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3. ls IT RIGHT TO ALLOW PARTNFRS TO CONVFRT ORDINARY JNCOMF 

TO CAPITAL GAINS BY CONTRIBUTING ASSFTS TO A PARTNERSHIP; nR 

TO GET A LARGF UP-FRONT DEDUCTION FOR COSTS OF ORGANIZATION 

WHEN THF ORGANIZER IS MADF A PARTNER· THFRF ARF COMMON-

SFNSF LIMITATIONS ON THIS KIND OF MANFUVFR THAT SHOULD BF 

CONSIDERED· 

4. THF SAMF ANALYSIS SHOULD RF MADE OF PRFPAYMENTS FOR 

GOODS AND SFRVICES THAT WILL BE DELIVERFD OR PERFORMFD JN 
< 

FUTllRF YEARS· Now INVESTORS IN A REAL FSTATF TAX SHELTER 

CAN PREPAY $100,nnn OF MANAGEMFNT FEES AND EXPFNSES AND TAKE . 
A CllPRENT DEDUCTION RATHER THAN DFDUCT AMOlJNTS AS SFRVICES 

ARE PERFORMFD· THAT MAY NOT RF GOOD TAX POLICY FITHFR· 

5. Is IT A GOOD IDEA TO LET TAXPAYFRS FXCLllf1E ALL THEIR 

EMPLOYFR-PAID HEALTH CARE RFNFFITS FROM INCOMF, FVFN WHFN 

THOSF AMOUNTS C:AN BECOMF FAIRLY SUBSTANTIAL· THF 

ADMINISTRATION WOULD LIKF TO INCLUDE IN INCOMF AMOIJt'-ITS OVFR 

$}75 PER MONTH FOR A FAMILY PLAN AND $70 PER MnNTH FOR A 

SINGLE PLAN· WF CAN C:ONSIDFR A SOMFWHAT MORF LFNIFNT RlJLE• 

IN ANY EVENT A CHANGF MIGHT GIVF TAXPAYFRS AN INCFNTIVF TO 

SHOP AROUND FOR MORF FFFICIENT PLANS· 

�~�.� As A MATTER OF TAX POLICY DOFS JT MAKF SFNSF TO GIVF 

FVERY STATF AND LOI.AL GOVFRNMENT THE ABILITY TO WPITF A 

BLA NK CHECK FROM THF FFDFRAL TPFASURY TO AMERICA'S LARGEST 
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CORPORATIONS· BANK OF AMFRICA DID $8 MILLION IN SMALL 

I S S U E S I N 19 8 0 , S H E L L 0 I L ll S F. D 0 VF R $ 8 M I L L I 0 N I N ] 9 81 • A ~1 n 

THF PRACTICF CONTINUFS RIGHT NOW: ABOllT $f,0 MILLION IN 

SMALL ISSllF.S BY K-MART WFRF ISSllFn IN THF LST ? YFARS, EVFN 

THOUGH WE TIGHTENFD UP ON USF OF !DB's IN ]982. WF WILL 

CONSIDFR LIMITING JDR BENFFITS TO COMPANIFS WITH LFSS THAN 

$40 MILLION IN BONDS OUTSTANDING, SO THAT WF CAN BEGIN TO 

TARGET BENFFITS TO COMPANIES THAT MAY BF MORF DFSFRVTNG· 

7. ANn IS IT Gon6 POLICY TO ALLOW A "sWFFTHFART" DFAL 

BFTWFFN PUFRTO Rico AND RUM DISTJLLFRS· WE NOW RFBATF 

EXCISE TAXFS ON RUM MANUFACTllRFD IN PUFRTO RICO T('I THF 

GCWFRNMENT 0F PUFRTO RICO· Rtn TT IS SHIPPED INTO PUERTO 

RICO FOR A BIT MORE DISTILLING, WITH THE RF.BATE TO PuFRTO 

Rrco AMONG THF GOVFRNMFNT AND THF DISTILLFRS· 

8. ls IT GOOD POLICY WHEN A TAXPAYER DONATES GEMSTONES TO 

THE SMITHSONIAN INSTITUTION AND CLAIM AN $80,f,80 CHARITABLF 

DFDllCTI0N--FIVE TIMFS THE= PllRCHASF PRICF, AND ONLY 9 MONTHS 

AFTER THE PURCHASF· 

9. SH0ULD WF BE CONTENT WITH A POLICY THAT ALLOWS A 

$Finn,nnn WPITFOFF FOR $JOn,nnn WORTH OF FQIJJPMFNT BY 

CRFATIVf LISF OF DFPRFCIATION ALLOWANCFS AND THF INVFSTMFNT 

TAX CRFDIT· THIS WAS D0NF BY A MAJOR INVFSTMFNT FIRM, AND 

WF WILL CONSIDER PfFORMS 0F THIS KIND OF ARRANGFMFNT· 
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THFSF ARE JUST A FEW REFORMS WHICH rAN BF IMPLFMENTFD 

