.

Mr. GARY W. HART. Will the Sena-
tor yield for another question?

Mr, BUMPERS. Yes.

Mr. GARY W. HART. Does the Sena-
tor from Arkansas feel that those ex-
penditures would be in enough time to do
some good for the economy, or will the
appropriation process and the expendi-
ture process take so long that they will
not have any impact at all by the time
they are spent?

Mr. BUMPERS. To answer the ques-
tion directly, on the front end, I think
that action will be taken on those meas-
ures in sufficient time. I think, above all,
that with those indications I mentioned
a moment ago about the present state of
the economy, some things are going to
start turning up in the next 30 to 60 days
simply because of the investment tax
eredit, which is a part of this bill, and
the renewed confidence of people that we
might stimulate if we make this a more
reasonable bill.

Mr. BIDEN. Will the Senator yield to
me, as a cosponsor, to respond. to what
I consider a non sequitur in the ques-
tilon the Senator from Colorado is
asking?

Mr. BUMPERS. I am happy to yield to
the distinguished Senator from Dela-
ware.

Mr. BIDEN. Implicit in the question
of the Senator from Colorado as to what
we will substitute for this is the assump-
tion that this might have some merit and
that we are going to substitute something
that has merit for something that also
has merit. The analogy I would make to
the Senator is that it makes no sense
whatever, for example, with a dying pa-
tient, to go out and spend $50 on a supply
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of aspirin that will have absolutely no
effect on his health whatsoever. When,
in fact, I come to the Senator and say,
“No, do not spend the $50 on the aspirin,”
and the Senator says, “Well, if you do
not spend it on the aspirin, what are you
going to spend it on?"—it has nothing
to do with anything. The aspirin is not
any good for the patient. This rebate is
not any good for the patient.

On its face, instead of $8.1 billion, it
is more like $10 billion that we are talk-
ing about under the Mansfield substi-
tute. There is no relevance to spending
that money in terms of helping the
economy. The sole justification for the
tax rebate in the first place was to take
us out of the recession by encouraging
consumers to go out and purchase, which
in turn would put people back to work.
The evidence is, in every poll that has
been taken, from every economist who
has testified before the Committee on the
Budget and the Committee on Banking,
that it will have little or no impact upon
unemployment.

Therefore, it seems to me logical to ask
the next question: If it will have nc¢ im-
pact on unemployment and if the reason
for it was to impact on unemployment,
what is the merit of increasing the deficit
of this Nation to the tune of $10 billion?

Mr. GARY W. HART. Will the Sen-
afor yield?

Mr. BIDEN. I shall yield in just a
moment—as of yesterday, in the Com-
mittee on the Budget, as we looked at
the alternative budgets—and, everybody
in this room, make no mistake about it,
it was estimated that we may have a
budget deficit of as high as $120 billion,
I repeat, $120 billion. If we are talking
about this economy coming back, if we
are talking about increasing investment
and rebounding, I would like anyone
to show me how, when Government is out
in that capital market competing for
$120 billion, or even $80 billion, of debt
financing, we are not going to cause
interest rates to skyrocket. There was a
prediction, as late as yesterday, in the
Wall Street Journal that the interest
rate could go as high as 20 percent if,
in fact, we have a $100-plus billion
deficit.

What effect is that going to have upon
unemployment? What effect is that
going to have upon the recession?

It seems to me that every place we can
eliminate a nonessential expenditure we
should do so—and make no mistake
about it, this is an expenditure. That is
clearly what it is. It is just as if we went
out and spent it on a Space Shuttle or
spent it on a food program or anything
else. Every place we can, we should be
looking to knock out nonessential
expenditures.

Mr. HUMPHREY. Will the Senafor
yield?

Mr. BIDEN. I do not know if I can. I
will if I can.

The PRESIDING OFFICER (M,
MaTtHIAS) . The Senator may yield for a
question.

Mr. BIDEN. I yield to the distinguished
Senator from Minnesota.

Mr. HUMPHREY. Will the Senator
break out this $120 billion deficit? What
are the areas in which this amount is
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ascertained? The administration says its
budget deficit is about $55 billion.

Mr. BIDEN. They have now revised it
to say it is closer to $65 billion. Secre-
tary Simon has pointed out it is going
to be $80 billion, in his opinion, a mini-
mum of $80 billion.

Mr. HUMPHREY. Secretary Simon
likes to scare little children and old
ladies and other people. I think it is
possible that it may be that big. But I
am asking the question, where does the
Senator get the $120 billion? I am ask-
ing it as a point of information.

Mr, BIDEN. I get the $120 billion
from three or four places: First, reve-
nue estimates of this year. They vary
in terms of from, I believe, $269 billion to
a top of $294 or $295 billion. They come
from several sources: First, the Commit-
tee on the Budget staff; second, the joint
Economic Committee came out with a
projection; and I believe, maybe, but I
am not sure, the Committee on Appro-
priations. There are four sources within
this Congress that have estimated reve-
nues. None of those estimates ranges
above $300 billion, and they go as low as
$169 billion,

It was pointed out that in the last 3
years, the administration’s own estimate
of revenue has been off by close to 20
percent. In each instance when they have
been off that far, we may be more realis-
tically looking at a picture where we
have revenues of closer to $159 billion. So
part of the increased estimate is due to a
relook at what revenues are going to be.

Mr. HUMPHREY. Will the Senator
yield there?

Mr. BIDEN. I certainly will.

Mr. HUMPHREY, What does he think
causes the drop in revenues?

Mr. BIDEN, Unemployment in large
part.

Mr, HUMPHREY, How do we remedy
unemployment?

Mr. BIDEN. We have to give it an in-
jection. That is why the Senator is a co-
sponsor with me and I am a cosponsor
with him in a number of pieces of leg-
islation dealing directly with housing,
dealing directly with unemployment
compensation, dealing with railroads,
dealing with a number of other areas
which have a specific, direct effect on
the economy.

We can tie it in and say, “OK, fellows,
look at where our dollar went and what
we have.” That is why the Senator has
been a leader in that area all these years.
But now, we are sort of out-rebating
each other,

Mr. HUMPHREY., I want to talk a lit-
tle economics with the Senator. First
of all, is it not purchasing power which
determines what we call the velocity of
money and turnover on which we gain
revenues?

Mr. BIDEN. In part.

Mr. HUMPHREY. I am an advocate of
the housing program and say there is no
way out of this recession unless housing
is brought out of its depression. I know
it is going to take some time. I believe In
public works, and I know that is going
to take some time. But I know one thing
that does not take time. If one has a
weekly paycheck that is a little larger
each week because we reduce taxes—
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Mr. BIDEN. Let us not confuse re-
bates and reductions.

Mr. HUMPHREY. Let me add that a
rebate, while I read that it is not the
most desirable form, the rebate proposed
here is a maximum of slightly over $200,
which will go to the taxpayers of this
country, compensate most of them in the
lower income brackets for the cost of in-
flation. While it is true that the polls
indicate that much of it will be saved, I
still want to say that savings are part of
the general money supply.

The money supply, what they call M-1
or M-2, is the basis on which the lower
interest rates and on which we have
available credit, and it is credit that is
the name of the game.

Mr. BIDEN. That is correct, but at the
same time, while we talk about the
money supply, how can we have the Gov-
ernment out in that money market com-
peting to borrow up to between $80 bil-
lion and $120 billion without having the
very adverse effect the Senator is most
concerned about, which is in fact the rise
in interest rates, which has a direct ef-
fect upon unemployment?

Several Senators addressed the Chair.

Mr. NUNN. I would like to ask the Sen-
ator from Florida a question on that
point.

Mr. BIDEN. Mr. President, I would
prefer to hear the response of the Sen-
ator from Minnesota first.

Mr. HUMPHREY. We each have an
hour. I will take it out of my time. I do
not want to use the Senator's time here.

My point is that while we do have a
deficit in figures that are appalling, that
is due primarily, may I say, to the drop
in income and revenues due to the re-
cession, the unemployment, and the drop
in production. The old saw that this is
all due to Federal spending is not en-
tirely the case, because we have had un-
believable amounts of impoundments,
even lessening what we say is a rather
high Federal budget.

It is a gamble. But I submit this: If
we are unwilling to take the gamble of
a substantial tax reduction with a com-
pound of investment tax credit, individ-
dual income tax reduction, corporate tax
reduction, and rebate, I will make the
prediction that we will not be able to
finance this deficit, that this country will
grind to a halt, that we will be in a
deep depression, and then we will really
have trouble.

Of every witness we listened to in the
Joint Economic Committee, and we lis-
tened to 32 of them from labor, business,
finance, and every segment of this econ-
omy, the only ones who raised any fear
about the ability of the Government to
finance the deficit and to refinance the
part of the deficit which is due this year
were administration witnesses. Everyone
else said it was possible to refinance it
without increasing interest rates.

The interest rates are coming down.
We know we have to have a balance; we
cannot go hog wild and crazy. The only
way I know to stop the horrendous def-
icit is to get the country to work, and
the longer we delay—the country is in
trouble, and we have been fussing around
here for a month longer than we should
have. We should have had the bill ready
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a month before. We had a President
named Franklin Roosevelt who, in 100
days, did a thousand and one things.

Mr. BIDEN. Mr. President, if I may.
I would like to suggest that the one thou-
sand and one things Franklin Roosevelt
dealt with do not exist today. This is
1975. The cause of the recession is drasti-
cally different than the depression. We
are dealing with totally different thines
than in 1932, 1958, 1962, and 1967.

I agree with 90 percent of what the
Senator has said. It has not been Fed-
eral spending; it has been because of our
asinine policies and the turndown in rev-
enue and loss of purchasing power and
tax base because of increased unemploy-
ment.

I agree with all that. I would like to
focus, though, on one thing: Will, in fact,
the expenditure of $10 billion in regard
to a tax rebate—which is very appealing
to everyone in the gallery and through-
out the country, but they confuse tax re-
bates with permanent tax reform—get us
anywhere near 10 billion bucks worth of
bang, by that expenditure? My only point
to the Senator of Minnesota and my col-
leagues is that it will not do that. It
will have precisely the opposite effect
from that it is intended to have.

Mr. GARY W. HART. Mr. President,
will the Senator yield for a question?

Mr. BIDEN. I yield.

Mr. GARY W. HART. Let me redirect
a question to the principal sponsor here,
the Senator from Arkansas. I am not
trying to get the floor away from the
Senator from Delaware. I believe the re-
marks of the Senator from Arkansas——

Mr. BIDEN. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. BIDEN. Who has the floor?

The PRESIDING OFFICER. The Sen-
ator from Delaware has the floor.

Mr. BIDEN. Can I yleld for a question
from the Senator from Colorado to the
Senator from Arkansas without losing
my right to the floor?

Mr. HUMPHREY. Yes.

Mr. McCLELLAN. Mr. President, a
parliamentary inguiry. Had the junior
Senator from Arkansas released the
floor? Had the Senator from Arkansas
yielded?

The PRESIDING OFFICER. The Sen-
ator from Arkansas will state his parlia-
mentary inquiry.

Mr. BUMPERS. Mr. President, I be-
lieve I yielded to the distinguished Sen-
ator from Delaware. I will be happy to
¥leld back to him immediately after the
genat,or from Colorado poses his ques-

on.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is advised that under
the rules he may only yield for the pur-
pose of having a question asked, to which
he must respond; and when he yields for
any other purpose he loses the floor.

Mr. BUMPERS. I was under the im-
pression that I had done that, but that
may not be true, I thought I had yielded
for a question, but it is immaterial.

Mr. BIDEN. Mr. President, I yield the
floor to the Senator from Arkansas.

‘The PRESIDING OFFICER. The
Chair would like to state that the Sen-
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tor from Delaware entered into an ex-
tensive colloguy, and the time was at that
point charged to him and not to the Sen-
ator from Arkansas, or to such other
Senators as indicated that they were en-
tering into colloquy.

Mr. GARY W. HART. Mr. President, I
think the record will show that the Sen-
ator from Arkansas yielded to me for a
question, which the Senator from Dela-
ware then answered.

