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The Senate met at 9:30 a.m. and was
called to order by the President pro
tempore (Mr. STEVENS).

PRAYER

The PRESIDENT pro tempore. To-
day’s prayer will be offered by the Rev-
erend Dr. Guy Prentiss Waters of
Fairhaven College, Jackson, MI.

The guest Chaplain offered the fol-
lowing prayer:

Let us pray:

Almighty God, You are infinitely
wise, holy, and just. You are the one
who has made us and the one who sus-
tains us. Our conscience bears witness
to Your righteous love.

We acknowledge that in Your provi-
dence You dispose of and govern over
all things. You are the ruler of nations
and You have appointed civil govern-
ment for Your glory and the good of
human beings.

We thank You for the work of civil
government and acknowledge that
those entrusted with this high respon-
sibility stand under You. Be pleased to
bless the work of our Senators this
day. We would not presume upon Your
blessing but ask that You might show
mercy so that their work would be for
this Nation’s good and for Your glory.

Amen.

PLEDGE OF ALLEGIANCE
The PRESIDENT pro tempore led the
Pledge of Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

RESERVATION OF LEADER TIME

The PRESIDENT pro tempore. Under
the previous order, leadership time is
reserved.

Senate

TAX INCREASE PREVENTION AND
RECONCILIATION ACT OF 2005—
CONFERENCE REPORT

The PRESIDENT pro tempore. Under
the previous order, the Senate will pro-
ceed to the consideration of the con-
ference report to accompany H.R. 4297,
which the clerk will report.

The legislative clerk read as follows:

The committee of conference of the dis-
agreeing votes on the two Houses on the
amendment of the House to the bill (H.R.
4297), to provide for reconciliation pursuant
to section 201(b) of the concurrent resolution
on the budget for fiscal year 2006, having
met, have agreed that the House recede from
its disagreement to the amendment of the
Senate and agree to the same with an
amendment and the Senate agree to the
same, signed by a majority of the conferees
on the part of both Houses.

The PRESIDENT pro tempore. The
Senate will proceed to the consider-
ation of the conference report.

(The conference report is printed in
the House proceedings of the RECORD of
May 9, 2006.)

The PRESIDENT pro tempore. Under
the previous order, there are 8 hours of
debate equally divided on the con-
ference report.

RECOGNITION OF THE MAJORITY LEADER

The majority leader is recognized.

SCHEDULE

Mr. FRIST. Mr. President, in a mo-
ment, we will begin consideration of
the conference report to accompany
the Tax Relief Act. Our order from last
night provides for up to 8 hours of de-
bate from the statutory limit. The
chairman and ranking member of the
Finance Committee will be on the floor
throughout the day to yield some of
that time to Senators to speak. I hope
we will not need the entire 8 hours and
that we could yield back some of that
time and vote a little earlier today. We
will see how we are progressing in the
early afternoon and alert Members if
that is possible and, indeed, I hope that
it will be.

Following the vote on the adoption of
the Tax Relief conference report, we

will have up to 1 hour of debate before
the vote on invoking cloture on the
small business health plans bill. If clo-
ture is invoked on the small business
health plans bill, then we would stay
on that bill until we complete it. I hope
the Senate will invoke cloture on the
bill and will not miss the opportunity
to help our small businesses provide
more affordable health care benefits to
their employees and families.

We have two important votes this
afternoon. We will alert Senators as to
the timing when we get a better idea of
the amount of debate that is needed.

UNANIMOUS CONSENT AGREEMENT—S. 2611

Mr. FRIST. Mr. President, I ask
unanimous consent that unless cloture
is invoked on the pending substitute to
S. 1955, on Monday, May 15, at a time
to be determined by the majority lead-
er after consultation with the Demo-
cratic leader, the Senate proceed to the
consideration of S. 2611, the immigra-
tion bill. I further ask that when the
Senate agrees to a request for a con-
ference or the Senate requests a con-
ference on this bill and the Chair is au-
thorized to appoint conferees on the
part of the Senate, the ratio of con-
ferees be 14 to 12; provided further that
from that ratio, the first 7 Republican
Senators from the Judiciary Com-
mittee and the first 5 Democratic Sen-
ators from the Judiciary Committee be
conferees; finally, I ask unanimous
consent that the majority leader select
the final 7 from the majority side and
the Democratic leader select the final 7
for the minority side.

Before the Chair rules, I wish to be
clear that the two leaders anticipate
full session days on this bill, with a
considerable number of amendments
debated and voted on each day. We in-
tend to allow amendments to come for-
ward and to be voted on in an efficient
way. This is a comprehensive immigra-
tion bill, and therefore it is important
for Senators to have adequate time to
have their amendments considered.
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The PRESIDENT pro tempore. Is
there objection? Without objection, it
is so ordered.

