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EXBCUTIVE OFFICE OF THB PRESIDENT
OFFICE OF MANAGENENT AND BUDGET
Washington, D.c. 20503

April 2, 1993

LEGISLATIVE REFERRAL MEMORANDUN
LRM #I-261

TO: Legislative Liaison Officer -

CUMMERCE - Michael A. Levitt - (202)482-3086 - 324
DEFENSE = Samuel T. Brick, Jr, - (703)697-1305 - 325
HUD - Edward J. Murphy, Jr, - (202)708-1793 - 215
JUSTLCE - Faith Burton - (202)514-2141 - 217

STATE ~ Malt Winelow = (202)647-4463 ~ 225

TREASURY - Richard §. Carro - (202)622-1146 - 228
OGE =~ Jane Ley - (202)523-5377 - 261

FROM: JAMES J. JUKES (for)o(qﬂ_
Assistant Director fa/ Tegislative Reterence
OMB CONTACT: GERRI RATLIFF (395-3983)

Becretary’s line (for simple responses): 395-3454

SUBJECT: OMBE Request for Views RE: HR 823, Lokbying
Disclosure Act of 1593

DEADLINE: 4:00 TUEBDAY April 6, 1993 @/04//\}5 o 3.

COMNENTS: Please submit your views by the deadline in the form
reguested in the attached memo from Donsia 8trong of the
White Houso Domesatio Poliocy Councll staff. We raquest
that the views be in bullet (rather than paragraph) fornm,
and as brief as posaible. The views will be handed out
and discussed at an interagency meeting in room 9104 of
the New Executive Office Building at 10:00 on Wednesday,
April 7th. paoh agency is asked to limit attendanoce to
twvo people, including a policy-level official. PFor
Clearance into the building, please call Darcel Gayle
(395-3454¢) with the names and birth dates of your
agency’s representatives by 4:00 TUESBDAY. We intend to
distribute agency responses to this request for visws at
the meeting. Attached for your information are: (1) a
letter from th President in which he supports the bill
and states the AGministration’s willingness to work with
the suboommittee to strengthea it; and (2) two letters
from the Chairman of the FEC on the bhill,

OMR requests the views of your agency on the above subject before
advising on 1ts relationship to the progran of the President, in
accordance with OMB Circular A-19.

Please advise us if this item will affact direct spending or
receipts for purposes Of the the "Pay-As-You=Go' provisions ot
Title XIIT of the Omnibus Budget Reccénoilietion Act of 199%0.























































. INDEPENDENT /
Raul Yzaguirre
Chairperson SEC IOR GE‘ EW
Gwendolyn C. Baker
Vice Chairperson

Norman A. Brown Robert M. Smucker
Vice Chairperson February 15, 1993 Senior Vice President
Dudley H. Hafner and Director, Government
Relations

Vice Chairperson
Valerie S. Lies

Vice Chairperson
Alicia A. Philipp

l Vi(‘;* (‘:‘-)'irpe.rson Melanne Verveer

erry Yoshitomi Y

Vice Chairperson DePUW Chief of Staff

Sibyl C. Jacobson Office of the First Lady
Ui Old Executive Office Building

Sanford Cloud, Jr. Suite 100
Secretary " !

Brian O'Connell Washington, DC 20500
President

_ Dear Melanne:
Board of Directors

Rebecca Adamson

James J. Bausch | wanted to be certain you knew the problems our Members have with
DOougas - Benaet the Lobby Disclosure Accountability Act introduced by Senator Levin and
Egiﬁd\.\f&' E‘-‘:hii“:l;‘” Congressman Bryant and supported by the White House. It calls for needless
Dennis A. Collins additional reporting of lobbying activities which will make it all the more difficult
e to encourage charities to be aggressive advocates. | am enclosing Senator
E“.,“:"C"[‘.;‘gZ‘&’?:;h Leym's statement which includes "a strong endorsement from President

AGREV Farcall Clinton". Our statement is also enclosed. You are so well acquainted with our
22‘;1&1)‘;;",\?'Ffi-?fiﬁrﬁr, community that | am certain a word from you to the appropriate people in the
john W. Gardner White House would help a lot.

Margaret Gates

Peter Goldberg i

William H. Gray 1li | hope all is going well for you!
Paul Grogan

Raymond L. Handlan

Joanne Hayes

Antonia Hernandez

Ira S. Hirschfield Sincerely.

