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by PET staff writers

The essential problem with
the federal income tax law is
simply that it is too compli-

.cated. The law originally
o served one primary purpose -~
it raised money. Now, festooned
with ummﬁrwwosf exemptions,
nd mywwms;dwosmw
&ido too much.

As it has grown more com-
pilex, much of the law has be-
come unfair. Hundreds of com-
plicated deductions benefit the
well-to-do far more than the
middie class. For instance,

it

in

201972 people with incomes of

$10.,000 to $15,000 saved an av-
evage of $31.48 on deductible
medical expenses, while those
in the $50,000 to $100,000
Tange saved an average of nine
noTe $283.65%. Apd the
half of all taxpayers who toopk
the standard deduction received
cnoe medical expense benefits at
o dLl,
. Most taxpayers don't know
how unfair the law is, and have
“not opposed it., They only know
D4t gives them some tax breaks,
~and they are grateful for what
‘they can get.
Congress like Senater Mark Hat-
Field (R-Ore.) point out that
-people would benefit far more
1% all deductions were elimi-
fiated and a simple tax on gross
income replaced the present
phole-ridden law.
it ow Richard: L

“Nixon's

Wm.wm@wpwnamw;vﬁvwwn oﬁﬂ«mmm.
C.swept into the White House and
_irte the halls of Congress,
‘where ‘tax law is written.
: The Nixon administration's
‘reponse was to send Treasury
{éxpert Frederic Hickman up to
~Congress to push the admini-
ogtration's "reform” plan, first
< launched by former Treasury
Secretary George Schultz in
April, 1973, The administra-
tion's "reform'” is a devastat-
ing raid on middle-class in-
comes, Advertised as tax Tsim-
plification,” the proposals
would cancel almost $3 billion
in deductions widely used by
cordinary taxpayers while legav-
ing the wealthy's big money-.
savers -- like uniimited chari-
table contributions -- untouch-

1973 REVENUES UP 78%

But reformers in

ed., The administration plan
containsg a weak minimum tax
package as an insignificant
bandaid on these large tax
breaks. The administration is
“even planning to push for new
tax breaks te corporations and
investors, accerding to a May
25th radic speech by the Presi-
dent.

The Administration must turn
to Congress to pass the meas-
ures, and it has & willing ally
in Rep. Wilbur Mills m@ wa 1,
chairman of the tax-writing
House Ways and Means Committee.

Mills is no friend to middle-
intome taxpayers. He likes the
White House scheme and 1s guid-

ing it threugh his committee
with a skillful hand. Under his
lgadership, Congfess in the
last 17 vears has reduced the
“taxes corporations pay from 30%
to only 14% of the total feder-
al revenye, while ralsing so-
cial security .taxes for working
people from 10% to 30% of the
federal revenue.

Now Mills, if not blocked,
will move the tax system far~
ther down the same road. In-
stead of cutting cut all deduc-
tiohs across the board, the
"reform” knocks out many mid-
dle-income benefits, puts lim-
its on others, and even broad-
ens some (alimony, child care,
retirement income). But the
cuts outweigh the benefits
eight tovome and lay new bur-
dens on the mwﬂmmm% wmpmmmcmwmg

“pewsmen that #6 ons will
really get hurt, and that the
“Eonmittes will restore mdst of:
what it has wiped out by in-
creasing the standard deduction
or the personal exemption. So
far, however, it has taken no
steps in this direction. Bven
if it does, it would simply
continue the same unfair burden
on the lowsr and middle
classes. A $100 raise in the
standard deduction, for in-
stance, would give taxpayers in
20% bracket 4 benefit of only
%20, while it would give those
in the 70% bracket a $70 bene-
fit,

Worse yet, reformers fear
that the committee may he
tempted o use the fax revision
to boost federal revenues and
simply not give back all of the
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$3 billion.

Certainly the committee has
taken no concrete steps to in-
dicate its concern for infla-
tion-squeezed middle class tax-
payers. Meanwhile, these tax-
payers should be weighing the
effects on their pocketbooks of
the following committee moves:

~-Elimination of the state
gasoline tax deduction -- worth
$589 million.

--mywawzmwwoﬁ of the rmmwﬁr

amount of medical and &ﬂﬂm Bx-
penses which may be deducted.
Now- expenses would have to to-
tal 5% of adjusted gross in-
come before they are deducti-
ble. Total cost -- §1 billion.
--Elimination of the exclu-

sion from taxable income of the

first $100 of stock dividends
-~ worth $300 million.
--Elimination of sick pay
exclusion except for permanent-
iy and totally disablied people
-~ worth $250 million.
~~Eilimination of business-
rgiated miscellaneous expenses
like union dues or required u-
niforms unless they exceed $200
a year -- worth $485 million.
--Tightening of conditions
under which individuals who use
their home for an office can

‘claim deductions for its use --

by Sam Senger

The special tax treatment of
capital gains income may become
even more favorable as a result
of the current round of ""tax
reform" in the House Ways and
Means Committee. Chairman Wil-
bur Mills has told the commit-
tge he favors reducing the tax
on capital gains on a sliding
scale according to length of
time the asset was held, and a
$10,000 lifetime exclusion of
capital gains income.

The most expensive single
loophgle -in the tax system,
capital. gains provisions pres-
ently cost the Treasury $7.5
billign per year, but only one
cut of 12 taxpayvers benefits
from them. Statistics show that

(mo estimate given).

--A1llowing casualty mmaﬁng
tions only for losses valued at
more than 3% of a taxpaver's
gross income and only for
losses in excess of §50 per
item -- worth $142 million.

Since tax deductions compli-
cate the law and benefit the
wealthy over the middle class,
reforiers would . like to see
them eliminated =~ but only if.
everyone gets a fair
the savings. gene

ig “1oopholes, Sof he!] .
and Means Committee has failed
in this regard, and it has gone
lightly on upper-incéme people:
For example, businessmen who
make money from qualified stock
option plans will have to pay
taxes on the value of the op-
fion at ordinary income rates
instead of the lower capitsal
gains rates. One staff member
ciaims, though, that the quali-
fied stock option revision will
result in no dollar losses to
these taxpavers.

The committee has made a few
minor reforms. One is the re-
striction of tax write-offs
which vacation homeowners can
presently take on operating
ipsses incurred on their vaca-
tion homes. Apother is the
Ses 'REFORMY’, page 3

1tal

(Gains

mid&.e-incone taXpayers save an
average of $15.07 each, while
the very wealthy ($100,000 plus
per vear) save $39,211.40 each.
Rather than limit the costs or
spread the benefits to average
taxpayers, the proposals will
increase the bhenefits and prob-
ably encourage concentration
among those who can afford to
hold investment property fer
long periods of tinme.

Mills stated that his pur-
pose is to "“fres up' about $20
billion of securities which are
kept for long perieds of time,
because the holders »f those
securities don't want to sell
and be lilable for the tax.
Mills said that he wants to
“"restore a degree of initia-

See CAPITAL GAINS, page 2




at :xm:a%m% ‘and 'Roger Brinmer,

Sthat ﬁwm reguls waz Cgov-
:Hbm ‘the deduction of adver-

G fising expenses prohibit deduc-

mwweum Wﬁozm ﬁ:mﬁ nWQ ;
hélps ite pay - for them. .
- The factis that since the
oil companies deduct the ‘ex-
pense ‘of thése ads, the Treas-
ury,; and thérefore the average
ﬁwxwmwmw stibsidizes them, The
oLk ﬁoﬁﬁmmw@m are- uging  that
~.subsidy to tonvince those same
Kpaversthat they are acting

: hest. interests of the
TEY Dy wmumwmm wﬁwnmw to
their profits.

tdx code and regulations

it aﬁmsHmm to deduct the
of product advertising as
rdinazy wnd necessary busi-
£ gxpenses - Lompanies are
lso dllowed to-déduct the
costs of "image' .ads which wro-
.mﬁg&m ﬁwm mmnmasp amwzﬁmﬁyoﬁ om

moumdm mcwnosw

mxwwwﬁw nmwﬁugs

tions- for ads which attempt to

influence the public or the
Congress politically with re-
spaect to legislative matters,
elections or referendums. Mr,
Fant stated that many of the
0il company ads that the com-
mittee was studying were in
that category, vet the compa-
nies stated that they would
take deductions for them.

The danger, accerding te
Fant, in allowing these deduc-
tions is that they increase the
political power .of the oil com-
panies without.-giving any bLene-
fit to the average .citizens
whose interésts they may op-
pose. "The imbalance of power
between business interests and

cprivate citizens affects the
over=all ﬁmmwﬂw ofour mmaonwm,

tic society," he said.
-Harvey. Shulman,  dn mwﬁowwww

stﬂw the Media Access Project,

testified that his investiga-

“tions zhowed massive vipolations
cofithe tax law.
‘act amount of meney inveolved

" YWhile the ex-

canngt be stated st this tinme,
it.is. clear that we are in the

..um.uzawmmﬁ om m multi-million dollar

ww<m: s6-that m<ma% >amﬂpnmm
anvowi-stotk. "I want to Te-

“Cutistoreithe right of my grandson,

“if he has the ability, to be-

L iteome Al ;ywuwoﬁmywm‘: Mills ﬂowm
. othe committee.

il A.vecentiarticlie by mﬁmmwm%
pTO-
Eessors of tax law at Harvard,
“analyzed and criticized the .
:capital gains proposals. Surrey

PUBLIC CITIZEN'S

EhmmmaﬁmmamPE:mgaaﬂﬁikwkdi

-scandal,
.mcwawﬁﬂmm copies. of mm ads as a

. Shulman stated. He

and Brimmer mdmanmm ww @owdﬁwmm
cut that. the ﬁﬂmmmbﬁ tax rate
on -capital. gains is :
regular rate because only half
the income is actually taxed,
Thus, a 70% bracket taxpaver
only pays a umw tax. A Senate

bill, @NOﬁOMmm by Lloyd Bentsen
mw-aow 3, would reduce the a-
mount of income taxed to-20% so

that the 70% bracket taxpayer
would pay an actual raté! ‘of 14%
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kgm:nnmm today are living in au at-

of the energy
shertege is compounded by the crizis of law
publi¢ tonfidence in the
ment and the fual indust: 0 s0ive the prod-
lem. Rather than grappling for its safutitns,
politiciuns and business people seem to he
ing each other in the rush to find the
villaine of this tragedy.
. Erapite the widespreas
il companies heve con:
energy shortage, we in the
eontinue our efforts 1o help
atand that...