RECOGNITION OF THE MINORITY LEADER
The minority leader is recognized.
IMMIGRATION

Mr. REID. Mr. President, this is one
of the rare times that we have been
able to move forward on a bipartisan
basis. The procedural aspects of this
immigration debate are over with. The
two leaders want a comprehensive im-
migration reform bill. What is going to
be in it? I don’t know and the Repub-
lican leader doesn’t know. But, Mr.
President, this is going to take a lot of
hard work.

I want to extend to the majority
leader my appreciation and my ac-
knowledgment of the difficulty of ar-
riving at this point. It has been very
hard for both of us. And as the time
went on after the Easter recess, it
didn’t get easier, it got harder. But I do
believe that this is what the Senate is
about, and we can move forward in a
way that I think the country will ac-
knowledge. There is a lot of hard work
to be done, but we can do it well.

I receive my fair share of criticism,
as does the Republican leader. But I
want everyone to know we try very
hard to move things along. It is not
easy with the political atmosphere we
find in the country today, but we have
done this on this bill, and it has been
extremely difficult. I don’t want to
sound like poor me, but that has been
pretty hard to do. I will always remem-
ber the difficulties we have had, but
also things such as this, as we know, in
life bring people closer together. I
think the majority leader and I have
had—if we have talked about this bill
once, we have talked about it 25 times.
I have nothing but admiration for the
Republican leader for arranging things
so we can be at this spot today.

Mr. FRIST. Mr. President, what the
Democratic leader and I have laid out
is a way to get onto this bill, and as
you can tell, both of us have been
working in good faith on various issues
that have been raised on the floor. We
both appreciate our colleagues’ pa-
tience in arriving at this point. We
both anticipate a lot of challenging
times over the period which will begin,
in all likelihood, on Monday on what
we all know is a very difficult bill.

The process that has been laid out is
one that we both feel is very fair and
will give the opportunity for the will of
the Senate to express itself on a dif-
ficult issue to which there are not very
many clear-cut answers. So I look for-
ward to beginning that debate in the
very near future, and I look forward to
having dignified debate, debate that
under the leadership of the two man-
agers will need to be efficient, effec-
tive, and fair, but we will need to keep
moving through that debate in order to
allow the Senate’s will, through
amendment and voting those
amendments, to be reflected.

on
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MODIFICATION TO UNANIMOUS CONSENT
AGREEMENT—S. 2611

Mr. FRIST. Mr. President, I modify
the unanimous consent request so that
it is clear that it is applicable to S.
2611 or a House bill in which we con-
ference using the language of S. 2611.

The PRESIDENT pro tempore. Is
there objection? Without objection, it
is so ordered.

IMMIGRATION

Mr. REID. Mr. President, I also want
the RECORD to be spread with the fact
that this is not a time for anyone to
claim victory. Certainly, in this proc-
ess, I didn’t get everything I wanted. I
think the majority leader didn’t get ev-
erything he wanted. But in the legisla-
tive process, building consensus is the
art of compromise.

I look back to the days when I tried
cases. I found some of the best settle-
ments were those where basically both
sides were kind of unhappy about it,
and I think that is what we have got-
ten. I certainly feel that this is a fair
compromise procedurally with these
intricate rules we have in the Senate.
This is going to work well.

I also want to repeat what the major-
ity leader said. This is going to take a
lot of work. We have a lot of amend-
ments. This is not a two- or three-
amendment bill. There are a lot of
amendments. People on both sides of
the aisle have been waiting for weeks
to offer amendments. We are going to
have to work our way through these. It
is going to take a lot of cooperation.

There may come a time during this
debate that the managers are going to
have to move to table some of these
amendments. I hope we can arrange for
time on these amendments. If we can’t,
we will do what has to be done in the
Senate and move forward as expedi-
tiously as we can. People have strong
feelings about this bill on both sides of
the aisle. But I feel very good that we
have a road forward, and I believe we
will complete this legislation and have,
for the American people, comprehen-
sive immigration reform that deals
with security, deals with the guest
worker program, deals with the people
who are undocumented, and also will
deal with a better way of enforcing em-
ployer sanctions.

The PRESIDENT pro tempore. The
majority leader is recognized.

Mr. FRIST. Mr. President, I will
close by saying it is important we fin-
ish this bill before the Memorial Day
recess. I have said that several times in
my statements over the last couple of
weeks, and I think in my discussions
with the Democratic leader, we both
agree that once we start this bill, we
will stay on the bill until we complete
it.

Mr. GRASSLEY. Mr. President, am I
right that we are prepared to proceed
to the text of the conference reconcili-
ation report?

The PRESIDENT pro tempore. The
Senator is correct. That is the pending
business. There are 8 hours equally di-
vided.
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Mr. GRASSLEY. Mr. President, be-
fore I explain what is in the conference
report, I want to make clear what the
tax policy is we are talking about. For
90 percent of the legislation that is be-
fore us, we are talking about maintain-
ing existing tax policy as it has been,
either from the 2001 Tax Reduction Act
or the 2003 Tax Reduction Act. The rea-
son I want to take some time to ex-
plain that—and that is not part of my
explanation of the conference report—
is because the public listening in and/or
my colleagues are going to be confused
over the words ‘‘tax cuts.” For 90 per-
cent of this legislation, we are not cut-
ting anybody’s tax bill. What we are
trying to do because of sunset is we are
maintaining for the next year, or in
some cases the next 5 years, existing
tax policy. So I don’t want anybody to
come over and say we are cutting
taxes.

