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5 THE ECONOMIC AND BUDGET QUTLOOK

e —

Januery 1993

Table 2-4,
The Budget Qutlook Through 2003 (By fiscal year)
.. 1993 1994 199 1996 1997 1998 1999 2000 2001 2007 2003
In Billens of Dollars
Revenues 1143 1218 1291 1356 1474 1482 1540 1600 1664 1,733 1804
Qutiays
Dscrationary 547 539 533 554 559 584 500 618 5§33 650 c&8
Mandatory .
Sociat Security 302 119 138 381 368 388 403 420 43% 4% W0
Mod!cago 148 187 138 an 134 %9 158 316 50 139 432
Mudicaid 80 92 108 18 13 148 162 179 198 219 240
Civil Sarvice
ard Military
O&""""'"‘ . :; 1 g; \ ;1 7 ;: 79 a2 1 39 93 97
- 1 183 1 1 187 1 197 201 pUl |
Subtotai 70 TE6 466 313 dea ?'.3"5'% iTig 793 {I74 73682 Tas7
Ceposit inurance k] 10 11 -1 <14 -10 -9 .10 -10 -9 -9
Net interest 198 211 Pk} %0 N s ] 314 339 364 400 437
Ctfsetting receipts 55 -58 13 .73 .78 78 41 -84 -47 -9t -394
Towt 4453 - 1807 185 1543 1,733 1839 1,943 2085 2978 2312 .48
Daficit 310 N 4 7 ERL ) 57 404 455 513 79 653
Deficit Excluding
Depotit Insurance 307 pi 7] 73 i 333 k! 7 413 485 £23 549 (1} ]
DebtHeidbythe Public 3,290 3585 3874 4169 448 4843 3275 5739 6261 6450 7512
As 8 Percantage of GOP
ﬂ Revenues 125 147 148 188 &7 188 188 187 w7 17 187
Qutiays
Discretionary | % ] 13 79 7.7 75 74 73 12 7.1 1o 6.9
" Mandatory
Sacial Security 49 49 49 49 49 49 4.9 'y ] '} | 49 5.0
Madicare 4 6 7 rx ] 31 313 38 37 19 42 4.5
Medicad 1.3 1.4 1.5 16 1.7 1.9 2.0 FR] 2.2 24 2.5
Civil Service
and Military
Retirement 10 1.0 1.0 1.0 1.0 1.0 1.0 1.0 10 1.0 1.0
Other 7 . s . . y
Deposit insurance a 0.1 9.2 4 4.2 9.1 0.1 4.1 Q.1 4.1 0.1
Net intarest 32 12 14 18 3s 3.2 18 40 41 43 a5
Total 35 132 10 28 138 234 3.7 WA %] 48 %54
Deticit 5.0 4.3 4.1 40 42 4.5 4.9 53 1 ] $2 [ % ]
Deficit Excluding
Deposit insurance 50 4.3 40 4.0 4.4 47 5.0 54 5.9 4.3 49

DabtHekd bythaPublic 533 351 343 7% 594 10 444 672 703 7 M8

Publishec By THE BUREAU OF NATIONAL AFFAIRS, INC., Washingion, D.C. 20087
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IMPORTANT DATES IN FISCAL 1994 BUDGET PROCESS

DATE

Jan. 13-14

Jan. 20

Jan. 21

.,..n 2%

Feb. 1

Feb 10

April 13

Julyv 15

Aug. 13

Aug. 20

Oct. 1

10 davs afier end of session

13 davs after end of session

45 days after end of session

ACTION

New Congress convenes: President Bush expected to submit a budget package 1o
Congress

Senate Governmental Affairs holds confirmation hearings for OMB Director-desig.
nate Rep. Leon Panetta 1D-Calify

Presidential Inauguration

President required to noufv Congress of opuonal adjustmnent to maximum delicit
amounts for FY 1994-93

Anticipated release of CBO's Economic and Budget Outlook for FY 1994-98

Statytory deadline for President's budget submiasion and OMB's FY 1994 sequesira-
10N preview report

Anticipated release of CBO's annual publication on deficit reduction options
Statutory deadline for adoption of the congressional budget resolution for FY 1994
OMB submits mid-session budget review

CBO submits FY 1994 budget update

OMB submits FY 1994 sequestration ypdate

Fiscal 1994 begins

CBO submits final FY 1994 sequestration of report

OMB submits final FY 1994 sequestration report; president issues any necessarv
sequestration order

GAOQ submits compliance report
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Joint Committee on Taxatlon

May 4, 1893
JCX-2-93
PRELIMINARY
ESTIMATED BUDGET EFFECTS OF THE ADMINISTRATION'S REVENUE PROPOSALS
CONTAINED IN THE FISCAL YEAR 1994 BUDGET (1)
Fiscal Yoars 1394-19398
[Mikions of Dollars}
Provision Efiective 1984 1995 1996 1997 1998 1994-98
L. REVENUE-RAISING PROVISIONS
A. individual income and Estate and Gt Tax Provisions

1. Increase tax rates paid by high-income individuals (2)....................... 111793 25837 17288 20.37Y 24509 26,3514 114,455

}a] Add lourth bracket at 36% rate for laxable income over

$140,000 (joint), $127.500 (head of household), $115,000 (single).

jb.] Impose a 10% sustax on reguiar laxable income aver

$250,000 (not applicable 0 capital gains). jc.] increase minimum

tax rate 40 26% for AMTI of lass than $175,000 and 28% for AMT{

over $175,000; increasa AMT! exemption 1o $45,000 (joint) and

$37.500 (single). [d.] Extend emized deduction Emitaton and

personal exempbion phaseout scheduled to expine for 1996 and

1997, sespectively.
2. Rapeal Heakh insurance (Hi) wage base cap (3)...............cveeeee..... Ho4 *2,750 6,030 6,374 6,808 7.200 29,161
3. Reinslate lop ostale and Qi tax rates al 53% and 55%.................... 1/1/93 475 512 553 598 - 647 2,785
4. Reduce deductible portion of business meals and entartain-

ment rom 80% 10 50%. .. 1/1/64 1,839 3,154 3,315 3478 3,636 15.420
5. mmumm 1184 134 229 239 250 261 1112
6. Demdewctmiovexmpayovuh mllion 1/1/84 43 56 59 78 108 345
7. Reduce compensation that can be laken into aomunl lot '

purposes of bonelils and contributions under mahhadrmenm

plans to $150,000 in 1994 (1993 cap is $235,640). ... e s 11794 174 542 555 556 556 2383
8. Disallow nnwuaxpensededtmnbrmalsand realestaie

expensas... 17194 36 a62 asi 407 442 1.627
9. Increase laxable pomon ol Soclal Secunly and Hallmad

Retiremant Tier 1 benetils. .. 1/1/94 2,859 6,104 6,891 7.683 8.462 3t.998
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THE WHITE HOUSR
VARTNGTON
April 23, 1993
Mandars of the Advertising
Tex Coalition
Suite $10
1103 peensylvania Avenus, N.¥.
, D.C. 20004
Dear Triands:
Thank you for writing and for sending
Shoughtful ARAIYELS of the effect of advertisl
cost dsduction "
In the sccnomic packige I e
Conqress, T included ousereus ions that
investasnt, creats sconoale
. " Mandu sake ABerican Business mers
eqctiun in global econcny.

currently I an not planning to propoes
wlmeonlznym ’mmm
dadustions. Bowvever, :mnu hearing
mlmmtlh

sincerely.,

f - - Recaived Mo May, 3 00:530 Prln‘t Tize My, 3 11:850
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April 15,1993

o Amatin

AMSIRON Alecionon uanqw
ALICOITTION ‘

ABbaiNign of Natendl Atvrting,
Kt KawIESa8! AOGaNen
MOwIDEDW AMDANAS &7 LTt
Vallaw Mot ADinnet ALe O

Amanann Advenuing et onon
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Me. Prasident
Apri] 15, 1993
Page?

Governmaent Dost Not Endarze Every Advertisad Product

Mcreaver, it 18 foclish 1o slaim, as some do, tat the government gives its inmrinaer
svary praduct or svice that any busines, sdvertises. This view g uﬁm:t tha ®
Businass expénsa daduction for adverdiin; cosis reprasenu A F t endorsement of

breglefe3t ceredls, automobiles, family resiauranz:, airkne & i dwer '
ety ¥y TUPARILL, ANG evely other advertiged

_Last year, the Senate defeamd an arnengmest $6-15, which would nave limised the
deduction for the oot of tobacco wivertising ang mareeting, The debate an that amendmens has
lnvited o pazaca of propolals w Wk ather forms of speech Bial offend didfarsnt gToups = & vivid
rﬂw‘m the reasan 3:3. Hemin on bipacco‘ldvgmml hg:cﬂuul rq:m?nt thafrutmmp on g

slippery dope. Eoup now is aakang o impose the same of limits on alsshe]
advertiaing da:ﬁdmm?'ln‘gmpm m :n c&ﬂfm More m"?;ﬁ ai:ﬁa of the
pharmacaydea! indusey advocasd mumrem&n rmanufactarees
doduct us & business ©Xpente a2 002 fedponse (0 Incrodscd produst markedng coss. . b

Targeting Produsts for Tax Punishment Undermines Freedom of Spesch

I the faderal government can deay. oa a sslactive Segis, the dusinest axpenss dedecl
Wuﬂnmnﬁ:%uaﬂ%mﬂw&ww&u
whﬂaﬁdﬁﬂmdmw%hmdhmmﬂndw

Such & policy will not sop with whecoo produst, tlecho! praducts. childeen's advardsing,
!iunmmnﬁuﬂnuﬁw .guu ’B.iwmxh
§ mmumﬂ;‘ﬂdﬂmdmummm
We firmly baliave that it ie both unwisc 1ad unconsimtiona! wo anempt o butinass
expanse deduction of advartlaing fot tpecific products, Decause it dagias ot s formof
sposch And, beesise &f its canmnt, sempn 10 it Moreover, we are in that view
by both the American Civil Liberties Union and the Washingeon Lagal Fogndazion, slong with &
number of consttutiang] schelars

S adwertaing helped asiablish the ecanomic and palidesl
of5a Cenary ' Lpd v -~ independence

ﬂsm Rave remeined lixie mare fia newilattan for utban poliileal
Wmmmmndeunmwm

Y
¢

theais mainiain ©adr independence.
Adveriaing not aaly ks e the indapendance of the Amariags madia, it Ma
mmma«d‘:‘{. m?mmm,nmdmmmmm«un

broad of fich
WW,MMM: rangs of compsting viewpaint and &
Man

m;uzmmmm.ummummﬂmhnm
rudia Suties bant. fovead 10 ¢l bstantally eut thelr oparagisny, bacins
ofa indvtg‘d:lmm rs::;'::r‘?wmdm

mn

E
z
§
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Mr. President
Fage 3

w.Wyeuinmmmtmnujmmyﬂmwuldw sther
commarcial spesch. We weuld weleasns the opporuaity 10 discuss thege I.nL'-‘ fomof

" dirwedy,
Kespesglully.
[prlise  rapht ol o L0
Wallacs . nyder Denald 0. Kummerfeld
mum. Fodersden ViAgasins Pubiichery of Armarice
Hat A b | RiwiO.Fim .

° . Q;&Nm‘é. , hﬂ’&w{

o-wu.m:: Praak W. Qermad
m«wm mh"'snmmm
B«J«. f%‘*"’i« | 05 et
o Sreiacs e et Raacucive Olfont
Diret Mekatng Asocladon ' Newpeper Assecission of Amurics
AW A -Q—
€ Manly _ James C. Legan, Jr.
Mﬁm«m Yallow Pages Publichars Associstdon

)
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CROCERY WANUPACTURERS Of AMERICA

MEMORANDUM

TO: GMA Washington Reprasentatives
GMA-WRC

FROM: Mary Sophos
Senior Vice President, Government Affairs

DATE:  April 20,1993

RE: Advertisiag Tax Coalition Hill Meetings

The Advertising Tax Coalition is in the process of setting up grassrocts meetings with
targeted members of the Houss Ways & Means sd Senais Finance Committess. These
office visits will be arrunged on Mondzys and Fridays to coincide with the Members’
district schedules. If you are interestad in pardeipating in moy of these mestings, please
complets the information below and return 10 my office by fax (202) 337-4508 as s000 28
possible. Note: the mesting with Mike MoNulty has been scheduled for Friday, April
23nd.

O CoutieRungei ONY)
O  PoeSuekDCA) v
O HuoldFad@-TN)

O JdmLews@©0A)
O LewisPayme(D-VA) 1\
@ Risberd Newl O-MA)
n

/ﬁi&h‘m\?__‘
T MMy 00 N Oheiy e hepe

———
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LEO BURNETT COMPANY, INC.

QFFICE MEMO
confidentia])
April 22, 1993
TO: Mike Brealin - 34 Michael Conrad - 22
Tom Dudrack - 19 Rick Pizdale - 22
Roger Haupt - 22 Jim Jenness - 25
Bill Lynch - 22 Jim oates - 22
Karry Rubia - 22 Jack Smith - 22
Ella strubel - 22 Pata Volz - 13
ce: carolyn Daniels - 34 Kathy Ring - 34
Judy Pyka - 34 Patty Siebert =~ 34
FROM: Carla R. Michalottil - 34

Re: Meeting with Representative Daniel Rogtankowski (D—IL)

Con behalf of tha'Chicago Advertising Federation, we <cordinated a
meeting with Chairman Dan Rostenkowski on April 1%, 1593 at tha
offices of Helene Curtis.

In attendance at the meeting were representatives of leading
Chicagoland advertisers, agencies and media. Praesent were:

Ron Gidwitz, President & CEO of Helene Curtis Inc.
Irv Koppel, Director of Government Affairs, Helene Curtis Ine.
Jea Cappo, Vice President and Group Fublisher, Crain
Communications, Inc.
Jim Oates, Chairman, Lac Burnatt U.S.A.
Tom Buerger, Midwest Sales Manager, Sports Illustrated
Kathleen Spear, Vica Praslident & Deputy General Counsel, Kraft
General Foeds
Stave McNeely, President, Patrick Media Group, Inec.
Jeff Dixon, Senior Vice President of Public Affairs, Patrick Media
Group, Inc.
Clark Hine, Vice President of Advertising and Marketing
Comnunications, The Quaker Oats Company
carla Micheletti, Senior Vice President and Directer of
Governmant Affairs, Lao Burnett Company, Ine.

The neeting lastsd for over an hour and a half. Key arguments in
opposition to changing the tax treatment for advertising expensas
were pressntad. Particularly emphasized vas the fact that
according to the Pannar Lilley study the Chicagoland area would
stand to lose more jobs than any other commercial csntar if the
tax treatment of the advertising axpenses were to be changed.
Chairman Rostenkowskl sesmed surprised to hear that Chicago
(rather than Madison Avenus, New York) has mors jobs potentially
jeopardized if lsgislation affecting advertising were imposed.
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Qur group was able to successfully pregent the arguments
supporting the importance of advertising. We explained that
advertising is the necassary fuel to help make the economy grow,

The bottem line: Chairman Rostenkowski understood the issues,
appreciated the audience and asked twice whether averyone in the
room was really from Chicage. He seemed somewhat surprised and
pleased that everyone was from the Chicagoland arsa, He also
seemad surprised to learn that Chicage was the economic centar of
advertising for this country. He told us that he would "help
us®, He told us that he had not heard anything about any
proposals to change the tax treatment of advertising expensaes. At
some length ha encouraged us by saying that he was fot hearing
much about such proposals. We teold him that certainly he would
know more than us and that's why wea needed to talk t¢ him as our
representative in Congrass.

The advertisers in the room each expressead concezrn about any
category specific propesal regarding tax deductibility. Although
such propesals may be pharmaceutical, tobacco or alcohol specific,
the concern was expressed that to the extent such legislative
attempts would be precedent satting, such efforts may quickly be
expanded to reach other advertising categoriass.

We discussed the benefit advertising has on nedia growth, and the
importance of advertising to manufacturers in order to intreduce
naw products and encourage product innovation in the marketplace.

In summary, thers was a very positive atmosphere in the room. We
ware encouraged that the Chairman reportad that he had not been
lobbied by either sida about changing the tax treatmant of
advertising axpanses to datas.

The most ominous comment from the Chairman was about the reality
of his role. He is in fact, according to him, a "revenue raisaer".
As he said {t, "I'm the gquy who pulls the widow sut of the house.
And, if in fact "the winds changs® and that "it" becomes part of
the "recommsndation”, then he perhaps could do nothing about it.
But, 5o far he said that he hasn't heard anything and he dcesn't
expect to hear anything.

Wea discussed the Moran and Harkin bills at some length; ha
seeningly was unawvare that they had been intreduced. we told hinm
that Senator Dolae had besan rather ominous at the AAF nesting about
the battle which the advertising industry would face this year
ragarding ad tax deductibility. He said that Sanator Dols is very
good at "throwing in a bone when he's trying to protact his cwn".
Senator Dole is much mers cencerned about deing avay with the
lusury tax; thus, parhaps, Dole is ralsing the concarn lavel about
ad tax deductibility.
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We met in ona of the conference rooms atop tha Helens Curtis
headquarters. The room i3 walled on three sides by windows - all
of which were open to a great view of the Chicage river and
skyline. The quote of the mesting was from Clark Hine of Quaker
Oats who said: "Look over my shoulder Mr. Chairman. All of those
buildings are namad after great advertisers." And, sure encugh,
in a row starting with the Helena Curtis building in which wa sat
were the Quaker Cats building, the Leo Burnett building, the
Wriglay building, the Sun-Times building, the Tribune building,
the Time Life building and the NBC Tower. It was a great visual
and dramatic demonstration of exactly the importance of
advertising to the city of Chicage.

The meeting was very positive and well received by both sides.
Since the Reeting, I've talked to saveral peopls who were in

attendance. They all thought it went as well as could ba
sxpscted.

S$hould anyone have any questions, pleass don't hasitate te call.

/ Carla R. Michalotti
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BAXTER INTERNATIONAL

E.I.du PONT - " |e - » - » -

EMERSON ELECTRIC CO.

GENENTECH, INC, .

GENERAL ELECTRIC CO. e |olefofe|wfolefo]o|a[wie|a|e[eialeleslslslslsls

GENERAL MILLS . - . . a[wfe

GENERAL MOTORS CCORP. o o le [-] o -] -

GRAND METROPOLITAN

HALLMARK CARDS, INC,

HEWLETT-PACKARD CO. - [ K . - *le . . - [

HONEYWELL, INC. . [ . ]

XIBM CORPORATION LR . [ -

KELLOGG COMPANY

LEVI STRAUSS & CO.

MERCK & CO. - NERERD [ ' i) . . le e e lfals .

3IM COMPANY

PEPSICO, INC.

PHILIP MORRIS CO. ™ A - . al|e PY

| PROCTER & GAMBLE . [ . . - . - - . o

QUAKER OATS CO.

SARA LEE CORP.

WESTINGHOUSE

+ pefinite Contact

o Possible Contact
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COMPANIES THAT HAVE AGREED TO SUPPORT THE BILL

company

ANHEUSER BUSCH
DOW CORNING
EMERSON ELECTRIC
GENERAL ELECTRIC
GENERAL MILLS

GENERAL MOTORS
HALLMARK
HEWLETT-PACKARD
HONEYWELL

IBM

KELLOGG
MERCK

M

PHILIP MORRIS
PREMARK

PILLSBURY
PROCTER & GAMBLE
SARA LEE
WESTINGHOUSE
TEXTRONICS

[F THE 4-PART TAX AMENDMENT IS ADOPTED
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April 22, 1lg23

The Honorable Dan Rcstenkowski
Chairman

Committee on Ways and Means

1102 Longworth House Qffice Building
Washington, D.C. 20515

Dear Mr. Chairman:

The undersignad companjes fully share the President's twin
objectivaes of a lower federal budget deficit and a more
productive economy. We balieve that a well-ordeared
corporate income tax is ilmportant to the achievemant of
both cbjactives.

The signatorias have for many years advocated that thae
corporate income tax should have the broadest possible tax
basa and the lowvest possible tax rate. The grsat majority
of tax sconomists and practiticnars in the United States
baliava it as wall. Tha broad-base and low-rate principlae
is the organizing principle of federal corporate tax law.
It is how the government gets the best results from its
corporate tax policy, whether judged by economic
afficiency, equity, or adainistrability.

We urgs the President and Congress to be stsady about
keeping a broad-base, low-rats corporate income tax. An
increaszed corporate tax rate to pay for an investment tax
credit would ba a regression toward the broad-lcophole,
high-rate system which Congress repudiated in 1986 as
aconomically inefficient, unfair, and complex. We believe
that the current corporate tax rates should be maintained
and that the proposed investment credits should be
withdrawn.

Gongressional Intent: The 1986 Act

The current structure of the corporate income tax was
anacted in 158§, after 18 months of Congressional inquiry
and dabats that resulted in the Tax Reform Act of 1586 and
a corporate income tax increase averaging $30 billion per
year. -
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What did CQngfess think it was achieving? The House

Comnittee on Ways and Means gave this comprehensive
explanation:

"To correct the many problems of the present tax system,
the committee believes that it is of utmost importance to
reduce marginal tax rates. Lower rates reduce the tax
burden on many taxpayers, the predominance of tax
considerations in business and perscnal decisions, and the
bias in favor of consumption over saving. The goal of
lower marginal rates can bast be achieved by reducing and
eliminating inefficient subsidies and unintended
preferences in the Code. By closing loopholes and
eliminating abuses, this bill helps ensure that no
individual or corporation will excessively transfer tax
burdens to other taxpayars by manipulating the tax systen.
The bill contributes greatly to improving the equity of
the tax system and the efficiency of the economy, without
altering the total tax revenues collectad."

The Senate Committee on Finance was more pointed:

"The current tax system intrudes at nearly svery level of
decision-making by businesses and consumers. The sharp
reductions in perscnal and corporate tax rates and the
elimination of many prefersnces will directly remcve or
lassen tayx considerations in business and consumptions
decisions. Business will be able to compete on a nore
aqual basis, and business winners will be determined more
by serving the changing needs of a dynamic sconcmy, and
less by reaping the subsidies provided by the tax code.™

Wby Corporate Income Tax Rates Matter So Nuch

* The coxporxate income tax is a tax on investment
rsturns. The nation's econcmic welfare in the future
depends on the investuments that we maks today. Raising
the tax rate on investment returns will mean less
investaent, less employment, and less improvement in
living standards than otherwise would occur.

WesSLvLL02
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* Ihe corporate income tax is a double tax. Returns to
equity investments in corporations are taxed twice=--once
at the corporate lavel and again at the perscnal level
when dividends are paid or stock is soid. The U.S. is the
only major industrialized country that does not mitigate
this double tax, which can be more than S0 percent.
Raising the income tax rate would levy an even steeper
double tax on investment returns in the U.S.

. I te | ! ! {11 inevitably i

gome.--This was the very tax structure that Congress
worked so hard to he rid of, for reasons quoted above.
That high tax rates are the economic and political fuel
for special tax preferences or "incentives® is simply a
matter of record. Indeed, the Administration's own bhudget
proposal contains an investment tax credit--avajilable only
to certain businesses that buy certain kinds of property
during a certain time period--to counteract the anti-
investment effects of higher tax rates.

* w

.==Humersus countries cut
their corporate income tax rates in response to the lowar
U.S. rates enacted in 1986. If wa were nov to raise our
tax rates and others followed with highar tax ratas too,
worldwide taxes on investment returns to U.S.-based
companies would go up by more than any gain to the U.S.
Treasury. In that case, investors in foreign-based
companiaes would ba less affected bacausa of corporata
integration mechanisms that the U.S. does not have. On
the other hand, if ocur competitors do not follow our
higher rates, then the U.S5. itself would become a less
attractive site for investaent.

* Arbitrage? For a while, a theory of “arbitrage* was
circulating to the effect that the corporate income tax
rate must go up, for tachnical reasons, if the top
individual income tax rate wars increased. Othsrwise,
unincorporated businessss would recrganize as corperations
in order to enjoy an apparently lower tax rate. The
"arbitrage” theory has died out, hcwever, because it lacks
realism. As noted above, incorporation is generally the
ticket to doubls taxation, not to tax savings. Because of
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double taxation, eguality of the corporate and individual
income tax rates is a false harmony that is not required
tor technical resasons of sound tax policy.