- {he energyshortage
is nof comdrived it is

very real and very ser-
Enqis. i ehis Hght, [ want
1o answer some of the
questions we are most

froquently ashed”

industry must
& public under-

L ey S s et i g 4400 AL shivs e

try Tian been werning U.S. government offi
cials for the pact decade tha government
regufations tentinged to keep oil and nataral
gas prices at levels-tas low to genarate the
capital needed to find more oil and gas, our
nation world mﬁaﬁ_F riin §hort.’

¥hy Esu:.ﬂnvnmca:»ama These regulations -

were nolchenged hetage government lapders
felt thal Amaricang were heat served by low

fuel prices that resvlted in ever-increasing

consumption,

Howtargein Eﬁqouuﬁﬂnaoza The Daited
Btates, with six percent of the world's prpula-
tinm, consumea 38 pereent of s energy, Far
more then any other counfry:

Whai's the impact of tha
bargo? I hope that future hist
able to zay thet aii producing natio &
Middle East did our country a favor in 1874,
The energy shoriage was cresping vp on us
graduslly. Had the U.5, not been stioeked by
tha impast of the import enrtailment this yesr,
wemight not have moved fast enoughy, or mar.
shellad all the resoureey noceszary, to balsnce
our energy supphies with gur energy neods.

Prior to the smbargo, the U8 importad.
about one mi barrels per day de oil
froer: Argh ceuniries ard another million bar-
reis per day of refined products made from
Areb erude oft. This two million baresis rep-
2.%“..5 12 percant of iur 1573 anticipated da-
mund,

How severa will the gasoling shoringe he
this winter? fta severity depends uperd the
surcess of energy cungavation efforia. Thers
are signs that thesa efforts aze helping a great
deal. The latest industey reports for November
and early December show a mmn:.mms af ene
percent in gasoli

o the same period of last m.pu ocumim:nn
that gasoline conapmption incressed in this
pariod & yeur ago by more than five percent per
month and had been fnereasing by soms ven

embeargn is expected 1o reduce T.8; supplies
.ﬁ:m&ﬂmw_w Many power plants canmat
aqueickly comvars to eoul, and distillate fuel oi
supphes are fully commitied,

What immediate eteps can be taken fo
solve tha enorgy shortage? While the Mid-
dle East embarge Bmﬁncmm_ there ia very little
that zan ba dove to jmprove U.8. supply of
petrolenm products. Plans-far refining capac-
sases are ot rrm‘_m inhe Hﬁwwmﬁmﬂo&
£ Buffi~

ntorade an 1nfoad the ndded Tefining capac
] risda oil production ia declining and
Enst has the only marplus crude ail
mz.@mﬁs«» capacity of any tonseguence in the
WOTit.

How about the long term? In the long term
the {mited mgﬂﬁ milist besoine veasonably
self-sufficient in itz energy supply through 2
major readjustiment of the different onery
equrees we use. It iy now ohvions thet by seine

time ir the mid-1980°s theve will not be srivugh
ol to maeet 1 desonnd even without any,
forsign pe problema,

Healionary power plants must increasingly

ba fueied with coal and nrgnium, transportas
tion with refine yroduets; and homes with
natural and gynt 0 gan, The United States
needs an, effective national envryy policy that
will provide:

e Intensive development of nucienr pawer and.
wtepped up research on the ultimate snergy
snuges; Mielear fugion.

~.lations, Shulman testified,
c.were not being enforced,

.@:.ﬁmwao&m @w mmnamm
...wm e 2% per year for every vyear

...”:arﬁm, the person. wh
¢ Tstock: moa.ﬁsmamcwH.Pm vears

W now sixm
last year gt 3

porcent per menth earlier this year,
1t eonsunption shows remarkabla v
response on the part af the congugaing p Jrn
However, national gasoling inventories are
harrels Iower thin they were'
ia fise, mam still drapping. Con-

ide the
7 1] peeded 1o n_.z oy synthe-
tic fusl as well 25 genthermal and sofar

on of the development of
3] and nature] gee reserves.

" tor of 2bout w percent.

mser than

ands. If this occurs
experiences a normal

How about home heating oll? Part of the
gagoline supply problem stens from refine

ing oil as they can at the Caumumm af mmgw::.
55: This tigh production leve) af home
1 plus the weather vm:_w ahoit 20

inventories 20 percant greater that
it that time. But natienal
tend to pverags therselves aut befure winter
ey and the nation
er — and il conser-

i wealh

by b face

stined balance bolween needed en-
mtal protactions and the depends
rgy that vur nation requires 1o pro-
wvidie & healthy econorny for ot vur,
Our greatest hazard iz that aur upn
ot icher may cantinually mzm: ug from Nnv
{ing on with this snormpns task. :

vetion continues — we may get through this
winter without severs hardships to heating oil

conswmers,

Perhaps the most se
shoripge of heavy
primatily by electric

probiem is the
1 used”

s, Since shout 70

percent. of this is fmported, the Middle Eest

An gd that sppaared in the Washingion Pest thet will bs 2..33 a husines %.Ea_s.

"The regulations of the Fed-
eral Power Commission, like
those of the IRS, prohibit
treating political ads as a
business expense, but the Hmmz-

(70% of 20% = 14%) on the gain.
"Irepnically, 14% is also pre-
cisely. the rate of tax.applica-
ble .to the wages of the poorést
taxpayers in the country," the’
authors. noted.:

Several other proposals have
been made. in the Congress to
enlarge the capital. gains. igap-
hole. Most supporters of these
biils defend them cn ¢two
grounds. -- first, to. counter
the :Honw in" mmmmnd Mills men-
tioned and encourage people to
sell their stock. The second
reason is.to allow for infla-
tion which increases the doliar
vaiue of an asset, but not the
real value.

Surrey and Brimner point out
that part-of the reascn that
investments ‘get Iocked in is
the tax jaw 1tself. The special
rates on capital gains are only
aliowable® if the asset is held
for six months. me waovommw

g heldoup too

‘holds onto

would be taxeéd on the gain at

wonly 20% of thie ordinary rate.

~Angther provision in the
present law allows the increase

in value during a deceased per-

spn's lifetime tc go untaxed
when the assets are transferred
to heirs at death. When the
heir sells the asset, only the
gain since the time it was in-
herited will be taxed. For ex-
ample, if a father purchases
stock for $18 and holds it un-
til death, when it is worth
$100, the $20 gain is never

tually treats these ammcnﬁHOﬂmu
even after a aoaﬁwmpsﬁ has beén:
rade to them. :
Both: Shulman-and Fant cited |
the mmmm moa ToYe: noawwmwmmedmm

taxed. If his daughter Favnﬂpﬁm.
it and later sells it at $105,
she pays tax oan only the §5
gain. This encourages people
to hold oito stock that has
greatly increased in value so

‘that their heirs inherit the

stock and avoid the tax.

" The Ways and Means propo-
sals, instead of eliminating
these provisions which encour-
age the locking in of stock,
will only encourage longer
holding periods by increasing
the tax advantages over 15
years.

The second reason for the
reduced rate on capital gains
is supposedly to offset the ef-
fects of inflatiem. The great-
est weakness in that argument
is that wage-earnersy
fixed incomes, and @mowwm who
have savings accounts, are hit
by inflation just as badly but
get no special tax breaks for
it. In fact, even certain
types of wsqmmﬁammm income such
as interest and bhonds, don't
get capital gains treatment. .
"Tt.does not seem reasonable to
hegin an inflation adjustment
of the tax system by according
further privileged treatment to
capital gains,” Surrey and
Brinner -stated.

The Congress has long been
promising to revise the capital
gains loophole, so it is not
surprising that it's on the
committee 1ist for this sifiy
It 1s surprising, however,. that
the proposals under considersas
tion only make the whole: systes
worse. Perhaps it would bg
cheaper for all of us if we .l
just gave Mr., Mills" grandson
a million dollars and -theén:u
gome eguitabie ‘tax .




efurmers scored a first

. Ty inT their fight to
edidiely repeal the multi-

: .mohwmw oil depletion

: O May 13th, the

mgonamwwn Caucus voted

: full House cgnsider

; mﬁwomnnwﬂm mﬂa

m.wmm &weﬂﬁoa wozmw.mﬂm.
immittee's weakened repeal
e nu;.. SRR SR

w@umﬁWQz.ﬂww Hwﬁ:ww weak
nd Means energy tax bill.
move came afrer Rep. Wilii-
iteen {D-Pa.) secured signa-
Ehih os 128 Demograts asking

ﬁym Rules Committee
ing. wwm nwommm or N0

it  Taxing Windfalls

e cenexgy tax bill which

swanted-to bring to

0o sHﬁﬁocﬂ amendments,
& wvmzw ocn ‘depletion for

three yéars and
Lon- forthe re-
h ocwr H@um.. In

onkyta

$670 'million of that

ﬁzwﬁmo mmamma to

ment by wmﬁ nrmuwmm <mﬁpw

u Ohip) ' to turan oil industry
Ctaxooredits inte simple
; smmm deductions. This would
ncrease’ taxation of foreign
o1l vaﬁwﬁwodm by almost §2

" paced: With ﬁWm;wﬂomﬁmnw of
having the Rules Committee open
tax 'hbill to floor amendments
Hforithe first time ever,-
man Mills: tried to delay Rules
omfnittee consideration. - He
pped to: Convince some members
cfromroll stdates-to Oﬁmuww defy
tHe caucus instructiony

: y wrmﬁ mw@m&mm%.mwﬁmmﬁmm

meet -
:Those
however,. would
CoHowever,
L wmm.@ao nwmnmmm.w volve

‘groups WDmeﬁw "work"
gsooutside the ULS.
thin the U.5:

Wy

. deplétion,
cwould wm<m an opportunity to

Chair- -repsal into a reform package

- loophole that permits rapid

ce-loopholes by offering a tempo--
Criirary:
o rond 1y
.m:w&m;ﬁmﬂmwsymuspwvﬁ.om wWealthy
- dndividualsowlioo pays o tax o=
rita- < ian: mﬁ@mwammmwwm and highly vis--
U .ible symbol of ‘tdx aveidance
-~ through Ioopholes and inequita-
b le lepislation, which -the com-

Reformers

to-be doomed, Milis pulled an-
pther surprise ocut of his hat.
He told. the Rules Committee he
was going to bypass them and:

~take the bill directly to the

floor under a-little-used House
procedure granting such a priv-
ilege to tax measures. That
procedure could have meant cha-
0os by allowing any -améndméfit to
be offered with no 1imit on de-
bate. But members.of the Ways
and Means -Committee from oil
states didn't want to.take the
chance on.a-floor.vote to end
“gven though they

offer weakening amendménts or
kill the bill through. delay.
Forsing Confrontation

Mills was in a bind. He and
the majority of the Wayvs and
Means Committee wanted to bar
amendments and the cducus want-
ed to allow the Green and Vanik
amendments to be voted on. At
the same time, Republicans, ob-
jecting to the Democratic cau-
cus telling them what to do,

wanted to bar all amendments or.

allow all relevant amendments
under an cpen rule.