If we don’t pass this legislation in
the year 2006, or in some cases in the
years 2009 and 2010, people are going to
get an automatic increase of taxes
without a vote of Congress. So we are
talking about maintaining existing tax
policy. The reason we are talking
about maintaining tax policy would be
for two reasons. In the case of dividend
and capital gains tax policy, the tax
policy we adopted in 2003 is the reason
we have created 5.2 million jobs.

That is why the economy is rolling. I
know the public is listening. When
they pay $3 for gas, the $3 for gas blinds
them to the fact that we had 4.8 per-
cent growth last quarter. It blinds
them to the fact that we have 4.7 per-
cent unemployment, which is prac-
tically full employment, and some
economists would tell you it is full em-
ployment, or that we have a low infla-
tion rate.

It seems that when my constituents,
and probably constituents in every
State, see high gasoline prices, that is
all that is on their mind. I don’t blame
them because I put gasoline in my
car—I don’t have some driver do it, I
put it in myself—and I know what the
price of gasoline is. I know a lot of my
constituents go out of the same con-
venience stores I do with a bottle of
water. Bottled water, if you buy it in
these small containers, you are paying
about $8 a gallon for water and never
complaining about the cost for water
but complaining about $2.63 gas that
you can buy in Des Moines, IA, this
very weekend.

We are talking with regard to capital
gains as maintaining existing tax pol-
icy. Just so everybody understands, we
are not cutting anybody’s taxes below
what they are today. We are maintain-
ing existing tax policy. But if we didn’t
take the action we are taking today,
taxes would automatically go up in
these areas by 33 percent, and for low-
income people, who have zero capital
tax gains, they go up—what would that
be? One hundred percent. If they are
not paying taxes today and they start
paying taxes at the rate everybody else
pays, it is a 100-percent increase in
taxes.
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I don’t know why people would argue
with us, when we have a zero capital
gains for lower income people, that you
would want to tax lower income people.
But if we do not continue this tax pol-
icy, that is the case.

I wish to emphasize again what
Chairman Greenspan has said about
the 2003 tax policy we are continuing
today, and that is that it is responsible
for the economic recovery we have had
of 18 quarters of economic growth and
5.2 million jobs being created.

The other part of the bill is to con-
tinue tax policy existing since 2001.
That existing tax policy is that 22 mil-
lion Americans—well, no, I better say
it this way. That tax policy since 2001
has been that when we reduce people’s
taxes here on the one hand, we are not
going to take it away from them on the
other hand by having them hit by the
alternative minimum tax. I am going
to explain this in greater detail, but up
front, a good part of this bill is to
maintain the policy Senator BAUCUS
and I have had in place since 2001 of
holding people harmless from the alter-
native minimum tax. In other words, if
you get a tax decrease here, we are not
going to have the same people pay a
tax over here on the alternative min-
imum tax.

As far as the alternative minimum
tax is concerned, I think the best pol-
icy is what we did in the late 1990s
when this body sent to President Clin-
ton a bill to repeal the alternative min-
imum tax, and he vetoed it. I don’t
know how many Democrats we are
going to have condemning us for not
doing more on the alternative min-
imum tax. What more could you do
than what we did in 1999 and repeal a
very bad tax policy, the alternative
minimum tax? And a Democratic
President vetoed it. But they will prob-
ably be the ones complaining and cry-
ing the most because we are not doing
more.

What we are talking about here
today is maintaining present tax policy
through this reconciliation bill for
roughly 90 percent of it. Ten percent of
it would be some change in tax policy.
If people want details on that, I will be
glad to go into that.

Maybe another thing I ought to ex-
plain—and it is more personal because
I am going to be the chief negotiator
for the Senate on this bill because I am
chairman of the Senate Finance Com-
mittee—I have negotiated for a long
period of time with Chairman THOMAS,
and everything has worked out fine as
compromises have to work out fine,
and I think I have done a very good job
of protecting the Senate’s position.

Let me remind everybody, all of my
colleagues, particularly Republicans,
particularly about a telephone call
from the President on the Thursday be-
fore we began our Easter break—the
exact date I don’t have in mind—and in
meetings with the Ileader and the
Speaker and all this, we were just very
anxious to get something done before
Easter. At that point, the position of
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the House was that we were not going
to have hold harmless on AMT. Con-
sequently, I didn’t agree to this agree-
ment. I believe I probably disappointed
a lot of my colleagues and the leader
and the Speaker and the President of
the United States because I just didn’t,
how would you say, surrender to a
House position that we were doing too
much on AMT.