Du Pont Company

Emerson Electric Company
Ganentech, Inc.

General Electric Company
General Mills, Inec.

Hallmark Cards, Inc.
Honeywaell, Inc.

IBM Corporation

Marck & Co, Inc.

3M Company

PepsiCo, Inc.

Philip Morris Companies, Inc.
The Pillsbury Company

The Procter & Gamble Company
The Quaker Oats Company

Sara Lee Corporation
Westinghouse Electric Corp.
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WHY NOT INCREASE
THE CORPORATE INCOME TAX RATE?

guestions and Answers

tia 1 Piscal Importance of Corporats Tax

Aren't corporations getting off easy? In 1991, corporate
income taxes veres just 9.3 percant of all federal rsceipts

and wveras only 17 parcent of all federal income tax
eollactions.

Answver: The federal tax is tougher on corporate income than jt
According to statistics available from the Bureau of Commerce for
the latest year, corporate profits in 1991 were only 7.6 percent
of tha national income, including wages, rants, interest, and so
on. Compared to tha case in which all types of income would be
taxed at thae same rate, the actual tax system collects more than
two times too much from corporate income. Said again, corporate
profits are only 7.6 percent of naticnal income, but federal
income tax on corporate profits ars 17 percent of federal income

taxes (corporate plus individual).

Question #2: Shars of budget receipts

If corporats inccme taxes are so high, why are they only 9
parcent of faderal revenue? They were 22 parcent of federal

receipts in 196S5.

Answer: The effactive rate of federaj income taxation at the

recent years, fedsral income taxes at the corporata lavel took 33
percent of all corporate profit. That's nearly the same
percentage as in the mid-1960s (36 percent), after which it has

fluctuatad betwesn 25 percent and 48 percant.

Even though federal corporate income taxes are about as stiff as
they wers in the mid-1960s, they ars a lessar parcent of total

tederal receipts for twg main reasons:

* The very rapid
which are paid by business ewployers: and

-=half of

»
(possibly as a reaction to double

taxation). In fact, to get corporate income taxes
collections up to 22 percent of all federal receipts
would now require a corporats incoms tax rate that is

wall over 7% percent.
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Quastion #3: Comparisons witk Recent History

Why the excitsment over the proposed 36=-percent rate? Not

very long ago, the corporats income tax rate was 46 percent
until it was reduced by the Tax Reform Act of 1986.

Answver: to i a 4= t

Today's tax ig 3 tougher tax at a 34-percent rate than
wag the early 1980s tayx at a 46-percent rate. Specifically, the
latest report on corporate tax rates from the General Accounting
Office says:

"The average U.S. effective tax rate for the companies GAO
reviewed increased from 18.6 percent in 1986 [when the
statutory tax rate was 46 percent] to 32.9 percent in 198%
(when the statutory tax rate was 34 percent]."

The pre=-reform corporate income tax system had impressively high
"advertised" tax rates. But tha pre-reform corporate tax base
was so perforated by special exemptions, deductions, and
investment credits, that the high advertised rats didn't apply to
a lot of income.

Tax reform fixed that in 1986. Even though the advertised rate
was lowered to 34 percent, the tax base was broadensd so much
that the 1986 Act increased corporate income taxes by $120
billion over a 5-year period, according to the Joint Committee ¢n
Taxation.

Questjon $4: Equity

Why should corperations comtinue to pay only a 34 percant
tax rate, when the President vants wealthy individuals te
pay a top tax rate of nearly 40 percent on their income?

Anaver:’ The total amount of federal income tax that is
typically collected when a corporation sarns $100 is pow over
$§50. Sesking "equitable contributions® from everyone is neo
reason for raising the corporate income tax rats, because

alreadv.

The reason that the federal government now collects an out-of-
the-ordinary amount of tax per $100 of corporate income 1s gdouble
taxation. Of the $100 that is earned on behalf of an individual
shareholder, $34 is taken away in corporata income tax; and when
the remaining $66 is paid as a dividend, another $9.%0 to $20.46
is taken away in individual income tax (depending on his or her
tax bracket). That's a total income tax rate of 43.9% percent to
54.4 percent under presant law.

G¥ZsLyLLOT



inco would go up to &61.3 perce due to hj individu and
ce income ¢ t

astio $ International comparisons

Ho¥ can our corporats income tax rate be called high by
international standards? Aren't the statutery corporate
incoma tax rates in Germany and Japan higher than ocurs?

Answver: If the President's proposal goes through, the
"advertised" corporate income tax rates in Japan (37.5 percent},
Germany (36 percent), and the U.S. will be very close. But the
v . : ; 3

ve w

The reason is double taxation. We have it. Other countries
don't have it or they have found a way to abate it. That
includes Garmany and Japan.

Question #6¢: Progressivity

Back to fairness. If the corperate income tax is really a
tax on individual shareholders, isn't it a highly
progressive tax? The conventional wisdem is that very rich
pecple own most of the stock.

Anawar: According to analysis by the Congreassional Budget
Office,

population as a proportional tax, not as a progresgive tax.
Yes, less-well-off families own less stock. But their corporate-
source income is generally as important realative to other kinds
of income as it is for more-well-off families. As a result, CBO
finds that the corporate income tax takes=-

* The same percantage of income (1.6 parcent or 1.7
parcent) from 60 percent of the population:; and

* Nearly the same percentage of income (1.0 percent to
1.7 percent) from 90 percent of the population, with
only the richest 10 percant paying a notably diffarent
proportion (4.7 percent).
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Dear CORT member:
We need your help.

Attached {s a letter to Secretary Bentsen we helped
draft for Congressman Peter Hoagland (D-Neb.). Congressman
Hoagland, after discussing the Administration's royalty
proposal with representatives of Kellogg Co. and others, is
prepared to send this draft to the Secretary, provided that a
"critical mass" of Ways and Means Committee Members join him.
We think a critical mass is about 10 signatories, of which at

least 6 myst be Democrats.

The Hoagland letter comes at a very important

Juncture. The efforts of CORT and cthers have tagged the

. royalty proposal as one of the most controversial parts of the
Administration's package. Ways and Means is expected to mark-
up the package in early May. Congressman Hoagland wants to
gather the signatures and send the letter to Secretary Bentsen
by the end of next week. If we help the Congressman meaet his
goal, he also may follow-up this letter with a "Dear
Colleague" letter to the entire House of Representatives.

This letter could help persuade the Administration
that this is one fight they don't need. It is important that
you promptly contact Ways & Means Committee Members to urge
their participaticn in this effort. Interested Committee
Members should contact Congressman Hoagland or his assistant,
Roger Blauwet, to sign-on.

When you speak with Members and staff about the
Hoagland letter you can tell them that the language is not
cast in concrets. Congressman Hoagland is looking for
suggestions, particularly if a change will bring additional
Committee Members on board. You also can tell Members and
staff{ that Congressman Hoagland is mindful of the importance
of keeping Chairman Rostenkowski apprised of his efforts and
has taken steps to do so.

8V25L11207



SIVINGTON & BURLING

April 14, 1993
Page Two

The Hoagland letter won't happen unless members of
CORT beat the bushes for support. Ways and Means Committee
Members and their 3taff need to be contacted immediately to
meet next week's deadline. In order that we coordinate our
efforts, I would appreciate your letting one of us knew whom
you have contacted.

Thanks for your help.

Sincerely,

R

Ronald A. Pearlman

Attachment
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April 21, 1593

The Bénorable Llsyd destsen
Secratizy of the
Dapartrant

of che Treasucy
1300 Psnnsylvania Ava., ¥.W.

Maskingtes, D.C. 20330

Dear facratasy lentsen,
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HOUSE WAYS & MEANS COMMITTEE MEMBERS

DEMOCRATS
(Listed by Seniority)

Dan Rostenkowski, Chair
Sam M. Gibbons

J.J. Pickle*

Charles B. Rangel v
Fortney Pete Stark
Andrew Jacobs, Jr.
Harold E. Ford

Robart T. Matsuiw.ryml
Barbara B. Kennally.Jml
William J. Coynew
Michael A. Andraws®
Sander M. Levin
Benjamin L. Cardin
Jim McDermotts

Gerald D. Kleczka v
John Lewis*

L.F. Payne*

Richard E. Neal

Petar Hoagland+
Michael R. McNulty+*
Michael J. Kopetskiw
William J. Jefferson+
Bill K. Brewstesr®

Mel Reynoldse

REPUBLICANS
{(Listed by Seniority)

Bill Archerv, Ranking Minority Member
Philip M. Crane*
William M. Thomas*
Don Sundgquiste
Nancy L. Johnson*
Jim Bunning*®

Frad Grandye

Amo Houghton+®
Wally Hergert

Jim McCrexy v

Mel Hancock®*

Rick Santorumv
Dave Campv

+ Signed letter to Secretary Bentsen
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May 3, 1993

COMMITTEE ON ROYALTY TAXATION

The Substantial Increase In Foreign Source Royalties Since 198§
13 Not Attributable To The 1986 Corporate Tax Rate Change

In a briefing paper, dated April 14, 1993, the Treasury
staff states that the 13986 reduction of the corporate tax rate
"created incentives for [many U.S.] * +# * companies to generate
low-taxed {or untaxed) royalties lncome."” The paper cites
increases in royalties since 1985 as evidence that taxpayers
"responded to those incentives."

CORT members think the Treasury staff assertion is
incorrect. Rather, the following factors explain the increase In
royalty volume:

¢ International business growth - Royalties typically
are calculated as a percentage of revenues; increases
in revenues earned by foreign affiliates results in
increased royalties payabla to the U.S. parent.

U.8. companies, encouraged by their government, have
aggressively expanded overseas markets. Thus, overseas
service activities have increased significantly,
resulting in increased royalty payments. ¥all Street
Journal, April 21, 1993 at 1, col. 6. Likewise,
computer software royalties, which reprasent a large
porticn of royalties payable to U.S. companies and
generally are higher as a percentage of revenues than
royalty rates for other intangibles, have experlenced
tremendous growth since 1986,

e Aggressive enforcement of intellectual property
rights, a weaker dollar and the "unblocking” of royalty
payments by foreign countries.

¢ 1986 Act (Section 482) commensurate with income
standard - As a result of the 1986 Act, U.S. companies
are required -~ indeed forced in some cases by IRS audit
adjustments ~ to increase royalty charges to their
foreign affiliates. These increases are not the result
of tax planning; they are the result of tax compliance.
Moreover, as recognized in 1986, bhecause royalty
payments generally are deductible abroad, they actually
may enhance the U.S. tax base by reserving more of the
pre-credit U.S. tax on foreign earnings than is the
case with dividend payments. Staff of the Joint
Committee on Taxation,

Reform Act of 1986, 866 (1937).

Attached is a summary of reasons for increased royalty payments
to several members of CORT since 1986.
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received shall be increased by the amomnt deter-

mined under this subsection as in effect on the day

before the date of the epactment of the Revenue

Reconcilation Act of 1993."

{2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply tc taxable years begin-
ning after September 30, 1993,

PART O—ALLOCATION OF RESEARCH AND EX-
PERIMENTAL EXPENDITURES; TREATMENT
OF CERTAIN ROYALTIES

SEC. 2311 ALLOCATION OF RESEAERCH AND EXPERI-

MENTAL EXPENDITURES.

(a) GENERaL RULE.—Paragraph (1) of section
864(f} (relating to allocation of research and experimental
expenditures) is amended by striking subparagraphs (B)
and (C) and inserting the following:

“(B) In the case of any qualified research
and experimental expenditures (mot allocated

under subparagraph (4))-—

“(i) to the extent such expenditures
are sttributable to activities conducted in
the United Statas, 100 percent of such ex-
penditures chall be allocated and
apportioged to income from sources within
the United States and dednctad from such

GGZeiv.LL02
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income in determining the amount of tax-
ahle income from sources within the Unit-
ed States, and
“(ii) to the extent such expenditures
are attributable to activities conducted out-
side the United States, such expenditures
shall be allocated and apportioned on ths
basis of gross sales.”
(b) CONFORMING AMENDMENTS,—
(1) Subsection (f) of section 864 is amended by
striking paragraph (5) and inserting the following:
“(6) ReaULATIONS.—The Secretary shall pre-
scribe such regulstions as may be appropriate to
carty out the purposes of this subeection, including
regulations relating to the determination of whether
any expenses are attributable to activities condncted
in the United States or outside the United States

and regulations providing such adjustments to the

_provisions of thia subsection as mxy be appropriate

in the case of cost-gharing arrangements and con-
tract vesearch,”

(2) Subparagraph (D) of section 864(f)(4) is
amended by suriking “‘subparagraph (C)” snd insert-
ing “subparagraph (B) or (C)".

9929“74103
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| (¢) EFFRCTIVE DATE.~~The amendments made by
2 this section shell apply to taxable years beginning after
3 December 31, 1993.
4 SEC, 2313, ROYALTIES TREATED AS PASSIVE INCOME FOR
3 PURPOSES OF SEPARATE APPLICATION OF
FOREJIGN TAX CREDIT.

(8) GENERAL RULE.-—Subparagraph (A) of section
904(d)(2) (defining passive income) i amended by redes-
ignating clauses (ifi) and (iv) as clauses (iv) and (v), re

o 00 ) h

10' spectively, and by inserting after clause (i) the following

11 npew clause:

12 “(iii) INCLUSION OF ROYALTIES.—Ex-
13 oept as provided in clause (iv), the term
14 ‘Mz income’ inchides~

13 “(T) any royalty in Tespect of any
16 intangible property described in sec-
17 tion 936(h)(3)(B) (whether or not the
18 requirements of paragraph (2)(A) or
19 . (3)(A)(H) of section 954(c) are met),

20 and

21 “(IX) any other payment for the
2 use of, or for the right or privilege ta
23 use, any intangible property so de-
24 scribed and any payment made in con-
25

sideration of a sale or other dis-

16251¥L.0C
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position of any such intangihle prop-
erty to the extent that such payment
is contingent on the productivity, use,
or dispesition of such property.”

(b) DETERMINATION OF WHETEER ROYALTIES ARE
HicH-TAxED INCOME—Subparagraph (F) of section
904(d)(2) is amended by adding at the end thereof the
following new sentence: “For purposes of this subpara-
graph, all items of income described in clanse (i) of sub-
paragraph (A) shall be treated s 1 item of imcome.”

{¢) LooE-THRU RULES NOT APPLICABLE T0 CZB-
TAIN ROTALTIES~—Faragraph (3) of section 904(d) is
amended by adding at the end thereof the following new
subparagraph:

“(J) LOOK-TERTU RULES NOT APPLICABLE
TO CERTAIN ROYALTIES.—For purposes of this
paragraph, the term ‘royalty shall not include
any ropalty in respect. of intangihle property de-
‘ scribed im section 936(h)(3)(B)."
(d) CONFORMING AMENDMENTS, ==
(1) Clause (ii) of section 904(d)(2)(4) is
amended by striking “clanse (iii)” and inserting
“clanse (iv)".

8G¢SIvLiL02
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(2) Subelause (II) of section 904(d}(2)(C)() is
amended by striking “‘subparagraph (A)(iii)" and in-
serting “‘subparagraph (A)(iv)”.

(3) Subelause (I} of section 904(d)(3)(F)(i) is
amended by striking “paragraph (2)(A)(iii)” and in.
serting “paragraph (2)(A)(iv)".

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1993.

PART MII—OTHER PROVISIONS
SEC. 2311. REPEAL OF CERTAIN EXCEPTIONS FOR WORX.
ING CAPITAL.

(s) PROVISIONS RELATING TO OWL 4ND Gas IN
COME.—

(1) AMENDMENTS TO SECTION 907.—

(A) Paragraph (1) of section 907(c) is
amended by adding at the end thereof the fol.
lowing new flush sentence:

“Such term doss not inclnde any dividend or interest in-
come which is passive income (as defined in section
804(2)(2)(A)).".

(B) Paragraph (2) of section 307(c) is
amended by adding at the end thereof the fol-
lowing new flush seatencs:

6GZSIYLLOT
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BY FACSIMILE
To: Committee gn Royalty Taxatlien

FROM: Ronald A. Pearlman

We are pleased to advise you that Congressman
Hoagland will join us at & COHI meeting on Monday, May J. The
meeting will be held in Covington & Burling's malin conforence
room on the 1ith floox. We axpect the Congressman to arrive
between 12:18-12:10. Therefore, [ would appreciate Lhose of
you Wno plan to attend to arrive no later than 12:00.

Following Congressman Hoagland's viyit, we will

discuss efforts that CORT should undertake in conncction with
. the Ways & Means markup. We expect %o adjourn no later than
2:00 p.m.

Wa have promised te provide the Congressman with a

list of attendaes by noon tomorrow. Therefore [% 1§ very
. th 5 rary. Barbapa Anglegr, af 203«

m
£62-5746 prior 1o that time,

092517220z




INTANGIBLES

1926V LLOT



THE PROBLEM

THE CONTROVERSY

*

" directly into an IRS challenge. By natute, intarigibles are

COALITION ON OPEN YEAR aﬁrrnznxnw oggan
AMORTIZATION OF INTANGIBLES - TAX SIMPLIPICATION
April 28, 1993

For years, the tax treatment of acqulred 1ntang1b1e 58ets has

been uncertain and controversial. Intanglble assefs anl 8
customer lists, workforce in place, lnformatlon basa,“ﬁ
how, and suppller contracts, as well as goodwill and 60
concern valua.

The Treasury Department has explic1t1y reccgnized since
that intangible assets may be amortized for tax purposés.”
unbroken string of regulations since 1919 has allowad a
depréciation deduction for intangible assets that dre used in ™~

a trade or business and which have a detéerminable useful Tife
and value. It has also been clear, since at least 1927, -
goodwill and going concern value are not amor%izaﬁie f6r
purposes. """ ~

It is a required practice -- for both rinancial statcmnnt'
accounting and tax accounting =-- for a company that purchases
assets to allocate the purchase price among those ‘assets and ™
then to give each of those assets thelr proper accountifng ~
treatment. Companies need certainty in the tax and fifancial ™
statement treatment of their purchases, both to ensure they =
pay a proper price for tha assats and also to allow financial
perations for future ysars to be plannad.

Despite the clear statement of'tho“réguiétiéﬁﬂfffiiQfg%ﬁhal
persistently challenged deductions taken for amortization of
intanqlblc assets.

The IRS challenges have been based on both factuai
lagal issues. The factual issues have been whether ah~ass@t™™
has a detarminable useful life and whether it has a
determinakble value. The principal lagal isdu& has been
whether customer-based assets and other intangibles arde perse
indistinguishable from goodwill and going-concern value: A~
GAO report issued in 1991 stated that 70 percent of the IRS-
taxpayer disputes over intangible assats the GAC studied
involved this legal insuc.

f"ﬁ?

Unfortunately, the axi-ting rcqulationn oncourago taxpay&?f
that acquire assets to take tax-return positions that feed

difficult to quantify. Because a taxpaysr must allocate the
purchase price among the assets acquired, and because goodwill -
is ¢learly nonamortizable, taxpayers have an incangivc to

L e
1
i
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allocate purchase price to 1ntang1ble assets other than'J
goodwill. A deduction that is never claimed by the taxpayer
will never give the taxpayer any tax benefit.

Under current law, there is no mechanism short of negctlatlgn
with the IRS to determine the "correct" amount of an._
amortization deduction in this context. Many intangible
assets, if purchased singly instead of in an acquisxtlon that
requires allocation, would never have their amorti;ation
deductions questioned. o

Taxpayers have won an impressive array of court victories on
whether they can amortize their acquired Lntanglblen, but the

IRS challengas have continued. In 1574, following a taxpayer s
victory in the Houston Chronicle Court of Appeals casa, the
IRS even issued a revenue ruling saying it would no longer -
rule, as a matter of law, that customer-based intangible
assets are "indistinguishable from goodwill possess{hq no
determinable useful life." In practice, however, the IRS has
continued to challenge amortization deductions. o

. The likelihood of an IRS challenge has nade itllm ossib o
businesses that purchase assets to carry on their financfal =~
operations with any certainty. The uncertain tax liability is
only part of it: the possibility of naeeding to pay additional
tax in the future restricts a company's available capital for
investment in plant and equipment and its ability to creata™
new jobs. A company with uncertain tax liability has less
access to the capital markets and to lenders. Instead, a
company that makes an asset acquisition must assume that it
will be negotiating and litigating the tax treatment o? that
acquisition for many years.

e
ERTIER
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NEWARK MORNING LEDGER
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!
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on April 20, 1993, the U.S. Supreme COurt, in Nawark Morning
Ladger, held d.finitively that a taxpayer may depreciate an
intangible asset if the taxpayer can prove that the asset has
a value and a limited useful life, "regardless of how much ths _
asset appcarl to reflect the expectancy of cottinued ™
patrbnagc. This holding directly overrules the IRS's
argument that some definable intangible assets are per se
indistinguishable from goodwill and goinq concorn valuc

While Newark Morning Ledger is a gr.at victory for taxpaynrl, -
the decision falls far short of settling all issues the IRS
has raised in the past concerning intangibles amortization.
Although the Supreme Court squarely settled the legal issue,
it also made clear that taxpayers must prové, as a factual -
issue, that their intangible assets have a value and a limited
useful life. The Supreme Court set no limits on the IRS's
discretion to continue to challange these factual istues, wc

v ; B
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LEJISLATIVE BOLUTIONS

g

-

believe the IRS will prosecute these factual issues perhaps
with as much vigor as ever. S
Even with the resolution of Newark Morning Ledger, there is a
large backlog of cases, at different levels of jurisdiction,
involving taxpayer-IRS disputes over the proper treatment and
definition of intangible assets. Some of these cases have
bean cpen for years. Newark Morning Ledger, which involved an
acquisition in 1977, and did not involve significant factual
iggues, took 16 years to he resolved. The Supreme Court

decision does not promise an early resolution of these other
cases. ' -

Some people had hoped that the Supreme Court would make the
intangibles issue "go away" by deciding Newark Morning Ledger
in favor of the IRS. The clear statement of the Supreme Court
that taxpayers may amortize their acquired intangible assets
if they are proven to have a value and life means the iassue
will not "go away": a legislative scolution is more compelling
now than ever to avoid the endless controversy that will
otherwise persist, , .

wi

We believe tha only way to end this chain of contrév.riﬁ and

uncertainty is to enact a lagislative settlement, A properly
drafted legislative solution: . ,

. could put a stop to poeintless litigation oveéﬁ'bi&
transactions, S
. could give the business community the sense of certainty

they need to plan their futurs operations,

il 43

. could set clear boundaries about intangiblas gibffiéaﬁion',

S

Ay a0k

beti
EnTEY

that avoid nit-picking over gquestions of fact that

probably can never be totally resolved,

taxpayers what the Treasury regulations have long said
they are antitled to, and

. could accomplish these goals without a ravenus cost to .

the U.S. governnent.

We believe that the intangibles legislation that has been

sponsored by House Ways and Means Committee Chajirman
Rostenkowski will achieve these goals. His lagislation weuld
spare taxpayers and the IRS from arguing over the useful life

and tha amortizable value of specific acquired intangible
agsets. Instead, Rostenkowski's legislation would give all.

intangible assets -- including goodwill and going concern

3
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value -- the same tax treatment: they would all be amortlzed
for tax purposes over 14 years on a straight-line basis

cactly k
In H.R. 4210, which Congress approved in March 1992, the

Restenkowski proposal was expanded to apply -- at the
taxpayer's election -- to past 1ntang1ble acquisitions in open

years, but with a 17-year amortization period. This expansion

would have gone much further to eliminate controversies, and
would have been revenue neutral to the government.

In Chairman Rostenkowski's initial draft of H.R. 11, he
included a similar retroactive provision to that included in
H.R. 4210, but with a 19-year amortization period.
Ultimately, H.R. 11 did not include a retroactive provision,
but the chairman's approach =~ treating all taxpayers egqually,
regardless of their tax return provision, and providing
essentially tha same policy both for open years and going
forward -- is the best one. ,

Another proposal, known as "Fresh Start," was discuused by
Chairmen Rostenkowski and Bentsen in the conferencs
riegotiations on H.R. 11, but was ultimately dropped. Under
"Fresh Start," taxpayers could slect to recapture over a five-

G

year period previous amortization of intangible assets .

acquired in open years. At the same time, the taxpayer would
begin amortizing all intangible assets plus goodwill and going
concern value, over the same period time as used in the going
forward pieca. .