Mills could have accomodated
everyone by asking for an open
rule with some time limit on
debate, but persomnal pride got
in.the way. He doesn't want the
caucus,. who put him in his cuor-
rent position of power, to tell
him what to do. He is forcing
a confrontaticn that the Demo-
cratic leadership is trying’to
avoid. To date, . w:m% have de-
layed a2 showdown.in the Rules

~Committee by delaying:the bill
mHﬂommﬂrmﬁ :mﬂpw mmﬁmw ﬁ:m mcw%.

i .wam.ﬁo,ﬁrm.mmﬁpmﬂwos
mwwozmznm foroil and gas.
proposal, originally sponsboraed
by Commérce Committee Chairman
Warren. Magnuson (DeWash,) and
Finance Committee member Abra-
ham’ Ribicoff (D-Conit.) and 24
co-sponsors, will be offered as
a:- package with several other
reform measures and a §6 bil-
lion individual tax cut.
Senate Reform Package

A group of Senators, led by
Birch Bayh (D-Ind.), Bick Clark
(D-Ia.), Philip Hart (D-Mich.),
Hubert Humphrey (D-Minn.), Ed-
ward Kennedy (D-Mass.) and Wal-
ter Mondale (B-Minn.), have in-
corporated the oil depletion

1 bﬂwcmmmmammmﬁw,om.ﬁvm

c§250 million Domestic Interna-

ﬁponmwzmmHQm.GOﬂwoﬂm&Ho; tax
subsidy and an $800 million as-
set depreciation range -- a

.,m..mﬁaﬁmmsw for: the-little guy in

costs, and the biggest bonanza
of all, the capital gains ex-
emption (see article om page
three).

Instead of tackling concrete
tax reform, the committee has
opted to discuss streéngthening
the minimum tax.
things for the committee.
Pirst, it enables ‘thefi to avoid
coming to grips with-mafor tax

sAnd secs

Stop-gap measnure, ;
Jdticould pufcoan end o

nittee would HHWm to cover
o<mw. T : . - B

1 STAFF. PHOTO
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. years ahead.
-bil companies are getting the

Thisadoped: two . &
hisudoes 4sog.m§nmm @Homwﬁmwp% at" mg a barrel

...zca@w% oww

Rep. William Green ?Baasmw confers with m.._ z.:ia mn.:.-mmm_ ___._2 o Weays and Meams ﬂs__ ittes nogning.

write-offs for amvamnpmﬁpoz of
machinery and equipment. The
bill would also raise $860 mil-

"lion by strengthening the pres-

ent minimum tax on preferential
{foophole) income. These re-
forms, along with others pro-

" posed separately Dy Senators

Gaylord Nelson (D-Wis.), Floyd
Haskell. {D-Colo.} -and Lawton .
nw lgs- mc -Flda Vu spHH wm linked

atwo-thirds ‘vete would be.

‘needed to mcﬁnmmwmcwpw maw ﬁxmﬂ
~depletion-allowance. .

£ the mmﬂmwm.@omm mwmmnﬁ )

.pammoag relief package on ‘the

debt-ceiling bill it will have

. to be accepted in a House-Sen-

ate néﬂmm%mﬁnm.w% Rep. Mills
who is opposed to the immediate

repeal of-depletion, the other

Ewww the. current efforts in
Congress to revise. the taxation
of the oil and gas industry,
there has been a great deal of

concern for the independent oil
. producers.
posal written by the House ‘Ways

In fact, the pro-

and Means Copmittee exempts

‘them from the repeal of the: mm-¢
.pletion allowance and instedd
~allows them = tontinued mmmcn-;

ﬁpos .of 15% until 1979, .
It is important to mmwmamﬁm

af industry dominated by verti-

“tally integrated multinational
.Lompanies from a realistic ap-
"praisal of what the independ-

ents do and do not need in the
The fact is that

biggest windfalls in the indus-
try.. They sell propertionately
more 0@l (better than one-half

~of 'their production) at urncon-

Iled prices of mors than §ic
arrel ~--oil which was pro-

year.ago. .

Repealiof- amﬁwmﬁwod will
eaye §7° vwwuao: as after-tax
OMPA “BROFIT

17.5
6.1
"15.6
T27.8
8T
C25.5

Tesoro WmﬁﬂchC§.mwu © 18,9

.mmﬁm wwm swﬁmmmpp

“later -Mills and rowm :waxwm¢m

.waw om Qaammﬁwn oil,

Senate tax reforms and the tax
cut. In a conference presided
over by Mills and Senate Fi-
nance Chairman Russell Long (D-
La.), a long-time friend of.the
oil industry, there will heé a
strong attempt to considerably .
weaken or, mere likely, kill-g
deplétion tepeal amendment:
zmawmam.om the moﬁmm.mﬁm

helps create.”

to dbanden their oil allies and
allow the Congress. to vold to
end. the biggest oll tax wwmmw
of them all. . B

Oil Independents Reap Profit

profits in 1974. This is- an in-
crease of §3 billion cover 1973
profits with depletion. At -

these profit levels, the domes-
tic producing industry SWMH;Wm

. able to raise all the capital
it can use for further mxwwoam-

tion and mwﬂwwcmémza. The in-

“dustry is now restricted U%Mam-

source .availability---.steel,
; wmu&zmwm, @mﬂmoﬂsmw

mxmawdwﬁm
them from any amuymwwan répesl
would cut révehues by more than
30%; . EBvery day that ‘independ-
ents are exempt will'cost the

.m.nmxﬁm%mwm more than $3 million

$3 million ‘going to the
ammwanmmﬁ sector of the oww
and gas industry.. :

~It is not:possible to meas-
ure exactly the profits of the
independent mmnnow :mnmCmm ) B8

GIst Quarter. Hoqn nrmsm@ Fiom’ HM&
m% Epwwwoﬁmu

ogmwwm« quw
559 .
....Hob
S ¥: 1
79.2




.”ww r@zwmm wwozﬁ

! Rey b;m mmw<wnm mswpa%mmm.
wamm

wmx mwmmm waoﬂmduﬁ. nocwm :mww
e taxpayers.in thelr

g5 ﬁwommwﬁw of peo-

mum ue bcbw om

might-help tax cheaters.

(ongress passed the law to
ensure to citizens their right
to know what the government is
doing. But the IRS has never
been a great believer in open
goveramsnt. It has often denied
data tc people who ask for it
under the act. IRS is conscious
of its duty to.protect the rev-
enue, and quite properly keeps
secret any informdtion which
But
sometimes it-hides facts, not
becduse they really would help
cheaters, Wut because they are

r.mﬁwmawmmmpsmu annoying or dif-

ficult to explaini- According
to-one high IRS official, "...
our-doduments. . cmight be mis~

“used-and misinterpreted by per-
‘Fons . who lack the-éxpertise to
. .cﬁmmeﬂmnm them:'":
Coften: refuses to-answer ques-

Yet the IRS

Aons: and give wﬁm oﬁs mxvpmum-

i and Susan Lony

uss f u.__&a__.az:m Mantal in 9%&-__531.5. foma.

Manual -

omanual is important.
‘gxplains some IRS procedures

the material whzch
the Longs won the right to see
in thelr Freedom of Information
suit. A€ a result of the Long
case, the IRS has made limited
parts of the manual available
to the public in its district
offices around the country. But
it doesn't publicize that fact,
and it would be hard to measure
how many taxpavers even know a-
bout it.
Stil1l, further access to the
The manual

_.iwhich only people wealthy e-

§°. .channels,

{taxpayer appedls his case

Speals.

“rnough to hire skilled tax law-
wyvers wete able to £ind out in

the. past. Yet this informatien
sould benefit all taxpayers.
or ing mbnmu.dmxﬁmwmwm

tion proc¢ess.

Led out under o in

...wm.smsamw.
another example, if a
through IRSY administrative

he has - a wvery good
chance of paying less than the

—auditors originally said he

ovwed, . The manual makes clear
that the. IRS would rather set-
tle disputes than go to court.
When the:'tax men think about
the costs and Mhazards" of I1it-
Hmmﬁwou m@ommucwwwﬁ.mm.o& los-
ing the' case) chances mwm.ﬁwm%
will Vsplit an issue." This
just-means ﬁme will cut down

- the” taxpayer's bill on.a dis-

ﬁmﬁmm item (liké a business
travel deduction) to get & fast
settlement., If small taxpavers
had such information they could
bargain more effectively, asg’

ma&m.ﬁmmpﬂw% do now.

important information
Citizens could use the Free-
“of, HmmOﬂgmmyom Act to leck

gt even more significant data’

=-"gecret rulings which have

..mw<mz.mvmnwmw tax treatment to

wmﬁﬁmnm gnid MeMos - -which

...ﬁm£¢ﬂ inquiries and m@ﬁmmpw
‘itimg search and copying costs;

mer Caplin questioned ﬁvm vari-
ations. He said, "FThis whole
system Cries out for the same
treatment in California and
Florida that you get in the
District of Columbiai" He re-
commended that IRS report: annu-
ally on its collection actions
te the Senate Subcommittee on
Administrative menﬂphm m;m
Procedure. : el
Statistics from mea mﬁmnwwp.
audit program (which ddentifies
pockets of tax cheaters and:
"error-prone" returns)} -Are - e-.
ncmww% variable. HWm;romwm;.

wide mmomumvvwnmpx

in alleged errors:f 'R

auditors in returns mHmeﬁv%.
,oQo.do SR

.mOﬁpm,Hdewm 31

umummammuma.m

Sdollar in Zmzmww..z

cents on the dollar in C znwuy.
smwwu.o#wdn . .
. -Stionger Lagisiation”

arm.mwmcemmuﬁaoquwwmﬁ.ﬁWm
IRS is right about one Thing-w
statistics measure. complex
situations, and peéeople tanimis-
interpret ‘them,  That is.why
federal agencies shouldiexplain:
them openly and.honestly.  The
RS, for instance; shouldipes
port each year exactly how it
is administering the Taw.. - But
that.would not end its réspon-

sibility to answer citizens'

questions as promptly-and fully..
as the law allows. Complaints
about the way federal agencies
have-blocked the citizen's?™
right to know have poured into
nommﬂmmm* and Congress is tak-
ing action.