Our policy since 2001 has been hold
harmless, and I believe that is what we
passed three times on the floor of the
Senate: in November last year, Janu-
ary this year, February of this year, as
the Democrats made us go through
three periods of 3 days of debate on the
same tax bill that ended up passing by
a bipartisan majority of somewhere be-
tween 64 and 67. So it has been the pol-
icy of the Senate since 2001, reaffirmed
by three votes of this body in the last
6 months, to hold harmless.

I didn’t believe I was doing 66 Sen-
ators a favor by agreeing to something
which would have 3.5 million—let’s say
more accurately 2.5 to 3 million tax-
payers being hit by the alternative
minimum tax out of the 22 million to
whom I have already referred. So it
took a little longer, and here we are—
what, May 11, 1 month later than when
it originally happened. But we have
hold harmless in this bill. Hold harm-
less is in this bill.

Everything is going smoothly be-
tween Chairman THOMAS and me. No-
body is going to believe that because if
you read the papers, we are always at
each other’s throat. You know, those
characterizations are entirely wrong.
He has strong convictions about tax
policy, and he is the negotiator for the
U.S. House of Representatives. He has
a right to stand firmly for their posi-
tions, but I have a responsibility to
stand firmly for the Senate position,
with the understanding that someplace
there are some compromises. I guess
enough said on that point.

I have mentioned, in summation, be-
fore I go into explanation about the
conference report, and this is the third
time, but it cannot be said too many
times because I don’t know how many
times you are going to hear today—in
fact, we ought to count how many
times we are going to say we are cut-
ting taxes, we are cutting taxes, we are
cutting taxes. Would you keep track of
that for me? I want to hear how many
times that is used. We are not cutting
anybody’s tax. Maybe we ought be cut-
ting people’s taxes, but we are not. We
are maintaining existing tax policy as
expressed by this body in the 2001 and
2003 tax bill so 22 million Americans
don’t get hit by the alternative min-
imum tax and so that we have incen-
tives for investment and taxes don’t go
up, and capital gains and dividends,
without a vote of the people in 2009 and
2010; so that we keep the incentives
Chairman Greenspan said are the rea-
son we are having the economic recov-
ery we have had for 18 quarters, cre-
ating 5.2 million jobs, 4.8 percent eco-
nomic growth, 4.7 percent unemploy-
ment, et cetera.

S4387

We have moved to the final step in
the tax reconciliation process to which
I have already referred that we dealt
with three times and probably 3 days
each time during November, January,
and February. We have an agreement
of the conferees from the House and
Senate on a conference report. The
basic objective of this conference was
to produce a conference report that
will pass both the Senate and the
House and be sent to the President.

To achieve that objective, we needed
to focus our efforts on a true bipar-
tisan, bicameral compromise. As I said
and will probably say again today—but
you have heard me say it over the last
3 months to my colleague and friend,
Senator BAUCUS—a compromise must
be bicameral. Likewise, I said to Chair-
man THOMAS of the House and to House
conferees that the compromise should
be bipartisan.

In the Senate, we passed a reconcili-
ation bill for the second time but the
contents of the bill for a third time, on
February 2, with a bipartisan vote that
included 66 Senators. So that obviously
includes a vast number of Democrats.

My preference was to continue work-
ing in conference to produce a bipar-
tisan compromise that could pass in
the Senate. Unfortunately, I doubt if
we will get 66 votes for this conference
report. But I am very hopeful that we
will pick up some Democratic votes.

Going into conference, everybody
knew that the House bill and the Sen-
ate bill were significantly different.
The centerpiece of the House bill was a
2-year extension of the 15-percent max-
imum tax rate on dividends and capital
gains and the zero percent tax rate
that will apply to taxpayers in the low-
est two tax brackets. Such an exten-
sion would continue the bipartisan tax
policy enacted in 2003, a policy which
has been vital to our economy’s recov-
ery and continued growth.

The centerpiece of the Senate bill
was a l-year extension and modifica-
tion of the alternative minimum tax
hold-harmless provisions. This provi-
sion would keep 15 million American
families from being hit by the stealth
tax. The AMT is a stealth tax because
you really never know when you are
going to be hit by it. Hitting Ameri-
cans with such a stealth tax, the alter-
native minimum tax, is wrong. So, as I
said before, the AMT should be abol-
ished. It is not abolished. We did vote
to abolish it in the late 1990s, but
President Clinton vetoed that. So here
we are, since 2001, working in a bipar-
tisan way to do what we call hold
harmless.

As I said at that particular time, my
highest priority was to make sure we
kept our promise to make certain that
no additional taxpayers are brought
into the AMT system on an annual
basis, and that is the purpose of the
Senate’s hold-harmless provision on al-
ternative minimum tax.