H.R. 11, which Congress approved in October 1992,_inc1ud¢d.thc
intangibles legislation without the retroactivity election.

Although it was not included in the final bill, the Senate

Finance Committee included a different elective ratroactive
provision in its version of the tax bill: 75 percent of the
assets claimed on the taxpayer's returns for open years (othar
than goodwill) would be amortized using the method and life
claimed on the returns; the remaining 25 percent would he
denied, and recaptured on the current year's tax return.

This proposal has the unfortunate effect of rewarding .

taxpayars who tock aggresive positions on their tax returns,
while penalizing taxpayers who took conservative positions.

This effect is totally inconsistent with the prenises of a

voluntary compliance systenm.

The Joint Tax Committee and the Treasury have not yat issued _

a revenue estimate for the Rostenkowski legislation based on

the taxpayer victory in Newark Morning Ledger. It seems _

4
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reasonable to believe, however, that prospective leqlslatlon
would raise revenue. Taxpayers would be willing to take a
generally longer amortization period than they would be
entitled to under a purely factual approach to gain the

gertainty the legislation provides. Furthermore, a
retroactive provision could be drafted to raise additional
revenue.

Backagroynd On Legiglative Proposalsg

' The Rostenkowski legislation has been scrutinized for almost
two years now. Congress twice approved this legislation, in
slightly different formats, in March 1992 as H.R. 4210 and
again in October 1992 as H.R. 11. This intangibles
legislation would now be law if those bills had not been
vetoed for unrelated reasons.

] L epTEnTEESsmm———

. Rostenkowski's original proposal in July lQQl_tq_gravidn a
prospective legislative sclution . was _.recogqnized _as ;__"_
compronise, but a good compronmiss: for many intangibles, a 14- .
yaar amortization pariod would be longer that. the period a _
taxpayer would claim on a tax return, but the reduced cost of
negotiation and 1itigation would nore than

. Ths main benefit of the Ro.tnnkqwski_proposal has ulwiyl been _
that it eliminates the controversy and allows both. t;gpgggxl__gﬁ
and the IRS to tackle nore inpo:tant concerna, e R

. The Rostenkowski intangibles 1ogillation ‘has 1treduced
in 1993 as part of H.R. 13, a proposal to simplify many tax
provisions. The Clinton Administration. has_not diractly _
stated a position on either H.R. 13 or the. intlngiblcg—_ﬁgfﬁw,
lagislation. We beliave the intangibles legislation fits _

within the overall goals of the .Clinton Administration tax
package: it would eliminate an unproductive administrative
drag on the sconomy, remcve an impediment to investment and -
job formation for companies that have this issue, and would
not lose revenue. Congress should have no reason to think the
President would not welcome the. ndditiun of tha intangiblel .
lcgiilation to his tax packnql.h .

RESPONSE TO ononmu

. Some peopln have argued thgt allcwinq sg!ps!!:!__zull
amortization deductions for their acguired intangibles would
sncourage a wave of corporate takeovers and buyouts like those
which typified the early 198Cs. The Rostenkowski legislation
would apply, for the most part, only when one company buys the |
specific assets of another company, not when it pg;gh;gg;ﬂ;ngﬁm,
other company's stock. Other changes to the tax law
past decade have made asset purch;lta

5



believe enactment of the intangibles legislation should not
affect a company's decision whether to buy assets or stock.
what it should affect is the ability of a company that
acquires agsets to carry on with its operations without being
enmeshed in a disputa with the IRS for the indefinite future.

Under the tax laws of most of ocur major trading partners,
including Japan, Germany, the United Kingdom, Korea, and
Canada, goodwill as well as other intangible assets are
amortizable. Japan even allows this amortization over a five-
year period. Providing a 14~year amortization period for all
acquired intangibles would eliminate soma of the U.S. businass
community's competitive international disadvantage, as well as
eliminating needless domestic controversies with the IRS.
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REMINDER:

2 p.m., &th Floor Conference Rocm, 2001 M Street,

2001 M, Street, NW. Tglephane 202 467 3800 Telefax 202 822 3887
Washingtan, DC 20036

April 13, 1993 Steno

Ref
Coalition on Open Year Settlement Option

-1

Ene

Gillian Spooner/Bill Fant
Washington National Tax

Update

The naxt coalition meeting will be on April 20 at
N.W.

Attached are materials we have sent to you previously, including:

talking points, for possible use with members of Congress

and staft;

background talking points, net intended for distribution;
a chronology of developments with the legislaticn, dating

back to 19%1;

a list of different revenue sstimates of the various

proposals that have been made during the process; and,

the vota tally on tha Dorgan amendmant last ysar.

Also attached is a draft lettar to Chairman Rostenkowski that the

Davidsoen/Klein group is preparing for circulation among
businssses and trada groups.

Finally, also attached are some recent articles, from Tax Notes
and the Journal of Commerce, oh the treatmant of intangible

asssts.

If you have any questions, pleasa call Gillian Spooner (202-467-
3813), Mark Springer (202-467-3888), or Bill Fant (202-467-3421).
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COALITION ON OPEN YEAR BLECTIONS
AMORTIZATION OF INTANGIBLES -- TAX SIMPLIFICATION
Pebruary 15, 1993

For years the tax treatment of acquired intangible agsets
has been uncertain and controversial. Intangible assets
include customer lists, workforce-in place, information
base, know-how, supplier contracts and other similar
intangibles, and goodwill and going-concern value.

Intangible assets distinguishable from goodwill and going
concern value and with a determinable value and life, are
amortizable. However, goodwill and going concern value are
not amortizable under current law. At the heart of the
controversy is a dispute over whether certain assets are
distinguishable or indistinguishable from goodwill and going
concern value. A GAOQ report, issued in 1991, stated that 70
percent of IRS-taxpayer disputes over intangible assets
involved this issue.

The IRS contends that many customer-based and other
intangible assets are indistinguishable from gocdwill and
going concern value, and therefore may not be amortizaed.
Taxpayars have contendad that cartain assets are
distinguishable from goodwill and going concern value, and
in many cases the courts agreed. One such case involving an
IRS-taxpayer dispute over newspaper subscriber lists, Newark
Morning Ledger, is before the U.S. Supreme Court. A
decision is expected within the next few months.

A considerable backlog of cases exists, at different levels
of jurisdiction, involving taxpayer-IRS disputes over the
proper treatment and definition ¢f intangible assets. A
legislative solution appears to be the best method for both
resolving these old disputes and clarifying the law for
future transactions.

In recognition of the existing uncertainty and complexity,
House Ways and Means Committee Chairman Rostenkowski, in
July of 1991, introduced legislation that provided, on a
prospective basis, a solution to the problem of whether
certain intangible assets are distinguishable from goodwill.
Goodwill and other intangible assats would receive the same
treatmeant (l4-year amortization), thus eliminating the chief
controversy.

In H.R. 4210, Rostenkowski backed a rule providing
essentially the same treatment to past transactions, but
with a slightly longer amcrtization period (17 years) to
provide revenue neutrality.

Twice last year Congress approved and sent to President Bush
legislation that would have provided for uniform treatment
of acquired intangible assets on a prospective basis.

69251220z



President Bush vetoed both bkills (H.R. 4210 and H.R. 11).
H.R. 4210 included language resolving past disputes; H.R, 11
did not.

Congress has considered several elective alternatives (see
attached chronology) for intangibles issues for open years,
including:

1} 17=year amo;tiza;ion of intangible assets (including
goodwill) acquired in open years (included in H.R. 4210, as

approved by Congress and vetoed for unrelated reaseons by
President Bush);

2} 19~year amortization of intangible assets (including
goodwill) acquired in open years {included in chairman
Rostenkowski's "mark" for Ways and Means Committae markup of
H.R. 11; the committee later voted to drop the retroactive
portion);

3) 75 percent of assets claimed on the taxpayer's return
(not including gocdwill) filed for open years, with the
remaining 25 parcent recaptured in the current year
(included in H.R. 11 as approved by the Senats Finance
Committea);

4) recapture of previous claimed intangibles cver five-year
period, with l4-year amortization from date of anactment of
all acquired intangibles and goodwill (discussed in H.R. 11
conference negotiations baetween Chairmen Rostenkowski and
Bantsen) .

5) 67 percent of assats claimed on the taxpayer's return
(not including goodwill) filed for open years, with the
remaining 33 percent recaptured in the current year and then
amortized over a 40-year period (considered during Sanate
deliberaticns of H.R. 11).

Under the tax laws of most ¢f our major trading partners,
including Japan, Germany, the U.K., Korea, and Canada,
goodwill is amortizable. In Japan, companies are allowed to
amortize goodwill over a five-year period. Thus, foreign
corporations have a competitive advantage over U.S.
businesses.

According to the GAO report (GGD~91-88, August 1991), &5
percent of intangible asset allocations claimed on tax
returns ars nevar challenged by the IRS.

The currant cost of litigation, disputes, and negotiations
over intangible asset is enormcus; an open year legislative
resolution would wipe out most of these current costs, and a
prospactive rule, as contained in H.R. 13, would prevent
non-productive allocation of resources in the future.

0L25L¥120Z



FOR BACKGROUND PREPARATION

BIGHLIGHTS OF ARGUMENTS USED IN THRE PAST

Current law rules on the amortization of intangibles are both
unclear and unfair. Different taxpayers with similar facts
are treated inconsistently in numerous ongoing negotiations
with the IRS. A legislative change that both clarifies the
law for future transactions and eliminates the huge backlog of
pending cases is necessary.

The intangibles legislation is not “"special intaerest"
legislation == it affects a broad spectrum of companies, with
widely varying results.

The intangibles proposal in H.R. 13 (sponsored by Chairman
Rostenkowskli) provides meaningful simplification for future
transactions. It does this by providing a uniform recovery
period for the amortization of all intangible assets without
regard to whather some portion of the assets represents
goodwill.

The legislation is "rough justice® in that under current law
some taxpayers have asssts with shorter lives or less
gocdwill, while others have longer lives or more goedwill.
Indesd many taxpayers will have some acquisitions where they
are somawhat worse off and others where they are somewhat
better off. The resulting trade~off hetween simplification
and certainty on the ocne hand, and a purer recognition of all
the facts and circumstances that apply to sach transaction on
the other hand, is exactly the issue in all simplification
efforts.

. The intangibles provision in H.R. 13 could be improved, as
Chairman Rostenkowski acknowledged in a statement accompanying
its introduction. The provision as it is currently written
does not address cngoing IRS-taxpayer disputes. Resolving the
existing controversies will yield a savings of an enormous
amount of rasources that currently ars being employed by the
governaent and taxpayers. Intangibles cases are consuming the
resources of taxpayers, the IRS, and the courts. Substantial
suss are being spent on identification, valuation, and
allocation issues.

The open-year election adopted last year in H.R. 4210 is
sntirely consistent with the general theme of accomplishing
simplification. It would allow taxpayers to slect a single
17-year life for all intangible assets. Of course, there will
be some winners and losers from a tax liability perspective.
That is always the price we pay for simplification. However,
if we do not solve the open-years problem thera will only be
losers. Both the government and the taxpayers will be worse
off bacause both will expend rescurces resolving issues that
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have no precedential value and where the inconsistent
treataent of these issues by the Service and the Courts have
made any particular outcome highly uncertain.

Under the open Yyears election provision in H.R. 4210,
taxpayers would hava certainty regarding the treatment of
certain intangibles they acquired in past years. This
approach solves what former Assistant Secretary Goldberg
called "this source of waste, inefficiency, and controversy,"

which "no amount of after the fact enforcement and litigation
can possibly remedy."

The existing controversies will not be resolved by waiting
until the Supreme Court resolves the "Newark Morning Ledgecr"
casse. That case, while important, addresses only cne type of
intangible asset -- customer lists, and could focus just on
the specific facts presented.

Supporters of this lagislation have no desire to see the
deficit increased as a result of its passage. This strong
support exists even among some taxpayers who, in making the
elaction for this provision, would find themselves in a
deficiency situation, owing taxes and interest to the IRS.

The policy debate over intangibles amortization has shown that
this is a tax issue that affects nearly every industry, not
just a few "special interests." It affects a proad spectrunm
of companies, with widely varying results.

Commentary in the media has suggestad that enactment of
intangibles legislation will create a so-called merger boonm.
This suggestion is fallacious on its face -- existing open
years' disputes in this respect are the rasult of
nergers/acquisitions that:

1) Went forward due to compelling economic/competitiveness
reasons, despite the foreknowledge that uncertainty
regarding intangibles' treatment could be unresolved for
ysars to come.

2) Going forward, while some companies may axperience an
increase in overall value, this value will ba raflacted
in share price and will pot precipitate the "khargain®
nunting that drove a number of nmergers/acquisitions in
the 1580'a.

3) The treatment of intangibles is only an issue in a
limited class of mergers/acquisitions -- those involving
"step-up® basis, rather than the more common “carryovar"
basis.
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CHRONOLOGY OF LEGISLATION AFZPECTING
AMORTIZATION OF INTANGIBLE ASSETE

1/18/91 -- Rep. Donnelly introduces H.R. 563, legislation that
would render intangible assets unamortizable

3/18/91 ~~- Rep. Vander Jagt introduces H.R. 1456, legislation
clarifying that certain intangible assets are amortizable

7/25/91 ~-- Chairman Rostenkcwski introduces H.R. 3035,
legislation simplifying the treatment of intangible assets

8/91 -- GAO report on intangible assets issued

10/02/91 -- Public hearing held by House Committee on Ways and
Means (In the press release announcing the hearing, a specific
request for comments$ on retroactivity was included)

10/29/91 ~-- Public hearing held by House Committee on Ways and
Meang

11/26/91 -- House approves H.Rea, 292, conveying the sense of the
Housa of Representatives on an elective effective date (July 285,
1991 -~ date of introduction of H.R. 3035} for intangibles
legislation

2/20/92 -- Ways and Means Committee approves intangibles
provision, including elective retroactive application (17 years)s

2/27/92 =-- House approves H.R. 4210, which includes both
intangibles provisions as approved by the Ways and Means
Committee, including elective retroactive application (17 years)s

3/3/92 -- Senate Finance Committee approves its version of H.R.
4210, without intangibles provision

3}13/92 == Full Senate approves H.R. 4210, without intangiblaes
provision

37/20/92 -- Congress sends conference report on H.R, 4210,
including slective retroactive application (17 ysars), to
President Bush, who vetcoes the legislation®

4/28/92 == Finance Committee holds public hearing on amortization
of intangibles, with much attention given to question of
retroactive treatment; Joint Committse modifies estimate

6/16/92 -- Senate Finance raports H.R. 3040, which includes
provision allowing taxpayers 75 percent of intangibles claimed on
tax return in open year#

* July 25, 1991 effective dats election for prospsctive
treatment included
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6/25/92 =-- House Ways and Means votes to drop retroactive
treatment from H.R. 11 (Dorgan amendment to strike 19-year
retroactive election from "chairman's mark"; approved by 22-11
vote)

6/25/92 -~ Ways and Means reports H.R. 11 (without retroactive
election)#

7/2/92 == House approves H.R. 11 (without retroactive election)®

7/29/92 =~ Senate Finance reports its version of H.R. 11,
incorporating intangibles provision (including 7S-percent
election) of H.R. 3040

9/29/92 -- Senate approves its version of H.R. 11 (after
defeating Simon amendment striking goodwill from prospective
application and approving Metzenbaum amendment limiting
retroactive election to 50 percent)+

10/5/92 -~ House approves conference report on H.R. 11w

10/8/92 == Senate approves conference report on H.R. 1l1s

11/5/92 -~ Pregsident Bush vetoes H.R, 11#

1/5/93 -- Rostenkowski introduces H.R. 13 and says, "I beliaeve,
however, that (amortization of intangibles] could be improved to
make it even more meaningful and equitable, and I anticipate that

in the 1034 Congress there will be an opportunity to consider
such improvements."e

® July 25, 1991 effective date election for prospective
treatment included
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REVENUE ESTIMATES
January 27, 1992

Item 1992 1993 1994 1995 | 1996 | 1997 | '92=97
(as app.)

10/2/91 No official est.

Unofficially raised $200

millien

yrs. retrec) JCT 92=4035

31/18/92 House Bill JCX¥- 2.0 1.% -0.5% -0.9 | =1.2 1.3

12-92 Revised

3/20/92 Conf. HR 4210 1.5 3.5 | =0.% |-1.2|=2.0 1.2%

(17 yrs. retro) JCT

92-0091

4/28/92 (17 yrs. retro) 1.4 3.1 =-0.8 -1.6 | =2.4 {=3,3 | =3.8

4/28/92 Unofficial 1.4 3.0 =-0,7 -1.5 | -2.2 | -3.1 | -3.1

6/16/92 SFC markup of HR 0.7 1.7 0.3 | =0.8 | -1.4 2.4

3040 (75% retro)

CT 92=2143

6/24/92 HR 11 W&M Rosty 1.9 4.4 -0.4 -1.0 1 =-1.2 | =2.6 0.6

Mark (19 yrs. retro)

7/92 HR 11 W&M Conmm. -0.03 | -0.03 0.07 0.1 0.1 0.2 0.4

{post-Dorgan) 102-631

7/29/92 SFC HR 11 (75% 0.9 5.4 -0.2 -0.6 | =1.2 | =-1.9 2.5

retro) JCX=-29-92

9/25/92 HR 11, Senatas 6.3 -0.2 -0.6 | -1.2 | -1.9 2.5

floor JCT 92-4199

10/1/92 Sen. HR 11 JCX= 5.9 -0.2 -0.6 | =1.1 | -1.8 2.1

36=92 )

JCT 92-0211

Fresh Start (10/92)

66/33 Proposal 8.4 -0.4 -0.8 | =1.4 | =-2.1 3.8

{Senatae)




Dorgan Amendment to Strike Retroactive Application of Intangibles
Provision

{yes = strike, no = retain]

Yes No
Gibbons Pickle
Rangsl Jenkins
gtark Anthcony
Jacobs Coyne
Yord Moody
Downey Vander Jagt
Guarini Crane
Pease Thonas
Matsui McGrath
Dorgan Sundquist
Kennally Rostenkowski
Donnelly
Andravs
Lavin
Cardin
NcDermott
Axrcher
Schulze
Shaw
Johnson, NW.
Bunning
Grandy

Not voting - Russo, chandler, Gradison

No proxies were cast.

Bold = member of Ways and Means currently (as of 103rd Congress)
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Dear Chalrman Rosterkowski:

The undersigned organizations affirm theilr support of your
proposal to simplify an important area of the tax law by using a
l4~year amortization schedula for all purchased intangiblae
assets. We are prepared to Work for its enactment into law this
YeAr.

We ars aware that Mr. W. L. Baker, reaprasenting the Unitad
Food and Commercial Workers Internaticnal Unien (UFCW) has
tastified in oppesition to your propecsal, and that pexhaps other
union officials have voiced similar cpposition. As we understand
it, thelr concerns center on the clais that tha proposal provides
a tax subsidy to mergers and buyouts which in turn threatsn jobs,
Wa have considered this claiam in light of cur own expariences and
have discussed it with cur economists. We beliave that Mr, Baker
and others may have a misunderstanding of what the proposal’'s
affacts ars likely to be., It is our view that the proposal im
vary unlikely to arfact the overall incildence of mergers and
buyouts, but it is very likely to greatly simplify an area of the
tax law badly in need of simplificatien.

For a change in the tax law to maks a Derger or buyout more
attractive than under currant law, it would have to changs ths
net present value, after tax, of a business. Otharwvise, no
change in ths numbar of firms merged or sold would be axpected to
cccur. Using the Ganaral Accounting Office's data on tangible
and intangible assets from tha tax returns of merged or sold
businesses, we have constructed the sizpla attached table. The
tabla shows, for various combinations of tangibls and intangible
assat acguiaitions, what the sffesct of the proposed change in the
lav is, assuaing various discount rates and elther zeroc or 4%
inflation. As tha table shows, at a 7.5% real after tax discount
rats, offer prices for the averags business wcould rise akeut 1
percent. And at a 13.3% discount rats wvith 4 percent inflacien,
offer pricas would fall .2%. These casaes and tha othar onas
shown on the table demconstrata that changes in tha nat present
value of a Buainass are 20 saall that it is unrsasonabla to
expact any increasa or dacreass in tha nuaber of firms merged or
s0ld as a result of the proposal.

We vould also point out that it is not realistic to expect
that mergers and sales of businesses by themselves aither create
or raduce jobs. Ixchanges of existing assats, individually or in
the aggregata, do not by themsaelves alter the aconcmy's total
worth or productivity--they merely rearralge the ocwnership of tha
existing assats. Since thers is no reascn to axpect buyers of
existing businesses to 'be less astute business persons than

4L281b740;
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sallers, on aversge thars 18 alsg no reason to sct that
level of & businesa activity undar new cwnernhipaﬁgll be g:.fﬁ:r

or smaller. Conssquently, aggregate employment will likely be
unaffectad by business mergers or buycuts, Although Mr. Baker

and others may argus to the contrary, we reapectfully disagr
the basis of iogic and axperisnce. P y grea on

fours very truly,
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m Peat Marwick

2001 M. Street, N.W. Telephone 202 467 3800 Telefax 202 822 3887
Washingtan, DC 20038

Date April 5, 1993 Stene
Raf
To Coalition on Open Years Settlement Option BEne
affice -1
.
rrom Gillian Spooner/Bill Fant

0ffice Washington National Tax
Subject Meetings with members

Although the House will be out of session for the next ten days or
s0, we again want to encourage everycna to step up the pace of your
visits to members of Congress on the intangibles issue. We
understand that seniocr Ways and Means Committee staff have
indicated opponents of the intangibles issue, i.e., the unions,
currently are having a greater impact with their lobbying than the
propcohents, i.e., us and other groups. That this impression exists
at a high level at Ways and Means should he a matter of concern for
all of us.

Attached is a recent newspaper article as an example of the type of
success the unions are having.

Reminder: the next coalition meeting will be on April 12, Fifth
Floor Confarance Room, 2001 M Street, N.W., at 2:00 p.m.

The following week we will meet on Tuesday, April 20, at 2:00 p.m.,
Fifth Floor Conference Room.

If you have any questicns, please call Gillian Spooner (202) 467-
3813, Mark Springer (202) 467-3888, or Bill Fant (202) 467-3421.

Klynwaic Pidd Marnek GOsrosisr
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By Lee Davidaon
Casaret News Washington comaspondent

WASHINGTON -~ Rep. Bill
Qrton, D-Utah, began battling this
waak o stop what he says would be
a tax break for corporate raiders
that could aatup all revenue from
proposad taxes on the middie
class,

The fight pits Orton, a former
tax attormey, against powerful
House Ways and Means Commit-
tee Chairman Dan Rosteakowsii,
D-1, — with whom most House
members prefer not to tangle ha-
cause his panel oversees ravenue
and can cut purse strings to tocal
projects. .

Ortqn is upset that 2 tax provi-
sion Rostankowski (s championing
could provide up to 34 billion over
five years in tax breaks to help
largs corporations seeking to com-
pleis luveraged buyouts.

“This amount is reughly squal to
b4 paid by All Arericans aking

& paid by cans
between 330,000 and $45,000 un-

———

“In other words, over 100,000
Utahns would pay higher taxes so
that bigcorporate raiders can en-
joy tax breaks while they break up
companist and put employees out
of work, This is not my idag af
shared sacrifice.”

The provision is not part of Clin-
ton’s tax package but is in a sepa-
rate bill sponsared by Rosten
kowshi, The chairman is expactad
to try ta 3dd it to the prasident’s
package during committes consid-
etation.

Rostenkowski's propasal wonld
allow corporations to take tax de-
duciions when they buy another
Company at a premium prics, re-
:’:ﬂ:zed 19 as “amartization of Jood-

Orton said it “would primarily
sarve 0 promotw inereased hostile
takeovers and leveragad buyosuts.
In the 1980, we saw the result of
this — mastive corporate debt,
huge employes layoffs and numer-
ous dankrupteies.”

Woodme

Save On Exrlys?

