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BOB DOLE
KANSAS
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OFFICE OF THE MAJORITY LEADER
WASHINGTON, DC 20510

May 16, 1986

Senator Dole

TO:
FROM:

George Pieler

SUBJECT:

Talk to Heinz Pennsylvania Tax Seminar

You are scheduled to talk to the group at lunchtime
on Monday, May 19.
These are about 200-300 businessmen from Pennsylvania
who will be spending most of the day hearing about the
Finance tax reform bill (including a presentation Rich will
make in the morning).
Attached are current materials on tax, budget, and trade.

Attachments
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May 15, 1986
Ta x Reform in the Senate
o

Th e Senate Finance Committee has don e th e country proud by
producing the most far-reachi ng tax reform bill in history:
They said we
and approving it by an overwhelm ing 20- 0 vote.
wrong.
e
wer
-they
couldn't bea t th e special interests-

o

Tax reform in the Senate means the lowest income tax rates
since 1931. The new rates are 15% up to $29,300 in income
(joint returns), and 27% above that income level. On the
corporate side, the rate is 33%.

0

o

0

o

It also means significan t tax reductions for working people
6
in America, particula rly the lowest-inc ome wage-earn ers.
rolls
tax
the
off
taken
million low-income Americans will be
The personal exemption
completel y as a result of tax reform.
will go up to $1,900 in 1987 and $2,000 in 1988. The
standard deduction will go up to $5,000 for joint returns.
Taxpayers with incomes of $10,000 or less get a 62% tax
reduction~ between $10,000 and $20,000, an 18% tax reduction :
between $30,000 and $40,000, a 5% reduction : and between
$40,000 and $50,000, a 6.5% reduction.
These low, low tax rates are made possible by a major
crackdown on unjustifie d tax shelters for the rich, and by
eliminatin g many deduction s, exemption s, credits, and the
But mortgage interest, charitable contributi ons, and
like.
State and local income and property taxes remain fully
deductibl e. The casualty loss deduction will remain subject
to a 10 percent floor and the medical expenses deduction will
be subject to a similar floor.
A stiff new minimum tax ensures that no wealthy individua l or
corporatio n can avoid paying their fair share of tax.

Productiv e for the economy
o

This bill achieves, in a big way, the major economic goal of
tax reform: establishi ng a 'level playing field' by taking
If we can get this bill
the juice out of special tax breaks.
signed into law, people will be able to make their financial
and economic decisions without worrying so much about tax
consequen ces--and that's a very healthy thing for the
economy.

o

In addition, the Senate bill creates a much healthier climate
for investmen t and productiv ity than the House-pas sed bill.
Depreciat ion allowance s are more realistic , and more neutral
among various industries than under the House bill.
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o

Simply put, lower tax rates for all taxpayer s are bound to
take the premium out of planning your finances for the
purpose of tax avoidanc e. And getting rid of some longstanding tax differe ntials-- like capital gains rates,
deductio ns for most interest payment s, and dropping the
From now on,
investme nt credit-- advance s the same goal.
straigh t marketp lace judgment is what counts most--no t
creative tax accounti ng.

Last step in the process
0

0

0

o

The new high-wa ter mark on tax reform represen ted in the
Finance Committ ee bill is the culmina tion of years of hard
work in reducing and stabiliz ing tax rates and broaden ing the
tax base. The groundw ork for tax reform was laid in 1981
when, under my Chairma nship, the Finance Committ ee led the
way for Presiden t Reagan's tax-rate cuts and initiate d tax
indexing to keep those lower rates in place, regardle ss of
-inf la ion.
The next step was to resort to closing loophole s, improvin g
complian ce, and removing special preferen ces as a way to
raise revenue, rather than re-impos ing high tax rates on
working America ns. That was done in both 1982 and 1984 under
the Dole Finance Committ ee.
The net effect of this was to point the way to a lower-ra te,
broader- based, fairer and more producti ve tax system. Tax
indexing and accelera ted depreci ation were sort of like the
they force us to make choices
Gramm-R udman of the tax code:
we ought to have been making all along, and to face the fact
that our tax code had become a maze of special preferen ces
and privileg es that had outlived their usefulne ss.
Now let's finish the job:
all America ns.

and achieve true tax reform for
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Individual Retirement Accounts
o