Nevertheless, the remarks of the Sen-
ator from Arkansas included the state-
ment, I believe, that other means of
stimulating the economy are far su-
perior to a rebate of the 1974 tax. I think
that is the crucial point here: What are
the other means, and how fast can they
be put on the line? Why would they be
more effective?

Mr. BUMPERS. Mr. President, I ap-
preciate the question. It is a very cogent
one. I would say that at very best, on
the assumption that everyone who re-
ce‘ves a tax rebate will spend it, the
highest possible estimate I have seen
for reduction of unemployment based on
the $8 billion would be fifteen hundredths
of 1 percent, or 150,000 jobs.

That same amount of money dumped
into the housing industry on a direct-
line basis would generate almost 500,000
jobs. If you take the $8 billion and take
the administrative cost out of it, you
could conceivably hire as many as a
million people.

The statement to which my distin-
guished friend from Colorado referred
is that I think this is the very lowest
priority as far as stimulating the econ-
omy is concerned, because there are so
many other programs—housing, public
service jobs, and I think even other
public jobs, such as wasie treatment
facilities—any of those will create sub-
stantially more jobs for the money than
will this rebate.

Mr. NUNN. Mr. President, will the
Senator yield for a brief guestion?

Mr. BUMPERS. Yes.

Mr. NUNN. In reference to the col-
loquy awhile ago between the Senator
from Delaware and the Senator from
Minnesota, reference was made fto the
polls showing that people are not going
to spend this rebate, but rather put it
into savings.

The Senator from Minnesota said this
added to M-1 and increased the savings
accounts, thereby adding to the money
supply.

What the Senator from Georgia does
not understand about the statement of
the Senator from Minnesota—perhaps
the Senator from Arkansas can answer
this—is how is the money supply in-
creased when the Government goes out
and borrows the funds to give the $8
billion tax rebate, and then the people
who get the rebate put it back into sav-
ings accounts? The $8 billion is mnot
coming from the Federal Treasury, it is
coming from Federal borrowing. So if
the people do not expend the money,
where is the increase in the money
supply?

Mr. BUMPERS. I think the distin-
guished Senator from Georgia makes a
valid peint. I think, as I understand the
question, it is a cycle where it goes into
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savings and loan associations and the
Government, because of the deficit, has
to turn around and borrow it from them,
so there is no net gain; is that the point?

Mr. NUNN. That is exactly the point.

I would have to say I do not under-
stand and, perhaps the Senator from
Minnesota can explain, how you increase
the money supply by $8 billion if the
people who get it put it into savings
while, at the same time, the Government
has to borrow it in the first place from
somebody out there in the United States
of America. -

Mr. BUMPERS. If I may comment
further on the question of the Senator
from Georgia, this past week ending
March 12 the money supply in this coun-
try increased at a rate of about $2.9 bil-
lion as opposed to the same week last
vear of a $1.3 billion decrease.

Now, what I am trying to ray is that
with the banks having the largest re-
serves in 7 years that are lendable, with
savings and loan association deposits ac-
celerating at an unprecedented rate
which, incidentally, is a manifestation
of the apprehensions and the fear of
people because they are afraid, they are
saving more, but the money is available
for lending right now, if the banks and
savings and loan associations in this
country were lending money at the tradi-
tional spread used in 1970 and 1971, be-
tween what the money was costing them
and what they were getting for it, the
prime rate would be 6.5 percent right now
rather than 7.5 percent.

The bankers argue in response to that
that they have more high-risk loans on
their books right now, and they say they
cannot afford to reduce their rates.

But the point is interest rates in this
country have been declining. It is a very
healthy thing. The investment tax credit
ought to stimulate the demand for that
money, and what I am trying to say is
that there has to be a point—and I
think the Senator from Minnesota will
agree to this—at which the Federal def-
icit is most certainly going to start ac-
celerating interest rates again.

I have heard many different argu-
ments but, as I say, when I heard of a
figure of $120 billion, I am glad the Sen-
ator from Minnesota did not ask me how
we arrived at that. I heard that an econ-
omist appeared before the Budget Com-
mittee and he said that the deficit this
vear would most definitely be between
$80 billion and $120 billion.

It is my belief that this Government
cannot finance this kind of deficit with-
out interest rates accelerating again,
without the concomitant acceleration
of inflation which most certainly is going
to follow.

But I do not want this body to lose the
principal point that has been so appro-
priately brought out by the Senator from
Colorado that the spending of this money
for this purpose and in this manner is
a very, very foolish and insignificant
way. It is a foolish expenditure, for one
thing, because it does not have the im-
pact and it does not have the stimulus
we think it is going to have or some of
us think it is going to have.

'~ Mr. NUNN., Mr. President, will the
Senator yield for just one brief comment
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in reply to the Senator from Minnesota's
question fo the Senator from Delaware
about the $120 billion figure? That figure
comes out of the Budget Committee
analysis not only of the revenue picture
in what is coming in, but also of the
reports that come from the various au-
thorizing committees of the Senate. So
it is a compiled version of what the au-
thorizing committees of the Senate have
indicated to the Budget Committee they
are going to authorize in expenditure.
After you add all of that up it is a deduc-
tion from the anticipated revenue, and
that does come to, I believe—and I do
not want to make the horror story any
worse than it is—but I believe it is $122
billion. :

I would just like to say that I agree
with the Senator from Arkansas in the
argument he has made, and the Senator
from Delaware. I think this would be a
positive step and would leave a tax cut
needed to stimulate the economy with-
out posing the grave dangers which the
Senator from Arkansas has already so
well delineated.

Mr. BIDEN. Mr. President, will the
Senator yield?

Mr. NUNN. I yield back to the Senator
from Arkansas. I do not have the floor.

Mr. BUMPERS. Mr. President, I yield
to the Senator from Delaware. I would
like to yield the floor to the Senator from
Delaware with the understanding that
our other sponsor, the Senator from
Florida, have an opportunity to speak.

Mr. BIDEN. I think it is important we
look at one, and only one, thing: not
what effect it is going to have on the
deficit, this $8 or $10 billion; not what
the alternative is, not any one of those
things, but we should examine it the
way we examine any other expenditure
here. Is the expenditure going to produce
that for which it is spent? Is it going to
have the effect for which it is designed?

The expressed purpose for this rebate
in economic terms, not political terms,
the expressed purpose of this rebate is
to help us out of a recession by putting
money into the hands of consumers who,
ostensibly, are going to go out and buy
durable goods which are going to be re-
quired to be produced by employees,
which are going to put people to work,
which are going to, in fact, lessen un-
employment, which are going to increase
revenues, and that is the cycle.

If, in fact, the rebate cannot stand on
its own, regardless of deficits or sur-
pluses or alternatives, if that cannot
stand on its own, then it is not worth
expending $8 to $10 billion. It is, quite
frankly, as simple as that.

Every economist who has come before
the Joint Economic Committee, I think,
has appeared either before the Budget
and/or the Banking Committees at one
time or another, and I have heard much
of that same testimony.

Every economist agrees at least on one
thing. They agree that what the con-
sumer spends that money on and what
they do with it affects the relative worth
of the expenditure. -

I would like to read a response that I
had when I said to, I believe it was, Mr.
Greenspan—who is a favorite of the
Senator from Minnesota, I know—I was
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saying that I thought that the consumer
would do just what my mom would do.
My mom is going to get that 100 bucks
and she is going to go out and say, “I'm
going to go down and buy a new televi-
sion? I'm going to buy a new toaster?”

My mother is going to say, “Hey, look,
the electric bill is up 40 percent; food
bills keep rising. I do not have any con-
fidence that inflation is under control.
I had better take my 100 bucks and not
put it in a savings account. I had better
stick that 100 bucks in a cookie jar so
that I can pay for the increased cost of
energy and the increased cost of food.”

I said, “Sir, if, in fact, the money is
spent in that way which, I think, it will
be, and I think others believe it will be,”
and it was admitted here on the floor
that it probably will be, “then what ef-
fect would it have? Is it wise to spend
the 8" and we were then talking
$8.5 billion.

The response of Mr. Greenspan at that
time was;

Of course, it matters, because clearly if it
is spent on food, while it will have some
obvious effect, a very substantial amount of
the production of the supply of food avail-
able is really predetermined in a much longer
time frame and does not critically affect—

I emphasize that—

Does not critically affect in the first stages
at least the level of employment.

We are talking about employment.
How we can stand here on the floor and
just through a wave of a wand spend
$10 billion for something that everyone
or many people are coming to believe
will not have the stated effect for which
it is designed and, at the same time, say
things like:

“Oh, we cannot subsidize - interest
rates for purchases of new homes at 6
percent because it will cost $600 million,”
or:

“We cannot spend money on the pro-
gram designed by the young Congress-
man in the House who said, “Why don't
we put 2 number of dollars into refur-
bishing the rail beds of the Northeast,
which is a specific project which will put
people to work, we cannot do that be-
cause we will spend too much money,”
and, aft the same time, we say those kind
of things, we turn around in this Cham-
ber and say:

“But $8.5 billion will have some effect,
$10 .billion will have some effect, so we
have got to take a chance; we have got
to move forward rapidly and with new
imaginative programs.”

1 submit to you there is nothing imag-
inative about this program. I submit to
vou that it is a scatter gun approach. It
is like the old thing to throw the mud
against the wall and some of it is bound
to stick. Sure, some of it will go back into
the economy.

~ What we all think we are going to be
able to do is go back home and say,
“Thank God I do not have to run again
for 3 years,” and, “thank God, Senator
Bunrers does not have to run for 6,” if
either of us do again, because if you go
home there, you go out and say, “Hey,
folks, I do not want to give you back 200
bucks,” or, “I do not want to give you
back a 100 bucks,” that is a lot dif-
ferent from going up and saying, “You
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know, I am concerned about you. We
took some significant tax proposals. We
did not just treat the big corporations,
we gave you your piece, too. We gave you
vou 50 bucks or your 100 bucks.”

That is what, it seems to me, much of
this comes down to; that, coupled with
a frustration, a frustration here on the
floor. People I have spoken with private-
1y have said, “Joe”"—and maybe they are
just trying to patronize me, but they say,
“Joe, maybe you are right. But what else
can we do, so let us take a chance and
spend $10 billion.”

Well, I will tell you what about taking
a chance in spending $10 billion on this
instead of on worthwhile programs like
the Senator from New York (Mr. JaviTs}
has proposed with regard to unemploy-
ment, and the Senator from Minnesota
has proposed with regard to housing or
like the Congressman from Pennsylvania
has with regard to the rail system. In-
stead of targeting that money, if we are
foolish enough to spend $10 billion on a
rebate, do not think the folks out there
are that dumb, because they are not.
They understand what we are doing.
Walk out and ask your secretaries what
they are going to do with the 100 bucks
or their 50 bucks. Do you think they
are going to do what the administration
sugpgested and some of the sponsors of
the bill suggzested? Well, they may get on
a plane and fly to Bermuda. They may
o and buy a new color television set.

They are not going to do those things.
Besides, it is sort of a gratuitous slap to
them at the same time we do not—well, 1
vield the floor. I have said more than
enough.

Mr, NUNN. Will the Senator yield?

Mr. BIDEN. I yield the floor.

Mr. NUNN. I agree with what the
Senator is saying. I agree with the thrust
of his comments.

Some act as if this $8.2 billion, or the
Senator from New York's program, or the
Senator from Minnesota's program is the
only spending we are considering. The
mood of this Congress now is that we
are going to spend that $8 billion by re-
bate, and the Senator from Minnesota's
money, and then spend the Senator from
New York's money, and then all the other
money.

Mr. BIDEN. The Senator from Dela-
ware was arguing in the alternative here.

It seems to me that we are going to
spend additional moneys, but rather than
to cloud the issue as to whether or not
anyvthing else is worthwhile, or the
deficit can stand it—the Senator from
Georgia and I serve in that same Budget
Committee and we have seen the renais-
sance of a liberal info a fiscal conservative
when I watched those figures come up
on the board.