A House bill mmosmoama by :
William S. Moorhead (D-Pa.) .and !
a Seriate ¥ill sponsored by Ed- |
ward M. Xennedy (B-Mass.] to
strengthen the Freedom of In-
formation ‘Act are gurrently. un-
dér consideration in House- . :
Senszte conference. They include
provisions for setting firm
deadliines for agencles to an-
Jim-

.:mamWPmm information available to |

audits, collections and ap-
‘Mainly,-they show a

de and unexplained geographi-
cal variation in IRS' treatment

~of taxpayers.

For example, IRS c¢ollection
officers seized property and
wages in six out of ten cases
in the Albany, N.Y. district
last year, while they made only
1 172 out of ten seizures in
the Cheyenne, Wyo. district.
Farmer IRS Commissioner Morti-

one -person .available to all;’

“establishirg tighter guidelines |
Srequiringiage

tes to file an-
mual repofts-on their wumm&ogn
of-Information. actions., L
When ‘this legislation tomes -
out of conference passagé.-of a
stronger Freedom of Information
law seem certain. For taxpayers.
Iike Phil ‘and Sue Long, who'
have been pushing at thée doorns:
of IRS for three vears at their
own considerable time and ex<. -
pense, it won't be a moment top
$00M. S g




500 Revenue

o The Treedom of Information
K¢t guarantees your right of
llacgesdy Lo any document, file or
“dther record held by a govern-
Cioment agency. However, there
o dre nine exemptions {listed be-
{ow) and the act does mot apply
220 COMEress. .
: if the federal government
dgnies you information because
it ig exempt, you have the
#ight: to go to court and make
he government prove its. case.
However, a court case could
ast from $2,500 to $5,00
Yoy cannot afford to.
court, write to your Reprds
varive and ask him to intercede
‘behalf.

with-the agengy on youl

. Also, write to Rep. William S.

Moorhead, Chairman, Foreign Op-
‘erations and Government Infor-
‘mation Subcommittee, U.S. House
pf Reprosentatives, Washington,
“h.C. 0515, Rep. Moorhead's
‘subcommittee keeps tabs on how
_the Freedom of Information Act
is working. .
R " [etting the Information
oo The flxst place to look for
wwwwwmw.wamnwamﬁpoﬁ.mwocﬂ IRS
“ipolickes. is in the Internal
Service Manuai. The
parts of the manual which are
open:£0 the public are avail-
able din all IRS district of-
“figes. . Go. to the Chief of Tax-
L opayer mmﬁqﬂnmm.wmm“ﬁme him you
wish, to; Look at. the manual. Af-
..ﬂ@ﬁm%aﬁvrmﬁm.md:@wmm:%ﬁu you c
i 1

] cant; more information.
Oy

follow the steps.below.
ioc0 . Make a list of the spe-
‘¢ific information or documents
o which you seek access. De--
‘geribe the material in.both
e 1 and specific terms.

Write a letter to Commis-

sioner bonald Alexander, Inter-
nal Revenue Service, Washing-
ton, D.C. 20224, Tell him what
dacuments or specific informa-
tion you would like to see and
ask how much copying will cost.
Include the document numbers
and titles, if possible; or ask
£or the names .of the documents
that contain the informstion
you seek. Ask . for access to
and opportunity to copy the in-
formation. This is cheaper
than having to pay for coples.

If . For. @umﬂmsnmq.mmw to look at
.i-.the document in a local IRS

office.
Request Denied

Be sure to state that if you
do not receive an answer to
your letter within 30 days, you
will conclude that the IRS has
denied your request.

3. If IRS does not answer
your letter within 30 days,
write again to the Commission-
ev. Enclose a copy of your
original letter. Say that you
conclude your request has been
denied, and that you wish to
appeal this decision.

4. If the IRS5 denies your
appeal, or if it does not an-
swer you within a reasonable
time {30 days}, you can take
your case to a U.5. District
Court.

5. Be sure to keep copies of
all correspondence and send all
mail certified, so vou will re-
ceive a receipt.

The Freedom of Information
Act has-nine exemptioms. When
requesting information from the
IRS, or any other government a-

gency, keep in mind that the
act does not apply to matters
that are: . . L

VolLouise: Brown

in 656 cases where clear-cut

diéeing e mini-war. agalnst
Sfrauvdulent tax return prepar-
grs, is asking. Congress for
sofie ‘new weapons -7 1aws which
nﬁwﬁpaame;wﬁ.mmmwmm to crack
dewnson these tax. cheaters.
“Treasury Department won't give
4 dollar estimate of how much
. yevenue these new laws would

. adve, ROT eVven

ers. between those

The -line
tax taws and those who simply
make mistakes is hard to draw
and harder to prove.
cial IRS estimates, published
in 7.5. News and World Report

of income taxes underpaid by
individuals alone at §6 bil-
1ipn. Fraudulent return pre-

of that amount.
~Unseruputous Preparars

pliance measures aimed at the
fiy-by-night,
nesses which sprimg up during
tax season and disappear as
soon as the season is over.
Some of these preparvers build

taxable income. They assure

e 1RS, which has been con-

The

how many of the

estimated 256,000 preparers in.
the country might be law break-
who knowingly break the complex

But offi-

1ast September, putl the amount

parers are responsible for some

The IRS is pushing for com-

store-fromt busi-

{ocup their clientele by encourag-
m.rwawﬁoovwmﬁOﬁﬁ&@HWWﬁOﬂﬁ their

be involved.

But criminal cases require
time-consuming, expensive pre-
paration which the government
would prefer to use Oh MOTE
flagrant offenses. The IRS
would like to go'after dishon-

est preparers on lesser charges

-- like negligence and civil
fraud -- rather than on crimi-

nal grounds alone.
passes the proposed legisia-

to pyt unscrupulous preparers
out of business.
The proposals would apply

turns for compensation -- not
volunteers. .The legislation

would make “it easier for IRS

agents to speot patterns of

cheating and help them find the

returns that a suspected pre-
parer works on, by requiring
commercial preparsys to put

their identification numbers -on

all the returns they prepare.

three years. IRS could use

these lists to select and exa-

mine suspected returns.
In addition, if preparers

have to file an annual report
identifying each preparer who

criminal violations appeared to

1f Congress

tion, it will be easier for IRS

only to people who prepare re-

These preparers would also have
to keep copies of all returns,
or a list of their clients, for

employ other people, they would

(1) specifically required by
Bxecutive order to be kept se-
cret in the interest of nation-
al defense or foreign policy.

(2) related solely to the
internal personnel rules and
nractices of an -agency. This
exemption covers things such as
employee parking and cafeteria
regulations, as well as certain
manuals that relate to the in-
ternal management and organiza-
tion of particular agencies.
But staff manvals instructing
inspectors or agents how to
perform their jobs are not ex-
enmpt.

(3) specifically exempted
from disclosure by statute. A
primary exemption here is indi-
vidual income tax returns.

{4} trade secrets and com-
mercial or fimancial informa-
tion obtained from a person.
Government prepared documents

cannot be withheid under this

section. .
) Most Used Exemptien

{5) inter-agency or intra-
agency memorandums oY letters
which would not be available by
law to a party other than an a-
gency in litigation with the a-
gency. This exemption is the
one most widely used by the
government which will resort to
it in almost every situation.

In general, the dividing line
between what may and may not be
revealed under this exemption
is the line between opinion and
fact, Opinions and policy re-
commendations are the tradi-
tional types of information
that can be legitimately with-
held; for instance, & memo from
a staff person to a supervisor

return. .

The laws would allow the
government to put a preparer
out of business if he guaran_
teed a tax refund, misrepre-
sented his qualifications, in-
rerfered with the administra-

tion of the tax laws, oY engag-
ed in ofher illegal activities.
Critics of the proposed leg-

jsiation point cut that, while
i+ clamps down on small-time
preparers, it won't work a-
gainst Wall Street tax lawyetrs
who help their wealthy clients
Lreak the law.
forcement gap, they say, be-"
tween the minor penalties of

the new measures, and the stiff
criminal charges which the gov-

svnment is reluctant to use.

That -is the area in which tax

Housing Plan Critique
i In’a new book,
‘Evaiuation of Federal Housing
Policy (MIT Press, 1974), DT.
A¥thur. P. Solomon argues that
the federal Goveérnment should

“ingonew housing

There is an en-

"A-Critical

‘shift-its focus from encourag-
“in conmstruction to
L helping the. cities improve the
‘heusing they already have. A

recommending that a policy be
rormulated would be exempt. But
factual Teports or 'analyses of
facts are not exempt. Thus a
judge might ot might not consi-
der reports of inspectors or
field personnel exempt; the ma-
terial might contain opindons,
but if it can he determined
that it is more factual analy-
sis than policy recommendation,
it should be made available.
(6) personnel and medigal
files and similar files.
trrvestigator Exemption
(7) investigatory £iles com-

piled for law enforcement pur-
poses except to the extent a-
vailable by law to & party oth-
er than an agency. This 1s an-
other over-used exemption, :
since a regulatory agency can
claim that almost any informa-
tion in its possession is an
“investigatory file.' However,
the courts have stated that om-
ly where a law enforcement pro-
ceeding is presently active or
contempiated can the exemption
be used. While documents like
annual surveys or inspections
may be investigatory, they are
not compiled for law enforce-
ment purposes and, therefore,
are not exempt under this sec-
tion.