Dorothy A. Johnson

Anna Faith Jones 2
Stanley N. Katz \
John D. Kemp ,@\J é
Felicia B. Lynch

J. Michael McCloskey

Rev. ). Oscar McCloud Robert M. SmUCKer
Catherine E. McDermott

Wayne Meisel

Bruce L. Newman

Louis Nunez Encs

Janice Petrovich B

Milton Rhodes

Dorothy S. Ridings

Rebecca W. Rimel

James P. Shannon

Rev. Paul H. Sherry

Clifford V. Smith, Jr.

Alfred H, Taylor, |r.

Eddie N. Williams

Eugene R. Wilson

Adam Yarmolinsky

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT e FOR ® PROFIT INITIATIVE
1828 L. Street, N.W. ® Washington, D.C. 20036 ¢ (202) 223-8100
FAX: (202) 416-0580
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The Religicus Action Canter
pursues saciel justice and
© -+ refigious fibarty by
mobilizing the American
Jowish Community and
sarving as Ay advocate

in the nation's capial

2027 Massachuset's Ave, NW

Evely Lasw Shpunsxy,
Chairpersan

Cammission cn Social Action
of Reform Judakm

Rabbi Eric Yolie -

Dirsclor
Comamission on Socksl Action
of Raform Judaism

11:12 202 667 9070 RAC g oo2
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RELIGIOUS ACTION CENTER
OF REFORM JUDAISM

March 22,1993

To: Donsia Strong

.From: David Saperstein

Re: Lobby Disclosure update for your Monday and Tuesday discussions
-cc: Melanne ‘Verveer, Bruce Reed, Frank Monahan, Oliver Thomas

It was a delight speaking with you Friday and it helped clarify some

of the confusion cn our side -- as I hope it did on yours as well. I
spoke with Frank and Buzz and, as you and I agreed, we won't take the
time at this point for a face-to-face meeting.

Let me, instead, respond in writing to some of the concerns that have
been raised by various people with whom I have met or spoken with
recently; including yourself, Michael Waldman, Melanne Verveer, and
Senator Levin, with whom T also met on Friday.

The language in the Glickman letter I left in your office Friday
spells out the general concern, and (with actual language) suggested
solutions to, the religious community's unanimous belief that only a
specific-religicus exemption in the Lobby Disclosure Act can protect
our religious liberty interests.

Let me, howevé:, add some more information which will be helpful for
your deliberations. :
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Vice Chairperson
Alicia A. Philipp
Vice Chairperson
Jerry Yoshitomi
Vice Chairperson
Sibyl C. Jacobson
Treasurer
Sanford Cloud, Jr.
Secretary
Brian O'Connell
President

Board of Directors

Rebecca Adamson
James J. Bausch
Douglas |. Bennet
Anne L, Bryant

Peter McE. Buchanan
Emelda M. Cathcart
Dennis A. Collins
Charles A. Corry
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Clifford V. Smith, Jr.
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Eddie N. Williams
Eugene R. Wilson
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INDEPENDENT /
SECTOR GiveFiye.

Robert M. Smucker
Senior Vice President
and Director, Government
Relations

March 25, 1993

Melanne Verveer

Deputy Chief of Staff

Office of the First Lady

Old Executive Office Building
Suite 100

Washington, DC 20500

Dear Melanne:

Brian and | are very grateful for the time you gave to us today to
discuss a number of issues important to charities. We are grateful for your
offer to set up a meeting for Brian with Gene Sperling and we will also be back
in touch with you very quickly regarding the Lobby Disclosure Act of 1993.

As we had discussed, of all the issues that are of concern to nonprofits
clearly the cap and the floor on itemized deductions, including charitable
deductions, are the most important. We of course are very hopeful that the
cap on itemized deductions will not survive. It would cause a reduction of $1.8
billion annually in charitable giving according to research completed for
INDEPENDENT SECTOR by Price Waterhouse.

We are also very concerned about the 3% floor. As | mentioned,
dropping charitable out of the 3% floor would be very possible if Congress
were to eliminate from the floor the adjusted gross income inflation adjustment
for a year or two. | am enclosing related information and hope you will take
that matter up with Gene Sperling. A carve out of charitable from the 3% floor
would be viewed by IS and its Members as an enormously important move by
the Clinton Administration to underscore its strong support for the independent
sector.

Sincerely,

AL

Robert M. Smucker

Encs.
cc: Brian O'Connell

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT e FOR ¢ PROFIT INITIATIVE

1828 L. Street, N.W. ® Washington, D.C. 20036 * (202) 223-8100
FAX: (202) 416-0580
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INDEPENDENT
SECTOR

Possible Means of Implementing the INDEPENDENT SECTOR Position
Which Calls for Dropping the Charitable Tax Deduction
From the 3% Floor

Research by Price Waterhouse, completed for INDEPENDENT SECTOR, concludes
that excluding charitable contributions deductions from the 3% floor would result in a loss of
federal revenue of $914 million over the 5 year period 1994-98.