I am clearly of the opinion now that,
brother, we better darn well be looking
at where it is coming from before de-
ciding where it is all going to go.

But so as not to confuse the issue, I
think the only issue before this bedy is
to judge on its own merits, separate and
apart from everything else, whether or
not this debate will, in fact, produce
that which it was intended for.

Will it, in fact, have any impact upon
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the unemployment? Will it have any im-
pact upon consumer confidence?

I submit that if the conclusion reached
by my colleagues is, No. 1, it will not
have a significant impact or much of
an impact on unemployment, and two,
it will not do much to rekindle the con-
fidence of the consumer, then my col-
leagues have no choice, it seems to me,
but to vote against it and go out and tell
the American people that the rebate is
something that, in fact, got a little out of
hand.

It sort of reminds me of what they
formerly talked about, they would go out
and out-seg one another. Well, now they
are out-rebating one another.

The President, $52 billion deficit. I
thought we Democrats would come along
and have some proposal. How about that?
We came out and came up and decided we
would oui-rebate him because we thought
he was getting some mileage and we
would out-rebate his rebate.

What effect will it have?

I only ask my colleagues to look at
what expenditure of $10 billion is going
to affect, unemployment and/or con-
sumer confidence?

If one is satisfied that it will, please
by all means vote for it. If one is satis-
fied it will not, do not vote for it.

Apply it in some other area. Do not
spend it, do whatever one wants with it,
but do not spend it if it will not have the
designed purpose.

I yield the floor.

Mr. BROCEK. Mr. President——

Mr. STONE. Mr. President——

The PRESIDING OFFICER. The Sen-
ator from Tennessee.

Mr. BROCK. Mr. President, I have
been fascinated and intrigued by the
arguments. I am very supportive of the
statement made by the Senator from
Arkansas and the Senator from Dela-
ware.

The thing that bothers me most about
this debate is the point made by the Sen-
ator from Arkansas with regard to con-
sumer confidence.

Maybe we ought to wonder why there
is a lack of confidence now? Maybe we
ought to start listening to the people and
ask some questions about what is both-
ering them?

I do not think Tennessee is that differ-
ent from Delaware, Arkansas, Ohio,
Pennsylvania, or New York.

I think people are bothered because
they sense the lack of leadership, or de-
ecision or coherence in our policy.

I think they sense an almost desperate
searching for answers here without any
coherence to the answers arrived at.

I think they see Congress grasping for
every straw in the bucket without having
the will or the time, perhaps, to analyze
them to see if they have merit.

We can talk all we want about expen-
ditures versus rebates, but I think the
fundamental question we have to ask
ourselves—is will the Federal Govern-
ment do the job? At what price? We
are talking about a rebate and that is
all—will it be effective?

No single economist that has made pre-
dictions before a committee of this Con-
gress has said that this rebate is going

8051

to create a surge of employment in the
troubled industries where people are out
of work. I do not believe anyone who re-
ceives a $100 rebate will make a pur-
chase—as the Senator from Delaware
said—of a color television set, or an auto-
mobile, or a home.

The Senator from Minnesota says that
we have got to get this thing in balance.
‘We do have to do that., We are all in
agreement there. The question is, who
knows when the string will snap?

I do not know, I really and truly do
not, but I do know the string has a break-
ing point and I honestly and truly and
deeply feel that at the moment we are
rushing pell-mell for that breaking point.

We can now debate, the choice between
the expenditures and rebates, but some-
where in this Congress we have got to
decide where we draw the line, where do
we stop, $10 billion here, $5 billion there,
£6 billion for public service employment,
another $8 billion or $10 billion for hous-
ing?

There is not a Member that does not
want to help these people and restore
vitality to these industries and the econ-
omy as a whole. But where do we get the
money? Where does it come from? And
we are going to have an $80 billion def-
icit. If we want to rebate $10 million
more, where do we get the money?

There are two places to get it—
through the Federal Reserve System
and through Federal Government bor-
rowing authority. I will say to the Sena-
tor from Georgia, that we have an alter-
native to the Federal Government bor-
rowing money. We do not really have
to borrow. There is a mechanism within
this Government where we do not borrow
in the true terms. We go to the Federal
Reserve and sell them Federal deben-
tures. If this is done it creates money.
Ehe creation of money increases infla-

on.

If we do not want to do that, or if the
Federal Reserve does not want to buy
the paper, we have to go to the market-
place. If we had gone to the market yes-
terday in New York City with 8.25 per-
cent 15-year Federal bond, the result
would have been disaster, catastrophe
chaos. This has happened. When the
Federal Reserve came in with a 15-year
8.26 percent issue, the whole market
went to smithereens. The bond market
went crazy.

Issues selling at a hundred ended up
at the end of the day at 93. Why? Be-
cause nobody can compete with the Fed-
eral Government if it wants to borrow
money.

When we want it, we go to the head
of the line. There is no question about
that. Nobody can compete with us,

What happens when we borrow $10
billion from the marketplace?

Mr. GARY W. HART. Will the Sena-
tor yield for a question?

Mr. BROCK. Surely.

Mr. GARY W. HART. Can the Senator
tell us what the administration’s pro-
posed size of the proposed rebate was?

Mr. BROCK. The administration’s re-
bate was about $12 million.

Mr. GARY W. HART. I thank the
Senafor.




8052

Mr. BROCE. Senator, I am not de-
fending the administration’s position on
this particular question.

I am not arguing their case. I am
trying to present the case of my constit-
uents as best I can.

Gentlemen, we have to look at this
thing honestly. There is a limit to the
productive capacity of the American
people. The money has to come from
somewhere, sometime.

Where? If the Federal Government
borrows billions of dollars in order fo
give a rebate, people have fo buy these
issues. They take their money out of the
banks and savings and loan associa-
tions. There is much less for the pur-
chase of & home. There is much less for
the purchase of a refrigerator for the
family.

Where is the breaking point? I do not
know, I really truly do not know.

It Is somewhere less than the antici-
pated deficit that we are talking about.
That is why the Senators from Florida
and Delaware got my atienion on this
point. I think they are making one fine,
sincere effort. which should be terrifying
to a lot of people in this country. I just
do not understand how we cannot ask
ourselves the guestion: Where are our
priorifies? Where does the money come
from? At what cost?

Do you know what inflation cost the
American people last year, the average
family $100 a month, every month all
year long; $100 a month in purchasing
power was lost by the average family in
this country. Are you going to do them a
favor by giving them a one-time $100
rebate that continues the same level of
inflation? Who is kidding who? Who is
being had?

The family is sweating like the dickens
just to make it, just to stay even. Will
you give & man who is unempolyed a
rebate instead of a job? Come on, what
have you done for him? Who is kidding
who?

The Government did not create this
economy. It does not make it go. It does
not give us the fuel. The efforts of the
American people are what sustain this
free society—their work, their sweat,
their labor, their concern, their car, and
their intellect. The mental, physical, and
spiritual muscles of human beings rre
out there trying to make it. What hap-
pens to them? What happens to tke
small business when we preempt by defi-
cit debt and Federal borrowing all the
funds in the marketplace? That is what
deficit means. All the funds will be pre-
empted by this Government. What hap-
pens to the small businessman who
wants to buy a few more items to stock
his shelves? I he cannot borrow the
money to place those items on his
shelves, what happens to him? How will
the economy run? How will it respond?
How will it come out of a recession when
20 out of 21 jobs are private enterprise
jobs—most of those are in small busi-
ness—and there is no ability for them
to acquire the working capital; or the
Joans to produce more goods, to hire
maore people, to create more sales, and
to get the country back on the track
again.
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Yes, we have to have a balance. This
amendment is the first step in trying
to achieve that balance. I could not agree
with it more. I am grateful for the effort
of the authors of this amendment and
their initiative, and I am going to sup-
port them.

Mr. FANNIN. Will the Senator yield
for a comment? I feel it is tremendously
important.

Mr. BROCK, The Senator from Flor-
ida had yielded.

The PRESIDING OFFICER. The Sen-
ator may only yleld for the purpose of
an inguiry to which he expects to re-
spond. If he yields for any other pur-
pose, he loses his right to the floor.

Mr. FANNIN. I would like to ask a
question. The Senator asked where was
the breaking peoint. I would like to ask
where is the breaking point as far as
the dollar is concerned? I am sure that
the Senator is very much aware of what
is happening as far as the dollar is con-
cerned internationally. We have coun-
tries like Saudi Arabia and Euwait who
have decided that the dollar is not of
sufficient value in exchange for their oil.
I think the Senator realizes they have
asked that they be paid in SDR’s, special
drawing rights. I would ask the Sena-
tor how long does he think we can con-
tinue on in this position where the coun-
fries of the world supplying us with
products no longer are willing to take the
dollars as a valuable currency that they
will be able to bank and depend upon in
the future.

Mr. BROCK. In answer to the Sena-
tor's question, I feel that when you
assess our energy crisis, inflation and re-
cession, the result is the devaluation of
the dollar. This means simply that we
have to pay more dollars for the essen-
tial necessities of life in this country, in-
cluding oil, bauxite, and other absolutely
crucial materials. The people have to
pay more. This devalues current dollars
so you have to print more dollars; in
turn that means you have to pay more
dollars which again means more infla-
tion. It is a self-feeding proeess. A “catch
22" situation. There is no stopping until
we exercise the political courage and will
to tell the American people, “We are not
doing you any favors with a rebate that
does not strengthen this economy.”

Mr. FANNIN. The Senators from Ten-
nessee, Arkansas, and others have
brought out the importance of having
capital available here in this country.
The Senator from Tennessee has re-
ferred to that in his recent comments. I
know he is aware of the great problem
we have as far as retained eamnings are
concerned and the necessity for the busi-
ness sector of our economy to borrow
money for expansion purposes. I think
the Senator will remember some of the
figures cited by Secretary Simon. Re-
tained earnings in 1965 amounted to $20
billion. Eight years later, in 1973, that
figure was down to $6 billion. A short
time ago, Mr. Simon has revealed that
retained earnings for 1974 were minus
$15.6 billion. I ask the distinguished Sen-
ator from Tennessee that if this down-
ward trend continues, what can the busi-
ness sector expect in the way of invest-
ment capital—especially in the energy
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area. What ean these people do for
capital?

Mr. BROCK. If the Congress of the
United States does not accept its respon-
sibility and does not understand the
workings of the marketplace, if the Con-
gress continues to borrow the people’s
money without their consent and take it
from the marketplace—and I do not
concern myself just with large busi-
nesses, a lot of small businesses and
individuals are in great trouble now for
the same reason—again if the Congress
refuses to accept its responsibility, then
we will soon see the end of our system.

Mr. FANNIN. The Senator and I will
expand on these remarks later because
I think it is important. I thank the Sen-
ator for his comments.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. STONE. Mr. President, when we
were at an impasse yesterday, the dis-
tinguished majority leader, to break the
impasse, offered a committee substitute
which was forthwith reported to this
Chamber. In doing it, he warned this
Senate that the size of the bill was then
so large that he planned to vote no. The
majority leader planned to vote no. The
size of the hill then was $29 billion. After
backing and filling, the size of the bill
now is over $30 billion.

A moment ago my distinguished senior
colleague from Florida offered an at-
tempt to take $10 billion off the size of
this price tag. The junior Senator from
Florida supported that. I believe that
most of the Senators in this Chamber
are beginning to concern themselves just
a little bit about just the plain size of the
addition to the deficit which we are go-
ing to contribute in the name of stimu-
lus. This Chamber is the deliberative
part of the Congress. But it was the
House of Representatives that reported a
bill out that was no larger than $20 bil-
lion, and we are $30 billion and elimbing.
To this beginning Senator, that does not
seem like responsibility.