I will expand on that notion for a mo-
ment and be somewhat repeating my-
self from my extemporaneous remarks,
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but exactly b years ago today, May 11,
2001, Senator BAUCUS and I announced
the bipartisan deal that became the
basis for historic 2001 bipartisan tax re-
lief legislation. I say historic because
taxes were as high as they had ever
been in the history of the country as a
percentage of the gross national prod-
uct.

When newly elected President Bush
released his budget for that first year
in 2001, his tax relief plan did not con-
tain a general hold harmless on the al-
ternative minimum tax, and the House
passed a bill that did not have hold
harmless provisions for the alternative
minimum tax. When Senator BAUCUS
and I were negotiating the bipartisan
plan, we agreed on that bedrock prin-
ciple of hold harmless—hold harmless
on AMT so no new people would get hit
with it. Because they got a tax de-
crease over here, we should not take
their taxes away over here.

We agreed to make sure the AMT
would not take the tax relief we were
providing. This is how we came up with
the concept we refer to as hold harm-
less. To me, it goes to a fundamental
principle of transparency in govern-
ment: Don’t promise taxpayers relief
that you know they are not going to
really get.

Some of my friends on this side of
the aisle—meaning Republicans—right-
ly complain about doubletalk on alter-
native minimum tax that we hear from
Members on the other side, Democratic
Members, the Senators from so-called
blue States. You remember the blue-
red map in Presidential elections of
2000 and 2004? Blue States generally go
for Democratic candidates for Presi-
dent, red States go for Republican can-
didates for President.

I am going to refer to the blue States
which are those that generally vote
Democratic. Senators from these
States are generally hostile to the tax
relief we have provided in 2001 and pro-
vided again in 2003, and seem to be
sympathetic to tax hikes. They take
this position despite the fact that their
constituents in these blue States, and
represented for the most part by Demo-
cratic Senators, tend to bear the high-
est per capita Federal tax burden. The
hostility of these Members seems to
grow to a white-hot intensity when
anybody above, say, $100,000 in income
benefits from any tax relief package.

It has always been a strange dis-
connect to those of us on this Repub-
lican side of the aisle because that in-
tensity—and at times what appears to
be outright anger—seems to grow as
the States’ shade of blue grows much
darker. Ironically, the per capita in-
come, living costs, and Federal tax bur-
dens tend to rise as the shade of the
State tends to get a darker blue. The
implication appears to be that con-
stituents in these blue States should be
happy to bear this high tax burden as
their Senators fight against tax relief
for them. In fact, Members from blue
States seem to have no limit to the
level of Federal taxes they believe
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folks in their States should bear. Taxes
can never be too high, goes the ration-
ale, as long as we Kkeep growing the
public’s dependence on more Federal
programs.

When Members on the Republican
side hear demagoguery on taxes ema-
nating from Members from blue States
on a daily basis that we shouldn’t have
tax cuts for high-income people, they
ask, Why do these folks then seem to
change their mind when we are talking
about the alternative minimum tax?
As you tend to get intense debate that
we ought to do something about the al-
ternative minimum tax from the same
Senators who are complaining because
we are giving too much tax relief to
high-income people in their various
States, and the AMT happens to most
dramatically impact taxpayers be-
tween $100,000 and $500,000. How is this
any different from other forms of tax
relief? They are hot and heavy to have
the AMT which helps their taxpayers
in blue States, but they are not hot and
heavy to have tax relief in the first in-
stance when you vote to reduce tax
rates.

If T go to some extent talking about
this contradiction, it is a contradiction
that affects and bothers a lot of people
on the Republican side of the aisle. It
is an argument we do not understand.
Frankly, it is a sentiment I have to
overcome in my caucuses as I argue for
the AMT and for tax relief; and I have
had to argue this contradiction par-
ticularly with my House counterparts
as we go to conference to negotiate dif-
ferences between the House and Senate
and try to explain to them why we
need to do a hold-harmless provision on
AMT.

I had people from the other body who
would say, What is wrong with having
an alternative minimum tax hit people
in blue States who are in the high
bracket because their Senators are ar-
guing we shouldn’t reduce the tax rates
in the first place? It is a very difficult
thing to argue that sort of contradic-
tion. I think it would help me a lot if
they would get off this kick.

I want to take a chart on the AMT
and explain some of what we are talk-
ing about. This chart will show the al-
ternative minimum tax hold-harmless
benefits that have always been the bed-
rock of our tax bill since 2001 because
it is something Senator BAUCUS and I
agreed on to be our tax policy, how the
hold harmless benefits taxpayers ev-
erywhere but is especially important in
the blue States.

We don’t have a map with blue States
versus red States. But the chart you
are looking at, and which I need to ex-
plain, is based upon 2003 return data
because it is the most up-to-date data
we have. But projecting out the num-
bers, we think it would be entirely pos-
sible and intellectually honest to dou-
ble the 2003 figures. As a rule of thumb,
I am going to do that as I explain Cali-
fornia being a blue State with 2 million
taxpayers; Texas, not a blue State, a
red State, but 1.2 million; Florida, a
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blue State, 900,000 taxpayers affected if
we don’t do something about the alter-
native minimum tax as we have it in
this legislation; Illinois, a blue State,
848,000; New York, a blue State, 822,000;
Pennsylvania, 694,000; Michigan,
640,000; New Jersey, 632,000; Virginia,
568,000; and Massachusetts, 490,000.