DO

——
H

Orton fights corporate tax break

der the Clintan plan,” Ortoe said. T

o
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i Willig L. Baade, J1.
X Imemguons’ Yice
Direstad, Pudile Atain Dommonl

: Mach $, 1993

-Dezg Mamber of Congress:

On bahalf of the 1.3 millicn mambers of the United Food and Commercial Workers
Imarnstional Unioa T would liks to take this opportunity (0 urgs you to oppose 2 proposed historic
change In tax law which could cox the federal reasury billlons, and which investment analysys
belleve may wrigger a nsw round of corporats mkeovers. This mijor revision of longestanding tax
lsw wouid aliow s amortization of goodwill. This propossl = p 21 of last year's vetoed tx bill ~
unowmhodbdnmaml 13 in the Houss, the Tax Simp..flemion Act of 1993,

The anclosed article from the January 91 edition ¢. he National Jaummal quetss from
s memorandum by Haery L. Gutrnan, Chief of Staff of the Joim Commnittes on Taxation which suros
that the amortization of goodwill would lose “significart revenue” outside tha five-yesr budget
window. lune Gravells, 3 senior sconomic specialint for the Congrassional Rescarch Service ls also
quoted regurding hor cstimata that the long-tarm budget loas conid e in exceds of $2 billlen per
your. Ms. Gravelle saes: "It is possible thae the loss could be _maller, dut i is more liksly that
the loss would be even lacgee.*

~ In addition, University of Texas professor of law Calvin Johnson notes that allowing
geodwill to be amoriasd means K “Lakeovers [would] have & lowar effactive WX rats than anyhing
“O.

1 am sure you will agres that this proposed charge dessrves graater serutiny by
Congress than i has raofory. lmmmmuumhuawmmm
hearings on this issus, and opposing whis ill-advised mearare whun k comes before you for your

' E

1 leok forward w hwaring from you & your sarlicst coaveniencs regarding your
coinion of e shove acted prepasal to smortize soadwill.

m: g
| At A '-/J"*L/
: [ncornations! Vice Precident
: Director, Public Affaics Doparmaent
_lntlucu
!
¥
: . Unied Pead A Commaruial Werrers
W Wym w rm‘wubcﬂlew
BoniaTrstny D.C. 200081508
{2080 LI  FAX (20D 4061582

-
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FACTS YOU SHOULD KENOW ABOUT THE PROPOSAL TO ALLOW

FACT:

PACT:

FACT:

AMORTIZATION OF GOODWILL

ALLOWING THE AMORTIZATION OF GOODWILL, WILL CREATE A TAX
BENEFIT FOR FUTURE TAKEOVERS AND MERGERS

A profesor X tha Utiversity of Texs wserts that this proposal *would o the tax rate
}'«[wgminhdf‘ from 34 percent 10 17 percent (quotsd in Nariona! Journal,
40uNy 3,

A vice-prasident of County NaXWest Securities says, “Yes, wa think it would spark some
margers and ukeovers,” [s6pecially of cdmpunies with recognised brand samm), {quoted
in Nationwl Journal, lamitry 9, 1993)

Parmen ia the Chisago-basad law firm Mayer, Brown & Pl somy: "This woald appear
1o aliminste & major U.§, barriec agaiom akeovers,® (Quoted la the Fingricial Times,
Loadoa, Janusry 30, 1992)

THR AMORTIZATION OF GOODWILL 15 A LONG TERM MAJOR REVENUE
LOSER, ACCORDING TO THE JOINT COMMITTER ON TAXATION

The Joint Committes 0b Taxation anaciadad in Apeil 1992 that "The proposal would loss
sigaificant revengs after the dudge pericd,® aad that “The rovenus loss acribuwdis ©0
daductiong for geodwill would aot decresse over tims.* (memocaadum frum JCT w
Seamor Lioyd Bentes, April 1992)

According to the Congrassional Ressarch Service's Jane Oravelle, the ultimace cost of e
mnhsdcll’:;,wl is likaly to excesd 52 billioa per yaar, (CRS memorandum,
August ¥,

THE HOUSE OF REPRESENTATIVES ITSELF REJECTED A DEDUCTION FOR
INTANGIALE ASSETS AND GOODWILL IN THE OMNIBUS BUDGET
RECONCILIATION ACT OF 1987

hlﬁ.ﬂ:wwﬂmwmmmxmf
Represantatives y tex deductions for cumomer O workfocce

ﬂmmmmtmoumu'm
vommicies belisves tha asses i shors sumy of e charactetistivs of guxiwill and

e
going concorn valus thould Bot b6 dapracimad mors rpidly B fuch Wit DS
somumires beileves & is 10 dany LROnTIion Of depreciation deductions for 3
intangible assats repressnting the vilue of axisting customer besé of markal awe.” T N
bill provided that *asy amount paid or iacurred w &cquire customer bass, markat hars, E-T
of any renewing oc aimilar {atangibis property...is X amorticshle or deprecishle. . .any Mo
st that is Tenewed theough the sxpumdivers of souts that are currestly deducuible Ls sot co
. amoctizabls or depeaciable.” N
‘H-m w . “.MMWM\'”:S
. Booronry-Trognaret qmuuuB g.w. .
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m Peat Marwick

2001 M. Streat, N.W. Talephona 202 467 3800 Talafax 202 822 8887
Washington, DC 20038

Date March 24, 1993 Steno

Ret

To Coalition on Open Year Settlement Option BEnc

Qffice ce

From Gillian Spooner/Bill Fant

ocffice Washington National Tax

Subject Legislative Strateqy

With former Congressman Ed Jenkins as our guest, the coalition
today discussed possible strategies in 1light of Congressman
Cooper's "Dear Colleague” letter. The following represents a rough
congensus of opinion regarding strategy:

Coalition members should let Chairman Rostenkowski know of
their continued support for and interest in intangibles
legisliation.

In a low key way, coalition members should communicate to
other members of the House, both Ways and Means members and
outside of the committee, their continued support for and
interest in intangibles legislation.

In initial meetings with members of Congress, the issue of
intangibles as a whole probably should be discussed
(addressing retroactivity too sarly runs the risk of losing a
contact that can be developed over time).

We should avoid activities that might tend to elevate the
intangibles issue into the media spotlight.

If you have any questions, please call Gillian Spooner (202-467-
3813), Mark Springer (202-46§7-3888), or Bill Pant (202-467-3421).

..l WE"“U
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Opposition to Chairman Rostankowski's proposal for intangibles
simplification has been axpressed by Mr. W, L. Baker, who represents the United
Food and Commercial Workers [nternational! Union (UFCW). As we understand
it, the objection of Mr. Bakar and the union cantars on the concern that the
proposal will provide a tax incentive for mergers and buyouts, which in turn
would threaten jobs. We belisve that the concerns of Mr. Baker are unfounded.

First, to make a merger or buyout more attractive than undar current law,
a changoe in the tax law would have to change the nst present valus, after taz, of a
business. Absent such a changs in present value, Congress should expect no
change in the aumber of Srms merged or sold. In order to detarmine the
estimated change in the maximum price offerod for a business resul from the
adoption of & 14-ysar amortization proposal, we conatructad the enclosed table
using General Accounting Office data on tangibie and intangible asset
acquisitions from the tax returns of merged or sold businesses. The table shows,
for various combinations of tangible and intangible asget acquisitions, what the
affact of the proposed changs in the laws would be, assuming varicus discount
rates, and either zero or 4 percent inflation.

As the table shows, at & 7.5 parcent real after tax discount rats, offer prices
for the average business would rise about 1 percent, and at a 12.5 percent discount
rate with 4 percent inflation, offer prices would fall 0.2 {see shaded boxes
within Table 1). These cases, and the others illustrated on the tabls, demonstrats
that changes in the net pressnt valus of a business are so small that it {s
unreasonable to expect that any behavioral response to this change in the law
would result in an increass or decresse in the number of firms merged or sold.

Second, the critics of the proposal bave drawn the wrong conclusion frem

?ﬁ:mw@mmﬁﬂm'mwm w'in
. as i orin te,

do not by themselves alter the econamy’s total net warth or productivity —-
mersly rearrange the ownership of existing aseets. Assuming that there are no
other reasons for contracting the size of acquired businassas, thare is no resson to
expact buyers of existing businesses to be leas astute at operating the businesses
than the sellers, and there also is no reason to the lavel of a firm’s actvity
to be greater or umaller, under new ownarship. Even if mergers or wers
wominumbtﬂﬂl A and we Ifnntbdlmth:'tth.y '
will be attributable to other factors, such as, for example, the amount of debt
assumed to finance the scquisition.

Third, to the extent thers was a tax incentive for new mergers and
acquisitions, it has besn sliminated, The Tax Reform Act of 1988 the
compan %ﬂmﬁg oD W3 In b ethout sy tax sonst That
company, Aslong s wi any tax oonsequence.
bmeﬁtmlmhmﬁ'mgdthmhu a correspanding reduction in
scquigitions since that law becams effective.
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It s significant to note that both the Joint Committes on Taxation and the
Treasury Department believe this simplification proposal is revenus neutral, It
provides no net benefits to the corporate community, and no new tax incentives.
What results, however, is much needed simplification in the adminiatration of
the Tax Code and fawer costly disputes between taxpayers and the IRS.

We feel that it is very important for you to express your suppert for this
propasal ts Chairman Rostenkowski, and to ask him to include the intangibles
simplification legislation, as he introduced it, in the forthcoming reconciliation
legislation. Your support also can help make the new Administration aware of
the importance of this issus and show how cosperstion and compromise between
tazpayers and the government can achieve trus tax simplificacion.

Respecifully,

Enclosurs

88¢2S1Lv.LL0C
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PAYING THE BiLL

THE COST OF HEALTH CARE REFORM

L

Reform’s Economic Side Effects

(linton Prescription Runs the Risk of Slowing Recovery

Frest or four articles

By Steven Pearlsten

Wishgron Brnt xtarf Weter

5 he considers the varwous
A strategies for curing the iils

of the nation's health care
system, Dr. Clingon faces a dilem-
ma: The medicines are likely to
have sigmificant, and in some
cases unpleasant, econgmic side
ctfects.

The Clinton program, as out-
"ned so far. runs the risk of add-
g slightly to inflation and unem-
nlovment and slowing ecoronlic
growth in the first two years after
enactment, according to econo-
nusts interviewed recently,

But most of the analysts said
these short-term risks to economs
ic recovery must be weighed
against the long-term risk of do-
ng nathing and allowing beaith

he health care industry
now approaches
one-sixth of the total output
of the U.S. economsy.

care ¢osts to consume more of the
nation's output.

If heaith care -pending s nat
slowed, economusts predwct.
Americans would face the aimos:
certam prospect o a triple wham-
my: lower wages is cmpioyers
pass on'the rising cost of heakth
insurance; higher federal budget
deficits as Medicaid and Medicace
costs skyrocket; and higher trade
deficits as health care costs are
added to the cost of goods and
services sold in world markets.

“Sontetimes to solve a big prob
lem in the economy you have to
create some small problems.” said
Laurence Mever, an economic
forecaster wha has worked with
the Clintont White House,

The health care industry has
hecome such a force in the U.S,
econamy—at $900 billion a year,
approaching one-sixth of the total

See REFORM, A22, Col !
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Weighing Cost vs. Benefit

In theory, it shouldn't matter econom-
cally whether more is spent on heaith as
long as less s spent on other things. But
econamists also know that nat all spending
15 ¢reated equal.

Heaith care. economists believe, has be-
come less efficient and productive than oth-
er sectors of the economy, where market
forces do a better job of allocating re-
sources and keepmg prices ut line with val
ue, Most consumers make decisions about
heaith care without regacd to cost because
all or most of it is pad for by insurance.
Other consumer purchases. such as a car,
Involve some calculation of cost versus ben-
efit.

Heaith care ailso has become jess produc:
tive than sectors such as manufacturing be-
cause its work cannot be easily done by ma-
chines, so¢ technology has not been
harnessed to lower costs and improve pro-
ductivity. Heaith care wages aiso have be-
come higher than eisewhere in the econo-
my.

Because of all these factors, another doi-
lar of spending on heaith yiekds lesa than a
dollar’s worth of benefit—and lass benefit
than if it had been spent or invested eise-
where m the economy.

“It's pretty clear the last dollar we are

spending on heaith care isn't buying very
much,” said Joseph Newhouse, an econo-
migt and professor of health policy at Har-
vard University.

Putting a number to this level of ineffi-
ciency of the health care sector is tricky
business, involving a fair number of subjec-
tive judgments. But Gary Robbins, an eco-
nomic forecaster in Arlington, using data
from the Health Care Financmg Adminis-
tration, has calculated that half of every ad-
ditional dollar speat on health care is lost to
inefficiency or generates axisss inflation.

The Clinton administration’s gosl for
health care reform is, of course, to squeese |
out these inefficiencies over time. But the
prospect of shifting additionsi resouvces to
this refatively wasteful sector is what leads
economists 10 predict the lower employ-
ment, lower incomes and slower economic
growth in the short run.

Small-business groups have decried the
portion of the Clinton health plan that
would require aj] employers to offer 2 basic
package of health insurance to all employ- l
ees.

Firms with fewer than 100 empiloyees
have accounted for more than 30 percent
of the jobs created during the past fiva
years, according to a study released last
week by Cogretics Inc. of Cambridge,
Mass. Yet government surveys show that |
about a quarter of these firms' workers
have no employer-provided insurance.

By mposing new costs on these firms,
the Clinton plan risks idling the only engine
of job creation the economy has, according

to smail-business critics. -

A mandate like that envisioned by the
Clinton task force would effectively add
$1.50 to hourly labor costs at firms that
pay, on average, about $10 an hour. The
added costs wouild drive firms that are
barely surviving to close their doors, while
others would have to lay off workers oy de-
fer hiring, according to small-business ad-
vocates.

But nearly ail economists tend to dis.
count these arguments. [n the short term,
they say, many small businesses should be
able to pass on a portion of the cost to con-
sumers in the form of higher prices, know-
ing that most of thetr competitors would be
facing the same predicament,

In the long run, economists say that

nearly all of the cost of heaith insurance is
pessed on by employers o their workers in
the form of deferred wages and less gener-
ous non-heaith heoefits,

For example. most ey  fierma
that do not ofier heajsy lmeotpaﬁr?;:
some of therr medical services aut of thetr
own pockets. But when these employees
require hospitalization and cannot afford to
pay, they are tregted for free. The cost of
that “free care” is passed on to other cus-
tomers, inchuding private employers who
offer insurance, in the form of higher prices
and highet insyrance premums.

Companies with health benefit plans aiso
generally cover medical costs for spouses
who work at companies that offer no cover-
age or less generous coverage,

Taken together, these two types of “cost
shifting” amount to a $14 billion a year sub-
sidy by firms that offer msurance to the
employees of firms that do not. according
to Shiels. The Clinton plan, by requiring all
firms to offer 2 basic package of insurance.
would eliminate that cost shifting and put
competing firms on a more even piaying
field in terms of their labor costs.



Bolstering Competitiveness

Administration and privateé economusts
also pont out that a system of universal
health coverage would boister the competi
tiveness of the U.S. economy.

Health costs, for exampie, account for
about $1,000 of the price of the average
American-made automobile that competes
n world markets, compared with cars from
countries where health care costs are hun-
dreds of dollars less per auto.

A rtecent study by researchers at the
Umversity of Pennsylvania’'s Wharton
School found that such differentials reflect
bad management as much a8 they do inflac-
ed U.S. health care costs. But similar com-
plaints are now being voiced by a broad ar-
ray of strong export industries, from
aerospace to computers,

Fear of iozing health insurance coverage
ais0 has reduced the willingness of workers
to leave one job for another. A CBS/New
York Times poll found that one in three
Americans said they or someone in their
household was stuck in 2 job because of
concerns over health coverage.

Requiring that all employers offer a basic
paciage of insurance without reference to
arior medical conditions would reduce that
job-tock and encourage labor mobitity. That
mebility has been a traditional strength of
the .S, economy in the econcmic hattles
against Europe and Japan, whers econos
mies are siower o adjust to changes be-

cause workers and companies are more
closely tied to each other.,
Nonetheless, the administration is fikely
to propose some sort of government aid to
take the financial sting out of the proposed
heaith insurance mandate. By using tax
credits for small businesses, the adminis-
tration is iikely to propose that the governs
ment pay for whatever a company pays for
basac health coverage above some percent-
age of s total payroll costs—in effect, 2
Mhmmwm

ﬂlemcre&:cmﬁmﬂn‘l‘m
$20 bithion 1o $30 hillion 2 yeer, depenh(
on how the program s structured. Econo-
mist Shiels said such 2 program would re-
duce the job joss at small businesses to be-
tween 20,000 and 60,000.

Concerns About Inflation

[nflatien 15 the other major economuc nisk
from the Clinton health plan, and one reg-
son that the admmxstratm 15 considering
voluntary or mandatory price controls as
part of the package.

Rising medical costs have been the sin-
dte biggest factor n nsing consumer prices
over the past decade. Although medical
prices have begun to siow in the last two
years—to an annual inflation rate of 6 per-
cent last year from 10 percent i the mud-
1980s—some economists fear the rate
could pick up agam as some businesses
pass on the added cost of health insurance
to thesr customers.

In addition, a3 uninsured workers are of-
fered insurance, they are expected to begin
demanding more heaith services—40 per-
cent more, according to a study by the
Rand Corp. Some economists fear that
such 2 swdden increase in demand could
$ead t0 a sharp increase m pricas.

“There i3 a significant risk on the infla.
tion side,” said Allen Sinai, chief sconomist

0.5 to 1 percentage powt to the inflation

they transfer to HMOs from traditicaal in-
surance coverage. A Rand Corp. study
found even greatar savings.

“There will be very ittle effect [on aver-

€62SLY.LL0T
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Scope of Reform F::-m to m.sm—._a Tax Burden

deficit, Clinton’s hesith plan would mean wew taxes,
%-‘.——Hi the totsl of which could rival all other tax increases in

Second of fowr articles

By Steven Mufeon SPENDING ON HEALTH CARE IN Clinton's economic plan combined.
Wbt Vot Suekf Weiter To pay for 3 mediom-sise heaith reform program,
ia-.giﬁu.nﬂnnr:gu&ngg , pechet Clinton sides are leaning toward proposing sharply

-qa_...?a_..n gnur..taeﬂeu__ﬂnai.n__
o pay for benefits for 37 million uninsured

e okt e o otk € v mors. wapopetin Shen
“It does not require new taxes,” he said, describing 0 o ¢t even more er-
2 utopian vizion for health care in a campaign speech atives, such an a valee-added tax or 5 payrolt tax.
Sept Merc Co. headquarters in Rahwa The downting sise of the taxes needed cowld con-
NJ. sirsin the gemerosity of benefits offered in the Clin-
Now President Clinton's sides estimate that health \ ton heaith care plan for the uninsured or lengthen
care reform could end up costing the federal govern- \ iginest!iins
=.Q=-= xtra $30 billion to $90 billion a yesr, even E:&iue.ee.%?ia:s
after Baggugilglx_ bers imvolved in the planning process. The desire to
doctors’ fees. svoid & big tax incresse siso could push the adminis-
The anticipated savings have proven ehmive, & gii‘.g make more
least for several g!&nﬂ.ﬁ-&ag!ﬂ. payments toward workers' inswrance,
pansive reform program that would improve cover- After Clinton’s proposal lands in Congress, the tax
ge for Americans deemed “vnderinsured” and wou gide of health care reform could sink the entire initia-
cover long-term care, mentat health and preacription tive or bog it down in a legisistive quagmire.
rugs. *This could be his domestic Vietnam,” said Stuart
Uniess the price tag is added to the federal budget See REFORM, AB, Col.




REFORM, From Al

Butler, a domestic policy analyst with the
Hertage Foundation, a conservative thunk
tank here.

“We can't digest all of this, given that
We'Te going Ints writing a massive tax bifl *
said Rep. Robert T. Matsw (D-Calif), a
member of the tax-writing House Ways and
Means Committee. “To take up another
major tax bill before November or Decem.
ber could be very difficuit to swallow for
the economy, and politically as well,”

Still, many Clinton aides fear that the ad-

* - Ministration's momentum will dissipate af-

ter Clintan's first year and they want to
push ahead quickiy,

. _ Foley recalled the fiasco of 1989, when
Congress qverwhelmingly repealed a bill
passed just 17 months earlier that would

- have imposed an income surtax on the

better-off 40 percent of semor citizens to

W Medicare to cover heaith catastro-

3

The measure provoked 2 storm of proe
test from senior citizens who did not be-
- lieve they were at risk or who alresdy were
covered for heaith catastrophes through
other insurance plany.
The Clinton health plan, f it includes a
broad-hased tax. would redistribute income
among cegions a3 well. In Texas, Oldaho-
ma, New Mexico, Mississippi, Lowsiana,
trict, more than 20 percenit of the residents
[ were uninsured in 1990,

- States that would benefit least wouid be
{ - Coanecticut, Hawaii, lowa, North Dakota
[' - and Wiscongin—-states where fewer than

had relatively few uninsured peagie.
In Maryland, 16 percent of residents
- were unimsured in [990; in the Distnict,
- 23.9 percent; in Virginia, 13.9 percent.
+ Clinton has said that he believes the
" Americaz people are willing to pay a litie

mmm&ﬂuyﬁmmm
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contrbuta to it,” said Staniey Greenberg, a

pollster for Clinton, Greenberg said peopie
will oppese taxes in isclation, but support
them “int the context of an overall plan.” He
said that the new taxes are more easily ac-
cepted if they are directly linked to new
health care programs,.

*The issue Is whether the package is fair
and whether it is burdensoma,” Greenberg
said,

A survey by the Gallup Organization re-
leased last month supports s belief: Two-
thrds of those polled saud they are willing
to pay slightly higher taxes to provide
heaith insurance for ail Americans.

But the Gallup poll only asked if people
would be willing to pay $10 a month more,
encugh to raise just 2 smail fraction of what
a comprehensive plan would cost the gov-
ernment.

Moreover, the benefits of heaith care re-
form will be elusive for most Americans.
Their share of annual heaith insurance pre=
miums and their out-of-pocket costs might
g0 up less than they would otherwise, but
they still would go up.

Clinton has stressed that heaith reform
could heip the entire aconomy by siowing
the fastestgrowing component of inflation
in recent years.

As part of general labor costs, medical
inflation has pushed up the costs of non-
medical goods.

But giving health coverage to the unin-
sured would increase demand for medical
services, and the effects on inflation are dif-
ficult to pradict.

The clearest benefit would be lowered
anxieties about the possibility of losing
heaith insurance,

Amwmahuzemrtddnptohlm.

they and their families
ered. That will be a big
selling the plan.”

The costs of a comprehensive
form plan, however, would be
ble to the average American.

m"h’ it makes life bertar, they're willing to ‘

candidates for raising money to pay for a
Clinton health pian are the following:

‘SIN' TAXES

m A tax of $2 a pack on cigarettes would
raise $15 billion to $20 Million a year. A tax
of $1 a pack would raise about $10 hillion a
year. Because smoking sharply increases
the risks of medical problems. the tax
would come closest to making the ¢onsum-
ers of health care pay for it

But the tax would seversly hurt tobaceo-
growing states such as North Carolina. It
alsg would make it tough for all states to
turn to cigarette taxes 1o finance state gov-
ernment. Moreaver, the tax wouid discour-
age peaple from smoking and drinking, and
budget experts say it would raise less mon-
ey every year,

Still, a cigarette tax of $2 a pack, per-
haps coupled with higher taxes on alcohol,
wwldbeemughuumﬂytoﬁmmeanm-

program phased in gradually. A tax of
Slfwamﬂkdbeerwowdnmabout
$6 billion a year.

LIMIT ON TAX DEDUCTIONS
FOR HEALTH CARE PLANS

e Under current law, companies can des
duct from their taxable income the entire
cost of health care insurance provided to
employees, Under some proposals, compa-
nies would be able to deduct only the cost
of a basic package as defined by the gov-
emment. The vatue of benefits above that
amount would be taxed.

if the basic paciage were set at $3.600
provided

employees
ny would be taxed on $1.400,

This effectively wouid tax employers
with the most generous plans. Those
plmuvmldheprenedmputhmdl
the additional tax bill to workers,

Many heaith reformers like the plan be-
cauee it would discourage companies and
workers from having excessively generous
plans that help fuel inflation in medical
care,

But labor unions, which have bargained
hard to impeove heaith care benefits for

their workers. are sharply opposed 1o the
plan. And many companies say they wouly
be penalized for taking care of their em
ployees. The measure also could prompt
companies to squeeze wages o cover the
increased cost of heaith benefits.