Price Waterhouse research also indicated that eliminating the floor inflation adjustment
(now at $108,000) for purposes of the 3% itemized deduction floor would result in a gain of
$683 million over the same 5 year period if the adjustment were eliminated for the year 1994,
only. If it were eliminated for 1994 and '95 the additional revenue pick up would be $1.275
billion over the five year period. If the inflation adjustment were eliminated for all five years,
1994-98, the pick up in revenue would be $2.006 billion.

Attachment A is a chart from Price Waterhouse providing more details.

Supporting arguments for dropping the charitable deduction from the 3% floor are
included on Attachment B.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT * FOR * PROFIT INITIATIVE
1828 L Street, N.W. * Washington, D.C. 20036 * (202) 223-8100
SUCCESSOR TO THE COALITION OF NATIONAL VOLUNTARY ORGANIZATIONS AND THE NATIONAL COUNCIL ON PHILANTHROPY
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Lytanmmend, A

(] The tioor on charitable deductions was the fourth major undercutting by
Congress over the past decade of the very organizations to which government
is transferring so much responsibliity. Following is related intormation.

Batween 1982 and 1991, govemmant's allocations to its nonprofit
parinore to fulfill such public services as Job tralning and maternal and
child health, dropped by $37 blllion, exolusive of medicare and
mediceald.

During that same perlod, reductions for all federal human service
programs dropped by $119 blilion, with the expectation that essentlal
services would be picked up by voluntary organizations.

The 1986 Tax Act hurt the voluntary sector more than others because of
the elimination of the charitable deduction for those who do not Homlze
thelr tax returns, changes In the treatment of glfts of appreciated
property, and the direct cormelation between lower tax rates and the size
of many people's contrlbutions. As we forewarned Congress and the
Administration, In tha years immediately fcllowing 1986, there was a
50% decline in the prior rate of growth of charltable giving growth.

On top of the cuts in federal funding for oharitics, and the loss of
charitable tax incentives in 1988, In the fall of 1890 Congress enacted
the 3% floor, The average amount given 10 charity by Individuuls fell by
8% between 1989 and 1991, Clearly, the loss of charitable tax
incentlves contributed to this decline.

Money frecly given away to serve public purposes shouldn't be taxed. It makes no
sense for Congress to tax contributions to groups whose service rolatos to protection of the
environment, health, research, fuod prugiaims for the homeless, schools and colleges,
retfugee crisls counseling, youth services, civil rights, hospitals, community and international
development, the arts, housing for senior citizens, and the many other activities that enrich
our soclety and protect lis people.

falaIRe®
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Attachment /.

INDEPENDENT
SECTOR

A Possible Sourco of Federal Revenue to Replace Revenue Lost by Eliminating the Chaiitable
Deduction from the 3% Floor on Tax Deductions.

Congrese Included In ite 1990 budget agreement a 3% floor on itemlzad tax
deductions, Iincluding charitable deduotions for famillos with adjusted gross Incomes over
$100,000. Since that time, It has become Increasingly evident that Congress will find It very
difficutt to permit the floor 10 explre In 1935, as schedule, because It ralses about $2.4 blllion
annually In revenue. Therefore, INDEPENDENT SECTOR has concluded that to safeguard
the long term viabliity of the charitable tax deduction, that deduction should be sliminated
from the 3% floor.

Eliminating the charitable deduction from the 3% floor Involves relatively little feciaral
revenue. Of the $2.4 billion in federal revenue ralsed annually by tho 3% floor, only about
$200 mlilion, or 8%, comes from the chariluble deduction accordlng to research conducted
by Price Waterhouse for INDEPENDENT SECTOR.

Revenue that would be lost by eliminated the charitable deduction from the floor could
be made up by eliminating, for one or two years, the Inflation adjustment for those subject to
the floor. Presently, those with adjusted gross Incomes of $108,000 or more (ths inltial floor
threshold of $100,000 has beon adjusted for Inflation to $108,000) are subject to the flocr.
Holding the Inflation adjustment et $108,000 for one or two years would make up the needed
federal revenue.

Attached Is information from research from the Price Waterhouse. INDEPENDENT
SECTOR's charitable deduction simulation modsl. which shows how eliminating the Inflation
adjustment for one or two yaars would maka up the needed federal revenus.