I go to this length because Senators,
particularly on the Democratic side of
the aisle, might think about voting
against this bill; that in all these
States so many hundreds of thousands
of people are going to be hit by the al-
ternative minimum tax if you do not
help us get this bill passed. Those are
people who were not hit in 2005 but who
will be hit when they file on 2006 in-
come.

The bottom line is in blue States
versus red States implications
shouldn’t decide this issue. As you can
see, there are plenty of red States af-
fected as well as blue States. Again,
that shouldn’t matter. We ought to do
the right thing—and the right thing
would be to pass this bill and continue
the hold-harmless policy Senator BAU-
cUS and I have led the Senate through
in the 2001 and 2003 tax bills, and also
on the Senate consideration of hold
harmless in this conference report.

Senator BAUcCUS and I understood
that when we took resources in the Fi-
nance Committee package to make
sure that for at least 5 years this
broad-based tax relief we promised will
not be undermined by the alternative
minimum tax.

Moving on, this conference agree-
ment also contains some loophole clo-
sures and tax-shelter-fighting provi-
sions that raise revenue. There are two
reasons to raise revenue. The most im-
portant one is when we have tax shel-
ters that allow people to cheat on their
income tax and when we have loopholes
that don’t make sense, they ought to
be closed as a matter of fairness to all
taxpayers. But they also raise some
revenue. We need some revenue in this
bill to offset some provisions of this
bill so we didn’t exceed the $70 billion
reconciliation instructions of Congress
for us in the Finance Committee.

The House bill, however, didn’t con-
tain any revenue raisers. Although we
didn’t come back with all the loophole
closures, especially clarification of
something that needs to be done with
the economic substance doctrine de-
fined, and the House conferees very
much oppose any change in that, we
did make some headway on loophole
closings and closing tax shelter abuse.

Let me go back to economic sub-
stance. My argument for it: It raises a
lot of revenue. But we have had several
courts that have instructed Congress—
and courts cannot make Congress do
anything we don’t want to do—to de-
fine economic substance. By defining
it, it brings in some revenue.

I don’t understand why it shouldn’t
be defined. My feeling is there are a lot
of K Street lobbyists and maybe a lot
of lobbyists who aren’t on K Street who
benefit from the loopholes that can
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stretch economic substance in the Tax
Code.

The Senate bill and the House bill
that went to conference also shared
some similarities. Both bills sought to
extend and extend and in some cases
modify certain provisions that expire
at the end of 2005—provisions such as
the research and development credit,
increase small business expense, cost
recovery for leasehold improvements,
the savers credit, or better said, the
small savers credit; the deduction for
State and local sales tax in those
States that is not particularly valuable
to those States that don’t have a State
income tax; the qualified tuition de-
duction for college; and teachers’ class-
room expense deductions. Local teach-
ers who spend money out of their own
pockets to bring tools to the classroom
can deduct that from their income tax.

A true bicameral compromise would
merge both bills in a way that takes
care of these common extenders which
I mentioned, and many more I did not
mention.

Second, it accommodates the center-
pieces of each bill which, as I have ex-
plained this morning, are the AMT
hold-harmless provisions on the one
hand and the extension of the dividends
and capital gains tax provisions as
they now exist, not cutting capital
gains and dividend taxes below what
they are presently, and providing as
much tax relief as possible by using ap-
propriate revenue-raising measures.

We ended up with cornerstones of
each bill in this conference report and
made progress on some of the revenue
raisers, meaning loophole closings, and
tax shelter abuse closings. The extend-
ers for the most part—I guess almost
entirely—will be addressed in another
vehicle. They are not part of this con-
ference report. We have compromised
and agreed on that point. We also
agreed to resolve key Senate priorities
in the extender vehicle.

Can I tell Members exactly what is
going to be in that vehicle? I can’t be-
cause we are still negotiating. What I
can tell Members is we had good pre-
liminary negotiations and I feel we
have a solid foundation to come to a
fair compromise on these issues. The
final determination of those key Sen-
ate priorities will depend upon the ve-
hicle that we will go with and other
parts of the agreement when it is final-
ized.

After laying out the basic structure
of the conference agreement and the
Senate’s key provision, AMT hold
harmless, I want to talk about the
parts of the agreement the House need-
ed.

The dividend and capital gains provi-
sions in the House bill were met by
strong opposition from the other side.

A principal argument against this
policy made over and over again by the
Democrats is that it is simply a tax cut
for high-income people. I use the words
“tax cut,” and that brings me to em-
phasize once again that if anybody says
we are cutting taxes, we are maintain-
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ing existing tax policy for an addi-
tional number of years. Without doing
that, then, we would get an automatic
increase in taxes basically undercut-
ting what Chairman Greenspan has
said about the goose that laid the gold-
en egg—the tax policy we adopted in
2003 being responsible for the 18 quar-
ters of economic growth which we have
had.