According to the congrassional Genenl
Accounting Office, the 1ax would raie 3.0
billion to $30 bilion a vear if compames my
taxes on benefits greatar than $100 a
month for ndividuals and $300 a month br
families.

HEALTH BENEFITS TAX

a Health benefits are reaily a form of com-
pensation, though most workers think of i
a8 something that goes along with the job,

This tax would be sumilar to taking away
the tax deduction from compamies, (t prob-
ably woukt be structured the same way,
taxing benefits in excess of a basic package,
and wouid raise about the same amount of
money.

EXCISE TAX
ON HEALTH CARE PROVIDERS

@ The theory behind taxing health care
providers is that the Clinton heaith reform
plan would eliminate deadbeat patients for
hospitals, doctors, insurers and other com-
panies providing medical care, theoretically
lowering their losses, and that the govern-
ment should “recapture” some of those sav-
ngs.

One administration official compared 1t
to a “windfail profits” tax.

But an excise tax on heaith care provid-
ers probably would be passed on to patients
in the form of higher charges or at leasts
m:ncemnthatpmmnwouldmtpass
through cost savings to patients by cutting.
their fees, thus doing little to control health.
care costs for congumers, SCONOMISLS 53Y.

The cost savings also would not be dis-
tributed evenly across the health care in-
dustry. aithough the tax would be spread
evenly. The average operating profit mar-

gin at hoepitals is about 5 percent. accord-
ml to the Congressionai Budget Office. But
2 substantial number of hoapitals lose mon-
ey and are il-able to afford an excise tax
even if 2 reform plan cuts their cosis of pe-
perwork and indigent patients.
The GAO said that a J percent tax on
hospital revenues and doctors’ incomes
would raise $10 bullion to $12 hillion a vear,

20774415297



PAYROLL TAX

# A payroll tax far health would work Lige
*he payroll tax for Medicare, The 1.45 per-
cent tax finances hospital insurance for se-
mer citizens. A new payroll tax could be
dedicated 10 providing health coverage o
uninsured Americans,

The disadvantage: It increases the cost
of employing peopie and could siow hiring.

The tax would fly directly in the face of
Clinton's campaign promise not to faise
raxes on the poor and middle class. If strue-
tured like payroll taxes, which now apply
T only up to a certain income level, it would
also be a regressive tax, the burden of
which fails most heavily ont those least able
1o afford it

A 2 percent payroil tax, half paid by
workers and haif by smployers, would riise
about $25 bilion a year, basad on curreat
* receipts from payroll taxes, But one person
close to the administration said recestly
“that ane has been pretty much discarded.”

~ VALUE-ADDED TAX
" a Though dismissed by many as politically

infeasible, the value-added tax (VAT)
comes up {requently because it 15 the tax
that would raise the most money, though
stiil not enough to cover a generous univer-
sal health insurance plan by staalf,

If 2 5 parcent tax wers 1mposed on all
goods, with exceptions for food, housing
and medical care, the tax wouid raise about
$60 billion a year.

Econormsts like the tax because it taxes
consumption and encourages savings and
investment. People would buy less and save
morte.

But the tax is regressive, failing most
heavily on the poor and middie class, who
spend a greater portion of their income be-
cause they don't make eénough money to
out much away. Political analysts wamn that
1t could prove politically fatal to Clinton.

House Spezier Foley and Senate Majori
ty Leader George J. Mitchell (D-Maine)
have expressed doubts about financing
heaith care reforms with 2 value-added tax.

Foiey said it wouid be “extremely diffi-
cult” to get a value-added tax enacted by
Congress, noting that liberals befieve it pe-
nalizes poor people and conservatives fear
that the vast revenue it produces would
lead to expanded government,

“The only way [ can imagine 2 YAT go-
ing farward is with bipartisan support,” Fo=
ley said, “or as a substitute for anather
tu-ll

Health experts also worry that the tax
would provide no cost control for the health .
care sactor. There would be no connection
between the tax and the use of medical sec-
vices.

A combination of theee tax messures i
sure to dim the outlook for heaith care re-

form this year, most experts acknowiedge.

“It's going o be a tough seil,” GAO
health analyst Janice Schilies said. “The
public feels it shouldn't tp asiced o pay
moce.”

But, she said, “there aren’t that many
aptions.”
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FEDERAL EHCISE
TARES
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I. Overview
Problem Statement

Excise tax increases adversely impact the retail price of
cigarettes, contributes to the speculation of major decline in
industry volume, and therefore, depresses industry investment

values.

Current Sityation:

Federal excise taxes on a pack of cigarettes has risen
2009 since 1982, At thar time, the rate per pack of
twenty cigarettes was 8 cents. After two rate increases
(one in 1982, from 8 cents 1o 16 cents and another in
1991, up to 20 cents), rate increased again on 1/1/93 o

24 cents per pack.

President Clinton and others are considering raising the
federal excise tax on cigarettes by as much as $2 per
pack. The rationale for such a huge increase would be to
fund a significant portion of the President's promised
(but yet released) health care package.

II. Objectives

Defeat all proposed increases to the federal cigarette
excise tax rate; and

De-couple cigarette excise taxes from a government
sponsored universal health care program.
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M. Strategles
Geperal Strategy Statement:

The industry and its allies will assertively attack excessively
high excise taxes on the following grounds:

' An excise tax {ncrease will hinder economic growth,

especially in the South;

Addidonal excise taxes are an invitation o increased
¢riminal actvity in the form of bootlegging and theft of
cigarettes;

Raising the federal excise tax will deplete a traditional
source of revenue for states and localities;

Increased excise taxes are unfair and regressive; and

Health care cost containment is the key to providing
services to all Americans.

Tactical Strategies:

Assist/enlist industry core and supplier groups with
informing congressional, state, and White House officials
regarding the potential economic blight a massive tax

increase will have;

Enlist and assist third party groups in the development,
release, and publicizing of studies/polls/research which

support our position;

Coordinate media hits to coincide with the health care
committee/congressional calendar(s); and

Promote alternative solutions.

C0eSLb 20z



IMPACTS OF A FEDERAL CIGARETTE EXCISE TAX CHANGE

The current federal cigarette tax in the United States is $2.40/carton.” A $2.80/canon
federal exclse tax increase would raise the federal excise tax on cigarettes to
$5.00/carton, representing an 108% increase.

- The tax burden on cigaréttas is currently (FY'93* ) $5.75/carton or
31.3% of the price of a carton of cigarettes.

v $2.20/carion federal sxcise tax**

. $2.60/carton state exciss tax

. $0.87/carion state sales lax

. $0.08/carion local taxes

. $18.40/carton average retail price

If a federal axcise tax increase of $2.60/carton was to be enacted 1/1/94, the tax
burden on cigarettes is estimated to increase to §8.87/carton. Total local, state,
federal, and sales cigaratte taxes will reprasent 38% of the price per carton.

$5.00/carton federal excise tax
$2.70/carton state #XCise tax
$1.09/carton state sales tax
$0.08/carton local {axes
$22.92/carton average retail price

UNFAIR - Smokers in the United States currently pay approximately $13.3 billion in
cigarette taxes. ($5.119 bilion federsl, $6.050 bilion state, $2.1 bilion sales, and $.2 million local)
This contribution is too great for any one group of consumers to bear when these taxes
Fen;gta?veryone in the state. {Based on preliminary Tobacco Institute data for FY'92 and estimates
of

BEGRESSIVE - Federal consumer axcise taxes in the United States, such as those on
tobacco, take nearly three times the amount from the poorer consumers than from the
middle class. (Source: U.S. House of Representatives, Committee on Ways and Means)

JOBS - The tobacce industry creates 2.7 miilion jobs in the United States and these
tobacco-related empioyees receive aimost $69.49 billion in compensation. Total jobs
lost due to the potential cigarette tax increases = 110,618. (Based on TMAWEFA 1990
data)

. 102,100 from a $2.60/carion federal excise tax increase
. 2,987 from a $0.10/carton state excise iax increass
. 5,531 from a $0.22/canton state sales lax increase

REVENUE ERQSION - The $2.60/carton federal excise tax increase wouid also resuit
in approximately 1.3 billion packs !ost over a two year period (FY'94 and FY'95). in fact,
the federal govemment will generate about $11.5 million lass per penny after the
increase. States and localities stand to lose nearly $370.3 million in cigarette excise tax
revenues alone, (Basad on Tobacco institute and NCSL Study; Effect of Proposed Federal Excise Tax
Rale Increases on Stats Excise Tax Revenues, 7/90)

* Fiscal Year represants July 1 Swough June 30 of the following year, L.e. FY'93 = 711792 - 8/30/93.
--Fmralexmmmtor'?mmum-szwmn,mﬁ.mmnnwmnmw
sacond hail of FY'93. The average federal excise tax rate for FY'93 is equal to $2.20/carton.
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IMPACTS OF STATE AND FEDERAL CIGARETTE
EXCISE TAX CHANGES IN ARKANSAS

The current federal cigarefte tax in the United States is $2.40/carton. A $2.60/carton
federal excise tax increase would raise the federal excise tax on cigaretts to

. $5.00/carton, representing a 108% increase.
- The tax burden on cigarettes in Arkansas is currently (FY'93°)

JAX BURDEN , )
$5.69/carton or 32% of the price of a carton of cigarettes.

$2.20/carton federsl tax** . $2.72/carton state lax
. $17.79/carton average retall price

. $0.77/carion sales tax
If a federat excise tax increase of $2.60/carton was to be enacted 1/1/94, the tax
burden on cigarettes in Arkansas would increase to $8.13/carton. Total state, federal,
and sales cigarette taxes will represent 40% of the price per carton.

$5.00/carton federal tax . $3.15/caron state tax
. $22 74/caron average retall price

$0.58/carion sales tax

-

UNFAIR - Smokers in Arkansas currently pay approximately $161 million in cigarette
taxes. ($63 milion federal , $77 milion state, and $2% milion ssles). This contribution is too
great for any one group of consumers to bear when these taxes benefit everyona in the

state. (Based on preliminary Tobacco Institute data for FY'92 and estimates for FY'93)

- Excise taxes in Arkansas, such as those on tobacco, take about three
times the amount from the poorer consumers with incomes below $10,200 than from
the middle class with incomes exceeding $41,000. (Source: Ctizens for Tax Justice)

JOBS - The tobacco industry creates 16,000 jobs in Arkansas and these tobacco-
related empioyees receive almast $337 million in compensation. Total jobs lost due to
the potential federal cigarette excise tax increass = 680. (Based on TMAWEFA 1390

data)
630 from a $2.60/carton fecdersl Cigarette tax increase
. 30 from a $0.19/Casion cigarette sales iax increass
Approximately 18% of the job losses, 116 will occur in the core and supplier seciors. Tobaceo core and
supplier sector jobs include fobacco growers, warshouss auctioneers, manufacturers, wholesalers,
ratailers, and direct supporters (L.e. chemical, paper, machinery, and plastics smpioyess).

- The $2.60/carton federal cigarette excise tax increase would
rasult in approximately 11 milion packs lost over a two year period (FY'94 and FY'95).
in fact, the state stands to lose nearly $2.5 million in state excise tax revenues alone.
{Based on Tobacco Institute and NCSL Study: Effect of Proposed Federal Excise Tax Rate Increases on
State Exciss Tax Revenues, 7/90) '

* Fiscal Year represents July 1 through June 30 of the following year, Le. FY'S3 = 7/1/52 - 8/30/93.
** Foderal excise tax rate for first haif of FY'93 « $2.00/carion, then increased 1o $2.40/carion for the

sacond haf of FY'93, The average federal excise tax rate for FY'93 is equal to $2.20/carton,
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IMPACTS OF STATE AND FEDERAL CIGARETTE
EXCISE TAX CHANGES IN KANSAS

The current tederal cigarette tax in the United States is $2.40/carton. A $2.60/carton
federal excise tax increase would raise the federal excise tax on cigarette to
$5.00/carton, representing a 108% increasa.

- The tax burden on cigarettes in Kansas is currently (FY"94*)
$5.36/carton or 23% of the price of a carton of cigarettes.

. $2.20/carton feclaral tax** ' $2.40/carton state tax
’ $0.76/carton sales tax . $18.83/carton average retall price

It a federal excise tax increase of $2.60/carton was to be enacted 1/1/94, the tax
burden on cigarettes in Kansas wouid increase to $8.34/carton. Total state, tederal, and

sales cigarette taxes will represent 36% of the price per carton.

. $5.00/carton fadleral tax . $2.40/cartont state tax
. $0.94/carton sales tax . $23.0S/carton average retall price

UNFAJR - Smokers in Kansas currantly pay approximately $113 million in cigarstte
taxes. ($47 milion federal, $51 milion state, and $15 milion sales), This contribution is ioo
great for any one group of consumers to bear when these taxes benefit evaryone in the
state. '(Based on preliminary Tobacco Institute data for FY'92 and estimates for FY'$3)

BEGRESSIVE - Excise taxes in Kansas, such as those on tobacco, take nearly three
times the amount from the poorar consumars with incomes below 12,400, than from the
middle class with incomes exceeding $49,600. (Source: Citizens for Tax Justice)

JOBS - The tobacco industry creates 23,400 jobs in Kansas and these tobacco-related
employees receive almost milion in compensation. Total jobs lost due to the
potential federal cigaretie excise t2x increass = 964. (Based on TMA/WEFA 1990 dats)

. 923 from & $2.80/carion federal cigaratte tax incresse
. 41 from a $0.18/caron cigarutie saies tax incraise

Approximately 16% of the job logses, 150, will occur in the core and suppliar sectors. Tobacco cors and
supplier sector jobs includs tobacco growers, wanshouse auctioneers, manufacturers, wholesalers,
retailars, and dirsct supporters (Le. chemical, paper, machinery, and plastics empioyses).

BREVENUE EROSION - The $2.80/carton federal cigarette excise tax increase would
result in approximately 16 milllon packs lost over a two year period (FY'94 and FY'98).
In fact, the state stands to lose nearly $3.75 million in state excise tax revenues alone.
(Based on Tobacco instiute and NCSL Study: Elfect of Proposed Federal Excise Tax Rate Increases on
State Excise Tax Revenues, 7/90)

* Fiscal Yeoar reprasents July 1 through June 30 of the following year, Le. FY'33 = 7/1/82 . 8/30/93.
** Faderal excise tax rate for first half of FY"93 » $2.00/carion, then increased 1o $2.40/carion for the
sacond haf of FY'93, The average federal excise tax rate for FY'33 is equal to $2.20/carton.
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IMPACTS QOF STATE AND FEDERAL CIGA
EXCISE TAX CHANGES IN SOUTH CARC?LEIIKE

The current federal cigarstte tax in the United States is $2,40/carton. A $2.60/carton
federai excise tax increase would raise the federal axcise tax on cigarette to
$5.00/carton, representing a 108% increass.

- The tax burden on cigarettes in South Carofina is currently (FY'93°)
$3.65/carton or 23% of the price of a carton of cigarettes.

$2.20/carton federal tax** . $0.70/carton state tax
$0.75/carton sales tax ’ $15.69/carton average retail price

If a federal excise tax increase of $2.60/carton was to bo enacted 1/1/94, the tax
burden on cigarettes in South Carolina would increase to $6.65/carton. Total state,
federal, and sales cigarette taxes will represent 33% of the price per carton.

. $5.00/carton feders) tax . $0.70/carion state tax
. $0.95/carton sales tax . $19.99/carton average retsil price

UNFAIR - Smokers in South Carolina currently pay approximately $155 million in
cigaratte taxes. ($93 miion fedaral , $30 milion state, and $32 milion sales). This contribution
is too great for any one group of consumers 1o bear when these taxes benefit averyone
in the stata. (Based on praiminary Tobacco instiute data FY'92 and estimates for FY'93)

REGRESSIVE - Excise taxas in South Carolina, such as those on tobacco, take nearly
two and one haif times the amount from the poorer consumers with incomes beiow
11,800, than from the middie class with incomes exceeding $50,100. (Scurce: Citizans for
Tax Justics)

JOBS - The tobacco industry creates 39,600 jobs in South Carolina and these tobacco-
related employees receive aimost $735 miillion in compensation. Total jobs lost due to
the potentiai federal cigarette tax increase = 1,831. (Based on TMA/WEFA 1990 daia)

. 1,549 from a $2.60/carton federal cigaretts tax increase
. 82 from a $0.20/carion cigarette saies 1ax increase

Amihmﬂylﬂdhpbbun.?ﬂwlmhﬂmﬂnmm.hmcmw
supplier sactor jobs inciude fobacco growers, warshouse auctioneers, manufaciurers, wholesalars,
retaders, and direct supporters (Le. chemical, papér, machinery, and piastics smpioyees).

REVENUE EROSION - The $2.60/carton federal cigarette excise tax increase would
result in approximately 17 milllon packs lost over a two year period (FY'94 and FY'95).
In fact, the state stands to lose nearly $1.2 miilion in state excise tax revenues
alone. (Based on Tobacco instiute data and NCSL Study: Effect of Proposed Federal Excise Tax Rate
Increases on Staie Excise Tax Revenues, 7/90)

* Fliscal Year represents July 1 through June 30 of the folowing year, Le. FY'33 = 7/1/92 - 8/30/93.
* Fadaral excise tax rate for first hail of FY'93 = $2.00/carkon, then increased 10 $2.40/carton for the
second haf of FY'93. The average jederal excise tax rate for FY'93 i equal 10 $2.20/canon.
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IMPACTS OF STATE AND FEDERAL CIGARETTE
EXCISE TAX CHANGES IN CONNECTICUT

The current federal cigarette tax in the United States is $2.40/carton. A $2.60/carton
federal excise 1ax increase would raise the federal excise tax on cigarette to
$5.00/canton, representing a 108% increase.

- The tax burden on cigarettes in Cannecticut is currently (FY'93*)
$7.90/carton or 37% of the price of a carton of cigarettes.

. $2.20/carton federal tax** . $4.50/carton state tax
. $1.20/carton sales tax . $21.28/carton average retall price

if a federal excise tax increase of $2.60/carton was to be enacted 1/1/34, the tax
burden on cigarsttes in Connecticut would increase to $10.98/carton. Total state,
federal, and sales cigarette taxes will reprasant 42% of the price per carton.

. $5.00/carton federy tax . $4.50/carton state tax
. $1.48/carton sales tax . $28.18/carton average retall price

UNFAIR - Smokars in Connecticut currently pay approximately $207 million in
cigaratte taxes. ($58 miion feceral , $119 milion state, and $30 million sales). This contribution
is too great for any one group of consumers ta bear when these taxes benefit everyone
in the state. (Based on preiiminary Tobacco Instiute data for FY"92 and estimates for FY'93)

REGRESSIVE - Excise taxes in Connecticut, such as thos? on tobacco, take about two
and one haif times the amount from the poorer consumers with incomes below
$17,600, than from the middle class with incomes exceeding $64,600. (Source: Chizens for
Tax Justice)

JOBS - The tobacco industry creates 40,600 jobs in Connecticut and these tobacco-
rolated empioyees recaive almost $1.2 bilion in compensation. Total jobs lost due to
the potentiai federal cigareite excise tax increass = 1,672, (Based on TMAWEFA 1980
data)

. 1,572 from a $2.80/carton federal cigarette tax Increase ~
J < 100 from a $0.28/carton cigarstte saies 1ax increase

Approximately 22% of the job losses, 386 wi occur In the core and suppiler seciors. Tobacco core and
supplier sactor jobs include tobaces growers, warshouse auctioneers, manuiacturers, wholesalers,
retailers, and direct supporters (L.e. chemical, paper, machinery, and plastics ampicyees).

REYENUE EROSION - The $2.80/carton federal cigarette axcise tax increase would
result in approximately 13 milion packs lost over a two year period (FY'94 and FY'95).
In fact, the state stands to lose nearly $5.8 million in state excise tax revenues alche.

Based on Tobacco institute and NCSL, Study: Effect of Proposad Faderal Excise Tax Raie Increases on
Excise Tax Ravenues, 7/90)

* Fiscal Yaar represents July 1 through June 30 of the following year, 1.e. FY'93 = 7/1/82 - 8/30/93.
** Fadsral excise tax rate for first half of FY'93 = $2.00/carion, then increasad 10 $2.40/carton fof the
second haf of FY'93. The average federal excise iax rate for FY'33 is equal o $2.20/carton.
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(MPACTS QF STATE AND FEDERAL CIGARETTE
EXCISE TAX CHANGES IN CALIFORNIA

The current tederal cigarette tax in the United States is $2.40/carton, A $2.60/carton
tedlgral excise tax incrgase would raise the federal excise tax on cigarstte to
$5.00/carton, reprasenting a 108% increass.

- The tax burden an cigarettes in California is curtently (FY'93")
$7.23/carton or 32% of the price of a carton of cigarettss.

. $2.20/carton federal tax** . $3.50/carton state tax
. $1.53/carton sales tax . $22.63/carton average relall price

If a federal excise tax increase of $2.60/canon was {0 be enacted 1/1/94, the tax
burden on cigarettes in California would increase to $10.37/carton. Total state, federal,
and sales cigarette taxes will represent 37% of the price per carton.

. $5.00/carton federal tax . $3.50/carton state tax
. $1.87/carton saies tax . $27.68/carton average retall price

UNFAIR - Smokers in California currently pay approximately $1,320 million in cigarette
taxes. ($409 milion federal, $651 milion state, and $260 milion saies). This contribution is too
great for any one group of consumers to bear when these taxes benefit everyonae in the
state. (Based on preliminary Tobacco Institute data for FY'32 and estimates for FY'S3)

BEGRESSIVE - Excise taxes in Califomia, such as those on tobacco, take more than
three times the amount from the poorer consumers with incomes below $11,700, than
from the middls class with incomes exceeding $59,000. (Source: Chizens for Tax Justice)

JOBS - The tobacco industry creates 310,600 jobs in California and these tobacco-
related employees receive aimost $9.0 billion in compensation. Total jobs lost due to
the potential foderal cigarette excise 1ax increases = 12,789. (Based on TMA/WEFA 1990

data}

. 11,862 from a $2.60/carion federal cigaretts tax Increase
. 927 from 3 $0.34/carton cigarstte ssies tax increase

Approximately 12% of the job losses, 1,533, will occur in the core and supplier seciors. Tobaceo core and
suppliar sactor jobes inciude tobecco growers, warshouss auctioneers, manuiaciurers, wholasalers,
ratailers, and cirect supportars (1.e. chemical, paper, machinery, and Dlastics employees).

BEVENUE EROQSION - The $2.60/carton federal cigarette excise tax increase would
rasult in approximately 113 milion packs lost over a two year period (FY'94 and FY'95).
In fact, the state stands to kose nearly $39.4 million in state excise tax revenues aione.
(Based on Tobacco InstRute and NCSL Study: Effect of Proposed Federal Excise Tax Rate Increases on
State Excise Tax Revenues, 7/90)

* Fiscal Year represents July 1 through June 30 of the following year, Le. FY'S3 » 7/1/92 - 8/30/93.
** Fadaral oxcise tax rate for first haif of FY'93 = $2.00/carion, then increased o $2.40/carton for the
zacond halt of FY'93. The average faderal excise tax rate for FY'93 is aqual to $2.20/carton,

80¢g bvi207



THIRD PARTY
ACTIDITIES
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COALITION AGAINST REGRESSIVE TAXATION

® C(CART

April 29, 1993

MEMORANDUM
TO: CART Vice Presidents
FROM: Kenneth Stinger 4(.9-
RE: CART VP Meeting

There will be a CART Vice Presidents meeting on Friday,
May 7, 1993 at 8:30 a.m. You are also invited to a W
Reprassntativy -] 9 | A 4 )

A J - t
House Ways and Meaps Commjittes,

The breakfast meeting on May 5, 1993 will be held in the

. 3rd Floor Conference Room and the CART Vice Presidents’ meeting

will be held in the 4th Floor Conference Room at American Trucking
Associations’ cCapitol Hill Building, 430 First Street, S.E.