We have heard a lot of talk about the
consumer, but it takes two to tango.
What about the producer? Who produces
jobs as well as produets? It is the pro-
ducer. What does the producer need in
order to produce jobs and products? He
needs investor confidence. If he does not
have it, if he pulls in his horns, if he
chooses not to invest, the jobs are not
produced, the producis are not produced,
and with the absence of the produeis you
do not lower the price. If you have a
steady demand, if you do not increase
the supply, you cannot loewer the price.

We do not have investor confidence in
this country today, for several major
reasons. One major reason is that people
who would invest, as opposed to simply
squandering the money or putting it in
the matiress, believe that this Govern-
ment is not respensible in the trusteeship
of its funds, and they believe that based
on evidence.

What good does it do to put money
into the stream of economic income by
borrowing it out eof thin air and depre-~
ciating the value of the dollaxs that we
hand—supposedly—back to our tax-
payers? It not only does no good; it does
a great deal of harm. The optimism that
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we felt in recent weeks by reason of the
interest rate coming down will evaporate
as quickly as the interest rate stops going
down.

When the OPEC nations state that
*hey no longer wish to measure their
price by the dollar, even though they are
locked infto that dollar, that should tell
us something. They have no choice; yet,
they are seeking a way out of using the
basic unit of currency in the world—the
dollar.

What benefits do we really confer on
someone of limited income if we hand
him a hundred dollars in cheapened cur-
rency and then raise the price at the
grocery store and at the market and at
the hardware store more than the hun-
dred dollars?

The price tag on this bill is too high,
An act of responsibility which would go
further than the dollars in restoring the
confldence of this Nation would be to
adopt this amendment. IT we cannot take
this money off this bill, whether by this
amendment or an amendment similar to
the one of my senior colleague from
Florida which was just tabled, or some
other similar approach to take the dol-
lars out of this deficit that we are about
to add to it, then this Senator will have
to follow the sterling example of the
majority leader and vote “No,” much
as this Senator wants to start the stimu-
lus going as quickly as possible.

It would be an act of deception to
take away more than we provide. I urge
the Senate to adopt this amendment.

Mr. MORGAN and Mr. McCLELLAN
addressed the Chair.

The PRESIDING OFFICER (Mr.
Burpick). The Senator from Arkansas
is recognized.

Mr. McCLELLAN. Mr.
will try to be rather brief.

It has been my expectation, my hope,
that I could support a tax relief bill
within reason and within the framework
of trying to provide a proper and a
limited stimulant to the economy.

A little earlier, I supported the Chiles
amendment substitute, hoping that we
could reduce this total amount to what
that substitute provided, which would
be some $10 billion less than the $30
billion in the present bill,

I would have trouble even voting for
a bill with a price tag of $20 billion. It
seems to me that even that is excessive.
But, in my judgment, there is no gues-
tion about a $30 billion bill being ex-
cessive and unwise at this time.

I compliment my colleague from Ar-
kansas and commend him highly for
having presented his amendment. I think
it takes a great deal of courage, under
the conditions that prevail today, not
only for him but also for any of us, to
stand on the floor of the Senate—
especially those who hope to run for re-
election some day—and say that we do
not feel that under conditions that pre-
vail today, a rebate of $10 billion, out
of taxes already collected and already
spent—that we will have to borrow the
money to finance—is a proper remedy
for the conditions that prevail today.

I associate myself with my colleague
and the distinguished Senators from

President, I
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Delaware, Tennessee, and Georgia and
others who have already spoken in sup-
port of this amendment.

Mr. President, what we are all trying
to do is to give a stimulant to the econ-
omy. It is needed. A proper stimulant
can be beneficial, can be helpful. But
this bill, with a $30 billion loss in rev-
enue, provides an overdose of stimulant
which, when its temporary effects sub-
side, will produce an adverse reaction.
It is calculated to rekindle economic
health, but I am confident that it will
accelerate and fan—the flames of in-
flation again. Thus, in undertaking to
give relief of $100 or $200 to the low-
income people, if this stimulates infla-
tion again, it will immediately wipe out
any benefits they receive. An overdose of
a stimulant can be helpful. An excessive
dose can prove harmful to the patient,
even fatal; whereas, a proper dosage or a
proper limit can be beneficial.

Mr. President, when the force and
effect of this temporary and excessive
stimulant shall have receded, then the
patient will be in a more serious condi-
tion, by reason of having become further
addicted to heavy deficit spending.
Deficit spending is now so greatly in ex-
cess of revenues that it is becoming in-
tolerable and unsustainable.

Mr. President, this bill is not all we
need to consider. I think we should take
into account what else is happening on
the expenditure front. Let me point out
what we have already done, what is al-
ready in the bill, together with this bill,
to try to deal with this recession.

We have already enacted Public Law
93-624, urgent supplemental, which pro-
vides for $2,750,000,000 for extending
Federal employment benefits; $1 billion
for public service jobs; $249 million for
grants to States for unemployment in-
surance and employment services. That
totals $4 billion.

We have already agreed to Senate
Resolution 61, which mandates release
of $264 million for the HUD home own-
ership assistance program.

These funds are intended to stimulate
housing construction when released.

The House has passed, Mr. President,
House Resolutions 241-246. These reso-
Iutions overturn deferrals of over $80
million for the Corps of Engineers-
Bureau of Reclamation construction
program. All of this money, Mr. Presi-
dent, is going to the economy and would
not have gone into it except for action
by Congress.

H.R. 4481, the Emergency Employ-
ment Appropriations Act, has been
passed by the House. This bill provides
for $5.9 billion of money to be expended
to help alleviate the current recession
conditions. This bill has not yet been
marked up by the Senate. We have held
hearings on it. But I have no doubt that
this bill will be passed—maybe not for
the full amount, but for a substantial
part thereof,

Then, Mr. President, the House
Democratic leadership announced this
week that they propose to initiate a $5
billion bill known as the emergency local
public works bill, fo continue the fight
against recession.

‘The House is also moving forward, Mr.

8053

President, on several new housing sub-
sidy programs for the same reason.

The Senate is in the final stages now
of consideration of the bill before us
and it provides for up to $29 billion, at
least, Mr. President, in loss of revenues.
In addition to the broad tax relief of-
fered by this bill, it also provides selected
antirecession provisions, such as tax
subsidies to homebuilders, special aid to
several large corporations, and relief to
social security recipients.

Senate Resolution 69 will be =onsid-
ered by the Senate Committee on Appro-
priations soon after the Easter recess.
This resolution, which has already been
reported favorably to the Committee on
Appropriations by the Committees on
the Budget and Public Works, would
mandate release of over $9 billion of im-
pounded highway funds. This is in ad-
dition to $2 billion that have already
been released last month.

Mr. President, the combined impact of
all of these millions totals, together with
the bill pending before us, over £53 bil-
lion in revenue loss and increased budget
authority. To identify these amounts
more specifically, $4 billion in budget au-
thority has already been enacted: $5.9
billion is now pending over here in the
emergency employment bill; $5 billion is
proposed over in the House for further
local job programs. The $9 billion for
highways to which I have just referred,
Mr. President, together with this tax bill
that is now before us, provides for ahout
$53 billion in revenue loss and increased
budget authority.

Mr, President, that is not all. Three
vears ago, when I became chairman of
the Committee on Appropriations, in an
effort to try to get some control over
expenditures, in an effort to find a way
to make reductions in the budget and
hold down the cost of Government, we
initiated a procedure of submitting to
each subcommittee of the Committee on
Appropriations that part of the budget
over which those committees have juris=
diction and asking them to submit to us
a celling of a target that they would
undertake to meet in an effort to reduce
expenditures. I may say, Mi. President,
that that has worked somewhat favor-
ably, but not with the full results that
we had hoped for. But we have, during
those 3 years, reduced expenditures
under the President’s budget by over $15
billion in regular appropriations acts.
We have been able to do that partially
because of this procedure that we have
adopted.

I may say in passing, Mr. President,
that out of the total amount exceeding
$15 billion, over $13 billion of this amount
came out of the Subcommittee on De-
fense, the subcomittee over which I pre-
side. We have been able to make nu-
merous cuts over 3 years with the purpose
of trying to hold down expenditures.

Now, Mr. President, this year, recently,
when we divided up the budget request
and submitted each part of it to the rele-
vant subcommittees, they have conie in
with their ceiling targets and, M.
President, I am not criticizing them, but
they propose, after these reports are
evaluated and the totals added, ceilings
that total $6.668 billion in outlays over
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and above the President’s budget. And
that does not include the significant
impacts of two bills that I have referred
to, the Emergency Employment Appro-
priations Act and the local public werks
bill, that is now proposed ever in the
House. These bills are not fully ae-
counted for in the $6.668 billion increase,

Mr. President, I say that this $6,668,~
000,000 is the amount thet the subcom-
mittes propose as a ceiling even after
we take info account the outlay impact
of the $5 billion in budget authority that
we said we would try to cut again from
the military. I simply am pointing out,
Mr. President, what we are doing and
what is happening, not only to our econ-
omy, but what we are trying to do to re-
vive it. I am also pointing out what is
happening to the fiscal stability of our
Government.,

Mr. President, the impaet of this is
going to be, we have heard some argue
here just a minute ago, & deficit ap-
proaching $8C billion to $120 billion. I do
not know whether it will ever reach $120
billion. But if we take $80 billion as a
minimum, Mr. President, that is $80 bil-
lion more that the Treasury must go out
and barrow in addition to what it has to
borrow eentinuously to finance the pres-
ent national debt that we have.

Another $80 billion will earry with it
some $5 billion plus of additional interest
each year for this Government. It is just

and pyramiding.

Mr. President, if we think that by giv-
ing a $10 billion tax rebate in the face of
all of this and we add that to the deficit,
if we think we are helping the people
who are going to be the recipients of it
or that we are revitalizing the economy
of this country by doing it, I say to the
Senators that In my judgment, we are
sadly mistaken. We are simply adding
more fuel to the flames and bringing
about again a restoration or an accelera-
tion of inflation that will consume—more
than consume—every benefit that the
recipients of these rebates will derive

them.

Mr. President, I hope that we ean re-

every dime that we give the reeipients
here as a rebate benefit.

I hope, Mr. President, that my distin-
guished colleague’'s amendment will be
adopted. If it is adopted, then I think I
can give further econsideration as to
whether I shall support this measure on
final passage. But, Mr. President, if the
existing title is retained in the bill, and
we keep a bilt hefore us with & loss to
the Treasury of $30 billion, I cannot in
good conscience, Mr. President, support
it as being of benefit to the people it is
supposed to help, or as in the best inter-
ests of my country, and I shall be com~
pelled fo vote against it.

Mr. NUNN. Mr, President, will the
Senator yleld?
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Mr. MeCLELLAN. I yield to the dis-
tinguished Senator from Georgia.

Mr. NUNN. I commend the Senator
from Arkansas for what I think is an
excellent statement, and for lecking at
the big picture and disregarding what
all of us know is the popular eourse at
this point in history.

I also commend the Senator for his
continued diligence in trying to prevent
the very erosion of the dollar that is now
taking place. I know of his past actions,
and I have watched him closely.

I would just like to ask the Senator if
he agrees that those who are going to pat
themselves on the back if we pass a $30
billion tax reduction bill, and go back
home and tell the hard-working, ordi-
nary income American what they have
done for him, if in the judgment of the
Senator from Arkansas they had better
do it in the first 6 months after passage,
because, in the judgment of the Senator
from Georgia, after that first 6 months
there will be more money coming out
of the average American’s pocket by
reason of what we are doing than will
be going into his pocket by reason of the
tax rebate.

Mr., McCLELLAN. I agree with the
Senator completely. Moreover, the dollars
in his pocket will purchase a whole lot
less.

I commend the Senator from Delaware
on fthe excellent statement he has just
made.

Mr. President, I ask unanimous consent
to have printed in the Recorp at this
point a compilation by members of the
staff of the Apprepriations Committee
relative to the cost of each of the vari-
ous proposals contained in this measure.

There being no objection, the compila-
tion was ordered to be printed in the
Recorp, as follows:

The following are the provisions of the
House bill which have been modified by vari-
ous amendments and the Mansfield sub-
stitute.