In support of their claim, Democrats
cite distorted statistics that include
taxpayers who don’t receive dividends
or capital gains. They fail to take into
account the zero percent rate for lower
income taxpayers in 2008 and ignore
the size of the overall income tax li-
ability that taxpayers bear.

My analysis of 2005 data that I re-
ceived from the Joint Committee on
Taxation shows that lower income tax-
payers actually have more at stake
than higher income taxpayers. The
Joint Committee on Taxation is not a
Republican or Democratic operation.
These are professional people who
spend whatever time they are in public
service on this committee becoming
experts on the Tax Code, the economic
implications of tax policy, and whether
it is good or bad for the economy,
whether it brings in more or less
money to the Federal Treasury. These
are not people wearing a Republican
hat or a Democratic hat. My quoting of
their statistics ought to have a great
deal of credibility because they are
professional people.

This is 2005 data received from the
Joint Committee on Taxation showing
lower income taxpayers actually have
more at stake than higher income tax-
payers. Of course, I don’t mean to
speak in absolute dollar amounts be-
cause I cannot say that, but I can say
in percentage advantage to various in-
come classes that lower income tax-
payers have more at stake than higher
income taxpayers. It is common sense
for me to say that because higher in-
come taxpayers receive higher tax cuts
measured in dollar terms, quite simply,
because they pay more taxes to begin
with. But the extension of the lower
rates on dividends and capital gains
will give lower income taxpayers great-
er tax savings as a percentage of their
total tax liability.

I will refer to a couple of charts that
summarize tax savings as a percentage
of total income tax liability of average
gross income levels. The chart illus-
trates the dividend tax savings as a
percentage of the total tax liability for
those who benefit from the reduced
rates. The savings percentages include
2008 savings, when the tax rate for
lower income taxpayers drops to zero
percent. That we will continue, then,
for an additional period of time. That
is the rate we are talking about ex-
tending.

Based on my staff’s analysis of the
Joint Committee on Taxation data,
taxpayers with adjusted gross income
of less than $50,000 will save 7.6 percent
of their total income tax bills and sen-
iors will save 17.1 percent. Those mak-
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ing more than $200,000 will save a lot
less as a percentage of their taxes paid,
at 2.2 percent.

Opponents of this policy want to per-
secute these taxpayers—I point to
those earning $200,000 and over—by
taking back their 2.2 percent savings.

At the same time, they would punish
these taxpayers, those under $50,000 at
the lower income level, by taking away
their 7.6 percent savings and punish the
seniors in the same tax bracket by tak-
ing away their 17.1 percent savings.

One cannot help but wonder, as we
are all concerned about senior citizens
having a decent opportunity to have a
greater retirement, one that is com-
fortable as when they worked, with a
chance to keep their tax savings at
what they are right now, and not raise
them or lower them anymore—but
raise their taxes by 17.1 percent?

This chart illustrates the relative
savings from reduced capital gains
taxes across the alternative minimum
tax levels. Now, here again, extending
the lower tax rates will give a bigger
percentage reduction in their tax bill
for taxpayers making less than $50,000.
Opponents of this policy want to per-
secute these taxpayers earning $200,000
and over by taking back their 7.6 per-
cent savings. But that also has a nega-
tive impact, then, upon lower income
people, people making $50,000 and
under, by taking away their 10.2 per-
cent savings. And they would punish
senior citizens in that same tax brack-
et of $560,000 and under, by taking away
their 13.2 percent savings.

Extending this tax policy, not cut-
ting taxes but extending existing tax
policy, will provide meaningful tax
savings to taxpayers across the income
spectrum. Lower income taxpayers will
save more than higher income tax-
payers when measured as a percentage
of total tax liability.

Extending the lower rates will allow
millions of Americans to keep more of
their money to spend or add to their
savings through reinvestment in the
economy rather than give it to those in
Government to spend for them.

Those on the other side describe the
capital gains and the dividends provi-
sions as applying to only a few high-in-
come taxpayers. The reality is re-
flected in the following chart. Take a
look at capital gains. I will not go
through every State, but in the State
of California, 839,616 families and indi-
vidual taxpayers report capital gains.
If you take a look at the dividend sta-
tistic in California, 2,053,398 families
and individual taxpayers report divi-
dends.

I will not take time to go through all
of these, but if you think the economy
growing at 4.8 percent, as Chairman
Greenspan says, is because of the tax
policies of 2003, and we have the econ-
omy growing, why would you want to
hit these families with a big tax in-
crease on capital gains and dividends?
Two million more families in Cali-
fornia is only one State. Why would
you want to hit them again? It seems
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to me in California you would want to
keep the economy growing, as we want
to keep the economy growing in Iowa.