Please call Juanita Peoples at {202) 544-6245 to RSVP if
you plan to attend these meetings. Thank you,

/ip
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COALITION AGAINST REGRESSIVE TaxaTioN

CART

FOR IMMEDIATE RELEASE CONTACT: Mike Mason
(703) 838-79356

NEW STUDIES SHOW EXCISE TAXES DISCRIMINATE AGAINST
MOST AMERICANS, WILL COST MORE THAN 300,000 JOBS

WASHINGTON {March 15) -- Two new studies charging that excise taxes
currently unger discussion discriminate against lower- and middle-income families and
will cost more than 300,000 U.S. jobs wers presented today by Thomas J. Donohue,
prasident of thé Coalition Against Ragressive Taxation {(CART).
Donohue, whao alsa president and CEQ of the American Trucking Associations,
presented the studies, prepared by the economic research firm of Peat Marwick,
which damonstrated the inequitable economic impact of the proposed taxes.
"Excise taxes unfairly hit families making under $30,000 per year," said
Donohue quoting the studies, "and fifty-four percent {54 %) of America’s families earn
less than $30,000 per year."
Among the studies’ other findings:
® F;milies making under $30,000 per year pay twice as high a percentage
of income on excise taxes as families making $30,000-$60,000 and five
times as high as families earning more than $60,000 per year.

. A doubling of federal excise taxes on gasoline, alcohol and tobacco
products will rasuit in the displacement of 300,000 U.S. jobs.

{more)

- _ . m— sey
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"These are the wrong taxes pai_d by the wrong people and they'll get the wrang
resuits,” said Danchue. "They discriminate and they cost jobs. We're just here to ask
for fairness. If we have to collect a tax, let it be from the ‘haves,’ not the have-nots."

"Just because a tax is easy to hide, easy to c‘ollect and easy to rationalize,
doesn’t mean it's fair or equitable,” Donohue said.

Donohue noted that the proposed tax on natural gas, coal and nuclear power
would be 25.7 cents per million Bfu's. But the tax on oil wouid be 59.9 cents per
million Btu’s -- more than twice the tax gn gther energy sources.

Rurai residents, who drive more than urban dwellers and have no access to
subsidized transit systems, would pay 62 percent of the total gasoline tax, even
though a majority of Americans live in metrapelitan areas.

CART in&icated a willingnass to pay what they call a "fair share" of the tax
burden and vowed to work together with Congrass to see that the final economic
package is equitabie.

“Let’s nat make one income group, or one industry, or one geographic area pay
far a deficit that we all created,” said Donohue.

X
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Coalition Against Regressive Taxation {CART)

Membarship |ncludes:

American Wholesale Marketers
Smokeless Tobacco Council

DISCUS

Taobacco Institute

American Trrucking Associations

Beer Institute

Wine & Spirits Wholesalers Association
R.J.R. Nabisco

National Beer Wholesalers Association
Cassidy & Associates

Philip Morris, Inc.

Hecht, Spencer & Assaciates, Inc.

Cigar Association of American
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Statement by
Tom Donohue
Prasident and CEQ, American Trucking Assagigtion
President, Coalition Against Regressive Taxation (CART)

Prass Conference
March 15, 1993
8:30 a.m,
Nationai Prass Club
Topie: Excise Taxes

{’m Tom Donohue, president and CEQ of American Trucking Associations, and
president of CART, the Coalition Against Regressive Taxation. We're here to talk
about two new studies containing evidence that proves excise taxes are regressive
and harmful to lower- and middle-income families and that increasing these taxes will
result in the loss of more than 300,000 jobs.

According to the studies by the Policy Economics Group of Peat Marwick, fifty-
four percent of America’s families earn less than $30,000 per year. The families
earning less than $30,000 per year are this Administration’s constituency. Yat, these
are precisely the people who will be unfairly hit by these taxes.

According to the studies, families making under $30,000 per year pay twice
as high a percentage of income on excise taxes as families in the next income bracket
{$30,000-$60,000]. These iawar-income familias pay five times as high as families
garning more than $60,000 per year.

Now let’s put these two facts together and show both the share of income and
the share of axcise taxes born by each of thess income groups (see accompanying
charts).

Famities making under $30,000 receive 19 percent of the total income in the
United States. Yet, they’'re paying 43 percent of ail federail and state excise taxes on
gasoline, alcohol and tobacca. It daesn’t take a math wizard to see that these peopte
are being disadvantaged.

Families earning $30,000 to $60,000 receive about 33 percent of the total
income and pay about 35 percent of the excisa taxes. Now that's a little more
balanced.

But famiiies earning over $60,000 receive 48 percent of the total income, while
only paying 22 percent of the excise taxes. This is unfair and unacceptable.

VLESIPLLOZ
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Now, | also said excise taxes unfairly target by industry and geography. Since
| am most familiar with trucking, et me use that industry as an example,

Some weeks ago, we spoke out against fuel taxes. We are very pieased by the
Administration’s decision not 10 include them in their program. Instead, they chose
a Btu tax which, if equitably appiied, would at least be fair and balanced.

Howsever, it is not equitable. The proposed tax on natural gas, coal and nuclear
power would be 25.7 cents per million Btu’s. But.the tax on oil would be 59.9 cents
per million Btu’s -- more than double the tax on other energy sources ... that is grossly
unfair.

When fully phased in by mid-1996, the tax wouid push up the cost of all
petroieum products, including gasoline and diesei fuel, by roughly 8 cents per gailon.
That works out to $3 billion of tax on commercial truck owners alone. So the "broad
based energy tax" becomes a camouflaged fuel tax, and another unfair excise tax.

Fuel taxes not only target the lower- and middle-income groups, and certain
industries, they also hit harder at certain geographic areas. In rural areas, for
example, the average household generates over 40 miles of daily auto travel as
caompared to about 25 miles for motorists in large metropolitan areas. Also,
metrapolitan areas offer subsidized mass transit systems.

As a result, rural America will shouider a 62 percent greater burden per capita,
than will urban residents. Friday’s Journai of Commerce reported that the Petroleum
Marketers Association of America pradict that households in New England and the
Mid-Atiantic states will pay at least 10 percent more in anergy taxes than those in
other regions, and 25 percent mara than thase in the South Central region. Why
should certain regions or particular industries assume more of the tax burden? It is

obvious that they shouid not.

The Marwick studies also demanstrate that a doubling of federal excise taxes
on gasoline, alcohol and tobacco products will result in the displacemeant of 300,000
U.S. jobs:

. Doubling the federal gascline tax would dispiace about 130,000
workears,

° Doubting federal receipts from beer, wine and distilled spirits would
displace over 110,000 workers.

* Doubling the federal take from tobacco would knock out 60,000 jobs.

g LEQH?ALOZ
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Pundits will argue that these jobs will show up elsewhere in the economy, but

try explaining that the people who have families to feed. These job lossas will cause

real pain to real people in selected states, industries and occupations.

Before we slap a tax on targeted industries, we should [ook at the current
taxes:

L] Current federal tax on cigarettes is 24 cents a pack.
. Current federai gasoline tax is 14.1 cents-per-gailon.
L] Current federai diesel tax is 20.1 cents-per-galion.

Don’t forget the states collect taxes too. The average state tax on a pack of
cigarettes is 27.5 cents. When combined with the federal tax, the total tax paer pack

is about 51-and-a-haif cents.

The average state tax on gasoline is 18 cents-per-galion, and many local
governments exact additional taxes bringing the totai average to 40 cents-per-gallon.

But government wants more. We hear from some state officials that they're
gaing to suppoart the federal excise taxes because the states want to use the federal
tax hikes as a cover for increased state excises taxes. So what you get is tax upon
tax on targeted products that the iower- and middie-income workers will have to pay -

- and more lost jobs.

The problem with excise taxes is they tax the wrong people, they discriminaya
and they cost jobs. Excise taxes are unequal in their collection, targeting certain
groups of peopie, individual industries, particular geographic areas.

Bsmember the important numbers from the studies:
- 54 percent of American families earn lass than $30,000
wealthy (over $60,000)

- 300,000 lost jobs

We'ra just here to ask for fairness.

ragion pay for a deficit that evaryone created.

That 54 percant pays twice as high a percantage of their income as the
next income group ($30,000 to $60,000), and five times as high as the

If we have to collect a tax, let it be
balanced. And let’s not make one income group, of ona industry, or one geographic

9LESLY . 207
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We’re willing to pay our fair share, and we’ll work together with Congress to
see that the final economic package is equitable. Thark you for coming. We'll be

happy 10 take your questions now.

# ¥4
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ust Ask Low- and Middle-Income Americans

m‘%'-f,' 0000 ® 54 Percent of American Families

il Earn Less Than $30,000 Per Year

{ .
P

54%a

More Than $80,000
16%

@ These Families Account For Only 19
Percent of Family Income

® But They Pay A Staggering 43 Percent
of Excisc Taxes

@ As A Pereentage Of Income, They Are
Taxed Five Times As Much As Families
Earning More Than $60,000 Per Year
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Why Take The Most From Those Who Have The Least?
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Why Take The Most From Tiose Who Have The Leas..
Y
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For further information contact Susan Tanaka
(202) 547-4484

The Committee for 3 Responsible Federal Budget today released a report on the first phase
of their Heaith Care Reform Project. Henry Beilmon, Republican Co-Chairman of the
group, describes the report as "a budgetesr's eye view of health care reform issues.”
Governor Bellmon points out that there is much speculation, but little hard data available in
the heaith care reform debate. "We are budget experts, not health care experts,” he said,
"but this analysis leads us to recommend a cautious approach to health care reform.”

Robert N. Giaimo, Democratic Co-Chairman of the CRFB, underscores the need for caution.
He says: "There is a temptation to believe that reform will bring better care to more people,
nobody will have to give up anything and everybody will pay less.” Mr. Giaimo said, "In
one very important way, the heaith care reform debate is like the budget deficit debate. The
most important conclusion we reach is that there are no easy choices or quick fixes."

Susan Tanaka, Committee Vice President and project director says historicaily there has been
a tendency to underestimate costs and overestimate savings from poiiticaily popular
proposais. Ms. Tanaka says, "The interaction of costs and savings across the Federal
budget, national heaith and the national economy -- as well as the interaction of the three
economic sectors — is not now weil understood by heaith care anaiysts, economists,
politicians and the American people. Solving the health care problem will require significant
changes in the attitudes and behavior of consumers, providers and other players in the health
care industry. For reform to be durable, all parties will have to commit themselves over the
long term o making the necessary changes.” She also says, however, "While we do not
know how long it will take to forge a national consensus on system-wide reform, there are
steps government might take immediately that could begin to expand access, achieve modest
savings, and improve the prospects for more ambitious reform.”

Committee President Carol Cox Wait says there is a direct relationship between rising health
care costs and rising Federal deficits. She concludes, "Costs already are growing too fast.
Adding more demand and new funding will only make this situation worse. It could be like
throwing gasoline on a fire. Federal government efforts must focus on health cost
containment. Expanded access may be financed gradually as savings are achieved.”

The second phase of the project will focus on system wide health care reform proposals --
what they cost or save -- and the distribution of cost and savings across the economy.
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Conclusions

Health Care Reform Project
Phase I: Cost Containment and Incremental Reform

For rweive years, the Committee for a Responsible Federal Budget has worked 10 educate the
public on the federal budget and reiated issues. Today, all roads lead to health care spending

in the budget.

s If government were 0 raise revenues and reduce non-health care spending enough to
balance the budget next year, within a decade we oace again would face $300 billion per
year deficits, unless we did something to restrain the rate of growth in health
expenditures.

» Health spending is growing more than twice as fast as the economy. Federal revenue
growth only keeps pace with economic growth.

® We caanot solve the budget deficit problem anytime in the foresseable futurs unless
something is done substantiolly to rastrain the general rate of growth in heath care
spending and, spacifically, the growth in the costs of Federal programs. This is true
even assuming pg new programs and ng expansion of current benefits under existing

programns.
As budget experts, not health care experts, our Committee undertook this study of health care
reform to assess the likely cost and savings associated with frequently mentioned proposals. The
Committee examined the inefficiencics and perverse incentives in the current system, identified
incremental reforms proposed to mitigate or eliminate these factors, and estimated the budget
savings that these measures would produce.

As budgetsers, we recognized that economic savings, health care savings, and budget savings
are three different concepes. Furthermore, because "savings” in one sector are often costs to
another, we looked at impacts across the economy. Our analysis highlights the thres sectors

affected by health care reform: individual, large and small employers, and Federal, Stte and
local governments.

The most important conclusion we reach, in the first phase of our Heaith Care Reform Project,
is that there are a0 easy choices or quick fixes. _

& The illusion of easy solutions misdirects our efforts to accomplish meaningfui reform.

Committes for s Responsible Federal Budget ~ Page 1
Draft: Agsil 14, 1593
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It exacerbates our tendency to underestimate the cost and oversstimate savings
associated with politically popula.r goals.

We are concerned, for i msunce, that the politicians and the public could be tempted
to rely on price controls to finance expanded health care benefits just as they have
been tempted for so long w believe that we could solve the budget deficit problem
if we only climinate waste fraud and abuse in government. Qr, constituencies only
focus on problems most apparent to them, argue for individual remedies, and ignore
the potential cross-sectoral impact of change.

¢ The interaction of costs and savings acroas the Federal budget, national health, and the

national economy -- as well as the interaction of the three economic sectors - is not now
well-understood by health care analysts, economists, politicians, and the American

people.
The thoughtful measurement of the cumularive effect of these interaction is essential
if health care reform is to generate sustainable solutions to our health care cost and
- access problems.
While it i seductive to say that health care costs are "societal” and to expect govemment
to pay for what we want, in the end, health care consumers are individuals, and we must
pay for what we consume, either as individual consumers or collectively as taxpayers.

Hinmaﬂy,dmehubemamqummpomwnmgsmbedﬁved
from changes in public policy.

Government commits o new programs and increased spending, assuming that the
increased outlays will be offset by projected savings.

Too often, the projected savings do not materialize, government remains committed
to higher spending, and the deficit goes up.

In addition, it is difficult to measure accurately the impact of individual proposals.
" Eaxch apalysis requires a number of assumptdons. The ability to develop good
estimates is limited by available data and knowledge and the use of static, rather than
dynamic, analytic techniques. _

s Using different assumptions can result in wide swings in projections. In their

budgets, public policy makers must make sllowances for major deviations.

Although we cannot afford to avoid sny longer the tough decisions that have to be made, heaith
care reform need not be an all or nothing proposition.  Rising annval deficits projected by the
President beginning in 1998 and continuing through the first decade of the 21st century are due
largely to rising health care costs, in the nearer-termn.  Therefoce, Federai government efforts
must focus on cost containment. Bxpanded access may be financed gradually as savings are

achieved.

Committas for 3 Respoasible Fadaral Budget — Page 2
Draft: April 14, 1943
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s While we do not know how long it will take to r‘orge 4 national consensus oa system-
wide reform, there are steps govermnment might take immediately that could begin 1o
expand access, achieve modest svings, and improve the prospects for more ambitious

reform.

—
¢ The heaith care system should “self-finance” any expanded benefits with savings from
incremental measures. Costs are already growing %00 fast, Adding more demand and
new funding will only make this situation worse. It could be like throwing gasoline on
a fire.

Our expericnce shows that third-party payors have helped 10 eliminate traditional
restraints on the demand for health care and have helped fuel rising costs, we must
be careful not to further exacerbate this growth in cost. Therefore, expansion of
coverage and benefits must be phased-in after we have demonstrated that we have
replaced an uncontrollable system with one that has effective controls over costs.

Fiscal discipline can help to focus the debate by making it more difficult to avoid the
difficult choices necessary to make the health care system affordable,

Absent effective fiscal constraints, addingmhedwmdforarecouldjenpudizzme‘x
effort to achieve meaningful cost contsinment.

Incremental reforms can add to our knowledge base, reduce the risk of unacceptable outcomes,
alleviate some of the access problems, and help prepare public opinion for the types of changes
that will have to be made.

Thefoﬂowingmmpluofmﬂmuﬁbeﬁnmmmlm

Implementation of compatible electronic billing and claim processing systams;
Medical malpractice refoem;

Outcomes research, enforcement of medical practice guidelines;

Increased enroliment in effective managed care plans;

Capping the tax deductibility of employer-paid health benefits; and
WMWMMmMWMWSm
innovation.

The following are examples of measures that can help increase access o care:

Small group market reform;

Pre-emption of State-mandated benefits;

Pre-emption of State legislative barriers to managed care;

Capping the tax deductibility of employer-paid heaith benefits; and
MWMMMMMWMuﬂWM
innovation.

Commities for 2 Responsible Federa! Budget —~ Page 3
Dnft: April 14, 1993
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In addition, the Federal government could provide leadership through example by reforming
Federal heaith care programs (e.g., consalidaﬁng programs and closing underutilized facilities)
and by converting the Federal Employee Health Benefit program (FEHBP) to managed
competition to test the approach.

In the longer term, effective reform will have to target two, often conflicting, but inter-relared
objectives:

o Cost conainment. Meaningful reform must save money relative to the projected trend.
Failure to do so will impede, if not prevent, the achievement of the second goal of
universal access.

Effective, long-term cost containment will require consumers to accept limits on what
we demand and to pay more for what we get.

s Access. Assuring that all citizens have access to quality health care is a desirable social
goal. Universal coverage may prove to be a precondition to long-term cost control and

Expanded access could easily go beyond providing those who need care, but cannot
afford its cost. To some, expanding access means more and better benefits, lower
out-of-pocket individual cost, broader coverage, cven greater convenience. Any
movement in this direction will require fiscal constraint until costs can be contained.

Salving the health care problem will require significant changes in the attitudes and behaviors
of consumers, providers, and other players in the health care industry. For reform to be
durable, all parties will have to commit themselves over the long tarm 0 making the necessary
changes.

Commitise for s Rasponsible Fuderal Budget — Page 4
Draft: April 14, 1593
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; DEPARTMENT OF HEALTH & HUMAN SERVICES Offica of tha Secraary

M
£

E]
“m Washington. 0.C. 20201

Mr. Eduardo Pefia, Jr.
Chairman of the Board
LULAC Foundation, Inec.
1314 19th Street N.W.
Washingten, D, C. 20005

Dear Mr. Pefia:

Thank you for your letter and the study by the KPMG Peat Marwick
Policy Economic Group. I appraciatae your interest in health care
reform and your ceontribution to our effort.

Your letter makes an excellent point, that the selection of
health care reform financing has critical and vital implications.
Consequently, we are carefully examining the economic effects of
alternatives, even though we do not expect to need much added
revenuae.
———————

The materials you sent indicate that of the five types of tay,
are the most regressive and would bes the most

onerous for the certain low-income populations in the Latin

. community. Baecause the President is aware of tha possible
burden, he and the Task Force will centinue to consider
alternatives. I am pleased to =ee that the mataerials you sent
will be included with other resources we will ba using in the
coming months.

Thank you again for sharing the information with us.

Sincpraly,

Acting A;sistant Sacretary
for Planning and Evaluation

§2CSiv.LLIOC



‘ Contact: Eduardg Peda, Ir..
\ Chairmagn, LULAC Foundation

NEW STUDY EXAMINES IMPACT OF NATIONAL HEALTH CARE

Ecuardo Pefle. . REFORM FINANCING OPTIONS ON U.S. HISPANIC COMMUNITY
Chalwan

Marusl Gonesies
viceChaimen  WASHINGTON, D.C., March 2§ .- A aew study, analyzing potential funding

mechanisms for astional health care reform, reveals the detrimental impact some

Eduardd Mevga
reasurer of ttlwse new taxes c_ould have on the Hispanic American community and oa the
working poor of America as well,
Secremey The major findings of the study show that three widely discussed ways 1o pay
Qecar Moran for health care reform -- taxing workers on a portion of their employer-provided

LULAG Nulion/  eglth benefits, increased excise laxes, and taxing employers on a portion of the
Prosicce health care benefits they provide to their workers - would hit America’s working
Muben Bonfle, ¥.  poor, inciuding Hispanics, the hardest,

Tony Sonilia

Witiar Bondia The study, H

i N was prepared for the League of United Latin
Garzs, & American Citizens Foundation (LULAC Foundation) by the Policy Economics Group

HectorGodraz  f XPMG Peat Marwick.

Oucar Laurel i
Marko Otledo “Health care reform is critical to the Hispanic community,” said Eduardo
Pete Vila Pefla, Chairman of the LULAC Foundation. “We belleve rapid movement towards

universal access is necessary and applaud President Clinton’s commitment to make

Med) Memande 1 oith care available to all Americans. However, an equally critical issue in the
health care reform debate is how universal access can be paid for without [further
impoverishing those most in need.”

A recent report by the U, S. Bureau of the Census states that more than 31% of
the Hispanic commuaity -- 7 million people -- are not covered by either private or
public heaith insurance. :

“A key reason millions of Hispamics do not have heaith insurance is because
they cannot afford it,” said Mr, Pefia. “It would be totsily counterproductive for
health care reform (o be funded through new taxes that place s disproportionate
financial burden on those who are least able tw pay. *

Mr. Pefia weat om (0 note that in such a situation, the government would
essentially be ielling this group of aiready hard-pressed Americans: “We will give
you the health care coverage you previously couid not afford -- you just have o pay
for it."”

The study examined five alternative financing methods, each designed to
raise $20 billion in new taxes annually, 10 assess how [air they would be to the
lower- and lower-middle income classes where Hispanic families are
disproportionately represented.

“Fairness in taxation is usually looked at ia terms of whether taxes are
progressive and based on a person's ability to pay,” said Fernando Ramos from the
_ . KPMG Peat Marwick Policy Economics Group.

- OVER . 2077415326
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The five financing options examined were: 3 uniform heaith care income tax
surcharge; a payroil tax increas¢ brought about through the removal of the Social
Security and Medicare hospital insurance tax caps; increased excise taxes oam alcohol,
tobacco and gascline; taxing workers on a2 portion of their health benefits: and taxing
employers on a portion of their health care expeaditures. ‘

“These five taxes are either commonly recogmized as poteatial broad based revenue
sources of have been discussed as funding sources for heaith care reform.” said Mr.
Ramos.  “Although there are obviously many others, the flve selected are sufflciendy
varied w0 help illustrate the broad differences in fairness that may exist among the
various financing options available.”

The study demonstrates that the most regressive forms of funding are excise tax
increases which take a far larger proportion of earned income from the poorest segmeats
of society than from those in the upper class. Taxing portions of employer health care
expenditures and ecmployee health care benefits are the next most regressive taxes (o
lower income groups.

In contrast, the heaith care income tax surcharge is a relatvely fair tsx because it
reflects the progressive characteristics of the existing tax system. The most fair Is the
payroll tax option, which has virtually no effect on lower income Americans.

The purpose of the study was to highlight important considerations in developing
financing for national heaith care reform. “We hope that this study provides some
answers :0- how health care reform can best be financed so that the President and
Congress do not inadvertently worsen the lot of the Hispanic commuaity and that of many
other Americans,” Mr. Pefla concluded.

The League of United Latin American Cliizens Foundation (LULAC Foundation) is a
nonprofit organization affillated with the League of United Latin American Citizens
(LULAC). LULAC, the nation’s oidest. and largest Hispanic civic orgaasization with
approximately 115,000 members throughout the United States, was established in 1929 to0
improve the quality of life for Americans of Hispanic desceat. LULAC and the LULAC
Foundsation provide direct services, research and sdvocacy on virtually ail social, political
and economic issues of concern to the Hispanic commuaity.
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SENT BY:THE TOBACCO [NSTITLTE . 4-28-93 - 2 14PY . .- 200 €37 17022

April 28, 1953

10:

Derek Crawford, Philip Morris

Mike Forscey, Wunder, Diefenderfer, Cannon & Thelen
Petsr Harris, Capital Communication Strategiaes
Jim Healey, Black, Manafort, Stone and Kally
John Jarvis, The Jarvis Company

Tommy Payne, R.J. Raynholds Nabisco

Edward Porcaro, CHCS

Bob Reese, Philip Morris

Jim Savarese, Savarese & Associates

Eric shulman, Ogilvy Adams & Rinehart

Robin Tallon

Dick White

Calvin George < ! " n

Tax Issue Meeting

This

neno confirms that our next tax issue meeting will be on:

Monday, May 3
at 3:00 pm
TI beoard room

Please let me or Christine Patterson know if you are unable to make

this

el

mesting. Thank you.

Bob Lavis

Bob McAdam

Bill Orzechowski
Susan Stuntsz
Walter Woodson

BTESLVLLOT
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TO:

FROM:

SUBJECT: FET Update from Region VIl

John Leeper

Walter Woodson

A

Apri 1993
4
‘o N \— .\\‘, ‘L .