0

o

(

0

Senator Packwood's 25% proposal included repeal of IRA's for
His 27% proposal as it was adopted by the Finance
everyone.
Committee includes my suggestion to retain fully deductible
IRA's for people who are not covered by pension plans. This
change meant that the proposal would raise $19 billion less
over 5 years than full repeal.
Senator Chafee's amendment which the Committee_ adopted
broadened IRA's a little more by allowing individuals who are
covered by pension plans to make nondeductibl e IRA
The income earned on these investments would
contribution s.
until it is withdrawn from the IRA.
tax-deferred
remain
Of
The Chafee amendment cost $1.6 billion over five years.
course, since the "inside buildup" will grow over the years,
the revenue cost in the future will be substantially greater.
These changes, therefore, restored over $20 bilion of the $46
billion that would have been gained by repeal of IRA's
altogether.

Misconceptio ns
0

o

Individuals who now have IRA's will be able to keep the
amounts they have already invested without any change in tax
effect. They will also be able to contribute up to $2,000
each year ($2,250 for IRA's with a spousal feature) in the
The only difference is that only individuals not
future.
covered by a pension plan will be able to take a deduction
In every case, income earned on
for the contribution .
amounts invested in an IRA will remain tax-free until they
are withdrawn from the IRA.
There has been much discussion about the loss of the
deduction for some individuals. Two things seem to have been
First, 80 percent of all
ignored in the debate so far.
families will have their tax rate reduced to 15 percent. At
this rate, the deduction on a maximum $2,000 contribution is
With the low rate, double personal
worth only $300.
exemption and larger standard deduction, virtually all these
taxpayers will have a substantial tax cut despite the loss of
an IRA deduction. Of course, many people do not contribute
the maximum $2,000 and the deduction is even less important
for them.
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Second, the value of th e tax-d e ferr al on t h e income ea rned in
IRA's is the most significant f ea tur e from a tax-s a vin g po i nt
of view. That feature is still ret a i n ed in e very c a se.

o

In addition, I should po i nt out that more and more employe r s
are adding 40l(k) plans as part of th e pension package th e y
offer to their employees.

o

40l(k) plans are equivalent to IRA's in tax effect except
I expect
that the maximum annual contribution is $7,000.
in
included
are
rules
IRA
that, if the Finance Committee's
40l(k)
new
of
rate
the
President,
the
the legislation sent to
plans will accelerate.

0

If I am right on this, we basically have a fight not about
the level of retirement savings, but about who holds these
savings. Will it be the banks and insurance companies who
administer pension plans or the banks, mutual funds, and
other financial institutions who sell IRA's?
Who Takes the IRA Deduction
(Percentages Rounded)

(

~~!~

•!·'···.

'

Adjusted
Gross Income
(1983 figures)
Below $10,000
$10,000-$19,999
$20,000-$29,999
$30,000-$39,999
$40,000-$49,999
$50,000-$74,999
$75,000-$99,999
$100,000 and up

Percent
of All Tax
Returns
36.0%
25.6
16.8
10.8
5.3
3.7
.8
.8

Percent
of All IRA
Deductions
3.2%

11. 2

18.7
21. l

17.4
18.0
5.2
5.1
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TAX RATES
o

0

The individual tax rates in the Finance Committee bill are 15
80 percent of families will be in the 15
and 27 percent.
percent bracket.
To make sure that wealthier taxpayers do not receive a
disproportio nate tax cut, the benefits of the 15 percent
bracket and of the increased personal exemption are phased
out for high income taxpayers.

Recapture of Benefit of the 15% Bracket
o

(

;G: : ~:

0

0

' .,

o

The benefit of the 15 percent rate bracket is recaptured for
taxpayers filing joint returns who have incomes over $75,000.
This is done by a gradual phase-in so that the dollar value
of the lower rate is not entirely lost unless the taxpayer
has more than $145,320 in income.
The provision is drafted as a phase-out to avoid what we call
a "cliff". We did not think it would be fair to tell
taxpayers who have $75,001 of income to pay tax on all of it
at the 27% rate, while taxpayers with $74,999 in income pay
tax at the 15 percent rate.
However, the way it is drafted gives commentators an
opportunity to say that the "marginal" tax rate for families
between $75,000 and $145,320 is 32 percent instead of 27
percent.
The important thing to remember is that their effective tax
rate never will exceed 27 percent and that, even at 32
percent, the rate is below the 38 percent in the House bill
and 35 percent in the President's proposals.