(1) Rebates of 129 with a maximum of
$240 on Individual Income taxes—Cost to
Treasury—Approximately $10 billon.

(2} An optional tax credit of £200 In leu
of the present $750 personal ezemption—
Cost to the Treasury—#$6.1 billlon, approxi-
mately.

{3) Reduection In Tax Rate for 1975 and
1976. This temporary reduction ls in the
amount of 1% for the first four tax brack-
ets.—Cost to the Treasury—$2 billiod.

(4) Earned Income Credit—For married
workers with famflies with Incomes of 84,000
or less, & credit against tax In the amount of
no more than $400.—Cost to Treasury—§1.7
billon.

{5) Tax credit for home purchase—For
individuals purchasing & new residence a
credit against tax in the amount of 5% of
the purchase of the house, not to exceed
$2,000—Cost to Treasury—=$1 billlon.

(6) Increase in Investment Credit—The
investment tax eredit would be set at 109%
for all business taxpayers (with a 7% rate
for utilities). There would be an optional
12% for tax 0 electing through
December 31, 1975. Those so electing would
be required to place a portion ef the benefits
obtfained under the 129 plan in an employ
stock owmership plan.—Cost to Treasury—
&4 4 bfiltton, i

(7) Imerease In Corporate Surtax -
emption and Change in Basic Tax Rate—
The first $50,000 of taxable corporate income
would be taxed at 18% (as opposed to eur-
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rent rate of 24% on the first $25,000), Other
rates would remain the same.—Cost to the
Treasury—#1.9 billion.

(8) Increase in Earnings Permitted fo he
accumulated by Corporation Without Penalty
is increased to $£150,000 fromy the present
#100,000.—Cost. to the Treasury—negligible.

(9) The Tax Credit Available to Employers
who hire Federal Welfare recipients is ex-
tended to non-business employees.—Cost to
the Treasury—negligible,

(10) Repeal of Excise Tax on Certain
Motor Vehictes—this would eliminate the
107% excise tax on trucks, buses, and Trailers.
It is currently scheduled to drop te 5% In
1877.—Cost to the Treasury—$700 milliom.

(11) Special Payments to Social Security
reciplents of #1100, to be appropriated from
general funds—Cost to the Treasury— #§3
billion.

AMENDMENTS THAT HAVE BEEN ADOPTED

(1y Hollings-Eennedy as Modifiled by
Bartlett Elimination ef oil depletion allow-
ance for producers of over 2,000 b/d or
12,000 m/cf of natural gas; modification of
foreign tax credit and tax deferral of foreign
profits. Revenue gain by best estimates of
approximatliey 3.5 billion dollars,

(2) Humphrey Amendment—to extend the
deferrment period for reinvestment in resi-
dences to 18 months from the current
12 months.

(3) Hart Amendment—Ilimiting the effect
of the Comunittee’s loss earryback provision.
Chrysler Corporation is the principal benefi-
clary of this provision. Cost 8500 million.

(4) Tunney Amendment—ireating child
care expensss as a deduction on an optional
850 per month tax credit If the care is re-
quired for gainful employment. Cost: $110
millton,

(5) Domenici-Humphrey Amendment
creating tax mecentives for inmstalling home
energy conservation materials. Cost: Approx-
imately §750 million.

(6) Percy Amemdment requiring the dve-
ing of certain fuel oiis.

(7) Javits Amendment extending unem-
ployment conservation for those eligible un-
der the 1974 Emergency Unemployment Act
for an additional 3 months. Cost: $200 mil-
Hon.

As the bill presently stands, there is ap-
proximately $32.38 bilHon in revenue loss.
This is offset by $3.5 billion gained as a result
of the varlous oil depletion amendments,
Should Senator Bumpers amendment pass,
]this would eliminate $10 billlon In revenue
088,

Mr. McCLELLAN. Mr, President, I
yield the floor.

Mr. STENNIS, Mr. President, I com-
mend the junior Senator from Arkansas
on this excellenf amendment, and I ask
the Chalir to call me in 5 minutes.

Mr. President, I believe that the com-
monsense of the people of this country
has fully realized that this is no time to
be paying rebates, even though some of it
would come to them, out of a Treasury
that already has an estimated deficit for
this year of more than $34 billion.

Mr. President, I do not believe it is
necessary for so many people to be com-
ing in and going across here. I just want
to take a few minutes to make a point
that I do not believe has been made.

I beleve the commonsense of the peo-
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to pay this money back, or their children
will, with compound interest.

That is exactly what I believe will hap-
pen. I do not believe we are going to get
anything for this $8 billion. There is no
evidence that says we are, except the
very slightest kind of employment—far
less than one-half of 1 percent help, as
I have understood, on employment.

Mr. President, there are alternatives.
We set priorities all the time for what we
are going to do with Federal dollars.
Then just the last 2 weeks, for example,
we have been taking proof on the public
works projects of the U.S. Engineers and
the Bureau of Reclamation. We have
found there are ongoing projects now,
with contracts already let and the work-
men on the job, that could be stepped
up. Those that are already ongoing run
anywhere from $400 million to $500 mil-
lion. That could be done within 2 weeks
to 3 weeks.

Then there are many other on-the-
shelf projects that are ready to advertise
and to get into motion and employ more
and more people. We are compiling the
statistics on this now, to show how many
more years there will be for this new em-
ployment. So we set priorities. We make
comparisons all the time; and we are
getting down now, to some commonsense
here.

The country is in bad shape. We have
got to meet this matter of employing the
unemployed, but there is only one way
to do it, if we are going to be practical,
which is to employ people.

I have sensed from the beginning that
this matter of a rebate was just to even
up the score and make everyone satis-
fied, like the appropriation bills that
come in sometimes—there is something
in it for everybody. I believe that is the
nature of this bill, and I believe we would
have a far more effective bill, a cleaner
bill and a more honest bill, if I may use
that word, if we took this part out of it
with a clean cut, hold future hearings,
and I further believe, Mr. President—
may we have order?

The PRESIDING OFFICER. The Sen-
ate will be in order.

Mr. STENNIS. I believe if the full
membership of this body had heard the
splendid arguments made here on the
merits by our new Members in this body,
who have been long and patiently study-
ing this matfer and have reached this
conclusion, they would agree that here is
something that is not going to do the
good intended, it will not work as a prac-
tical matters, and it ought to be taken out
and something else done.

So again I commend these gentlemen
for the work they have done. We will
have these figures in here, the senior
Senator from Arkansas says, in these
appropriation bills, maybe the first of
next week, if we stay over. Certainly the
proof is already in—tangible, definite,
and certain, and it means employment.,

Mr. President, I yield the floor.

Mr. MORGAN. Mr. President, my dis-
tinguished colleagues who are sponsoring
this bill and my distinguished colleagues
who have already spoken in support of
the amendment, have ably and well pre-
sented the arguments in support of the
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measure, and I will not undertake at this
time to repeat them, except to say to my
colleagues and for the record that I con-
cur wholeheartedly in almost all that has
been said in argument in support of this
amendment.

I was particularly impressed, as the
President was, when the distinguished
majority leader said on the floor of the
Senate a couple of days ago that he could
not support this bill or the bill pending
before the Senate that carried such a
large tax reduction.

Neither can I, Mr. President. I do not
understand all that the economists say.
But I make no apology for it, because I
find that they do not agree among them-
selves; and I do not know whether deficit
spending has any direct relationship to
the high cost of money in the private
sector or economy or not, but I believe
that it does, and I believe that the Amer-
ican people think that it does.

For that reason, if the Senate should
pass a tax reduction bill carrying a re-
duction of more than $31 billion, I be-
lieve that it would so shake the confi-
dence of the American people that the
bank reserves, which my distinguished
colleague from Arkansas says are higher
than they have been in 7 years, will grow
even higher, because the people will lack
confidence in our system and they will
not be willing to invest in the system.

During the last 12 months I traveled
more than a quarter of a million miles
back and forth across North Carolina
talking with people from every walk of
life, and I can say to my colleagues that
they believe that deficit spending and
borrowing, continually borrowing, by the
Government of money to make ends
meet has a substantial effect on the
interest rate.

Maybe I do not understand the com-
plexity of the system, and that may be
a virtue, Mr. President, for I am a di-
rector or I was a director of a relatively
small rural savings and loan that has
only about $20 million savings. But up
until the middle of last year we were
continually making loans for new homes
in my general area.

But, as the Government continued to
borrow money, and the interest rates
began to grow, our savers began fo draw
their money out of our savings and loan
and to such an extent that we had no
money to make loans for new housing
starts in our general area. Even the
stockbrokers were calling our savers and
saying to them that they were putting
together large blocks of money to invest
at much, much higher rates of interest.

Whether or not a $50 billion deficit or
a $80 billion deficit or a $120 billion
deficit will cause Interest rates to rise or
not is immaterial. The fact is that the
people think that such a deficit would
cause them to rise, and if they think
that, it is going to have that effect.

So I wholeheartedly support this
amendment. I hope we can act, and we
can pass it and assure the American peo-
ple that this body is acting responsibly.

I have heard a number of my col-
leagues who have voted for varlous
amendments which would cost the
Treasury billions of dollars say:
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Well, the conference commlittee will take
this out.

This bill will be reconciled In the confer=-
ence committee.

I have no doubt but what the confer-
ence committee will substantially reduce
the amount involved in the Senate bill
if it is now passed. But the fact is that
the American people will feel that the
Senate has not acted responsibly fiscally.

For that reason, Mr. President, I am
going to vote for this amendment. I
have said to my people on statewide
television in North Carolina that I did
not favor rebates and, in all likelihood,
I would vote against the tax reduction
because I feel that the economy can be
best stimulated by stimulating housing
or promoting new housing starts, and
in many other ways.

To that end, I have introduced a bill
that would provide $20 billion for new
housing starts at 6 percent interest. I
realize that the likelihood of that bill
passing is not that great, but it is a seed,
it is an idea, and I believe that if the
Senate would move as hastily toward cre-
ating new housing starts as we are now
moving in this bill, that we can best
stimulate the economy.

Mr. HUMPHREY. Mr. President, I
shall not take much time of the Senate. I
want to commend those who have par-
ticipated in this debate. It seems to me
that this is perhaps one of the most
thoughtful and provocative discussions
we have had on economiec policy.

The debate also reveals the under-
standable differences that responsible
Members of the Senate have on economic
policy.

There are no absolute remedies and
cures for our national ills. I do not think
anyone really can say positively that
the program that he may embrace is the
one that will produce the desired re-
sults. We are all groping for answers,
and we are attempting to bear upon
the problems of infilation and recession
what knowledge we have and what un-
derstanding we have of the economic
situation.

I would like to put the proper focus
upon my concern in this debate. My
concern is the deficit. But the deficit that
I am most concerned about is the deficit
that is taking place throughout the Na-
tion in jobs, in income, in production:
a deficit, If you please, that you see re-
flected in the unused plant capacity, and
it is that deficit that has precipitated
and produced this huge Federal budget
deficit.

Mr. RIBICOFF. Mr. President, I won-
ger if the Senator will yield for a ques-

on.

Mr. HUMPHREY. Yes.

Mr, RIBICOFF. First, may I say that
I have the greatest respect for my col-
league from Minnesota, and I do not re-
call anyone who, in such a short time,
in taking over the chairmanship of the
Joint Economic Committee, has done so
much constructive work.

There are many questions in the minds
of the people of the country and, I think
Members of the Senate, concerning the
failure of economic predictions during
the past few years which cause a great
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deal of uncertainty, and there is great
concern at the same time of how do
we continue on this deficit and still have
such a large tax cut.

I wonder if the distinguished chair-
man of the Joint Economic Committee
would give us his point of view of why
we need a substantial tax cut at this
time,

Mr., HUMPHREY. I shall attempt to
do that, if the Senator will bear with
me, That is what I wish to address my
remarks to.

I said that I was essentially concerned
about the deficit that I see in the Nation.
Let me just pinpoint the meaning of
that.