Below is a summary of our resuls so far. We have started typing the individual reports so

they are more readable.

Attached are copies of gl] reports we have received so far,

ARKANSAS

Dickey
Lambert
Thernton
Bumpers
Pryor

KANSAS

Glickman
Slattery
Dole
Kassebaum

MISSQUR]

Clay
Danner

Gephardt
Skeiton
Volkmer
Wheat
Bond
Danforth

CONTACT

Joe Bell
Joe Bell
Stewart Bell
Earl Jones
Joe Bell

John Bottenberg
John Bottenberg
Bill Henry
Ron Hein

Ken Rothman
Louis Smither

Ken Rothman
John Britton
John Britton
Randy Morris
Ken Rothman
John Btitton

K% PRX

> X

N Yot

AFFILIATION COMPLETED

0€eSLyLL0Z



Memo o Walter Woodson

FET Update
Page 2
NEBRASKA
Hoagland Bill Peters
QKLAHOMA
Brewster Ken Nance
English *  Mandell Matheson
Synar (We do nat have anyone who can contact Synar
Nickles Ken Nance
* New contact person.
JL/cb
CC: Matt Paluszek
Joe Murray
Hurst Marshall

LeESLY 1402



Region VIII FET Bummary, April 22, 1943

ixkansag Eor Against Undegided 4Q. Response
BDickey X

Lambert X

Thorntan
Bunpers X
Pryor X

*Hutchinson X

<

Kansag

Glickman X

Slattary X
Dole | X
Kassesbaum X

Mizsouri

Clay X
Danner X
Gephardt X

Skelten X
Volkmar X

Wheat X
Bond X

Danforth X
*Talent X

Nebraska
Hoagland X
2klahoma

Brawstar X
English X
Synar X

Nickles — X

*Not on original list

ZeeSIPLLOZ



MEMBER: Congressman Jay Dic¢ckaey/Republican/4th District/Arkansag
TIMZ 3 DATE OF CONTACT: March 26, 1993

PERSONAL VISIT OR CONTACT B3Y TELEPHONE: visit X telephone_
THE INDUSTRY PERSON(S) MAKING THE CONTACT: Joe Bell, RIR, Arkansas

WAS THE CONTACT DIRECTLY WITH THE MEMBER? ves_X ne
IF NOT, NAME OF THE STAFF PERSON(S):

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
For Against X Undecided

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Health Care and related Budget Package is so complex that no
workable sclution is soon forthcoming. An increase in cigarette
taxes iz not something he will vote for.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/QTHER MATTERS
WITH THIS MEMBER:

Congressman Dickey is pro-business, pro=agriculturs, and gesnerally

anti-tax. Joe Bell suggests waiting until the Health Care Package
is published bafore re=-contacting.

OTHER COMMENTS!

Joe Bell and Congressman Dickey were in law school together and
have a good ¢ne-on-one ralationship. Joe Bell is the appropriate
persen to follow up with Congressman Dickey at a later date.

Joe Bell and John Leaper to write follow=-up lestters.

€ELSLY L0z



MEMBER: Congresswoman Blanche lLambert/Dem/l2t Oist/Arkansas

TIME & CATE OF CONTACT: April 14, 1393
PERSONAL VISIT QR CONTACT BY TELEPHONE: visit telaphone X
THE INDUSTRY PERSON(S) MAKING THE CONTACT: Joea Eell, RIR, Arkansas

#AS THE CONTACT DIRECTLY WITH THE MEMBER? yes X ne
IF NOT, NAME CF THE STAFF PERSON(S):

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
For Against Undacided X

MEMBER'S GENERAL VIEW ON TOBACCQ EXCISE TAXES AND THE HEALTH CARE
AND 3UDGET PACKAGES:

Health Cara Reform must ba accomplished, but excisa tax on tobaccs
night not be part of the answer. <Congrasswoman Lambart promised
Jee Bell she would be "equitable”,

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

Any industry facilities in the lst District should contact her.
This would inelude Kraft, etc. Local wholesalers, especially Beb
Douglas, nembers of the tobacco states and Washingten staff sheuld
furnish Congresswoman with cne page bullet paper(s) on the Price-
Waterpouse findings. BHob Douglas should make a call or visit,
State Repraesentative Bobby Hogue, cne of har consgtituents, is also
willing t¢ help with her.

OTHER COMMENTS:

Joe Bell also talked with Russ Orvin, her "tax" staffer, by phene
in her Washingten office. He is a smoker (who wants to quit);
however, it is felt he would listen to our Washingten peopls.

Joe Eell and John Leeper to writs follow-up lettars.
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MEMBER: Congressman Ray Thornton/Demecrat/2nd District/arkansas
TIME & DATE OF CONTACT: April 15, 1993 and April 19, 1993
TERSONAL VISIT OR CCNTACT BY TELEPHONE: visit X telephone

THE INDUSTRY PERSON(S) MAKING THE CONTACT: Stewart Bell, T.I.
Arkansas, and Joe GSell, RJR Arkansas, visited with Ed Fry on
4/1%/93, and Joe Bell talked with Ray on the telephcona on 4/19/93,

WAS THE CONTACT DIREGCTLY WITH THE MEMBER? ves X no_____
IF NOT, NAME OF THE STAFF PERSON(S): Ed Fry was contacced firsg,
and then Congressman Thornton was spoken with on the telephona.

HMEMBER'S PQSITION ON INCREASED TOBACCO EXCISES:
For Against Undecided X

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

congressman Thernton, in a telephone visit on 4/19/93, expressad
opposition to regressive excisa taxes, but thought that a "fair and
equitabla® tobacco tax was "likely* as part of a health care reform
effort. These same thoughts were expressed in a lattar to Joe Bell
on that same date,

* A copy of the letter to Joe Bell is attached.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORHATION FOR/OTHER MATTERS
WITH THIS MEMBER:

Local wholasalers, nambers from the tobacco states and Washinqtnn
staff should furnish Congressman with one page bullet paper(s) cn
the Price-Watarhause findings.

OTHER COMMENTS:

Cengressman Thornton's chief Legislative Assistant in Washington is
vary friendly and accessible, Ed Fry is very familiar with the
subjact. Both Joce Eall and I saee hix often, in Little Rock and
when wa are in Washingten.

Stawart Bell and John Leeper to write follow=-up lettaers.

Cepy of Thornton's letter ta Joe Bell - Attachment 1.
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MEMBER: Senater Dale Bumpers/Democrat/Arkansas
TIME & DATE OF CONTACQT: 6:20 a.m. on April 16, 1993
PERSONAL VISIT CR CONTACT BY TELEPHONE: visit telephone_X

THE INDUSTRY PERSON(S) MAXING THE CONTACT: Earl Jones

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes no X
IF NOT, NAME OF THE STAFF PERSON(S): Rich Glick

MEMBER'S POSITION CN INCREASED TOBACCO EXCISES:
Fer Against Undecided

“Too Early" - proposal to come May Sth. Will state positicn after
that.

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Does not believe vat will get thars.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/CTHER MATTERS
WITH THIS MEMBER:

T believe all of tha Arkansas delegation Democrats will have to go
with Clinten. 1In my opinien Senater Pryor should be targeted to

try te help moderate the tax as much as possible. Regardless, I
think Bumpers will take his lead from Pryor.

OTHER COMMENTS:

Fallow=up letters from Jones and T.I.
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MEMBER! Sanator David Pryor/Democrat/Arkansas

TIME & DATE OF CONTACT: April 20, 1593

PERSONAL VISIT OR CONTACT BY TELEPHONE: wvisit __ _ telephone X
THE INDUSTRY PERSON(S) MAKING THE CONTACT: Joe Bell, RJR, Arkansas

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes ne X
IF NQT, NAME CF THE STAFF PERSON(S}: Frank Thomas, Administrative
Assistant, and Steve Glaze, Administrative aide.

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
For__ X Against Undecided

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Tobacco use causes diseases, which smokers and the industry should

be held accountabla for, in the form of higher taxes to fund health
care reform.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/QTHER MATTERS
WITH THIS MEMBER:

Recontact Steve Glaze, after Health Care Reform Plan is presented
te Congress.

OTHER COMMENTS:

Pryor is very anti-tobacco, after suffering a heart attack, He wa
a smcker. His aide, Steve Glaze, was very cool, also.

Follow=up lettars from Joce Ball and John Leeper.
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MEMBER: Congressman Jiz Slattery/Democrat/2nd District/Kansas
TIME & DATE OF CONTACT: 11 a.m. on April 14, 1991
PERSONAL VISIT OR CONTACT BY TELEPHONE: visit ____ telaphone X

THE INDUSTRY PERSON(S) MAKING THE CONTACT: John C. Bottaenberyg

'WAS THE CONTACT DIRECTLY WITH THE MEMBER? yaes_X ne
IF NOT, NAME OF THE STAFF PERSON(S):

MEMBER'S POSITION CN INCREASED TQBACCO EXCISES:
For Against Undecided X

MEMBER'S GENERAL VIEW ON TOBACCQ EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Too much for Congress to handle! Very soft on excise taxas.

worried about "“Joa Sixpack®. He has some Indian Shops in his

district. Very concarned that the House will pass and Senate
kills.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/QTHER MATTERS
WITH THIS MEMBER:

Show the problema that the Indian Shops create.

OTHER COMMENTS:

Showing more cencern about Clinton's proposals. lis support is
getting veaker.

Follow~up letters from Bottenberg and T.I.
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. MEMBER! Seais2iie

TIME & DATE GF CONTACT:
Apn (21 1992

PERSONAL VISIT OR CONTACT 37 TILEPHONE: visit teleghone /

THE INDUSTRY PIRSON{ Sg YAKING THE CONTACT:
.& l (:{eu.v-\{ ) 1)L"U-» ’Vfcrra ‘A 54 zofuca

wAS THE CONTACT DIRECTLY WITH T-iE MEMBER? yas no /
IF NOT, NAME CF THE STAFF FERSON({S):

G f\“s Sc_,, ’r\.u-...u.c_,Ee_,-

MEMBER'S POSITION ON INCREASID TOBACCO EXCISES :/
For Against Undecidad

MEMBER'S GENERAL VIEW CH TOBACCO EXCISE TAXES AHD THE {EALTH CARE

ANB BUDGET PACKAGES: Se.w-\w‘ bdle- N, -+ CLn-J rd.%
. lu-Crepses ‘€Or-‘H~L ...L/L:sa,’f He laeue.:» S'f’@j"j S mu.s'{' &Jb Mcz/;
be.;m,.e, e will s T QMY' wt.,( tuCreases | Cullmbe. € %TaSL T oTherwise

"“"’A& \Ou.ol '—T E« CLtSD L.r.)c,u.fts Mwoirne ﬂiﬁ:ﬁu / o C/cﬂ.?‘bﬂ..f
l’\.ea'('f"\ Care (3“.»4. &-‘Fc*e_. he. ,.,cwunffs "'ba-ﬂ‘/ YAy werease
‘{br“*'ﬁwv flm,

RECOMMENDATIONS FOR FUTURE CONTACTS/INFCRMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

, { .
U-.'c..k- qu'{' is the. Senators steld fetsan o~ heu(# (has
Clhew \{ ’Acu.. 5 20T, -'-7.?‘-/" 3'35 i He .euzu-shp Hee /
A/Mu Ou-eJa S o S‘i““f“” /Mf Cau.n.«se«/
a.v-ol. s o key Payer in Ba GOP Covcas F&S’:ff'a.\. st
lo_y.a_'; I‘Mwe_ Vu:)'t' fwésn 0 Aj.._q é.:‘_,'t; -SAL Cau
. C-Obummu_a% 'Hw. Se,uuﬂ%r-_s "(‘:.E {“j 9n an./ Tax~

OTHER COMMENTS: |SSu< ‘tac l-lld.-j Sr 'ELJ(CAS! (u.K /-‘-\S'-:'f-'f
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MEMBER: Senator Nancy Kassebaum/Republican/Xansas
TIME & DATE OF CONTACT: April 13, 1393
PERSONAL VISIT OR CONTACT 3Y TSLEPHONE: visit telephone X

THE INDUSTRY PERSON(S) MAKING THE CONTACT: Ronald R. Hein, RJR,
Kansas

WAS THE CONTACT DIRECTLY WITH THE MEMBER? Yes no X
IF MOT, NAME OF THE STAFF DERSON(S): Dan Bolen

MEMBER'S PQSITION ON ZNCREASED TQBACCO EXCISES:
For Against X Undecided

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

oppesed in general %o excise taxes on tobacce and alcehel.
However, if taxes ara included in health care legislation, Senator
Kassebaun will have to vote on the total package, and the package
is not sufficiently known for her tc have a committed position.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/QTHER MAITERS
WITH THIS MEMBER:

I requestad about the oppertunity for somaone in the industry te
approach Senator Kassebaum persomally when tha packaga is mors
spacifically determined and I was advised that might be possible.

OTHER COMMENTS:

Follow-up letters from Ron Hein and John Laeper.
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MEMBER: Congressman 2ill Clay/Democrat/lst District/Missouri

TIME & DATE OF CONTACT: April 16, 1993
PERSONAL VISIT COR CONTACT BY TELEPHONE: visit telephone X

THE INDUSTRY PERSON(S) MAKING THE CONTACT: Karen Warren, Secretary
to Ken Reothman, T.I. Local, St. Louis, Misscuri

WAS THE CONTACT DIRECTLY WITH THE MEMBER? ves no X
IT NOT, NAME OF THE STAFF PERSON{S): 5taf? member name, Mrs. Grsen

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
For Against Undecidad p.4

MEMBER'S GENEPAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

OTHER COMMENTS:

Arrangements will be made to meet with Congreassman cClay. There

will also be future attempts made to gather more extensiva
information.

Follow-up letters from Ken Rothman and John Leeper.
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MEMBER: <Congresswoman Pat Canner/Democrat/6th CistrictsMissouri

TIVE & DATE OF CONTACT: Mid Januarzy (letter), ¥id February (letter,
Mid March (letter)

ZERSCNAL VISIT OR CONTACT SY TELEPHONE: visit X talephone _X__
She visited opening tobacco market last fall (personal
¢ontace) .

THE IVNDUSTRY PERSON(S) MAKING THE CONTACT:
Louis Smither and several hundred tobaccs farmers.

WAS THE CONTACT DIRECTLY WITH THE MEMBER? ves_X ne
I NOT, NAME OF THE STAFF PERSCON(S):

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
For Against Undecided X

MEMBER'S GENERAL VIEW O TOBACCQ EXCISE TAXES AND THE HREALTH CARE
AND BUDGET PACKAGES:

She wants deficit raducticn and budget cuts before tax hikes are
considered (3¢ she says).

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

Last letter I wrote concerned ny desire for her to join other
tobacco congress reps and mest with Clinton. Her comments on this
request have not returned to me &3 of this date.

QTHER COMMENTS:

Tobacco farmers from Chariton County are geing to her town meating
at ! p.m. Thursday in XKeytesville. Tobacco farmers from Howard
County are going to her town meeting in Fayette at I p.m. Thursday.
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MEMRER: Congressman Cick Gephardt/Demecrat/Jrd Districe/Missouri
TIMZ & DATE OF CONTACT: 9:40 a.m. on April 21, 1393
PERSONAL VISIT CR CONTACT BY TELEPHONE: visit telephona_X___

THE INDUSTRY PERSON(S) MAKING THE CONTACT: John Britten, T.I.,
Missouri

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes ne_X
IF NOT, NAME OF THE STAFF PERSON(S): Andrew Stevens

MEMBER'S POSITICN ON INCREASED TORACCO EXCISES:
ror Against X Undecided

P —————

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Generally opposed to the idea of using excise taxes ger such
purposes., However, is committed to President's plans for health
care reform and deficit reduction.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

cdrporatl C.E.O.'s

OTHER COMMENTS:

Follcw-up latters from John Britten and Johin leeper.

Lettar from Gaphardt to Ken Rothman - Attachment 3.
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MEMBER: Congressman IXe Skelton/Demecrat/4th District/Missouri
mIVE & CATE OF CONTACT: 2 P.M. on April 8, 1993

PERSONAL VISIT OR CONTACT BY TELEPHONE: visit____ telephone__X
THE INDUSTRY PERSON(S) MAKING THE CONTACT: John Britton _

WAS THE CONTACT DIRECTLY WITH THE MEMBER? vas_ X ne
IF NCT, NAME OF THE STAFF PERSON(S):

MEMBER'S POSITION ON INCREASED TCBACCO EXCISES!
For Against Undecided b4

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Not crazy about exciss taxes but would probably support an increase

in cigarette tax for health care if increase was reasonabla and the
plan well constructed,

RECCMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

Ha has a grower in his district. Has good relaticnship with
members of the North and South Carclina delegation.

OTHER COMMENTS:

Follow-up letter from T.I. office.



MEMBER: <ongressman Harold Volkmer/Democrat/sSth District/Missouri

2TME & DATE OF CONTACT: 1:24 p.m. April 5, 1993

SERSOMAL VISIT OR CONTACT BY TELEFPHONE: visit telephone X

TME INDUSTRY PERSON(S) MAKING THE CONTACT: John pritton

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes_X no
IF NOT, NAME QF THE STAFF PERSQM({S):

MEMBER'S POSITICON ON INCREASED TOBACCO EXCISES:

For Againss .4 Undecided

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Against all excise tax increases.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITE THIS MEMBER:

OTHER COMMENTS:
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MEMBER: Congressman Alan Wheat/Democrat/Sth District/Missouri

TIME & DATE OF CCNTACT: p.m. 4/13/93
PERSONAL VISIT OR CONTACT EY TELEPHONE: visit telephone_X
THE INDUSTRY PERSON(S) MAKING THE CONTACT: Randy Merris

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes ne_xX___

IF NOT, NAME OF THE STAFF PERSON(S):
District Director, Xansas city Office - Gerard Grimaldi

MEMRER'S POSITION QN INCREASED TOBACCO EXCISES:
For Against Undecided X

MEMBER'S GENERAL VIEW CN TCBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Cengressman Wheat s favorably disposed towards the Pregident’s
budget package but is reserving his opticns as to the Health Care
reform package until a bill is filed in Congress. Congressman
wWheat, while a member c¢f the Congressicnal Caucus on Tobacco and
Health, thinks that any serious health care reform package must
include financing sufficient to cover its cost and that there must
not he any "hidden costs",

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

A follow=up tface-tg-face meeting has been raquested with the
Congressman,

OTHER COMMENTS:

A :fllcw-up letter has bean sent 2rom Randy and alse fzom ny
offica.
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MEMBER: Senator Xit Bend/Republican/Missouri

TIME & DATE OF CONTACT: 4:30 p.m. on April 37 € p.m. on April is;
3:10 p.@., On April 18, 1993

FERSCMAL VISIT OR CONTACT BY TELEPHONE: visit_X telephona_X

THE INDUSTRY PERSON(S) MAKING THE CONTACT: Harry Gallagher, RIR,
Missouri

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes X ne
IF NOT, NAME OF THE STAFF PERSQON(S):

MEMBER'S FPOSITION ON IMCREASED TOBACCC EXCISES:
For Against X Undecided

MEMBER'S GENERAL VIEW ON TOBAQCO EXCISE TAXES AND THE HEALTH CARE
AND BUCDGET PACKAGES:

Tobacco excise taxes - opposed.
Health care and hudget packages - skeptical, wait and sas.

RECCMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/CTHER MATTERS
WITH THIS MEMBER:

The Sanator asked that the industry keep him informed through D.C.
and other avenuyes.

OTHER COMMENTS:

Senator Bond said on April 18 that if a package which adversely

effected Social Security if an excise tax were not enacted, he
could have a problsnm.

Follow=-up latters from Harry Gallagher and John Lsaper.
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MEMBER: cCorngressman Feter Hoagland/Democrat/2nd District/Nebraska
TIMZ & DATE OF CONTACT: 9 a.m. on April 21, 1993
PERSONAL VISIT OR CONTACT SY TELEPHONE: visit talephone X

THE INDUSTRY PERSON(S) MAKING THE CONTACT: Bill Peters, T.I.,
Nebraska

WAS THE CONTACT DIRECTLY WITH THE MEMBER? vyes ne_X
IF NOT, NAME OF THE STAFF PERSON(S): Roger Blauwet

MEMZER'S POSTITION ON INCREASED TOBACCC EXCISES:
For Against Undecided X

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Uneil there are specific proposals staff le assembling ressarch
information. Staff priority until May 17 is tax bill., Major
companies have already contacted and supplied information.
Congressman has not discussed specifics with statf and staff does
not expect discussion until after bill is introduced. TIssue that
appears to be of significant concern is financing health reform
with unstable and disappearing tax. With regard to Health Cara key
issue will be role of insurance companies., (What does Mutual of
Cmaha want?) They are receiving low leads of concerns regarding
state and local lcases., Expect more when bill proposed.

RECCMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

This nember had a vary cloge race. He lost important labor suppert
because of his vote on railroad strike. United Trangpertation
Union in particular punished by withholding funds and workers.

Will be trying to get back with labor while taking care of health
insurance concerns.

OTHER COMMENTS!

Bagad on his style while in legislature as well as votes,
Congressman Hoagland would vote for a tax increase if it was for a
program which he supported. Would be willing %o negotiate and

compromise, I would be shocked if he didn't follow leadership in
final analysis.

Follow-up letters from Bill Petars and John Leeper.
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YEMBER: Congressman 8ill Brewster/Democrat/3rd District/Oklahoma

TIME % DATE CF CONTACT: 3 p.m. on aApril 19, 1393

PERSCONAL VISIT CR CONTACT BY TELEPHONE: visit telephane X

THE INDUSTRY PERSON(3) MAXING THE CONTACT: Kenneth R. Mance, T.I.,
Oklahema

WAS THE CONTACT CIRECTLY WITH THE MEMBER? yes na_ X
Chief of

I¥ NOT, NAME OF THE STAFT PERSON(S): Pat Raffaniells,
statt

MEMBER'S BQSITION ON INCREASED TOBACCO EXCISES:
e Undecided

Againsc

Fer

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE

AND BUDGET PACKAGES:
Oppesed to using the cigarettea tax as a funding mechanism for

reforming the health care systenm.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/QTHER MATTERS
WITH THIS MEMBER:

OTHER COMMENTS:
Follow-up letters from Ken Nance and John Leepar.
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YEMBER: congressman Glenn English/Democrat/é6th District/oOklahcma
TIME & DAaTE OF CONTAGT: 2:538 p.m. on April 12, 1993
TERSOMAL VISIT OR CONTACT BY TELEPHONE: visit talephone_X

THE INDUSTRY PERSON(S) MAXING THE CCNTACT: Mandell Mathaeson, RIR
Legislative Counsel, Oklahoma

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yes neo_X
IF NOT, MAME OF THE STAFF PERSON(S): Gary Dage, Chief RA

MEMBER 'S POSITION ON INCREASED TOBACCO EXCISES:
For ‘ Against Undacided X

MEMBER'S GENERAL YIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE
AND BUDGET PACKAGES:

Represantative English believes the President’s overall pregraa
will be in ene big package with House Rules limiting amendments to
bare minimums. He does not want to take a fixed position on
tobaces taxes or any other single peint or issue. English believas
locking himself in on a "yes" or "no" position would become 2
commitment te veote against the package, taking him cut of actien as
a "player" in the overall process.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER MATTERS
WITH THIS MEMBER:

A.A. Gary Dage has asked me £o send him our (RJR) info on FET which
I will do Thursday (¢-15). Continued contact via D.C. offices is
recopmended. I belisve he may be responsive to our position
depending on how package is presented in House. He is a Democrat,
byt represaents a farm-conservative, generally, GOP area.