(N.B. The phaseout for single taxpayers begins at $45,000.)
Phaseout of Personal Exemption
0

0

The Committee bill phases out the personal exemption for
families between $145,320 and $185,320.
I understand that the effect of this is to raise the marginal
rate for these taxpayers to 28 percent, although, as I
mentioned earlier, the effective rate never exceeds 27
percent.
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o

However, for taxpayers in this income range, the rate is
significantly less than the 50 percent rate in current law,
as well as the rates proposed by the President and passed by
the House.

o

Some will argue that the Finance Committee bill raises the
I can
tax rate on long-term capital gains too much.
understand their concern, but over 70 percent of the benefit
from the capital gains exclusion is taken by individuals
These taxpayers will have a tax
making over $250,000 a year.
That should be sufficient.
rate of 27 percent.

;•

(
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Real Estate Talking Points
o

0

... . .

r.~

(
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The tax reform bill reported by the Finance Committee will be
very effective in reducing tax considerations as a part of
investment decision making.
With a 27 percent maximum tax rate, individuals will have
little incentive to invest in tax shelters.
For that reason
alone the limitation on the deduction of passive losses will
be much less important than it would be if rates were left
where they are under present law or under the House bill .

o

In addition, with the capital cost recovery period for
residential real estate increased to 27 1/2 years and the
recovery period for commercial real estate increased to 31
1/2 years, there is little artificial incentive left in
depreciation deductions.

0

That does not mean that some individuals who have invested in
recent years will not be disadvantaged by the new rules.

0

Whether it is . good policy or not, it has been completely
legal for individuals to offset other income by deductions
derived from real estate and other investments.
It would not
be fair to change the rules without giving these individuals
some time to rearrange their investments.

0

For that reason, although I was a member of the so-called
"core group", I refused to support the Chairman's package
until a transition rule was included. We were able to
convince Senator Packwood to adopt first a 3-year phase-in of
the passive loss limitation and later a 4-year phase-in.
I
tried to extend the phase-in to 5 years, but there were not
enough votes for additional relief.
Perhaps some additional
relief will be possible on the floor, but at least we were
able to moderate the immediate short-term effect of the
passive loss limitations.

,: '."'
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PASSIVE LOSS LIMITATION
EXCEPTION FOR OIL AND GAS WORKING INTERESTS

o

The Finance Committee bill contains an exception from the
passive loss limitation rule for "working interests in oil and
gas propertie s".

o

First, I would like to clear up a misconcep tion in the reports
by the media. There was no threat to kill the tax reform
effort if this modificat ion were not adopted. -This
modificat ion was included in this bill just like any other
modificat ion -- a majority of the Committee thought it was a
good idea and voted for it.

o

The passive loss limitation rule is the provision that has
been described as the "anti-tax shelter" provision . This
provision raises approxima tely $50 billion over five years by
telling investors in tax shelters that they can use deduction s
generated from these investmen ts to offset income generated by
these types of investmen ts, but they cannot use these
deduction s to offset other income such as salary or wages.

o

The working interest exception recognizes the economic reality
in the way some oil and gas deals are structured differs
greatly from real estate or other types of investmen t.

o

Those of us who voted for this exception believe that when an
individua l enters into a joint venture to drill an oil well
and agrees that he will be joint and severally liable for any
costs that may result, he is in the business of oil drilling.
He is not just a passive investor.

o

These individua ls receive detailed explanatio ns of proposed
expenditu res before they are incurred and they have the
ability to challenge the specifics and to put up funds or not.
They are truly in the business whether or not they actually
operate the drilling rig.

1 : ~ ~ :~

' r-\.
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o

In contra st, if an individ ual is a limited partne r in a socalled oil fund, he will be treated just like other passive
investo rs and the loss limitat ions will apply.

o

The workin g intere st excepti on represe nts $1.4 billion out of
$50 billion attribu ted to the passive loss limitat ion.
It is
clear that the except ion does not materi ally reduce the value
of the genera l rule.

o

In fact, it has almost exactly the same revenue impact as the
3-year extensi on of the targete d jobs credit which we agreed
to the same evening we agreed to the working intere st rule.
I
have not seen any stories about the $1.3 billion loss
attribu table to these credit s.

o

Simila rly, the researc h and develop ment credit was extende d
for 4 years at $1 billion per year.
It is an incent ive, not
an econom ic cost, but no one has written about that. No one
has discuss ed the credit for histor ic and other older
buildin gs which cost $2 billion per year and have been the ·
basis for countl ess tax shelte rs.