L

A NATIONAL TORUM TO TNCOURAGE CIVING, VOLUNIEERING AND NOT *TOR * PROFIT INITIATIVE
1020t Strect, NOW. ¢ Washingion, D €, 23036 ¢ (202) 223 8100
SUCCLSSOR TO THE COALITION OF NATIONAL VOLUNTARY ORGANIZATIONS AND 1L NATIONAL COUNCIL ON PHILANTIIROPY
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At Luchment A

FISCAL YEAR TAX RECEIPTS EFFECTS OF SEVERAL
PROPOSALS AFFECTING THE 3% ITEMIZED DEDUCTION FLOOR 1/

(smiifions)

Fiscal Yoars

Eliminata charltable
contributions from
3% AQI floor

Etliminate AG! floor
inflation adjustment for
purposges of the 3¢h

itemlzed deduction floor for:

Ali years, 1894 - 1998
1994 and 1995 only
1994 only

-82

66
68
68

~-174

ele
212
140

-196

3879
208
160

~219 ~244 -914

508
316
169

700
834
168

2008
1eer
683

March 9, 1883
Source: Price Waterhouss

1/ Acsumes effeclive date of January 1, 1994, Allrevenue effects are measured
agalnsl a baseline that Includes an extenslon of the 3% itemized deduction floor
(scheauled to explre at the end of 1995 under current iaw) through 1998.

(e



040793 YRELT

L SECTOFK

/traomment K

EFFECT OF SEVERAL CHANGES TO THE CLINTON INDIVIDUAL TAX
PROPOSALS ON THE 1994 LEVEL OF CHARITABLE CONTRIBUTIONS

Chango In 1094 Contributions Numbar of
Ralative to Leve! under Contrlbutors
Clinton Proposal Affected
Limit value of itemlized deduclions
10 319%: 2.2 millon

With no oarvoout for contributiong
With carveout tor contributions:

Contributions stacked first

Contributions stacked last

~-81.8 blllion

~$0.1 dllilon

~$0 2 billion

March 16, 1993
Source: Prica Waterhouse

* Less than $100 million

Price Naterhouse ﬁ\’
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INDEPENDENT /

SECTOR GiveFiye.

Robert M. Smucker
Senior Vice President
and Director, Government
Relations

April 13, 199

Melanne Verveer

Deputy Chief of Staff

Office of the First Lady

Old Executive Office Building
Suite 100

Washington, DC 20500

Dear Melanne:

In earlier conversations with you we mentioned our support of the
President's call for increased funding for human services but also stated our
concern over his position on several issues including the advocacy rights of
nonprofits. We have been especially grateful for your interest and help in
explaining our position on the Lobby Disclosure Act of 1993.

We were absolutely dumbfounded by the language in the President’s
April 8 Budget for Fiscal Year 1994 related to the appropriation for nonprofit
mail, which states: "These reforms would discontinue abuses of the reduced
postage rates subsidy by tightening eligibility requirements. Preferred rate
status would be terminated or restricted for the following categories...(b) Third
class nonprofit mail containing advertising or including political advocacy
material, and education material for organizations that are not schools; ..."
(emphasis added)

As you know so well, we fought successfully against the same proposal
from the Bush Administration and are at a loss to understand why President
Clinton is taking the same position, especially considering his campaign
statement *...we will reexamine and clarify the lobbying restrictions placed on
nonprofit organizations."

In addition, disallowance of preferred rates for mailing education
materials for organizations that are not schools would increase costs
enormously for groups such as the American Cancer Society, National Easter
Seal Society, American Lung Association and Mothers Against Drunk Driving.
In fact the provision would affect a vast majority of the 490,000 charities
throughout the country.

On a separate but related issue we are equally concerned that the
Clinton Justice Department argues in favor of a dangerously broad reading of
the Rust Supreme Court decision, similar to that of the Bush Administration.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT e FOR ¢ PROFIT INITIATIVE

1828 L. Street, N.W. ® Washington, D.C. 20036 ¢ (202) 223-8100
FAX: (202) 416-0580



Page 2
Melanne Verveer
April 13, 1993

The brief maintains that Rust applies fully to the funding of the arts. The brief specifically
agues that when government grants are involved, Rust authorizes "limiting the speech of
persons working within the grant confines." We were gratified that shortly after he took office
President Clinton repealed the "gag" rule because of its broad implications with respect to
free speech and public participation. In our view, it is absolutely imperative that the Clinton
Administration clarify, vie Executive Order and otherwise, that it supports extensive public
participation as a matter of policy and it opposes broad Rust type restrictions.

As it now stands, our Members' concerns border on anger. A quick message on both
issues from the White House could help a lot to cool things down.

Sincerely,

g

Robert M. Smucker
