First of all, the deficit in jobs, not
only 7.5 million jobs

The PRESIDING OFFICER. The
Senate will be in order.

Mr. RIBICOFF. Mr. President, may
we have order because I think what the
distinguished chairman of the Joint
Economic Committee is going to tell us
is of great importance. There is so much
confusion as to the nature——

The PRESIDING OFFICER. I will ask
the Senators to take their seats, please,
If the Senators wish to converse, please
retire to the cloakrooms.

The Senator from Minnesota may con-
tinue.

Mr, RIBICOFF. There is such confu-
sion regarding the problem of deficits,
lack of jobs, underproduction, their re-
lationship with one another, that I do
not believe we can address ourselves to
these problems unless we understand the
correlation of all of them.

It is my personal opinion that there
is no one in this body who is more quali-
fied to address himself to the inter-
relationship of these economic problems
than the distinguished Senator from
Minnesota, and that is why I believe
what he has to say is of the utmost
importance.

Mr. HUMPHREY. I am very grateful
to the Senator from Connecticut.

Mr. President, let me say I can only do
the best that my limited information per-
mits me, provides me, but I would like to
just discuss for a short period of time the
situation as I see it, and what we might
do about it, and what kind of treatment
we might lend to our difficulties.

I said I was deeply concerned, in fact
most concerned, about the deficit that I
saw in our Nation. This is not to in any
way downgrade or to have a lack of con-
cern about the deficit that I see in the
Federal budget. But the deficit that I see
is 7.5 million people unemployed, total-
1y unemployed, with no income, unable
to pay their taxes, unable to meet their
bills; on top of that, 3.8 million who want
full-time work, who are working less
than halftime or about halftime; and
to add to that, if you will, another half-
million who have dropped out of the em-
ployment market because they have be-
come discouraged looking for work.

This adds up, accorimg to the most
reliable estimates, to about 10.9 percent,
almost 11 percent unemployment.

Added to this is a drop in our gross na-
tional product of substantial proportions,
a drop in productivity per worker, per
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man-hour, due to the fact that the plant
capacity of this country is not being used.

We are now about 25 percent below our
capacity in the utilization of plant and
equipment, and everyone knows when
those conditions prevail that the cost of
articles produced in those plants goes up.
In other words, recession has fed infla-
tion.

There are other matters of deficit I am
concerned about. For example, it is esti-
mated by the President’s Office of Man-
agement and Budget that for the years
1974, 1975, and 1976 the loss of income
due to unemployment over and beyond 4
percent will be approximately $600
billion.

That is $600 billion of goods and serv-
ices not produced that ought to be pro-
duced without straining our plant ca-
pacity, without having an inflationary
impact due to excessive demand, or heavy
or unusual pressures upon the employ-
ment market.

Mr. RIBICOFF. Will the Senator yield
at that point?

Mr. HUMPHREY. Yes.

Mr. RIBICOFF, Is it not tirue, if we
had the production which this Nation
has a capacity to achieve, instead of run-
ning governmental Federal budget defi-
cits, we would be running Federal budget
surpluses?

Mr, HUMPHREY. The Senator is ab-
solutely right. It is a fact if we were
operating today at 4 percent unemploy-
ment, we would have a budget surplus of
$12 billion to $15 billion. If we were oper-
ating at about 4.5 fo 5 percent unemploy-
ment, we would have a balanced budget.

But we have 8.2 percent unemploy-
ment, plus a good deal of underemploy-
ment and part-time employment. It
should be noted that for every single per-
centage point of unemployment, we lose
about $12 billion in revenues. For every
single point of unemployment, approxi-
mately $12 billion in Federal revenues.

Now, let me explain again what I
consider the horrendous deficit in this
country.

According to the budget estimates
given us by the Office of Budget, between
1974 and 1980 our country will lose $1,-
500,000,000,000 in lost income. That is be-
cause, again, workers are not on the job,
that is because the plant capacity is not
being used, and that is, of course, because
consumers are not able fo purchase,

So I see that the great need is, how do
we decrease, how do we absorb any work-
ers into the work force? How do we gef
our plant capacity back into production,
and how do we, in other words, get peo-
ple to work and to produce?

This is the task that is before this
Chamber and the Congress and the ex-
ecutive branch of the Government,

I do not mean to say that Government
alone can do this. But it is my judgment
that the lack of continuity of policy or,
to put it another way, the mistake in
judgments that have been made over the
past years on economic policy have pre-
cipitated this tragic recession in which
our country finds itself.

Likewise, those policies have aided and
abetted the double-digit inflation which
was the fact of our time this past year.

So we need take a look now at what
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Government policies can do to alleviate
the pain and the suffering, to increase
Jobs and income, to put our workers back
on the job and to utilize our plants and
equipment,

Once that is done, whatever impact it
might have, that immediately starts to
reduce the Federal Government’s deficit,
it immediately starts to generate com-
merce and turn the wheels of industry, it
immediately starts putting people back
on the job so that they can pay their
taxes, that they can meet their bills, and
that they can buy the things that they
use and that they need.

I am not unconcerned about the Gov-
ernment’'s deficit. I do not like either
private deficits or public deficits, but I
think we have to take the choice here
between two rather difficult and unhap-
py alternatives,

The one alternative is to do too litile
and to do it too late as we approach the
dimensions of a Federal budget deficit.

That is, to some people, frightening,
and I can understand how people feel
about that because these figures we are
talking about todey are enough to bog-
gle the mind, so to speak.

But here we have this deficit. What-
ever we wish to eall it, it is large—wheth-
er it is $65 billion which the administra-
tion now admits it will be, or the $75 bil-
lion the Joint Economic Committee said
our program would result in, or whether
it is what we call the off-budget deficit,
which includes the unified budget and
those other items like Export-Import
Bank, the Fannie Mae, the Ginnie Mae,
and a number of these borrowing and
lending programs which, if added into
the budget, become very sizakle items.

The off-budget direct loans, the Export
Import Bank, Rural Electrification Ad-
ministration, Rural Telephone Bank, the
Housing for the Elderly, Federal Deposit
Insurance Corporation, Federal Financ-
ing Bank, U.S. Railway Association, En-
vironmental Financing Authority, these
are the so-called off-budget items and
they run into a very substantial amount.

In fact, for the year, estimated for
fiscal 1975, they were $20 billion. For
fiscal 1976, they run about $14 billion.

So when we add those into whatever
budget deficlt we normally look upon as
budget deficit, the figures become really
very, very big and fo many people
alarming.

But the answer is not to stand here
and feel we have just got to do some-
thing about that deficit and to be liter-
ally transfixed by it and paralyzed by its
meaning, but to do something to get
at it.

Now, the simple fact is that if we cut
that budget, as some people have recom-
mended, we are going to precipitate even
greater recession. No one denies that,

The administration does not; not an
economist. No one comes in and says we
have to slash the budget because to do
so would throw the country into an eco-
nomic tailspin, the consequences of
which we could safely predict.

Therefore, we have to face that budget
deficit. We know it has to be financed
and we have to ask ourselves how we
can bring it under control, how we can
start to reduce it. Interestingly enough,
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and almost paradoxically enough, the
only way that we have been able to de-
sign thus far, insofar as governmental
policy is concerned, is through what we
call fiscal and monetary policy.

Mr. RIBICOFF. Will the Senator yield
at this point?

Mr. HUMPHREY. Yes.

Mr. RIBICOFF. Now, during the
course of the last few months, the Sen-
ator had before him economists and pri-
vate individuals, every walk in life,
Republican, Democrats, liberals, con-
servatives——

Mr. HUMPHREY. Bankers.

Mr. RIBICOFF. Middle-oi-the-road,
bankers, industrialists, labor leaders.

Could the distinguished chairman give
us a résumé of the thinking of this large
group of people from all walks of Ameri-
can economy, what their advice to the
Joint Economic Committee was?

Mr. HUMPHREY. Yes, and might I
add, today we issued our report of the
Joint Economic Committee, and in that
report there were a series of items that
were supported by both majority and
minority.

The basic items were supported by both
sides of the aisle, in the House and
Senate, and a large temporary tax cut,
including a rebate, that was as the result
of our hearings.

Second; a substantial increase—and we
have the figures on it—in public service
employment.

Three, an extension and an increase
in unemployment compensation.

Four, a housing program with reduc-
tion in interest.

Five, an expansion of money supply.

Mr. RIBICOFF. Along that line.

Mr. HUMPHREY. Yes.

Mr. RIBICOFF. The question has been
raised with great seriousness by a group
of Senators that all of us should respect.

I am deeply impressed with the new
Senators that have come to the Senate
this year. I do not believe there has ever
been an infusion of more quality in the
U.S. Senate than represented this year
by the men that have been added to this
body.

I think that the questions they have
should be taken very seriously. They are
close to the people. They have just gone
through an election. They know the
thinking of the people back home. What
has been the consensus concerning the
value of this so-called rebate to get the
economy going? Is it useless? Is it mean-
ingful? What role will the rebate play in
getting our economy going again?

Mr. HUMPHREY. I think I can say
that, as a result of the witnesses we have
listened to, the rebate is a useful part of
a total tax reduction package. I person-
ally do not think that the rebate does as
much good as the kind of permanent tax
adjustments you make, such as the tax
credit that is in the Senate bill and other
measures that we have in the Senate Fi-
nance Committee bill.

I just list some of the witnesses that
we listened to: Mr. Paul McCracken, one
of the members of the Federal Reserve
Board years ago and Chairman of the
Council of Economic Advisers under Pres-
ident Eisenhower; Dr. Heller, Dr. Okun,
Dr. Houthaker, a very famous and what
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you might call conservative economist;
Dr. Ackley, along with Merrill Lynch,
along with Leonard Woodcock of the
United Automobile Workers, and the rep-
resentatives that came in from the AFL~
CIO. Each and every one of them said the
package that we were working on here
in the Senate, the package that included
the rebate—and they emphasized the re-
bate, itself—would have a stimulating
effect.

I think there is substantial evidence
here, as was said most responsibly by our
able and good Senator from Arkansas,
that there is a public opinion poll that
shows that a number of people who would
get the rebates say they would save them.
That is what they say now.

But even if they did, it becomes a part
of the total economie structure of the
country.

Mr. PASTORE. Will the Senator yield?

Mr. HUMPHREY. Yes.

Mr. PASTORE. We must admit that
the rebate in and of itself will not be
the answer to our problem. Anyone who
pretends that is just living in a different
world.

The fact is that we have had a gigantic
gross national product of a trildon and
a half. Surely $8 billion is not going to
have that much of an effect. We all admit
that. But it is part of a large package.

Mr. HUMPHREY. That is the point.

Mr. PASTORE. I think the most im-
portant thing today is to restore the peo-
ple’s confidence. They have lost confi-
dence. People who are in need of certain
articles and commodities, who have mon-
ey, are not spending the money for the
reason that they do not know what is
going to happen.

I understand one of the recent polls in-
dicated that most of our people think
that we are drifting into a depression.

When people begin to lose confidence
in their Government, when they begin to
lose confidence in the free enterprise sys-
tem, that, of course, will create chaos.
What we need to do now is to afirma-
tively come forward and do everything
that we possibly can. It will not neces-
sarily mean that everything we do is
right, and not everything that we hope
will accomplish that result. But we have
to do something. With most of the econ-
omists—they are not always right and
not everything that the; think or say is
sacrosanct—the fact remains that it is
almost unanimous that we have to have
a large rebate in order to get things
going.

Mr. HUMPHREY. The Senator has put
his finger on it. What we have here is a
package. What we need to do is to estab-
lish a policy. Once the people of America
know what the policy is; once the in-
vestment community knows what the in-
vestment tax credit is going to be; once
the utilities know that they will have 10
percent tax credit instead of 4; once the
individual knows that his paycheck each
week will be better because of the tax
reduction; once an individual knows he
will get a rebate on taxes for 1974; once
the ground rules are established, Mr.
President, I predict this economy will
start to move ahead and move ahead
much more rapidly than the prophets of
doom and gloom have predicted. There
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is great ability in this economy, but the
real problem has been no one knows what
the ground rules are. No one knows how
long we are going to be in any one posi-
tion. We are now saying that we are go-
ing to give a tax rebate on 1974 income,
a maximum of $240. Then we are saying
in the Senate bill, and in other items,
that there will be a tax credit; there will
be an investment tax credit; there will
be a housing credit. There are certain
things that are being laid down so that
the investment community and the con-
sumer community will know what is go-
ing to take place.