'~~t!~
·.·,·:··t:•

(
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l!andicapping the Tokyo Economic Summit

5/9 /~6

The U.S. went into the summi t with the goals of keeping
th e dollar down as against th e yeh (or getting it even lower);
encouraging Japan and Ge rman y to speed up their economies
(preferably by tax cuts and lower interest); and improving
coordination of monetary and fiscal policies among the major
developed countries. A corollary is setting the stage for
the next GATT round of (hopefully) trade liberalization talks,
scheduled to begin in September.
• The dollar. Essentially there is no maJor change in
direction over the G-5 agreement of last September, which
aimed at a lower value for the dollar, deficit reduction in
the U.S., faster growth in Europe and Japah, and resistance
to protectionism on the part of all the major trading nations.
Japan failed to win agreement on stabilizing or even increasirig
the value of the dollar vis-a-vis the yen--a failure that may
cause political problems for Nakasone.
(Note--the general consensus is ~hat t~e Administration
would like the dollar down ·even furthet against the yen, t~ 
keep pressure on Japan to . open markets, but that the Fed is .
wary of a plunge in the dollar that . could ultimately mean
higher inflation).
• Japanese/German economies. No formal agreement was
reached on the question of Japan and Germany stimulating their
economies: both are growing at a moderate pace (Japan at
around 3% this year, according to the IMF, Germany at ab6ut
3.7%). At the same t.ime, there is hope that lower oil prices
and lower interest rates will have a stimulative effect in
both countries, even without government action.
:I .if· .

. :::~ .

• Policy coordination. The Reagan administration appears
to want to steer a course between strict advocates of floating
exchange rates (the present system) and those who want an
agreement to fix exchange rates. Japan and Germany like the
present system--France prefers fixed rates. From this standpoint,
the summit agreement for better coordination and monitoring
of each others' economic policies is a win for the U.S.
But the proof will be ip seeing what the summit participants
actually do in a coordinated f~shion--it's easier to talk
about coordination when the world economy is looking pretty
good (like now) than when the threat of recession or high
·,
inflation is pre~ent.
picture. At a minimum, the Tokyo summit brought progress in
re ucing the risk of renewed inflation or economic downturn in
the world economy--because the se~eri industrial nations at
the summit agreed to consider and discuss those riski in setting
(
domestic economic policies. Beyond that, the summit participants
continue to give lip service to free trade--but one of the major
disappointments was a weak statement acknowledging the 'problem'
of overly-protected and subsidized agricultural markets. When
it comes to hard cases, the will to pursue a clear course towards
Page 11 of 21
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TRADE TALKING POINTS

o While good news on the trade front is slow in corning,
exports of U.S. capital equipment and other goods are running
If this trend
about 4% over the pace at the end o f 1985.
in the trade
improvement
continues, we should see significant
year.
deficit before the end of this
o This positive shift is, in part, the result of past year's
decline in the value of the dollar. The dollar has falleq almost
35% from its peak in February 1985 against the yen, and since
last September's G-5 meeting it's fallen about 15% against a
basket of major currencies.
o I hope this turnabout continues--b ut there's more to trade
Even with the good news, we must
trends than exchange rates.
the United States does not have a clearly defined
face facts:
trade strategy or policies to carry it out.
o We Americans believe that trade is an exchange of goods _
and services -- a two-way street between businesses, states, and
countries. However, many countries are only too happy to sell us
But when i t comes to buying ours, they say "No
their goods.
thanks."
o The truth is that most of us in Congress, as well as most
businesses, don't want to erect protectionis t barriers to prevent
foreign goods from entering the United States. What we want is
access -- the opportunity to sell American products in overseas
markets.
o In the past, the United States blinked at other countries'
trade barriers even though our markets are among the most open in
In view of the current U.S. political and economic
the world.
no longer afford this luxury.
can
we
climate
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CONGRESS AND TRADE POLICY
o I have never seen stronger Congressiona l sentiment for
My colleagues, including strong
acting on the trade front.
advocates of free trade, are fed up with what they believe to be
basic unfairness.
o Trade already is and will continue to be a major political
issue in the 1986 and~988 elections. Many in Congress are
already moving to gain early political advantage. Hundreds of
trade bills have been introduced to date. The stakes are high
maybe control of the Senate in 1986.
o Although there is a diversity of opinion among members of
Congress on how best to address the trade issue, there seems to
be a consensus that Congress must reassert its broad
constitution al authority over trade policy. Under Article I of
the Constitution , the Congress is expressly vested with the power
to regulate commerce with foreign nations and to set tariffs.
Over the years, Congress has ceded to the Executive Branch the
primary role not only in implementing these policies but also in
setting our overall trade policies.
o Last November a bipartisan group of my Senate colleagues
joined with me in introducing a major trade initiative which
attempts to reestablish our involvement.
Specifically , this bipartisan initiative addresses the
following objectives:
To insure systematic enforcement of existing trade laws
against foreign unfair trade practices;
To expand trade through market liberalizatio n;
To promote meaningful adjustment of import-impac ted
industries to new competitive conditions; and
To remedy misalignment of the dollar, developing
and disincentive s to U.S. exports.
debt,
country
In addition to this effort there are numerous sector-speci fic
bills which the Congress may consider. Notable among them, the
so-called textile bill, which passed overwhelming ly in both the
House and Senate and was vetoed by the President.
CANADIAN FREE TRADE AGREEMENT
o One more recent example of congressiona l determinatio n to
become a more active partner on trade is the debate over the
Administrati on's proposal to begin negotiations on a free trade
zone agreement with Canada.
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On a tie vote, the
o The administration got its way.
Finance Committee defeated a motion to put the negotiations on a
But the
slow track--in effect gutting the initiative.
There were a
Administration came close to losing this one.
number of senators unhappy about specific trade issues with
But there were others, Republicans
Canada, such as timber.
included, who are dissatisfied with the administration's failure
to be more aggressive overall on the trade front and to take
Congress for granted.
o The trade issue is not going to go away. Members of
Congress recognize that America's trade policy is in a shambles.
And Congress seems prepared to pick up the pieces -- if you can
believe all the rhetoric.
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BUDGET TALKING POINTS