(8} and (3) These are spe-
cial-interest exemptions that
relate to banks and oil well
information and are mnot rele-
vant to most applicatiomns of
the Act.

For more information write:
Freedom of Information Clearing
House, P.0. Box 18367, Washing-
tomny DaC. 20036. 7 .

lawyers: with wealthy clients -
can operate without fear. Crit-
jcs helieve the penalties in
the new proposals should be
higher and pegged to a percent-
age of the tax owed but not
paid. .
Beleaguered taxpayers might
well ask why IRS doesn't pro-

tect them from unscrupulous and
incompetent preparers by a Sys-

tem of licensing and registra-
tion. The government may lose

just as much money from prepar-

zrs who don't know the law as
it does from dishonest ones,.
Congress, which passed the tax

jaws in the first place, should

see to it that taxpayers are
not preyed upon by people who
use, the complex measures for
their own ends.

which were published from 1962

through 1972, from pubiic view
last fall. = % e
“rps' public Information di-

vision says-that any tax of-

fices which still have the re-

ports on hand will make them
available te the public upon
request. :

+heir naive and compliant cus-
tomers {usually in the low and
moderate income brackets) that
“they can inflate deductions or
take non-existent exemptions
and’ get away with it.

‘Until recently, they have
©‘been right. IRS has only. been
~cgble to audit about 2% of all
- peturns in the last few years.
5 But the agency 1s now paying
. special attention TO unsSCIupi-
fous returns preparers and
‘their clients, in efforts to
.o plug the revenue leaks.
© the last three years, the gov-

During

Cernpment has taken legal action

worked for them, The proposal
also calls for preparers to
give taxpayers & copy of the
return at the time -the taxpayer
signs it.

Enforcement Gap .

The penalties for fajilure to
comply with the regulations
would range from §5 to $100.

The new laws would also pro-
vide a 5100 penalty for negli-
gent or intentiomal disregard
of IRS rTules or regulations,
and a $500 penalty for willful
attenmpts to evade or understate
any tax. A separate penalty
could be imposed for each false

“ggod . way to do this, Dry Solo-
‘pon-says, is to provide rent.
subsidies, houwsing allowances,
.'and other income assistance
”fmwﬂmnAH%mﬂo“ﬁmch@ who need

. xissies of The Audit
vory, A 70-page "orficial
Senly! bookifull of facts
Cand: £lgureson how IRS audits
Ctaxpayers, dare once again a-
vailable! fromghe ITRS Re ading
Room in Washimgton, D.C. Tax
officials removed the reports,

Who is Taxed Hardest
_The Brookings Institution

has. just released a new Booky
Who Bears the Tax Burdeny which
“Tows that.the total tax bite
is really-about the same for
ning out om.ﬁmmHMmawuwmm;,JHWm
study, conducted Bystax: experts
Jozeph Pechman and Benjamln. .
(Okner, shows that income. takes
are only somewhat progressive
and that sales, pavroll.dad....
other taxes are clearly Tegres-
sive. The bogk is guite de-
tailed and recommended primari-
1y for economics buffs. .




by Douglias Croeks

sfter watching the federal
government's misguided efforts
to save the decaying inner city
neighborhoods, a growing number
of east coast cities are initi-
ating self-help programs that
are turning property tax lia-
biiities into property tax
gains. Through the concept of
urban homesteading, local gov-
synments may very well reap
tangible fiscal benefits, while
enabling families to become
homeowners who otherwise may
never be.

Borne out of the romantic
mystigque of the 19th century
frontier program, urban home-
steading prejects give abandon-
od dwellings to families for §1

Cor free. 1In return the home-
steader promises to rehabili-
tate the existing building to
‘meet property and building
codes, usually within 18
months, and occupy the home for
three to five years, depending

‘on the program. The conditions

wsudlly imclude property tax a-

Chpgenents . as incentives for re-
habilitation. After this peri-

dyntitd 3

i Cand’

. 8 hose propertiesilo-
1T-jurisdictions awnoutyight
)4 have zccess to through legal
iaction. In both cases this own-
. ership is usually the result of
property tax foreclosures. :

The concept -- which £irst

etarted in Wilpington, Del. and
has spread to Baltimors, Phila-
delphia, Washington, D.C., Bos-

ton, Newark and Pittsburgh --
“focuses in varying degrees on
two problems: improving lnner
city neighborhoods and provid-
ing housing for thoese who can-
not afford it. Proponents feel
homesteading will benefit low
and moderats income {amilies
and simultaneously ease local
governments out of the real es-
fate business, while putting
abandoned and tax-delinquent
properties back on the tax-
rolls, .

However, homestéading pro-
grams are In the experimental
stage, and because of this, se-
lection of applicants has jnot
coincided with the ideals of
many proponents. Selectlon has
tended to be towards moderate
and middle-income families:
those less likeiy to have fi-
nancial probliems and more like-
1y to have the skills necessary
te complete much of the reha-
bilitation work themseives.

‘Not-For The Pon’

Twe of the first ten appli-
cants chosen in Wilmington ex-
emplify this cautien one is
an Ivy League lawyer and the
ather is a carpenteér with a
working wife. In Washington,
the situation is much the same.
Nadine Winter, one of the
city's primary community organ-
izers of the homesteading pro-
gram said, ''We are not talking
about houses for the poor.

We're talkipg about houses for
stable people, people with in-
comes, those who have some Te-
sources."”

The primary prohlem in ex-
panding the homesteading con-

L IBRARY OF CONGRESS

those of lower incomes
high cost of rehabilita-
tion. In Wilmington the cost
i's estimated at betwseen $5,000
and $12,000, in Washington
$8,000 to $15,000 and in Phila-
deliphia the costs also vange up
to $15,000. Tew people have
this kind of money readily a-
vailable, so much of the sclu-
tion lies in establishing ilend-
ing programs and financial in-
centives such as tax abate-
ments.

cept to
is the

Financing Problems

The high cost of loans alone
cuts many lower-income families
out 6f the housing market. 3But
high-interest rates aside,
lending institutions commonly
diseriminate against the inner
city through a practice known
as "redlining'' {see P§T, VYol.
11, No. 5). Compoundiig the
problem is that 2 homesteader
zan default ownership interest
-- and therefore the lending
institution's interest as well
-- by failing to reside at the
premises for the specified
time. This is a risk few lend-
ing institutions are willing to

These are -the

Cpeople Who were the primary ob-

jects of expleitation in earli-
er federdl housing programs.

In WiTmington many of the ini-
+ial homesteaders had to turn
their homes back over to the
city when they found rehabili-
tation money was nearly impos-
sible to get.

Both Baltimore and Philadel-
phia have met this financial
ﬁwo@Hma.Wmmm on. In Baltimore
a $2 million bond issue created
a program through whigh citi-
zens, who cannot obtain reha-
hilitation loans from commer-
cial sources, cap obtain up te

$15,350 at 6% interest ever a
maximum period of 20 years.
thiladelphia delayed their
program almost a year in order
tp establish a financial pro-
gram so low-income individuals
could participate. 'We knew
the pregram would die soon
after it started, if we didn't
have the financial machinery
set up first," said Joseph
Coleman, a city councilman who

“have ‘efigble
4 o

“Jocal businesses w

Homestandar replaces siding o home he heag ecquired through an urhen homesteading program.

has helped lead Philadelphia's
planning.

Donations from churches,
SYRagogues ; non-profit groups
and fraternal organizations .

he city to.

goon as the state fi :
deductions these busingsses:
will receive for donations.
Philadelphia is also gaining
assistance from the Pennsylva-
nia Housing Finance Agency to
provide leng-tern financing
through a $250,000 grant.

Tax Incentives .

A large-scsle fimpancial pre-
gram is also belng considered
in Massachusetts, where the
legisl®ture is discussing a
bili that would establish &
state agency to grant low-in-
tevest rshabilitation loans to
urban homesteaders. .

While few cities have in-
cluded lending programs along
with their homesteading plan,
most have inserted tax incen-
tives in-their programs. In
Wilmington, the clty assesses
the proparty at its value when
the homesteader first takes
over, and then permits the
homeowner to subtract one-half
of the value of the new im-
provements from any assessment
increases. This abatement ends
after the initial occupancy
period of five years.

Tn Baltimore, the city as-
sesseés the property at the
homesteader's acgulsition cost
($1). Then, after rehabilita-
tion, the city discounts the
valuation of improvements ac-
cording to the average assessed
market values of properties in
the immediate area, redardless
of their condition.

Philadelphia |ncentives

In Pennsylvania, state law
authorizes local tax authori-
ties to provide tax exemptions
for improvements to deteriorat-
ing dwellings for periods of
either five or ten years.
Philadelphia officials, like
those in Wilmingtom, have cho-
sen to assess properties at
their value when initially oc-
cupied, but have used thelr
state law to exempt properties
£yom higher assessments for the
entire five-year initial occu-

pancy period.

ot up:

Newatk, N.J. is meeting the!

rehabilitation problem itself.
Before dwellings are turned

sdders, the city
Cajor rehabili-
: the roof

systems, ilede Then
instead ‘of getting th ‘property
“frge or: for $1, the home-
e ~pays the city ‘the’ cost
of majier rehgbilitation. Home-

wogteaders ‘then have 18 months to
- “Finish rehabilitation and bring

property up 10 code. . By doing

- the major rehabilitation before

homesteaders receive the pro-
perty, Newark pfficials are |
abie to cut the need for major
tax incentives, but are still
faced with the problem of se-
curing loans for moderate and

low-income families. i

In many communities the :
shortage of available abandoned
housing is an additional proebr-
jem. In Washington for in-
stance, there are over 3,200
abandoned properties, but be-
cause they are owned by variols
private and federal government
agencies and hecause of the
District's peculiar foreclosure
laws they are unavailable.
Mainly for these redsons, the
PJistrict initially could make
only 14 properties available to
the over 3,500 people who ap-
plied for homesteadimg Tights.