} AND WHICH WILL RAISE RFVENllF· 

SPENDING RESTRAINT 

POLICY CONSIDERATIONS MUST ALS0 GOVFRN OUR l.H0TCF OF 

SPFNDING RFSTRAINT OPTIONS WITHIN THF JURISDICTION OF THF 

FrNANCF (oMMITTEE· SHnllLD WF CONTINUF TO PAY PHYSICIAN 

SERVICES WITHnllT PROPFR COST CONTRflLS., WHEN THE I.OST nF 

THOSE SERVICES IS •RISING F()LJP TIMES FASTER THAN THE CONSUMFR 

PRICF INDEX· THE PROVISinN f1F S. /0h2 LIMTTING CHARGES FOR 

PHYSICIAN .SFRVICFS CAN BE EXTENDED A FEW MORE YEARS· 

AND WHILE HEALTH CARE PRIC:E INFLATI()N CONTJNUFS TO 

OllTPACF THE CONSUMFR PRICE INDFX., WF (HIGHT Tn CONSIDFR 

WHETHER WE SHOULD KEEP PAYING LABS FOR CHARGES AND FEES 

WITHn UT FIRM LIMITS· WE CAN LIMIT THE RATE OF INCRFASF IN 

PAYMFNTS THRnUGH THF CRFATinN nF A FFF SCHFDllLF FOR LAR 

SFRVICFS PROPf1SFD IN S. 20h2. 

Is IT Gnnn POLICY TO REIMBURSE THF COST ()F ROllTINF 

C:llTTING nF TOFNAILs--wHICH WF nn--w1THnllT snMF rEPTAINTY 

THAT A RFAL NFED IS INVOLVED· Nnw THF GOVFRNMFNT PICKS UP 

THE TAB FOR SFRVICFS NnT BASFD nN MFDICAL NEED· A PROVISION 

OF S. 20h2 REQUIRES HHS TO PROVJDF REGULATORY GUIDFLINFS FnP 
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CONTROLLING THIS SERVICF.1 JNCLUnING N0T RFIMRllPSING SFRVICES 

PERFORMED MORE OFTEN THAN EVERY n0 DAYS· 

AN0THER SOURCF OF POLICY SUGGESTIONS IS THF WORK OF THF 

GRACF (oMMISSION· WHILE WF CANNOT D0 FVERYTHING THF 

(OMMISSI0N SUGGESTFD.1 WF SHOULD DFTERMJNF WHAT IS DOABLF NOW 

AND ATTFMPT TO SAVE $7 BILLION OR MORE 0VFP 3 YFARS· AMONG 

THE TEN OR ELEVEN OPTIONS WF MAY CONSIDFR--AND I AM NOT 

ENDORSING ANY PARTICULAR ONE--ARE REDllCING THF NUMRFR OF IRS 
SFRVIl.E CFNTERS.1 SOMF ADMINISTRATIVE l.ONSOLIDATION OF • 
WELFARE ADMINISTRATION.1 AND STANDARDIZING USE OF INCOMF DATA 

TO CONTROL FRAUD AND OVERPAYMFNTS· 

ALTOGFTHFR.1 ADDING THF NFW REVENUF ITEMS TO THOSF IN S. 
20h2.1 WE CAN RAISE' ABOUT $5] BILLION BY ]987. WF CAN SAVE 

ANOTHFR $5] BILLION IN FINANCF (OM~ITTEF SPFNDING PROGRAMS 

BY COMBINING THF PROVISIONS OF S. 20f12 WITH THE ADDITIONAL 

ITEMS J HAVE DISCUSSED.1 INCLUDING $9.5 BILLION IN SAVINGS IN 

DEBT SERVICF FROM THF DFFICIT RFDUCTJ0N· THAT GIVES A GRAND 

TOTAL OF $107 BILLION IN SAVINGS BY 1987--AGAIN.1 i;_HF BllLK OF 

TH0SF SAVINGS WOlJLn BE FROM PR0POSALS THAT FIRST TAKF FFFECT 

IN J9R5.1 TH OUGH AS STATEn THFRF WOULD FE SMALL SAVINGS IN 

1984. 
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J HAVF DISCUSSFD WHAT C()lfLD Bf? DONF JUST WITHIN THF 
JURISDICTION 0F THF FINANCF (0MMITTFE TO ACHIFVE DFFICIT 