o On May 2, the Senate fulfilled its obligation under
Gramm-Rudman-Hollings and approved a spending blueprint for
fiscal 1987 that meets the $144 billion deficit target.
o Ours was a bipartisan effort. 38 Republicans and 28
Democrats voted for the revamped Domenici-Chiles budget.
o And the budget we approved is an honest, straightforward
attempt to deal with economic realities -- not by _m aking defense
a whipping boy and not by tax overkill.
o Unfortunately, the same cannot be said for the House
budget, which the House passed yesterday 245-179. The House
budget has a $138 billion deficit figure for 1987, but it was
achieved by ~utting defense spending. This budget decreases 1987
spending authority to $285 billion from the administration's
original $320 billion request.
o Many think the Senate went too far when it reduced defense
to $301 billion -- but the House's $285 billion level is totally
irresponsible and totally unrealistic.'
o I hope that the House/Senate budget conferees will get
down to work soon, and quickly blow away the bogus defense
figures in the House budget so they can agree upon a realistic
and responsible national security budget -- one Republicans,
Democrats and the American people can accept.
o The Senate faced up to the promise it made to deficit
reduction when it passed Gramm-Rudman-Hollings. We did not turn
our back on the budget process, we were not willing to roll the
dice and hope that the Goos will save us from sequester. Now,
it's up to the House to be responsible as well.
o It is in every one's best interest to get a budget
resolution in place so that Congress can complete work on all of
its fiscal business, from appropriations bills, to deficit
reduction, to tax reform.
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o The Senate's budget, though far from perfect, is a far
superior product than the House plan.
o First, our defense budget though $19 billion below the
administration's request, and below the level I would like to
see, is at least responsible.
o Second, unlike the House we made substantial reductions in
non-defense sp~nding.
In 1987 alone, we saved an additional $8.7
billion in these programs -- and over the next three years, these
program reforms will yield $25 billion in savings.
o Finally, we reluctantly agreed to revenue increase of
$10.6 b~llion in 1987, $45 billion over three years. These
revenue increases could be handled without raising taxes. And
there is the possibility we could use a surplus from tax reform
for this purpose.
o With the exception of defense, I think the differences
between the House and Senate budgets are fairly narrow and should
be easy to resolve. The defense issue, is critical. however, and
the Senate leadership, including Senate Budget Committee Chairman
Domenici, have p~edged to the President that we will. do
everything in our power to hold to the Senate's defense spending
level.
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The Deficit and th e Average American
0

0

Unless we follow a deficit reduction path like that mandated
under Gramm-Rud man, American families will face either higher
not to mention the risk
interest rates or higher inflation :
millions of
throwing
recession
new
of a disastrous
the
what
is
That
work.
of
out
ers
breadwinn
about.
all
is
initiative
gs
Gramm-Rud man-Hollin
Most economist s believe that enactment of deficit reduction
measures that eliminate the deficit by the end of the decade
will produce a drop of at least 1 percent in interest rates
over the short run and 2 to 3 percentag e points over the long
relative to what they otherwise would be.
term:
With a 2% drop in interest rates, the monthly payment
on a median priced home ($80,000) would go down by
about $100 a month.
Conversely , if we don't reduce the deficit ·to keep
rates as low as they are now, homeowner s could face
that large an increase- -or more-- in monthly payments.