Again, we cannot be positive. We can-
not be sure. But I will say one thing we
can be sure of: If we do too little and too
late, we will be in the pit of economic
despair and depression.

We have been proceeding rapidly to the
bottom of that pit. The whole country is
waiting to see what we are going to do.
They are waiting to see what the Govern-
ment of the United States is going to do
about the economic plight that affects
this Nation.

I would remind this distinguished body
that we are capable of financing our
deficit. I remind the Senators here that
not a single witness who appeared before
the Joint Economic Committee from any
segment of our economy said that we
were incapable or unable to finance
a deficit much larger than had been pre-
dicted—deficits up to $75 and $80 billion,
and billions and billions of dollars and
more, and be able to finance it without
impinging upon the needs of the private
money market or without raising interest
rates.

It will necessitate cooperation from the
Federal Reserve Board. That cooperation
is slow in coming, Mr. President. This
morning’s Washington Post carried the
story that the supply of money has been
increasing at about seven-tenths of 1
percent, the annual rate, over the past
3 months. It has to come better. That is
why we have been encouraging the Fed-
eral Reserve System to take a look at the
picture that is before us and to cooperate
with the fiscal policy which we are at-
tempting to establish here.

I am not unaware of the dangers in-
volved here in deficit financing. That is
why, in the resolution passed by the
Federal Reserve Board, we did not set any
percentage of money supply, even though
men of the quality of Mr. McCracken
said from 8 to 10 percent is what the
money supply ought to be in terms of in-
creased money supply. We have simply
said we wanted the Federal Reserve
Board to become a part of the team.

Mr. GARY W. HART. Will the Senator
yleld for a question?

The PRESIDING OFFICER. The Sen-
ator will suspend for 1 moment, please.

The Chair will ask the members of the
staff who are here by unanimous consent
to try to retain their seats. If they leave,
leave by the side doors rather than the
doors closer to the Chair so we can main-
tain order in this Chamber.

Mr. HUMPHREY. I yield to the Sena-
tor from Colorado.

Mr. GARY W. HART. I thank the Sen-
ator for yielding.

I think what is troubling many of us
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is the problems this country faces are
different from the problems, economi-
cally, that it faced in the past, and the
possibility that solutions which may have
worked 10, 20, or 30 vears ago may not
work against a new set of problems.
Frankly, what I find most disturbing
about the argument made in favor of
the Senator's position is the names he
refers to as authority. If there is any
one characteristic which distinguishes
those names, aside from their credentials
and their background, it is that on many
oceasions, on both sides of the economic
spectrum, they have been wrong. Many
of them are responsible for the situation
this country is in today.

My question to the Senator is: Did the
Finance Committee or the Joint Eco-
nomic Committee hear testimony from
new economists, new theories, people who
are not relving on past solutions, who
may have some new ideas of how to stim-
ulate this economy and accomplish the
result that all of us want?

Mr. HUMPHREY. May I say that the
chairman of the Joint Economic Com-
mittee has said repeatedly to the staff
of that committee and others, “I want
to hear the new voices in America. I want
to hear new ideas. I think this com-
mittee needs new ideas.”

But when a man comes down from
Merrill Lynch, and they did not get
where they are by being stuffy, stodgy
and stoogy, when they come down and
testify before us with a battery of young
economists, younger than Senators in
this body, and say the things that they
did, I listen.

Might I say that I do not consider a
man like Dr. Okun worn out.

I do not think there is a brighter mind
in the American economy scene than Dr.
Walter Heller.

Youth does not necessarily give you
wisdom, It gives you enthusiasm and it
gives you vitality. There is no substitute
for experience.

I think that what we have been talk-
ing about here is the past, in many areas.
We tried the public works route. We tried
it in the depression. We still had 10 per-
cent unemployment in 1940.

I am a New Dezaler. I believe in what
Roosevelt tried to do. But in those days
they did not have the courage to use the
fiscal stimulant. They used budget
deficits but not the tax program.

What happened in 1964? That is not
long ago. What happened with respect
to the Kennedy tax cut, which was passed
at the time of President Kennedy and
came into being when Lyndon Johnson
was President? We had a $12 billion tax
cut, which in today’s economy is about a
$25 billion or $26 billion tax cut. It had
the immediate effect, within a few
months, of stimulating the economy, and
the increase in revenues in 1 year was
more than the tax cut.

The $30 billion tax cut we are discuss-
ing is about the same kind of tax cut
that we had back in 1964. Related to
the gross national product, it is 2 per-
cent of the gross national product of
this country.

The question about the $30 billion tax
cut is not whether it is too big but
whether it is too little. I think we need
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to have some daring. We need to do some-
thing else but figure out how we can
simply build more water and sewer proj-
ects, even though I think they are im-
portant, I think there is the need of the
mix,

We have had some of the brightest
minds this country has available on eco-
nomic and finance policy.

Mr. KENNEDY. Mr, President, will the
Senator yield?

Mr. HUMPHREY. I yield.

Mr. EENNEDY. Mr, President, I agree
with the remarks of the chairman of the
Joint Economic Committee and the Sen-
ator from Rhode Island (Mr. PASTORE).

The Senator from Minnesota is entire-
ly right in reviewing some of the eco-
nomiec history of the earlier period, par-
ticularly in the early 1960's.

In January of 1961, we had a T-percent
unemployment rate nationwide, coming
out of the recession of 1958, As the Sena-
tor from Minnesota understands full
well, under the leadership of Walter Hel-
ler «.t that time, that unemployment was
brought down to 3.5 percent, This was
by 1964, and this was prior to the buildup
in Vietnam, We had the longest reriod of
economic growth and price stability in
the history of the Nation, We had a 3.6-
percent increase in inflation in 3 years.
We have that in 3 months at this time.

Not that we have to take everything
that Walter Heller or Art Okun or Joe
Peckman have to say, but I would chal-
lenge the economists, either the younger
economists or the radical economists—
and I have had an opportunity to ex-
change some ideas with them as well—I
would challenge any of the track records
of those individuals with the predictions
or projections or performance in terms
of this particular issue.

I am a member, a new member, of the
Joint Economic Committee. I feel that
the case that has been made about the
rebate provisions in terms of early action
by the House and the Senate in this area
is of the greatest importance and con-
sequence in terms of the total package.

Many of the individuals who have ap-
peared before the Joint Economic Com-
mittee urged the House and the Senate
last year to have a $6 billion tax cut,
with a $6 billion closing of various fax
loopholes. The Senator from Minnesota
was a cosponsor of that proposal. We de-
bated that issue here for 10 days, and it
was filibustered. We listened to editorials
from the Wall Street Journal that said
this was too strong a medicine at that
time. There were a number of people
here who effectively filibustered that ef-
fort, which was cosponsored by the Sen-
ator from Minnesota, a bipartisan effort.

In any fair analysis of the hearings
we have held in the Joint Economic
Committee, in questioning any of these
economists, they said that if Congress
had taken the action last year, just $6
billion, the greatest percentage of the
problems we are facing in our economy
at the present time could have been
avoided. They make the case, I think
convincingly so, of the importance of
this front-end effort which is included
in the rebates.

I have a good deal of respect for those
who have offered this amendment and
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for their thoughtful presentation of it
to the Senate. But I do feel that this is
an extremely-important aspect of the
package that has been developed, and I
hope that the position taken by the Sen-
ator from Minnesota and others will be
maintained. It is an important aspect
for the reasons that have been talked
about, and I need not develop it. I hope
the amendment will bz asreed to.

Mr., BIDEN, Mr. President, will the
Senator yield?

Mr. HUMPHREY, Iyield. .

Mr. BIDEN. Mr. President, I direct my
remarks to the distinguished Senator
from Massachusetts and some of the
comments made by the distinguished
Senator from Minnesota.

Will either Senator tell me whether or
not the rebate is justified if, in fact, peo-
ple do not spend the rebate on durable
goods?

Mr. HUMPHREY. Yes, I would think
0.

Mr. BIDEN. How?

Mr. HUMPHREY. I do not think dur-
able goods are necessary at all. Con-
sumer goods may be very vital, if they
spend it on consumer goods, if they spend
it on energy and food. That still will help.
It is money in circulation, and that is
what it is all about. It is the money get-
ting into circulation.

Mr. BIDEN. I have heard ‘the same
economists the Senator has heard, and I
have not heard one say that. I have not
heard one say that if the money is spent
on energy and food, it will have the stim-
ulative effect for which it was designed.

Mr. HUMPHREY. It would be better
served if it were spent on other things.
But what is needed, strangely enough, is
spending.

Mr. BIDEN. I agree wholeheartedly.

Mr. HUMPHREY. Do not misunder-
stand me. As I said to the Senator pri-
vately—and I say it to him on the floor
of the Senate—I do not think the rebate
is the alpha and omega of economic
treatment here; but it is part of a total
package, and it does give an economic
shot.

Some of that rebate may be saved, as
the Senator says. But much of the sav-
ings that are put aside like that are very
temporary, and they are drawn out. Even
if it is put aside, it still has some impact
on the economy; and I think that if you
tie it in, it makes a substantial impact.

The only question before this body—
and I am going to raise it again and
again—is, Is what we are doing big
enough? Is what we do today enough to
stem the tide of recession?

Remember, the President was saying,
up to Christmas, that we should have a
5 percent tax increase. That would have
been an economic disaster.

As the Senator from Massachusetts
properly said, he sponsored a measure,
in which I and several others joined,
which offered to give a tax reduction;
because we saw the recession not in Jan-
uary of this year but last year, as other
Senators did.

Mr. BIDEN. I was also on the Budget
Committee and the Banking Committee
and made the same statement, that I
did not think a balanced budget was in
the best interest. But the Senator from
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Massachusetts and the Senator from
Minnesota talk about this being one part
of a package, and that should be put in
perspective. It is a third of the entire
package.

Mr. HUMPHREY. No, it is not.

Mr. BIDEN. In terms of this bill, it is
$10 billion,

Mr. HUMPHREY. The Senator is talk-
ing about a third of the tax package.

Mr. BIDEN. That is correct. That is
what we are talking about right now.

Mr. HUMPHREY. The economic stim-
ulus that the Senator from Minnesota
is talking about is not just a tax pack-
age. It is other things, things we are try-
ing to do in the housing market, on which
we have basic agreement.

Let me be fair. I do not know whether
all this is going to do as much good as
we hope it will. But I have enough con-
fidence in those who have been advisers
to me to say that the package on the
tax or the fiscal side should be accepted
and we should give it a run, because to
delay or to have it too little is to waste
it all. If we think it so small, it will do
nothing, and all it will do is to lose rev-
enue. But if we can make it big enough
to have an economic impact, it will gen-
erate jobs, it will start to cut down the
Federal deficit, it will increase the gross
national product, and I think it will be
helpful.

I know the Senators want to vote on
it. I am ready to yield the floor.

Mr. BIDEN. I appreciate the Senator’s
candor. My concern

SEVERAL SENATORS. Vote.

Mr. STEVENSON. Mr. President, a
one time tax rebate—as contrasted with
permanent tax reduction—will cause a
major increase in the Federal deficit
while doing little to stimulate the econ-
omy.