" Inereasing bventory ’

The Department of Housing
and Urban Development is the
nation’s largest owner of aban-
doned properties. In June 1873,
the agency had 202,811 repos:
sessed units on its hands --
primarily the result of )
corruption and poer administra-
fion of urban programs -- and
sstimated that this inventory
would increase by 50% by 1975.
HUD officidls say they are ea-
ger to help the homesteading
offorts and have offered 4,100
properties to 24 cities. HUD's
problem, however, is that it is
required by law to get the max-
imum revenue from sale of 1its
properties. As & result, the
agency canp turn over only pro-
perties whose rehabilitation
costs exceed their possible re-
sale value.

Only Philadelphia appears to
have an abundance of properties
availabie. With approximately
36,000 parcels at hand, prima-
Soe, HOMESTEADING, page 7




Citizens Act Against Banks, $ & L Redling

the Chicago Citizen Action Program (CAP) campaign to fight redlining
with "greenlining” is moving ahead full steam (see P&T, Vol. II, He. &),
At tiis writing Cnicago nomeowners nave pledged to SAITEL over $20 mil-
Tion in savings deposits to Savings and Loans which invest a substan-
tial portion of their assels in the neighbornoods where they get the
majority of their savings. And CAP has canvassed only fwo neighbor-
noods, with four more to go. CAP is alsu pusning the Cnicago. City Coun-
cii to regquire oanks to disclose where tney get their deposits and
where they invest them. “"We are fed up with our money being used a
gatnst our interests," a CAP member testified.

Toere is action against redlining on the lega) front as well. Cin-
cinnati, Ohfo homebuyers bave taken a local building and Tean company
to federal court for allegediy cutting off mortgage money from a ra-
cially mixed neignoorhood. It was the first such suit brought under
Title VIII of the Civil Rights Act of '68 -~ The Federal Fair Housing
Law. Counsel for the plaintiffs is the Wational Committee Against
Discrimination in Housing, 1425 H Street, N.W., Washington, D.C. 20005,

Homeowners Fight Property Tax Escrow

Washington, D.C. nomeownsrs are beginning to
property tax escrow accounts (see P&T, Vel, II, No. &). Two of the
area’s largest Savings and Loans have setfled a homeowner lawsgit by
agreeing to let nomeowneys pay their property tax and insurance premi-
ums on their own, insiead of forcing tnem to pay in menthly install-
ments inte non-interesi-vearing sscrow accounts. Wasnington consumer
Tawyer Benny Kass estimates that the average homeowner could realize
between $30 and $4u a year by depositing the funds into savings ac-
counts until tine paymenis are due,

Last summer ftwo smalier D.C, S&Ls settled a suit by agreeing to pay
interest on the escrows -- a step the larger. institutions won’t take.
Tne chairman of one blg S&4L in the recent case said the settlement
would nave Tittle effect on the bank's operations or expenses., Tiis
suggests tnat the loud cries to tne contrary by S&Ls-all over the coun-
Iry are 1ess faan candid.

make headway against

New System to Appoint, n..@w:.? Assessors

Kansas has taken a major stap towards good assgssing. In March 1974
the Kansas legislature did away with elected assessors in the state.
Starting in 1876, assessors will be appointed for four-year terms. To
quaiify for the post candidates will have to pass & state examination,
cand the state will conduct courses to ensble candidates to prepare. In
“addition, assessors -~ now called county appraisers -- will Tose their
-tertification 1f tney do not take advanced appraisal courses regularly.
“For-more information, contact Hr. -Harold Rohmilier, Director of Proper-
Jty Valuation, State of Kansas, Topeka, Kansas 666831,

__Cities in Debt, Creditors Escape Paying
al governments 1n the nation’s 72 largest metropolitan areas.are
“Tn debt than ever before -~ to the tune of $78.6 billion. That's

deepert
~almost $8 bilTion more tham, these units collected in vevenues in 1972.
The banks and wealthy investors who hold the debt are making a bundle.
They don't even have to pay income taxes on the intaprest,

Effective Citizen Reform-How to Gef Results -

Erfactive citizenship is an art, and there are opportunities for
people who want to tearn kow to arganize tax and other citizen reform
afforts that get results. Here are a fow:

~~The Midwest Academy, 600 W, Fullerton, Chicago, I11. 60614. Found-
ed by Heather Booth a year ago, the Academy has trained peopie from
groups as diverse as the Communications Workers of America to Steward-
esses for Women's Rights to the Wisconsin Education Association. Train-
ing programs range from two-week sessions in Chicago to one and two-day
workshops around the country., Trainees have an opportunity to work
with CAP, one of the hardest-nitting citizen action groups arocund.

--Organiza, Inc., 212 Fair Qaks, San Francisco, Cal. 94110, is &
simitar unit directed by Mike Miller, former head of Saul Alinsky's
Kansas City project and now nead of & group fighting Pacific Gas and
Etectric in the Bay area.

~~ACORN {see p. 11) accepts training interns in conjunction with the
Arkansas Instityte for Social "Justice, 523 W, 15th Street, Little Rock,
Ark. 72202, Interns work directly in ACORH's organizing activities.
The program lasts six months, and trainees must make a commitment to
stay in Arkansas for one yaar,

"The Acadamy doesn't just teach people how to protest. It teaches
how to win," says Heather Booth of the Midwest Academy. Winning is one
thing the people connected with these efforts have in common., May tneir
tribe incraase.

Real Estate’s Role in Assessment Exposed

A taxpayer lawsuit in Washington, D.C. has exposed a small group of
real estate Industry representatives that advises the D.C. government
on how to assess different neighborhoods, the Washington Fost has re-
ported, The seven or eight real estate brokers| appraisérs, mortgage
bankers, and others receive $50 apiece in taxpayer money for sach of
their several meetings each year. The Post says that the committee has
no rules or procedurves-to prevent conflTcfs of interest, such as when
committee members-advise the District on how to assess neighborhoods in
which they have financial. interests. Committees like this, both offi-
cial and unpofficial, dre common in many cities,

Dean's Neighbor Demands Tax Cut

More and more Americans are said to be increasingly tired of hearing
of Watargate, but some residents of Alexandria, VYa. have had a hard
time believing it, It seems that so many tourists and erst-while curi-
osity seekers had been driving through the Washington, D.C. suburb to
catch a glimpse of John Dean's household, that surrounding neighbors
felt their property values were going down,

One neighbor of President Hixon's former counsel was so upset that
he started court action, seeking a cut in his property assessment and
taxes. The neighborhood has grown much guieter in the last few weeks
though -- Dean moved to California.

3 veal in prope

A bill now pending .in the
U.5. Congress would provide -
long deserved relief for many
local property taxpayers. Under
H.R. 12324, introduced by Rep.
John A. Blatnik (D-Minn.), the

.federal government would pay

property taxes to local govern-
ments on federal lands now tax
exempt. The bill applies to
lands such as those held by the
National Forest Service, the
Bureau of Land Management and
the Corps of Engineers. An
identical measure, §, 2%12, was
introduced in the Senate hy
Senators Hubert Humphrey (D-
Minn.), Walter Mondale (D- -
Minn.} and Frank Moss {(D-Utah).

Localities would have two
years to decide whether or not
to enter the new system. Then,
the federal government and the
Iocality would jeintly appraise
the federal property in the
same way local private property
is appraised. In the case of
disagreement, a special state-
wide appeals board would handle
the assessment dispute. The
federal government would then
pay taxes at the local rate.

A recent study entitled "The
Forest Service in Appalachia,*
by 8i Kahn (Cut Cane Associ-
ates, P.0. Box 78, Morgantown,
Ga. 30560), highlights the in-
gquities in the current system
of federal payments. Kahn shows
that by the end of 1972, the
National Pdrest Servige held:
almast 5.5 million. acres in Ap-

rty taxes.
Forest Service pays localities
25% of revenues from timber
cutting, but these came to less
than 10% of what property taxes
would have brought in.

In addition, payments in Ap-
palachia came to but 14¢ an
acre, while the national aver-
age was 58¢ an acre, and sonme

continued from page &

rily through tax foreclosures
and some utility liens, city
officials estimate they will be
able to offer 30-50 properties
to homesteaders every 30-50
days. Also, in exchange for
wiping property tax delinquen-
cigs off the record, the city
has received nearly 1,000 pro-
perties in three months.

The Redevelopment Land Agen-
¢y, which is in charge of many
federal urhan renewal programs,
is another source of abandoned
property in many cities. But
again the federal regulation
over resale is a limitation. In
addition, many of the proper-
ties owned by this agency are
already part of urban rencwal
projects -- some (but not all)
of which have merit and should
not be picked apart.

Two bills are presently be-
fore Congress, which would make
homesteading a national pro-
gram. Both bills would elimi-
nate the resale restrictions
currgntiy holding most HUD pro-
perties from heomesteaders, but
they differ in their provisions
for administering the program.

The Senate bill (S. 2676),
introduced by Joseph Biden (D-
Del.}, provides for local hous-
ing agencies to administer the
program using properties trans-
ferred to them by HUD. Con-
gresswoman Marjorie Holt's (R-
Md.) bili (H.R. 10373} author-
izes the department to directly
administer the homesteading
program, )

Another important difference

“lo8 sepdrate congre

counties in California and Ore-
gon got from $2.00 to $6.00 an
acre from the timber fess.

On top of this, Kahn notes
that tying local revenues to
timber fees puts localities un-
der finmancial pressure to sup-
port ‘'clear-cutting,” the de-
structive razing of entire
stands of timber, even though
it brings eresion and flooding.
Further, undey the timber-fee
system the localities cannot
predict their revenues from
year to year.

The Blatnik and Humphrey
bills would remedy this prob-
lem. It makes one glaring over-
sight, however. As now drafted
it could deprive states of the
power to tax the "possessory"
or "leasehold” interests, which
parties like oil and timber
companies acquire in federal
lands. A staffer of the Ggli-
fornia State Board of Equaliza-
tion -estimates that in Califor-
nis these interests amount to
reughly $100 million in assess-
ed value. In effect, federil:
taxpayers would be bailing dut:
the big timber, oil and other
interests for taxes on this as-
sessed value. The House staff
says this effect was net in-
tended and that it will be cor-
rected. .

It appears, however, that
impeachment prospects will

orce. thelhill off the House!
this sesgion: ut:

tricts, not to mention the oth-
eT-federal lands that would pay
taxes undey the bill, cifizens
may be able to initiate enough
leverage for action. If taxpay-
ers and officials in these dis-
tricts make their views known,
the federal payments bill will
move faster than now planned.§

Homesteading

is that the Biden bill author-
izes technical assistance and
loan assistance, which would be
designed by the Secretary of
Housing and Urban Development.