RFDllCTION· OF C0llRSF THE ITF.MS MFNTIONFD ARE N0T SACRFD., 

N0R IS IT CERTAIN ALL CAN BF D0NE· WF HAVF LFARNFD to be l~ry from the 
REPEAL 0F INTERFST AND DIVIDFND WITHH0LDING WHICH WILL 

RFoucF revenues $8.8 billion between now. an~ 1987., and life insurance 
TAXATION., WILL BRING IN ABOllT $3 BILLION LF.SS THAN EXPFCTFD 
BETWFFN N0W AND }987 ACC0RDING T0 TREASURY· 

AN0T~FR MAJOR FACTOR IS THF DFSIRF 0F MANY MFMBFRS., AND 
THE ADMINISTRATION., T() ADD 11RFVFNUF-LOsers"T() THF PACKAGE· 

EvERYTHING THAT c0sTs reduces revenue should reouire a direct offset 
JF WE ARF. TO ACHIFVE FVFN ()IJR MINIMUM DEFICIT REDUCTION 
G0AL· WF WILL n0 OUR RFST T() ACCnMMODATE MFMBFRS' 

PRinRITIF.S., AND THE PRESIDFNT 1 S., RllT THE ()VERRIDING PRif\RITY 
IS DFFJCIT REDllCTION· f F WE SUCCll~1R TO THE TFMPTATJ()N T0 

ADD TOO MANY NEW TAX BRFAKS TO THE PACKAGF., WF MAY RF TAKING 

TWO STEPS BACKWARD F()R FVERY STFP F0RWARD· SoMF PRf\P0SALS 
THF PRFSIDFNT AND THF (ONGRfSS W011LD VFRY MllCH LIKF T0 

IMPLFMFNT THIS YF.AR--THIS SFNATOR INCLUDFD--MAY HAVF T() BF 
Df.FERRFD IF WE FAIL C0MF tJP WJTH 0FFSFTTING REVFNUF-RAISING 

f\R SPFNDING REDUCTI0N PR0PnSALS· 
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NoNETHFLESSJ THE POTENTIAL CLFARLY EXISTS FOR A 
> SIGNIFICANT DFFICIT REDUCTION PACKAGE IN ]984. RFMH1BFR THF 

OTHFR AUTHORIZING COMMITTFESJ AND THF APPR0PRIATIONS 

(OMMITTFEJ WILL RE UNDFPTAKING A R!=VIEW SIMILAR TO OllRS· IF 
WE CAN ACHIFVF $]00 RILLJON IN DEFICIT RFDIJ\.TION IN THF 

FINANCE (OMMITTFE ALONEJ SURELY (ONGRFSS CAN MFFT OR FXCFFD 
THE PRESIDENT'S DOWNPAYMFNT GOAL• 

REDllCING THE DEFICIT BY A PAINSTAKING REVIEW OF NllMFROllS 

POLICIES AND PROGRAMS MAY NOT RE EXCITINGJ OR CHARGF THF 

PURLIC 1 S IMAGINATION· 0BVIOllSLYJ WF WILL WIN SOME AND LOSE 

SOMF AS WF PROCEED WITH (lllR 11 PACKAGING 11 !=FFORT so \A/e must 
MAINTAIN BIPAPTISIAN FLFXIBILITY AS WF GFT into 

SPECIFICS· ToMnRROW WF BFGIN TO MATCH PFRFORMANCFS WITH 

RHFTORIC AND IF WF FAIL--THOSF WHO VOTF "No" SHOULD REMAIN 

FOREVFR SILENT ABOUT DEFICITS· 
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STANDARDIZING USE OF INCOME DATA TO CONTROL FRAUD AND 
OVERPAYMENTS. 