OTHER COMMENTS:

Follow=up letters from Mathason and 7.I.
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MEMBER: Bob Filner (D) District 50 California 4. fﬂ"—&L
" 1Fay al

TIME & DATE OF CONTACT: 4/19/93 -

. & Sca
PERSONAL VISIT OR CONTACT BY TELEPHONE: TELEPHONE .X (3. /ZQ,&
INDUSTRY PERSON MAKING THE CONTACT: Jim Milch ,ﬁ
WAS THE CONTACT DIRECTLY WITH THE MEMBER? YES - X n

{

IF NOT, NAME OF THE STAFF PERSON(S):

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:
FOR AGAINST UNDECIDED - X

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH
CARE AND BUDGET PACKAGES: Congressman Filner's first questions was "What is
FET?". 1 explained to him briefly what | thought it was and what his President was
intending by it. Since he has not even heard of the FET plans, he could offer no opinions
other than to agree with me that there is a point of "diminishing returns® on basing the
financing of new federal programs on such a concept. He suggested that I sead him a
package of material which would be of help to him in evaluating an eventual position. 1
would suggest that we identify the precise items which wold be most effective in informing
Congressman Filner of the merits of our case. From my own experience, and [rom my
knowledge of Congressman Filner, there is a point of "diminishing returns” from bulk
submittal of information. I would suggest, therefore, that we be selective in the material we
send him to educate him on the subject.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER
MATTERS WITH THIS MEMBER:

OTHER COMMENTS:

DATE OF FOLLOW-UP THANK YOU LETTER TO THE MEMBER FOR TAKING
THE TIME TO MEET WITH INDUSTRY:
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EEDERAL CONTACT PROGRAM (REGION XI)

MEMBER: Xavier Becerra (D) District 30 California
TIME & DATE OF CONTACT:

PERSONAL VISIT OR CONTACT BY TELEPHONE: TELEPHONE - X
INDUSTRY PERSON MAKING THE CONTACT: Christina Rose (Rose & Kindel)
WAS THE CONTACT DIRECTLY WITH THE MEMBER? NO-X

IF NOT, NAME OF THE STAFF PERSON(S): Elsa Marquez, Admin. Asst,
MEMBER'S POSITION ON INCREASED TOBACCO EXCISES:

FOR AGAINST UNDECIDED - X

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH

CARE AND BUDGET PACKAGES: No position yet on excise taxes but will most likely
be supportive in general of the President’s healthcare package.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER
MATTERS WITH THIS MEMBER: Expect return call from either the member or David
Kim, his advisor on health and tax issues.

OTHER COMMENTS:

DATE OF FOLLOW-UP THANK YOU LETTER TO THE MEMBER FOR TAKING
THE TIME TO MEET WITH INDUSTRY:

rA* 12 1wLL0T
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EEDERAL CONTACT PROGRAM (REGION XI)

MEMBER.: Lucille Roybal-Allard (D) District 33 California

TIME & DATE OF CONTACT:

PERSONAL VISIT OR CONTACT BY TELEPHONE: TELEPHONE - X
INDUSTRY PERSON MAKING THE CONTACT: Christina Rose (Rose & Kindel)
WAS THE CONTACT DIRECTLY WITH THE MEMBER? NO-X'

IF NOT, NAME OF THE STAFF PERSON(S): Joel Lane, Leg. Ass’t.

MEMBER'S POSITION ON INCREASED TOBACCQ EXCISES:
FOR AGAINST UNDECIDED - X

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH

CARE AND BUDGET PACKAGES: Hus not yet addressed the issue of excisc taxes but
will most likely be supportive of the President’s budget and health¢are packages in general.
Also, probably supportive of cxcise taxes due to some anti-smoking feelings.

RECOMMENDATIONS FOR FUTURE CONTACTS/INFORMATION FOR/OTHER
MATTERS WITH THIS MEMBER: Should be open to a meeting.

OTHER COMMENTS: Has heen meeting with Hillary Clinton and cxpresses special
concern about the Latino community.

DATE OF FOLLOW-UP THANK YOU LETTER TO THE MEMBER FOR TAKING
THE TIME TO MEET WITH INDUSTRY:
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Congress of the Wnited States
Bouse of Repregentatives
aghington, BL 20515 -

March 10, 1993

Prasident Bill Clinton
The White House
Washington, DC 203500

Dear Mr. President:

As Demccrats, we want to support your efforts to stimulate
the economy, reduce tha budget deficit, and reform health care.

We have seen recent comments by senier members of the
Administration suggesting that federal excise taxes on tobacce
products might be raised as high as $2.00 a pack on cigarettes
to raise ravenus for health care reform. -

We Xnow that you have not made any degisions on such
proposals. Therefore, we wanted to he sure you are recelving
balanced information on the public policy effects of dramatic
increases in tobacco excise faxes.

Tobacco hag been for threae centuries the economic and
social bedrock of large regions in the states we represent, In
colonial days, tobacco leaf literally served as currency. In
todayfs more diversified economies, it is ne less important to
milliene of people.

In 1985, Chase Econcmetrics conducted a study of the
econcmic impact of the tobacco industry in the U.8. econony.
Price Waterhouse updated the study in 1586. We beliasve the
tindings of these studias remain valid today sinca the industry
is mature and has remained stable since 1986.

Price Waterhouse found core sector smploymant was 422,462
jobs, supplier sector employment was 278,421 jobs, and
expanditure-induced effacts sector employment was 1,647,063
jobs, for a total of over 2.3 millien jchs. Total payroll in
1986 dellars was over $51.9 billion.

6GeSLY.LL0C



In 1986, GNP was $§4.,2 trillion. Tobacco cora and supplier
induced impact on GNP was $37.3 billion and tobacco
expenditure-inducad impact was $54.% billion. Thus, tcobacco
accounted for aboulb 2.3% of GNP.

We recite these numbers to make clear that tobacce excisa
tax policy is net limited to haalth and ravenue issues as recent
cemments suggest. Rather, signiricant changas in tobacco axcise
taxes will have significant macro-economic effects, Ta ignors
this would be %0 imperil the economic geala of the stimulus and
deficit packages.

The macro-aconomic numbsrs are egpecially meaningful to ug
beczuse the people of our gtaraz arae the people bBehind the
numbars. The acenemie and social structure of larga portions of
our statas congiste of tobacoe quota-holders, farmars, equipment
daalers and servicers, farm euppliqre, bankerg, warehousexs,
graders, plant workers, and many othars. A drastic curtailment
of the tobaces induetry weuld mean that many communities would
literally dls.

Tobacco growing remains one of the last bagtiens of the
family farm. The gqueta holdars ara often older pecple who
depend on renting the gquota for {ncoma. Dua te the gquota system
and other factore, the preducers are gmall rfamily oparations,
net large pusiness entitiss. The local econemy in many areas
has grown around and 1s depandent sn this emall sparator systanm.

. We know that your home-state Is not a tobacco producing
state., However, it i{s a relatively peor, rural state with some
similarly deminant industriea. You can therafers understand the
dilemma we face: an ardent desire for health-care raform and
econemic grawth running head-on against policies which threaten
the economic foundation supperting many of sur paocpla.

. Whila wa balieva tobacco and sevary other industry should
pay fair shares, wa will find it mest diffisult te suppert
policies that would render health Care raform and scenomie
recavery maazningless for many of our peoplae.

Wa look forward to working with you on & payment plan for
health care reform that makes reform and recevery meaningiul ror
all., Please let us know how we can be of assistance.

Lo 2026067208 202 637 150534 3
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L.F. Payne
Martin Lancaster
Sanford Bishop, Jr.
Tim Valentine
Steve Neal

Nick Rahall

Tom Barlow
Nerman Sisisky
Butler ¢. Derrick
James E. Clyburn
John Spratt

2026267208« 202 537 1505:# 6

David Price
Peta Peterscn
Bill Hafner
Charlie Roge
Scotty Baesaler
Leslie Byrne
Bob Clament
Bart Gordon
Eva M. Clayton
Rick Beucher

William H. Nateher
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Bobby Scott Owan Pickett
Carrie Meek
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CONG. LANCASTER

THE WHITE RQUSE
WASHINGTON

April 12, 1992

Dear Martin:

Thank you faor your latter expressing
opposition to incrcases in the federal excise tax

on tobacee preducts., I appreciate hearing your
views.

Tobacco and the tobacco indugtry play an
important role in the economy of wvany gtates in the
gouthaast. T will take thess concerns inte azccount
ac part of mny review of tobacce sxcise taxes.

with best vishes,

Sinceraly,

T

The Honorabie E. Martin lancaster
Kouse of Rapresantatives
wWwashington, D.C. 230518
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James B. Hune, Je
Covemor (\3%“&&3
i =
- A ’ Y ' :rru |-‘
Tt e - 'e{t State of North Carolina
A Office of the Governor
For Releass: yypprzany ‘ Contacti  pechel Perry
Dater Apzil 23, 1993 Phoow: (919 733-5612

GOV. MUNT WRITES PRESIDENT TO PROTEST TOBACCOD TAX

RALEIGH-=- Gav. Jim Hunt today sent a latter to President Bill Clinten in
cpposition to a 82 par pack cigarette tax.

Hunt, who is Izrom rural Wilaon County == the home of the world's larges¢
tobagco market -- sent the 6-page handwritten latter to Clinten today. Hunt
talsphoned the Fresident about the tobecco tex Thursday.

Hunt told the President that a 82 gar pack tax would hurt Nerth Cazelina's
sconeny, and would cost the state 88,000 jebs.

"I am working my head off to provide mors jobs £0r our peopls of North
Caroling, " Hunt wrote, "But soms of the proposals to increass TODAOSO taxes
would davastata us in North Cargling,®

Hunt said he and Mrs. Hunt had heard from domens of worried tobaooo
families in wWilson County.

‘I can only describe the rsaction of my neighbors in wum County and
cuzal mpl.i acyoss North Carolina as one cof “shock, " Hunt wrots in the
lettar. "They are distraught. They fuJ. sn impending doom. Cur phons at
home on the farm rings all tha tine."

Hunt =aid he supported the Presidant's 9ffcrts to find money f0z a proposed
national health plan, but suggestsd a tobaccd tax was not the Lest way of
aoccoaplishing that.

A radical inoxreass in tobecco taxes would only be a pittance in the
overall cost of financing a national health plan, but it waould ruin ua in
Nezth Carollnd,” unt wxote in tho lstisy. Y8 asiicd Clineen +3 ph:.:- neTa

all Amaricans centribute their fair share to support it."

Govemor's Press Office
Seace Capicol, Raleigh, NG 276034001

©19) 7335612 - Toll Pres 1.800-662-7005 POSL-It= brand fax ranarmtial mema 7671 | 1etaagee s/ @
FAX 919) 134518 7

-
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ALABAMA STATE SENATE '
| ALABAMA STATE HOUSE -
MONTGOMERY, ALABAMA 38130-4800 "y
AL April 23, 1303 AN, RAAACE & asATON
FR-E-G HORN RARKNG ANO NEURANCE
ATATE SENATON 181 OINTACT COMMENCE. TRANSFOATATION & UTILITES
213 [ 5TH AvNE LW LOGAL LEGIBLATION NO- 3
m;‘::?m FHIGAL NeSPONERLITY

CAMTEL ORHR 10N 3437000
HOME 141 a2

The Honcrable Howell Heflin
United States Senate

728 Hart Senate office Sujilding
Washington, D.C. 205140

Dear Senator Heflln:

As Chalrman ¢f the Senate Finance and Taxatiosn Committee, T
am goncecned with repotts that I read about a 92.00 tax on
cigarectes at the federal level. for your benefit, I am
encloking a fact asheet which showa the net collsctions on
cigaratta tax in the State of Alabama from 1983 to present. You
Wwill note that we are two million dollars less than we were 10

Years ago although there has been a slight increase in the levy
since that timg.

T am aleo enclosing a fact sheet which shows the discributlan
of gigatette tax ravenues in Alabama. It ls eatimated that if
the $2.00 levy ig put on we could see up to a 40% reduction in
the amcunt of taxes the State of Alabama would receive whion
w#ould cause a number &f bond ilasues to be in default as well as

Lo eericualy impair the CGenaral Fund and the Special Education
Trust Fund budgets of this state.

I urge you to keep any tax on cigaretctss, {f indeed any ia
needed, to a minimum. The state of Alabama cannot afford any
further decrease in its tax revenue.

Thank you for your attention to this matter. I am gure as
you deliberate this issus you will keep the best interests of our
great state in wmind,

Sincerely,

Fhent Ffrrns

Fred Horn
Stace Ssnator

PH: PJ
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ALABAMA STATE SENATE
ALABAMA STATE HOUSE
MONTGOMERY. ALABAMA 38130-4800

ALABANA 12 COMMT (K4S
April 23, 1993 N At A TATON
FRED HORN SANRING AND NEURANCE
: COMMERCH, TRANSPORTATCON o LTILUTE R
FTAIE SENATON LITH GRAMCT
339 tATh avEMK LYY LA LFGIBLATION N0y 3
MG HAM RACAL ReAPONISWITY

N

CAMIC, O0F-CE L20b) 2¢1- T840

HOME 261 08

The Honorable Richard sShelby
United States Senate

313 Bart Senate Qffica Building
Washington, D.C. 20810

Cear Senaccr Shalby:

As Chairman of the Senate Finance and Taxation Committee, I
am c<oncernad  with reports that I read about a $2.00 tax on
cigarettes at the federal level. Por your benefit, I anm
ancloging a fact sheat which shows the net collections on
cigarstte tax in the State of Alabama from 1983 to present, You
will note that we are two million dollars léss than we were 19
years ago although there has been a slight increase in the lavy
since =hat time.

I am also énclosing & fact sheet which shews the distribution
of cigarecta tax revenues in Alabama. It ia estimated that if
the $2.00 levy is put on ve could aee up %O a 40% reduction in
the amount of ctaxes the State of Alabama would receive wnich
would causa a number of bond issues to bBe in default as well as
to mericoualy impair the Ceneral PFund and the Spacial Xducatlon
Truast Mund budgets of this state.

I urge you to keep any taxz on clgarettes, if indeed any is
neaded, to a mininum, The state of Alabama cannoct afford any
further decrease in its tax tsvenus,

Thank yey for your attention to this matter. I am gure as
you deliberats this issue you will keep the best interests of our
great state in mind,

$

Sinceraly,

Ghtad. Rfo

Fred Horn
State Sanator

PH:RJ
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ALABAMA STATE SENATE
ALABAMA STATE HOUSE
N MONTGOMERY, ALABAMA 36130-4600

4 A Bpril 23, 1993 caNanLes,

—r—— CHAMMAN. AINANCE & TAXATION
FRED HORN BANGNG AND MELRANCE
STATE ShMATON 16TH DIBTRICT COMMERCE. TRANSPOKTATON B ULILTRE
I ITHANIE T W LOCAL LEGIBLATON N, 2
W HVAMLMAM PISCAL RESPONENNLTY

M
CAATOL OFMCE (2001 12 - THE
HOMM 341 S8e2

Tha Honorable Earl F. Hilliard

J. 8, House of Representatives

1607 Longworth House Office Building
Wasnington, D.C., 20810

Dear Congressman Hilliard:

As Chairman of the Senate Flnance and Taxation Committse, I
am concerned with reports that I read about a $2.00 tax on
cigarettes at the federal level, Por your benefit, 1 an
anclosing a fact sheet which shows the net collections on
cigaratte tax in the State of Alabama from 1983 to present. You
will nots that we are two million dollars less than we were 10
years ago although thare has been a alight increase in the levy
sinee that tima.

I am algo enclosing & fact sheet which shows the distribution
of cigarette tax revenuss in Alabama, It la eatimated thar if
the $2.00 levy is put On we could see up to a 40% reducgtion in
the amount of taxes the State of Alabanma would receive which
would cause a number of bond issues t0 be in default as well as
to geriously impair the General PFund and the Special Education
Trust fund budgets of this state.

I urge you (O Keep any tax on cigarettes, if indead any ig
needed, to a minimum. The state of Alabama cannot atford any
further decrease in its tax revenus,

Thank you fer your attention to thls matter. I am sure as
you deliberate this issue you will kesp the best interests of our
great state in mind.

Sincerely,

Sl Rl

Fred Horn
State Senator

FH:BJ
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CIGARETTE TAX

. STATUTORY AUTHORITY:
Sections 40-25-1 through 40-25-47 Code of Alabama, 1975, as amended.

TAX BASE:
Privilege and use tax on the sale, storage, or distribution of cigarettes
by wholesalers and retailers, and use by consumers. Tax {s paid it

wholesale lavel by affixing stamos, (See also "Tobacco Tax.')

TAX RATE:
8,25 mi11s per cigaretts (30,1565 per pack of 20 cigarettes).
Information regarding local lavias follows LEGISLATIVE WISTORY.

-

COLLECTIONS:
‘ Ay the State Department of Revenue on a monthly basis, Privilege {stamp)
tax is collected on the 20th and Use Tax is collected on the 10th.

Fiscal Year Net Cotlections % _Change
1991-92 i&ﬂm (20273 (0. &% )
1990-91 R 26 (1 vt
1989-90 67.606,889.27 (1.01)
1989-89 £8,300,977.51 {2.56)
1987-.88 70,101,903.98 .30
1986-87 69,892,345.54 (1.03)
1985-86 70,619,653.27 1.48
1984-85 69,610,981.74 2,14
1983-84 68,155,266.52 2.52

Source: “Receipts by Revenue Object® Report - (omptroller's Office.
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STATE OF ALABAMA

STATEMENT OF REVENUES BY PRINCIPAL SOURCES AND DISTRIBUTIONS OF REVENUES
All Governmental Fund Type: and Expendable Trust Funds

|
TR

Cash Basis
For the Fiscal Year Ended Scptember 30, 1991
(Amounts in Thousands) -
lfllﬂlﬂ S‘-’.]
TAXES Total Admmm Nu Gml Conasrracon
Mmm m Funde
Ganaral Salex Tax llw %— ﬁ im Tm fund T
Cenaral U Tax IDS.ﬁS 1.7% : 101934 .
Inecna Tux 120,734 11468 IMI 127,51 .
Froperty Tax Raliof wm . a1 S,MI l,S“ Qm - .
Gonesal Property Tax 7. 1A% .10 16062 s 0 . .
Caoline Taxen 124200 [ X p>>111 1 - . . . &
Utitities Tax 187.77% X . ] 158518 . . - £ ¥ ] .
Insursnce Mremyumn Tax 14735 . 147358 - e - 21N -
Liguor ke Wine Tax N0 . 50517 oM D06 - . -
Tobaern Ta L BV B T N T | W=, - = DN -
Carporahon Taxes 104,027 . 10817 17428 N1 - . .
Slste Becr Tax HIR . LM ey 13,58 - 17541 .
Public UtiHties &4.184 . oh,104 . 15,159 - . -
Motor Fucl Tax §5,%60 128 L ¥ ] ' . - - -
Tenoesett Vailey Authority 810 . ¥ . 11,06 . . :
Telephors Companics zg.'m . g.m - . - 10872 -
Leasirg / Renting Mermonal Propest 35,456 . Al . 21,130 . 14336 -
Production Mivikege Tax ’ Lyk: ] . 7. . .04 - .
Funancisl Insttytions Exciee Tex 16643 a8 16308 . 4245 . - -
Docugnentery Filg Taus 29848 - pi X" - B . . .
Coal Sovevance Taz S0t - .41 - isQ - - -
Forostry Severanss Tax 530 bt saa - - - . .
Inheritance Tax 17,505 - 17.508 . 798 - - -
Conweetors Grom Rearipts Tan 14,113 - W18 e . . ’ .
Lodgings Tax 1553 17 15,508 - 1. . - -
H hien 1,35 . 1% - . . ] -
Lubctenting O Tax 151 - 1418 . 8 . . -
Motor Carmers . - . . - . . -
Pari-wutusl Betting 4619 - LY. ] - 1419 - . -
Court Comt Taxen 8297 . 72% . 1406 . - -
Hazardous Wane 3a415 . 35415 . 35008 . . .
Misallsnecus Taxes 3, - . N B v NN R >
TOTAL TAXIS T TRl TwaT e Tuat iR 5]
LICENSES, PERMITS AND FEES
Cansaryation Licenses 13,008 . 13008 - W - . 1297
Drivers Liconses & Foes 23462 . .l . BT . - -
Motor Carrian Truck Dueal 350 - 150 - . - -
Petroleum Products Inspectics Foce 7 . LA H . . - - -
Agriculinmst Licsnes, Porsuts, Fees 53U . 134 - - + -
Whoiessie Ol Company Licenss bk | . k4 - rxl g . . -
Maior Vehicle Licoe N - 10942 - han . .
Privilege License 21000 108 - L] k] .
Court A 9. - 158 . » .
bl Permita, Foes dﬂl! )] %u“ 101. ?“ . ;, :
Misctlancaus Licenas, 1 104 16 . 3
TOTAL LICENSEA FERMITS. PUE ~ Ji07W0 M " N 104 [T [ FTrT
FINES AND FORFEITS
Court F“'- [ m 'lm . - 10,%: 1. - m.
Mincallanoow Toricis __________ —_—ie 4 - -3
TOTAL FINES ANO FORIRITS :.i.'ii" __T -‘fﬁ‘ i7" E) N3 k]
INTEREST AND DIVIDEND INCOME 114187 . 114137 »r | 19 . .
TFEDERAL REVENUSS mam s ARt uuu I . . .
Emplcyer's Cost from Federn} Punds 17308 . 17308 17264 -
Miscellancous Revenucs 3BAs N M __ddll_ ._’n.L _‘9_ s, ‘
TOTAL REVENUES M_MM;_EM_M__%&
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Bidery, Confelionsry ard Feces
Whorkors o Fotbrnadional Uion

10401 CANNECTICUT AVENUE, ENSINGTON, MARYLAND 20805:388)
TELEPWOMNE (301) 9338600 FAX (301} 946.8453

FRANAK HURT
NTEAMATIGHAL MRESIDENT

April 23, 1993

Congrasapan Neil Abercrombise
1440 Longworth HOB :
Washington, DC 20515-1101

Dear Congressman Abercromhie;

On behalf of the 125,000 members of the Bakery, Confectianary and
Tobaces Workexs International Unien, I am writing to express our
strong oppesition to proposals whicn would increasa the federal
=xCise tax on tobacco Lo pay for health care reform. Our reasons
for opposing such taxes are threefold: 1} the scanomic inpact on
the tobacco manufacturing scates would be devastating:; 2) robacco
exCise taxes are inherently unfair to working people; and 3)
excise taxes are an unstable source of revenus to pay for
national health care refoca. '

The imposition of a so-called "monetar® tax an cigarettsas could
COST Qur nation over 78%0,000 jobd. At a time when aur econocmy is
struggling out of a recession, the last thing va naed t4 43 s Lo
threaten a nmulti-pilllen dellar i{ndustry that hag creatad
hundreds of thousands of nighe=paying, union jobs for Amaricans.
BCAT strangly Iupperts Frasident Clinton's economic stizmulus
package becausa L7 1s what the scenony needs right now. But the
vffect of the packaga could be sasi.y undone by large increases
in tchbacco taxes.

As ccuntless studies by grcups such as Citizens for Tax Justice
have shown, axcise taxes are unfair to louw-income and working
Ansricans, According to a recent analysis preparad by QI7,

a $35 billisn inersasa in the faederal excise tax on tabacso would
turn a 1% decreass in taxes for the very poor as a result aof the
alinten aconomic program into a 3.2% increase, Even a deubling
02 tha curraent 24 cents a pack tax would significantly urdermine
the progressivity of the Preasident's plan.

Recently, tha Economic Policy Instituts relsaced an analysis of
the distributiecnal impact of haalth care spendirng in the U.8. It

GLEGLIVLLOC



found that loweincome Americans spend Twice as Ruch a snare of
income on health care than co ~ealthy AnAricans. making tie.
Surrent system nignly regressive. Tharafcre, raising exc.setaxes
t9 finance health care refsrz will add to an already highly

anfalr payment systam.

Health care refsrm ils in the interests of all Americans.
Heweavar, it is the providers of health care that have been
largaly responsible for tha skyrcsketing costs of medical
services, True health capre reform oust begin with strong,
effective =33t contrals on realth care providera befors any new

TAXeS Are Cconslceresd on COonIUTers.

Tinally, should new revenuds o¢ necessary for haalth care refora,
thesyg taxes snould ba troad basad and progressive. oOnly in this
nanner can we oS¢ ¢artain that the new pragram will enjoy the
suppart of Azerican taxpayers., This viaw has bean strongly
supported by the APL-CIO and was explicitly =tated in a 2990
statemant by thne AFL-CIO Exacuyzive Cauncil. 7The szatament alse
HXPIessay the Federation's oppousitisn to eXClae taxes =n

sigarettes, Lteer and wine.

I hope you Will consider the views of our Zembers and the

thoumands of tobaccod irdustry workers as tha health care reforn

Progran noves through Congress.
ol ALt

Frank Hurt
[atarnatiocnal Presidant
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