Both bills were introduced
in the fall of 1973 and are
presently in committee.

Money is the kev to success
of urban homesteading in help-
ing low and moderate-income
families obtain homes. Vational
legisiation, similar to the
Biden bill, will be necessary
%f programs such as Philadel-
phia's assistance corporation
are to become widespread, be-
cause many cities deo not have
the resources to carry them out
on- their own. There must alse
be requirements that local
lending institutions, which
gain deposits from these areas,
plow a certain percentage back
into them:; and incentives for
other institutions to make a-
vailable their resocurces as
well,

While urban homesteading
certainly is not the total so-
lution to the problems of ocur
inner cities, few if any con-
cepts have offered the possi-
bility of such a complete re-
versal of a tax problem. Turn-
ing preperty tax liabilities
into property tax assets and
using property taxes as a pri-
mary incentive -- not to men-
tion providing home ownership
for many who otherwise could
not afford it -- surely iz a
type of concept that is the
dream of every urban planner.




by Jonathan Rowe
and Douglias Crapks

Homeowners are paying hun-
dreds of dollars too much or
tag little in real property
taxes each year due to inaccu-
rate and incompetent property
tax assessing. That is the
conclusion of a People & Taxes
survey of property tax assess-
ment levels in major urban are-
a5 throughout the country, The
surveyvanalyzed the latest U.s,
Census data, which presented
new figures for 197%. .

For example, in Baltimpre, -

Md. the average owner of a
$30,000 home was paying $364
too much or too little in pro-
perty td®es each vear. That
amounts to a $728 spread be-
tween the overassessed and un-
derassessed taxpayer, a 214%
difference in tax paynents
which should have been exactly
the sane.

Similarly, in Indianapolisg,
Ind. the average owner of a
$30,000 home was paying $352
too much or too little in pro-
perty taxes. That meant that
two owners of $30,000 hones,
who should have been paying the

same amgunt of property tax,
were possibly paying $704 more
o1 less than the other, a dif-
ference of 212%,

The table below shows the
results of the People § Taxes
survey for otheT cities. .

Dismal Pattern

The pattern is dasmal, Tax-
payers throughout the country
are subjected to illegal and
uniust variations in tax burden
that go far to explain why they
are so fed up with property
taxes. But the table also shows
that when states take seriously
their responsibility to provide

C ison of A ments and
(1) (2) (3) {4) (5)
o : Coefficient Average
Median Median = - of - " Error in-
Assessments Assessment disparsion Assessment Locai
) Sales Price on $30,000 (Average  on §30,000 Tax
City Ratio nome Error) riome Rate
Birmingnam, Aja. 24.7% 5 7,470 $ 1,54 5
Paoenix, Ariz, 11.2 ; w,wmm ’ _ammm ww.m&
Little Rock, Ark. 15,3 4,650 1,353 7.4
Los Angales, Cal. 20.3 6,090 938 13.2
Uakland, Cal. 21.7 6,510 716 13,5
Sacramento, Cal, 0.4 6,720 777 14.3
San Diego, Cal., 23.4 G,120 837 1U.2
an Francisco, Cal. g 5 5,670 1,565 12.7
Denver; Colo, 22.5 6,750 'G5 8.4
Hartford, Conn. 50,2 1h,UbG 2,543 7.8
Wilmington, Del. 98,7 17,610 1.8
Washington, .G, 47,1 14,130 3.7
Miami, Fla. 50, 3.5
Atlanta, Ga. 24. 4.8
Honolutu, Hawaii. . Sp.1 1.9
Hoisa, Ida, . 2.3
Chicago, I11, 30’
A idiananol s an .
Louisville, Ky, Sl
Hew Orleans, -La. 20.6
Portiand, Me. 53.5
Baltimore, Md 57.7
Boston, Mass, 24.8
Detroit, Micn, 4z .4 12,724 ?
Minneapolis, Minn, 8.4 2,520 2
St. Paul, Minn. 7.9 2,370 26
mmowmoau.gﬂmm. 16.8 5,040 19
Kansas City, Mo, Insufficient Data
St. Louis, Mo. 3.9 9,570 42 .4 4,088 3.8
Billings, Mont, 8.2 2,460 18.6 458 25.2
Omaina, Neb. 7.5 8,250 16.9 1,394 9.6
Las Yegas, Hev. 27.2 8,160 72.5 1,820 3.4
Manchestar, d.H. 78.4 23,52 9.7 2,281 4.0
Mewark, #.J, 67.4 40,220 44.0 8,088 8.8
Trenton, i,dJ. 37.1 11,130 4.0 6,070 17.5
Albuquerqua, .M. 26.7 B.010 15.7 1,258 6.2
Buffalo, H.Y. 25,2 7,560 25,6 1,435 16,1
New York, Y. 8.7 5,610 344 3,005 6.0
Rognester, o,V 22.3 3,090 22.2 1,485 12.8
Syracuse, d.Y, 26.2 7,863 29,4 2,274 14,6
Charlotie, i.C. 48.1 14,430 1.5 T.059 3.4
Fargo, 4.0, 16.5 G959 14.8 748 25.3
Akron; Dndo 30,9 9,274 19.5 1,808 4.0
Cincinnati, ohio 33.8 19,149 34,1 3,458 4.9
Cleveland, Onio 31.3 4,350 3.8 2,207 6,2
Columbus, Ohip 30.2 9,U64 5.1 2,274 4.6
Bayton, Ohig 3.7 4,510 18.4 1,750 5.7
Toleda, Ondg 24.0 8,740 241 2,097 5.0
Uklanoma: Gity, Okla. 20.7 6,210 35.7 2,217 9.4
Portiand, ‘Ore, 83.7 25,110 13.8 3,455 2.9
Poiladetpiiia, Pi. - 447 13,200 43.8 5,808 4.5
Pittsburgn, Pa, 36.7 11,010 42 .4 4,663 7.1
Providence, R.I. 54 3 16,240 32.7 3,327 bl
Charlotte, S.C, 4G 1,380 36,9 5097 2u.2
Stoux Falls, S.p. 32.6 3,780 18.5 1,309 7.6
Knoxvifle, Tenn. ©31.6 9,480 29.8 2,825 7.3
Mepnis, Tean, - 138,71 11,430 18.8 2,14y 4.8
Nasnville, Tenn. 23,1 6,930 23.2 1,808 8.0
Dailas, Tex. 17.1 5,130 23.7 1,218 9.7
Ft. Worth, Tex. 19.5 3,850 3.8 1,843 [
Hauston, Tex. 17.5 5,250 2& .1 1,265 8.8
Sait Lake City, Utan 15,0 4,500 26.6 1,167 0.8
Richmond, va. 81.8 24,544 26.4 ©,380 2.0
Seattle, Wasn, 27.9 8,374 33.0 2,762 4,8
m:mxwmmﬁoxw W.Va, 38.3 11,450 16.5 1,869 1.8
Milwaukee, Wis. 38.7 11,610 155 1,803 1.6

Taxes

(6) {7} (8)
Average Difference
Under- or in Taxes on
Average Overpayment Over & Undar
Local  of Tax on _ Assessed

Tax 530,000 Home 330,000 Homes
$ 267 $ 58 3112
467 87 174
344 100 208
Bug 124 248
379 47 194
875 m 22e
624 Y 180
7729 fuy 348
5o/ g1 Te2.
1,174 199 398
B5Y 217 434
452 152 214
638 R 190
348 74 148
320 54 1398
ez 254
216 432

536 4 227 454
620 115 230
792 134 268
408 51 102
Y40 91 182
1,738 Gug 1,392
145 1,052 2,104
497 78 156
1,217 317 622
517 180 360
356 194 369
1,148 332 b4
519 50 120
1,252 149 380
464 90 T80
457 175 350
2862 137 274
417 104 208
542 140 200
435 108 210
584 208 41v
728 100 200
597 261 522
782 332 664
815 267 534
403 149 298
743 137 274
692 206 412
543 103 2Jo
512 96 192
498 118 235
514 193 36u
462 11 222
477 117 234
127 128 255
402 133 266
207 34 el

1,230 191 382

"50,000 or.more mwcﬁm.m=;0<mw4+

fair assessing they can do so.
The high degreée of assessment
equity in cities in California
and Oregon, for example, makes
this point. The rest of the
States should follow their
leads. Every governor must put
assessment reform on the list
of top Wgwoawﬁ»mm. Taxpayers
must make certain that state
and local officials clean up

the inequities that exist. And
the U.3. Congress must move

ahead on bills such as S. 1255,
which would both SPUT more com-

petent -assessing and aid the
states in providing relief for
overburdened taxpayers.,

In #ddition,. taxpayers can
join together and pursue their
rights in court. 1If there are
public interest minded attor-
neys in your area, contact them.
Mere information on this peint
will appear in future issues of
People & Taxes.

" Census Burean. Data

The Peonle & Taxes survey is
based of the latest Tensus of
Governments' publication enti-
tled "Taxable Property Values
and Assessment-Sales PridesRaw.

ties," which is prepared by the
U.8. Census Bureau every five
years. The most recent Census ,;

released in 1973, used 1071 aw-
sessment figures., Thus, figures
for individual- cities may. have
changed somewhat since then,
and in cities that have under-
gone "reappraisals' this change
may have been significant. ., The
over-all degree of .equity has.
Probably improved for some ci-
ties, but in others it has
probably declined..  The 1971
census-data - £for urban areas of

all declipe i

s
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sontinued from-page §

“tyisince 1966. This decline
-reversed a five-vear trend of,
improvement and suggests that
the People & Taxes survey,
Cthough Based on 1971 data, re-
flects closely the assessment
inequities. to which -homeownhers
o wrm.arowm mwm,mcwumnﬁwm tox

“lengus o& mo<ow:aowﬁmp ﬁcwwwnm,
tion are available: for $1.25°
-2 e 3 ..Hmm@onﬂy<mww“ maoa

 "the norm.

held by ammy estate mﬁmnmwwmoww
is mmmmmmmm it "l#ast ten per-
pints less than other
inds of property in relation
to. full value. In Gary, Ind.,
wow wxmsﬁwm_ homes are assessed
on:the average 17.6% of full

Asgessment Ratio

wmompm § Taxes based its

m s@wsmm.ow two key items in
theiCensus of Governments rve-
port on property tax assess-
ents, These have imposing
names but actually they are not
difficult to understand,

< I, Assessment-Sales Price

Lo e This *1s -gimply the ra-
Jobetween the assessed value
and "the -actual full value, as
reflected by the sales price,
4 property. Most assessors
do not even try to assess pro-
perties at full value. Instead
hey use some fraction of full
#1é ., The less competent as-
essors do not even use m frac-

th pa.éwpa. In s me mwmﬂom ‘the
aw.allows “fractional”
...;;r mwmwwmammn a

mwmna

m&yoz cm

to which: ﬁrw%
d? The. -dnswer is .