ALTOGETHER, ADDING THE NEW REVENUE ITEMS TO THOSE IN S. 2052, 
WE CAN RAISE ABOUT $51 BILLION BY 1987. WE CAN SAVE ANOTHER S51 
BILLION IN FINANCE COMMITTEE SPENDING PROGRAMS BY COMBINING THE 
PROVISIONS OF S. 2062 WITH THE ADDITIONAL ITEMS I HAVE DISCUSSED, INCLUDING $9.5 BILLION IN SAVINGS IN DEBT SERVICE FROM "THE 
DEFICIT REDUCTION. THAT GIVES A GRAND TOTAL OF $102 BILLION IN 
SAVINGS BY 1987--AGAIN, THE BULK OF THOSE SAVINGS WOULD BE FROM PROPOSALS THAT FIRST TAKE EFFECT IN 1985, THOUGH AS STATED THERE 
WOULD BE SMALL SAVINGS IN 1984. 

WHAT CAN BE DONE 

I HAVE DISCUSSED WHAT COULD BE DONE JUST WITHIN THE 
JURISDICTION OF THE FINANCE COMMITTEE TO ACHIEVE DEFICIT 
REDUCTION. OF COURSE THE ITEMS MENTIONED ARE NOT SACRED, NOR IS IT CERTAIN ALL CAN BE DONE. WE HAVE LEARNED TO BE LEARY FROM THE 
REPEAL OF INTEREST AND DIVIDEND WITHHOLDING WHICH WILL REDUCE 
REVENUES $8.8 BILLION BETWEEN NOW AND 1987, AND LIFE INSURANCE 
TAXATION, WILL BRING IN ABOUT $3 BILLION LESS THAN EXPECTED BETWEEN NOW AND 1987 ACCORDING TO TREASURY. 

ANOTliER MAJOR FACTOR IS THE DESIRE OF MANY MEMBERS, AND THE 
ADMINISTRATION, TO ADD "REVENUE-LOSER" TO THE )?ACKAGE. 
EVERYTHING THAT REDUCES REVENUE SHOULD REQUIRE A DIRECT OFFSET IF WE ARE TO ACHIEVE EVEN OUR MINIMUM DEFICIT REDUCTION GOAL. WE 
\vILL DO OUR BEST TO ACCOMMODATE MEMBERS' PRIORITIES, AND THE 
PRESIDENT'S, BUT THE OVERRIDING PRIORITY IS DEFICIT REDUCTION. 
IF WE SUCCUMB TO THE . TEMPTATION TO ADD TOO MANY NEW TAX BREAKS TO 
THE PACKAGE, WE MAY BE TAKING TWO STEPS BACKWARD FOR EVERY STEP 
FORWARD. SOME PROPOSALS THE PRESIDENT AND THE CONGRESS WOULD 
VERY MUCH LIKE TO IMPLEMENT THIS YEAR--THIS SENATOR INCLUDED--MAY 
HAVE TO BE DEFERRED IF WE FAIL COME UP WITH OFFSETTING REVENUE-RAISING OR SPENDING REDUCTION PROPOSALS. 

NONETHELESS, THE POTENTIAL CLEARLY EXISTS. FOR A SIGNIFICANT DEFICIT REDUCTION PACKAGE IN 1984. REMEMBER THE OTHER 
AUTHORIZING COMMITTEES, AND THE APPROPRIATIONS COMMITTEE, WILL BE 
UNDERTAKING A REVIEW SIMILAR TO OURS. IF WE CAN ACHIEVE $100 
BILLION IN DEFICIT REDUCTION IN THE FINANCE COMMITTEE ALONE, 
SURELY CONGRESS CAN MEET OR EXCEED THE PRESIDENT'S DOWNPAYMENT 
GOAL. 

REDUCING THE DEFICIT BY A PAINSTAKING REVIEW OF NUMEROUS 
POLICIES AND PROGRAMS MAY NOT BE EXCITING, OR CHARGE THE PUBLIC'S 

I IMAGINATION. OBVIOUSLY, WE WILL WIN SOME AND LOSE SOME AS WE PROCEED WITH OUR "PACKAGING" EFFORT SO WE MUST MAINTAIN 
BIPARTISIAN FLEXIBILITY AS WE GET INTO SPECIFICS. TOMORROW WE 
BEGIN TO MATCH PERFORMANCE WITH RHETORIC AND IF WE FAIL--THOSE '• 
WHO VOTE "NO" SHOULD REMAIN FOREVER SILENT ABOUT DEFICITS. 
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