We know that 7.5 million families
and individuals across the country
with capital gains are not all million-
aires, obviously. We know that 19 mil-
lion families and individuals across the
country with dividends are not million-
aires. These numbers are based on 2003
IRS data.

The Joint Tax Committee estimates
for 2005 over 21 million returns will re-
port dividends savings and 6 million of
the returns will be filed by senior citi-
zens. Nearly 12 million returns will re-
port capital gains tax savings with al-
most 4 million people who are senior
citizens. These families and individuals
are not millionaires.

Yet to listen to some on the other
side, all of these people are wealthy.
That false assertion is going to be re-
peated time and time and time again.
That false assertion in itself is their
justification for opposing this con-
ference report, putting in jeopardy
what Chairman Greenspan said is a
reason for economic recovery, there-
fore putting in jeopardy economic re-
covery and taxing all of these people
when this sunsets by taxes going up
automatically, because there will not
be a vote of Congress, by an increase of
33 percent. It does not make sense.

To sum up, my goal for this con-
ference was to produce a true bipar-
tisan bicameral compromise with both
bills. A compromise should accommo-
date the centerpiece of each bill, mean-
ing the House bill and the Senate bill.
That includes the AMT relief in the
Senate bill and the dividends and cap-
ital gains relief in the House bill, take
care of common extenders and maxi-
mize tax relief by using appropriate
revenue-raising measures. This bill
contains the cornerstone of each body’s
bill. It is conditioned upon an agree-
ment between the Ways and Means and
Committee and Finance to process the
extenders and other issues on later ve-
hicles. I believe the conference agree-
ment and collateral agreement on ex-
tenders is a fair outcome of the House
and Senate.

To make everything relatively clear,
I did not make up my mind to sign this
conference report until we had 6 hours
of negotiations with the House of Rep-
resentatives last Friday. Even though
we had an agreement on reconciliation,
I wanted to make sure there was some
understanding on what we were going
to have in the follow-on bill, every-
thing that could not be included in the
conference report. As I said, it is some-
what under negotiation, but I am satis-
fied we have enough of an agreement
that I can come back and say the
things that the Senate, for the most
part, is concerned about, that are very
basic to our economic growth, will be
included in a bill that will come before
the Senate shortly.

I yield the floor.

UNANIMOUS CONSENT AGREEMENT—S. 1955

Mr. BAUCUS. Madam President, in
consultation with the chairman of the
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committee, I ask consent that the fil-
ing deadline for the second-degree
amendments to S. 1955 occur at 3 p.m.
today.

The PRESIDING OFFICER (Ms. MUR-
KOWSKI). Without objection, it is so or-
dered.

Mr. BAUCUS. Madam President, I
begin by commending my good friend,
the chairman of the Committee on Fi-
nance. He is a great American. People
in Iowa are very lucky to have him rep-
resenting them. I know of no finer man
in the Senate.

I know Senator GRASSLEY sought to
defend the Senate’s position in the con-
ference committee. He is a proud man,
too. He wanted to do what is right in
defending the Senate’s position, but I
regret the conference committee could
not end up more like the Senate prod-
uct because the conference before the
Senate today is much different than
the bill that passed the Senate. It is so
different that I am raising questions as
to how much of the Senate bill we have
in the conference.

This past Saturday, Lillian Asplund
died. Ms. Asplund was the last Amer-
ican survivor of the 1912 sinking of the
Titanic. She was the last survivor with
actual memories of the event. Ms.
Asplund’s life reminds us that people
make choices, and those choices can
have significant consequences. Just as
much, the bill before the Senate today
reflects choices. Those choices will
have significant consequences.

Shortly after midnight on that cold
morning of April 15, 1912, passengers
started evacuating that doomed ship.
At the beginning, women and children
went first. But it was not long before
that rule gave way. Soon it became
clear that the privileged went into the
rescue boats first.

About that time, the most extraor-
dinary thing happened: Some of those
privileged and wealthy passengers de-
cided to give up their place in line.
They decided to let others go first.
Benjamin Guggenheim, the son of the
colossally wealthy mining magnet,
sipped brandy and smoked cigars in a
deck chair while the ship went down.

Today, on this bill, we see no such
valor, we see no such sacrifice. Rather,
in this bill, ideological wants push
their way to the front of the line,
ahead of America’s needs.

At the end of last year, 16,000 Amer-
ican businesses lost their tax incentive
to create high-paying research jobs for
American-based workers. But relief for
them did not make it into this bill.

At the end of last year, millions of
school teachers lost a small but signifi-
cant tax break for classroom supplies
they purchase out of pocket. But relief
for them did not make it into this bill.

At the end of last year, millions of
middle-income American families with
kids in college lost the ability to de-
duct tuition costs. But relief for them
did not make it into this bill.

These provisions—what some people
call the popular ‘‘tax extenders’—were
given second-class status. They did not
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make it into the lifeboat. And to what
did these popular, already-expired tax
provisions have to give way? We