(

A 2% drop in interest rates would mean an additiona l
$4,000 in income for the average wheat farmer with a
1,000 acre operation .
In 1985, the Federal Governmen t overspent to the tune
of $1,000 for every man, woman, and child in America.
This $1,000 per head of additiona l federal debt will be
one more burden for our children to repay in higher
taxes or higher inflation in the future .

.

;-,\..
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Inte rest on the Deb t
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The mass ive incre ase in debt has its e lf crea te
ral
larg est and faste st grow ing comp onen ts of Fede
hav e p u t
cits
defi
tant
Cons
.
debt
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spen ding --int eres t on
g for th e
fisca l polic y on an endl ess tread mill of payin
irres pons ibili ty of prev ious deca des:
o
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billi on
In 1965 , inte rest on the natio nal debt cost $9
By 1980 , annu al inte rest
and consu med 1.4% of GNP.
But the wors t
of GNP.
n--2%
billio
costs rose to $52
was yet to come .
yers
In 1985 , inte rest on the natio nal debt cost taxpa
five
of
l
leve
the
times
three
st
$130 billi on-- almo
This repre sents 3.8% of GNP, 13.5% of the
years ago.
costs over
entir e 1985 budg et, and a 1,450 % incre ase in
1965 .
Fede ral
$130 billi on is equa l to the sum tota l of all
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Ma y 6, 19 8 6
Finance Committee Tax Reform Bill
0

There will be only two rates for individuals:
This will cut the top rate almost in half;

o

80% of Americans will have a top rate no higher than 15%;

o

This will be the lowest individual top rate since 1931.

o

Approximately 6 million of the working poor will be moved off
the Federal income tax rolls;

o

A family of four making up to $13,000, $530 above the poverty
line, will pay no Federal income taxes;

o

Fairness is restored to the tax system through tough antishel tering and minimum tax rules. While significantly
reducing Federal income tax rates, the proposal also permits
the following deductions:

15% and 27 %.

Home mortgage interest;
State and local income taxes;
State and local property taxes;
State and local personal property taxes;
Charitable contributions for itemizers.
The following benefits will be retained and/or increased:
Standard deduction for single, joint and head of
household taxpayers--increase d;
Personal exemption--increase d to $2,000;
$600 standard deduction for the elderly and blind;
Earned income tax credit for lower income
taxpayers-- increased;
Child care credits--retained.
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How is a ll of thi s paid fo r ?
By c los i ng cor po r a t e loopholes a nd s pe ci a l tax
priv i le g es--a p proxi mately $10 5 billion;
By eliminating the ability of individuals to avoid
paying taxes by using tax shelters--$50 billion; A
4-year transition rule applies to alleviate shortterm disruption, and working interests are not
subject to the passive loss limitations where an
individual has unlimited liability.
By eliminating individual capital gain exclusion-$220 billion; 71% of which is presently claimed by
individuals earning over $200,000; (The tax rate on
long-term capital gains will still be below the 28
percent maximum rate in effect before 1981.)
By imposing a stiff minimum tax on individuals and
corporations assuring that wealthy individuals and
profitable corporations will have to pay some tax-$40 billion.
0

Making future IRA contributions available only to those not
covered by pension plans (other than social security)--$30
Individuals covered by a pension plan can still
billion.
make nondeductible IRA contributions and take advantage of
tax deferral on the income from his/her investment.

The proposal sets a top corporate rate of 33%, down from a top
rate of 46% under current law.
No changes are made to current law excise taxes.
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American Supply & Machinery
Manufacturers' Association, Inc.

Reply to Legislativ e Counsel:
Sheldon I. London
Suite 401
1725 DeSales Street, N.W.
Washing ton, DC 20036

1230 Keith Building
Cleveland, Ohio 44115-2 180
216/241 -7333 Telex 980-393
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