A single $100 to $240 check from the
Government will cause virtually no one
to make major new expenditures in sec-
tors of the economy hit hardest by reces-
sion. Consumer spending patterns are
governed by long-term expectations of
future earnings—mot by month-to-
month fluctuations in income. Consum-
ers increase spending when they expect
a permanent increase in income—and
have confidence in the future. But with
over 6 million people out of work, con-
sumer prices rising at a rate of over 7
percent a year, industrial production de-
clining at a record rate, and the pros-
pect of & vastly increased rate of infla-
tion under the President’s energy pro-
gram, few have much confidence in the
future. Instead of committing themselves
to major new expenditures, consumers
will use their rebate to pay off old debts,
add to their savings, and attempt to
compensate for the crippling erosion in
incomes which they have suffered as a
result of more than a year of double
digit inflation, rising energy costs, es-
calating utility bills, and massive unem-
ployment.

As a result, the rebate will be wasted.
Instead of being put to productive use on
the Nation’s burgeoning public problems,
the Treasury will be drained of an addi-
tional $10 billion. The $10 billion which
would he spent for rebates exceeds by
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$2 billion the entire sum spent on Fed-
eral programs for natural resources and
the environment in fiscal 1975. It is more
than six times as much as we are spend-
ing on energy. And it is more than three
times as much as we are spending for
the Nation's entire community develop-
ment effort.

With the loss of $10 billion in Fed-
eral revenues, the Nation's collapsing
railroads, inadequate health care sys-
tem, and deteriorating cities will con-
tinue to be starved for funds. And the
Nation's ability to reorder its spending
priorities to deal with the fundamental
causes of inflation and recession will be
further impaired.

Moreover, with the rebate, the Federal
debt, already at the astronomical level
of over $600 billion, would grow by an-
other $10 billion. When combined with
the other parts of the tax package, it
could add more than $20 billion to the
current Federal deficit.

The result will be increased upward
pressures on interest rates. The depres-
sion in housing and the capital goods in-
dustries will continue. And the seeds of
accelerating inflation will be sown for the
years ahead.

Mr. President, the Nation cannot af-
ford a $10 billion increase in debt. It
cannot afford to waste the public’s pre-
cious resources. It cannot afford to
throw away funds when its other press-
ing needs cre so great.

This futile gesture at economic stimu-
lation is misplaced and misconceived,
and, I therefore urge my colleagues to
vote against the motion to table the
amendment offered by Senator BUMPERS,

Mr. HATHAWAY. Mr. President, I
have listened to very learned argument
on both sides of this question for the past
almost 3 hours, and I do not think many
more minds are going to be changed if
we proceed any further. I should like to
get the sentiment of the Senate on this
issue. For that reason, I move to table
the amendment and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The clerk will call the roll.

The second assistant legislative clerk
called the roll.

Mr. ROBERT C. BYRD. I announce
that the Senator from Missourl (Mr.
Symineron) and the Senator from Texas
(Mr. BENTSEN) are necessarily absent.

I further announce that the Senator
from South Dakota (Mr. McGoVERN) is
absent on official business.

Mr. GRIFFIN. I announce that the
Senator from Oregon (Mr. PACKWOOD),
the Senator from Alaska (Mr. STEVENS),
and the Senator from Texas (Mr.
TowER) are necessarily absent,

I further announce that the Senator
from Ohio (Mr. Tarr) is absent due to
illness,

I further announce that, if present and
voting, the Senator from Ohio (Mr.
TArT) would vote “yea.”

The result was announced—yeas 52,
nays 40, as follows:
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[Rollcall Vote No. 103 Leg.]

YEAS—52

Montoya
Moss
Muskie
Nelson
Pastore
Pearson
Percy
Proxmire
Randolph
Ribicoff
Schweiker
Scott, Hugh
Staflord
Tunney
Williams
Young

Baker
Bayh
Beall
Bellmon
Brooke
Cannon
Case
Church
Clark
Cranston
Culver
Dole
Domenieci
Eagleton
Fong
Ford
Glenn
Gravel

Griffin
Hart, Philip A,
Hartke
Haskell
Hathaway
Huddieston
Humphrey
Inouye
Jackson
Javits
Kennedy
Leahy
Magnuson
Mathias
McGee
McIntyre
Metealf
Mondale

NAYS—40

Fannin
Gamn
Goldwater
Hansen

Hart, Gary W.
Hatfield
Helms

McClure

Morgan

Nunn

Pell

Roth

Beott,
Willilam L.

Abourezg
Allen
Bartlett
Biden
Brock
Buckley
Bumpers
Burdick Hollings
Byrd, Hruska

Harry F., Jr. Johnston
Byrd, Robert C. Laxalt
Chiles Long
Curtis Mansiield Thurmond
Eastland McClellan Weicker

NOT VOTING—T7

Stevens Tower
McGovern Symington
Packwoodd Taft

So the motion to table was agreed to.

Several Senators addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized.

Mr. MANSFIELD. Mr. President, I ask
unanimous consent that a technical
amendment to an amendment adopted
yesterday by the Senate, the so-called
Cranston amendment, be in order, and
that the necessary technical amendment
be incorporated at the appropriate sec-
tion of the bill. This has been cleared
with the manager of the bill and the
ranking minority member.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment was agreed to, as
follows:

On page 23, of the Hollings amendment
in section 103 thereof, entitled “Denial of
DISC Beneflts With Respect to Energy Re-
sources and Other Products,” in subsection
(a) thereof strike out the addition of a new
subparagraph (D) to section 932(c)(2) of
the Internal Revenue Code.

On page 24, line 9, strike “harvesting".

Bentsen

LEGISLATIVE PROGRAM

Mr. MANSFIELD. Mr. President, for
the information of the Senate, it is the
intention of the joint leadership to stay
in tonight to finish this bill if at all pos-
sible, I realize that we have had a pretty
difficult week. We have spent a lot of
time, contrary to the reports emanating
from the White House, on measures
which the President wants considered by
Congress, and I am sure that the White
House is aware of the fact that the Sen-
ate cannot consider a measure of the
nature now pending before it has been
passed by the House of Representatives
and referred to the appropriate commit-
tee here.

For the informaticn of the Senate, we
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came in at 11 am. on Monday and quit
at 5:10 p.m. On Tuesday, we came in at
10:30 a.m. and quit at 8:28 p.m. On
Wednesday we came in at 9:15 a.m. and
quit at 8:54 p.m. And on Thursday, yes-
terday, we came in at 9:40 a.m. and qguit
at 8:07T pm.

Today we came in at 8 o’'clock, almost
11 hours ago, and it will be beyond 12—
12 hours, that is—before we complete the
business tonight, if we are going to do if.

So I would hope the Senate would bear
this in mind, and be prepared to stay as
long as possible, so that we can face up
to our responsibilities, and—contrary fto
the report from the area within the gates
surrounding the White House—prove, as
we have consistently during this session,
that we are doing our job, doing it to the
best of our ability, and on the whole do-
ing it well.

In the morning we take up the agri-
cultural bill under a unanimous-consent
agreement, and that will be the pending
business after the joint leadership has
been recognized. How far we will get
along with it I do not know, but at least
we are going to start and do the best we
can.

Mr. PASTORE. Mr. President, will the
Senator yield?

Mr. MANSFIELD. Yes.

Mr, PASTORE. In view of that bril-
liant record of endurance, I was wonder-
ing, inasmuch as we have heen here since
8 o'clock this morning, if we siay here
no mafter what the time is and finish
this bill tonight, would it not be more
appropriate to bring up the agricultural
bill on Monday, and we could stay here
and finish this bill tonight even though
it means 2 o'clock tomorrow morning?

Mr. MANSFIELD. I wish the Senator
{from Rhode Island, with his usual under-
standing, would give us the benefit of the
doubt.

Mr. PASTORE. I will give the Senafor
the benefit of the doubt.

Mr. MANSFIELD. Mr. President, could
I ask—then I will yield to the Senator
from Florida—first, how many amend-
ments are still to be offered? Five, maybe
six.

I yield to the Senator from Florida.

Mr. CHILES. I just wanted to ask the
distinguished leader, my understanding
was, when we held a Democratic Caucus
and said that we would stay on this bill
until we finished it, and we would not
adjourn for our recess prior to the time
that we finished this bill, we were talking
about the passage of it, and many of us,
based on that, again did what we were
going to do with our schedules or left
things out, and thinking that once we
voted on the bill we could go to our re-
spective States if we had to, knowing we
would come back for a conference report
if we needed fo have that adopted, bui
£till we would be able to leave.

Now we find we are talking about tak-
ing up the farm bill. It certainly is an
important bill, but it was not part of the
things we considered that had to be done
before, and so many of us again have
set our schedules on that kind of basis—
at least the Senator from Florida has—
and now we find we are going to go over
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to the farm bill, and probably have votes
on that. It seems to me as if that is con-
trary to what we decided in our caucus
that we would do.

Mr. MANSFIELD. Well, it is a hard
question to answer because, as a matter
of fact, the farm legislation was not dis~
cussed at the Democratic conference. We
did eoncentrate on the facts and we did
agree, I believe, informally, that we
would even stay through the conference,
if need be, on a call-back basis or a
come-back basis.

Mr, CHILES. Yes, on a call-back basis,

Mr. MANSFIELD. But that will depend
on what happens to the conference, the
length of time entailed, and I would hope
that the distinguished Senator from
Florida would allow the leadership to go
ahead with its plans to take up the agri-
cultural bill fomorrow, which is of vital
signifiecance to the farmers of the
Nation.

I do not know how long we will be, to
tell the Senator the truth, but there will
be amendments offered, and there will
be votes.

Mr. MOSS. Mr. President, will the Sen-
ator yield?

Mr, MANSFIELD, I yield to the Sen-
ator from Florida.

Mr, . 'The Senator from Florida
is one Member here, and certainly if the
leader wants to do that, I am sure that
is what is going to happen. It seems to
me as if that is again contrary to what
we discussed in the caucus and what we
agreed, It was important that we stay
here, regardless of the fact that we had
the recesses, and we were going to stay,
and we were not going to leave prior to
the time we voted on this bill.

Based on that again, on that kind of
agreement, that is what we were going
to do, and that is where I tried to set
all of my kind of schedule based on that.

Mr. MANSFIELD. Mr. President, if
the Senator will yield, it had been the
leadership’s intention to have the Senate
in session Monday or Tuesday, depend-
ing on developments. That did not mean
that Senators could not leave and come
back if the situation warranted it, as
might well be the case if this bill goes to
conference and agreement is reached.

Mr. LONG. Mr. Presideni, will the
Senator yield to me at that point?

Mr, MANSFIELD., I yield.

Mr. LONG. Mr. President, let me as-
sure the Senator I will be around, as far
as this Senator is concerned, and so far
as a few people are concerned. I will be
glad to provide a pair with the other
side.

Mr. MANSFIELD. Let me assure the
Senator that no matter how he votes on
the agriculture bill I will give him a live
pair. I will make that deal with him.

Mr. MOSS. Mr. President, will the
Senator yield?

Mr. MANSFIELD. I yield.

Mr. MOSS. If the majority leader will
yvield, the farm bill that is now reported,
of which we cannot get a copy and have
not seen as yet, has in it an amendment
that was different from anything the
House considered. I have heard about
that, and understanding that this now is
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coming on, that we entered into a unani-
mous-consent agreement without ever
knowing what was in the bill and, as a
matler of fact, before the bill even went
to the commitiee, and in order to bring
it up I am going to be constrained to offer
a great many amendments that will
probably take the farm bill over more
than 1 day, and there will be many votes
and many live quornms.

So I think it would be the wise thing
if we put that over until after the recess
and then tackled it at that time.

Mr. MANSFIELD. Mr. President, the
same situation would arise if we post-
poned it until after the so-called recess.
I, like the Senator from Florida, do not
like the use of the word “recess.” I do not
consider Saturdays and Sundays off as
being a recess. I do not consider Holy
Thursday, Good Friday, Hol, Saturday
or Easter Sunday as being a recess.

What the Senator would do 2 weeks
from now he would do tomorrow, so if
that is the case, let us face up to it.

Mr. MOSS. If the Senator will yield.
That is not so. What I would do tomor-
row I would not do after the nonlegisla-
tive days.

Mr. MANSFIELD. If the Senator can
do it after the nonlegislative period, he
can do it tomorrow in discussions with
the chairman