“is-at ﬁVm common..av-
To

B

Agsess-

.Lﬂ:mmm mpmmaﬂmbnmm.

b m.m entitled to an mmmmmw-m

perties that have sold, and .
compares the assessed value be-
fore the sale to the sales
price. The average of these
ratios is the level at which
each homeowner has a right to
be assessed.
Coafficient of Bisparsion

2., Coefficient of Dispersion
£from the averafe assessment.
sales-price ratio -~ This shows
by how much, on the .average,
tlie as ammOﬁ missed the mark on
wmnr asgessment. It mWQSm_ﬁwm

m;ﬁ&mMm mm<pmﬂwoaw.ﬁﬂos,
erm”ﬁmaﬁosﬁmmm that
this average deviation is of
the normal, or average, level
is. the "coefficient of disper-
ston.™

" We.-€an understand these two
items mote gasily through an.
example.

Suppose we have four houses,
each of which sold for $30,000.
The assessment rolls show the
homes assessed at $10,000,
$16,000, 322,000 and mmm oom
AWmEmemH, ﬁwm% should rmdm
been assessed the same.) The
-assessment-sales price ratios
for the three wonld be:

$10,000 2ig16,000 _

30,000 * §30,000 = 53

$$22,000 _ ., 828,000
§30,000 30,000
And the median assessment-
sales price ratie for the four
would be:

33%

= G3%

53
+773 63%
176 2/126

Now we want to find the av-
erage deviation from this com-
mon level, or the "cpefficient
of- dispersion.'" First we find.
the difference betwsen the com-
mon level -- the average as-
sessment~sales price ratio --
and the ratic for each wﬁmpqpma
ual assesgment.

63"

63 673 63
-33 . =b3 S 7S 283
3T TIP e T30
© (We ¢an &pm&mmm%@ ﬂHCm or- awﬁzm

._mpmﬁm )

Next: we mH:m ﬂwm m<mwmww ca

30

106

10 .

30 20
kg 4/B0

cation domm%

.mnowmanzwm.dwm_nmvww.ammmm._

peal.

Finally we express this av-
erage difference as a percent
of the common level:

20 _

Thus the coefficient is 32%.
Experts consider a typical
assessment. error of between 10%

and 153, plus or minus, to be
mnnmﬁﬁmvwm. Some go as high as
20%, mainly in.compromise to

.avmﬁ they perceive as thei'situ-
Assessors. who get .

Column 1: the median mmmmmu

‘ment sales-ratio for homes in:

the city. This is-the actual-

commot: level of assessments, as

compared to sales values, c¢al-
culated by the U.S. Census Bur-
gau.  Taxpayers should note that
assessors usuvally claim that
the ‘actual .common level is much
higher than it . is in truth.

this leads taxpayers to think

they are getting a ''break"” and
makes them less likely to ap-

Philadelphia is a prime ex-
ample. In Philadelphiz the

Boaid -of Revigipn of Taxes, to

which tazpayers appeal their

assessments, sternly warns, on

the form they must £ill out
2rwa.drm< appeal, that "the law
regquires that all real estate
be assessed at actual market
value.” It does not tell them
that the assessor actually as-
sesses homes at only 44.2% of
full value, as column 1 shows.
Howeowners reading the warning
think that if their assessment
‘i3 -anywhere below the full val-
ue of their home the assessor
has been good to them, and do
‘mot complain. - Yet if their as-
‘sessmant 1s any. greater than
A4 2% of full value they are

coverassessed and are entitled

“t6 e reduction. o s )
~This is one-way degeitful
officials trick taxXpayers out

JQm ﬁwmww rights.:

Typical: »wum..wam:w -
Columa 21 the typrcdl . as-

" SesSMERT Of 4 $30,000-home in
ithe ettty

This is.computed by
simply E:Hﬁwﬁwwwzm the assesse

ment+sales price - em»po in-cols

apin-istimes $30,0000 - (Te com-

wwﬁwm:ﬁvm.ﬁ%v»amﬁ.memwmgmud.mow

‘hopes worth more than $30,000,

me jurisdi

CBAGE T NIRE

simply multiply the £full value
times the ratio in .column 1. :
Column 3: the coefficient of
dispersion, or average percent-
age error of each assessment,
as calculated by the U.S. omm;
sus Bureau. The higher this
percentage, the less . uniform
the assessor's work, and. the.
gredter the. wﬂoncpdwmm o srwnw:
he is mcwumnﬁwam ﬁmxﬁm%mdm wﬁ .

noavmwwam tax rates in @ ffor-

ent jurisdictions the effective

tax rate is'the valid MEASUTE ..
Tax Bill

Column &+ the property ﬁmx
bilT ©f the typical owner of:a
$30,000 home, computed simply™
by 5muﬁpvakﬂm the typical as-"
sessment for such a home, in’
column Z, by the nominal tax
rate in celumn 5. Column-6
shows how much tax each owner
of a $30,000 home would have
paid had assessments been uni-
form and on the mark. -~ : .

Column 7: the amount by
which the fypical owner of a
$30,000 house paid toc much or
too little in property taxes
because of under- or overas -
sessment. This figure was
rgached by multiplying the
city's tax rate in column 5
times the average assessment
error in column 4,

Coilunmn 8: the différence in
taxes paid Petween two m%ﬁwnmw.
under- and ovérassessed own ¥ .
of -a: $30,000 house.
woamcxsmﬂ ﬂ:mﬁ 3

,._wss & wos their tax wm%amﬂ
Cdiffered from theraver g
umn’ §shows the @nﬁcmH dif

.ms_z,_mac_zmm 2@3




tortinued from page §
‘ence in taxes which a typical
Adinderassessed and overassessed
swner of a $30,000 house paid.
‘Remember, these two homecwners
should have bheen paying exactly
the same amount.
. The People § Taxes survey
arestly expands upon ap analy-
‘5is -~ using 1967 census fig-
"ures -- which Census Bureau of-
igial Maurice Criz employed in
a: spesch before the Interna-
tional Associlation of Assessing
Officials in Las Vegas, Nevada
21970, In ity official pub-
i¢ations, Lowever, the Census
u¥eau has not itself shown the
1igr amounts by which home-

gwners pay to¢ much or too lit-

“tle bscause of assessing ineq-
Cyities, o fo .
o PReaders Sioutd Dhserve
“Invusing this table readers
Fheauld bear in mind these
points:
0.1, The census data is from
1971, As mentioned, assessment
Jevels and tax rates have
shanged since then. Some cities
may.-have improved in assessment
squity.  But if the 1966-197]
t£rend;has continued, then in
moie cities assessment quality
His worsened.
#1207 The ‘assessment data does
slude partial exemptigns
4% those for veterans and
derl To inclide these

ors.
lévels
they

‘worth $500,000 or less.

{(i.e., a low ceefficient of
dispersion) in areas such as
suburbs which contain many sim-
ilar properties, than in cities
which have many different kinds
of complex property. However,
since the People § Taxes survey
iz limited fo single family
homes, this gonsideration is
net important.

Sipgle~-family residences a-
ione were used to show homgown-
ers how they stand in relation
to one another, In addition,
there are difficulties in com-
paring residential assessment
levels with thogse on other
types of property. For example,
the Census of Governments in-
ciuded data only for properties

" The
fost valuable commercial and
imdustrial properties, those

_especially prone to receive

special favors, were left out.
In addition, since commercial
and industrial properties sell
less often than do homes, the
basis for comparing their as-
sessment-sales ratio is weak,
The Census data demonstrates
that the quality of property
tax assessing varies widely a-
mong different cities. Some
cities are doing a reasonably
good iob, while in others the
assessing is abominable. In
Portland, Cregon, for example,
the ‘average homeowner was as-
sessed 13.8% too high or too
low ~- far from perfect, but

form

People § Taxes cautions
state and local governments a-
gainst the common practice of
bringing in a private 'mass ap-
praisal™ firm te completely re-
do property tax assessments. A
few of these firms make vaiid
efforts. But others, and espe-
cially the largest, have abused

outside ¢ontractors, so th
they can keeprassessments uni-
dnd up-to-date continual-
1¥.. ‘This spares taxpayers the
¥¥guma .of sudden revaluations

§{-whith soon decay intoc the old
1 inequity. The states which have

- Consistently ‘good assessing do
<not ‘use mass appraisal firms;
“ariopinion of the California

Attorney General has held their
use contrary to state law.

Additionat Points
Private appraisal firms can

be useful in helping public of-
ficials o set up Nnew assessilng
systems. The best such consul-

‘tants agrée that they should do

this much, and no more.

The survey shows that even
in cities doing a reascnably
good job, high tax rates can
‘cause small differences In as-
sessment levels to add up to
significant variations 'in tax
bills. In Hartford, Comn., for
example, where the typical as-

sesament. was only 16.4% off the
mark, ~this resulted in the typ=-
ical owner of a2 $30,000 home
payiag §19% too much or. tdo-
little. -
The Census of Governments
also made these significant
points on which the People §
Taxe§ survey did not elaboratel:

quality was mostiproncunced: in
the larger jurisdictions,: those
with 50,000 or more people i
Among these, the number doing.
an acceptable job . was-dow .
third from 1966. - & 0
--Statewide, the: lowest
ical error per assess i
in Connecticut, wherg
age homepowner was dgséssed -
13.7% too high or tgo Low.. .l
highest error was in North Da=.
kota, where the typical-assess<’
ment was 40.5% off the mark....
--In 798% of the argas stud<’
ied, assessors assessed.high=.-
value residential property at.a”
lower percentage.of full value
than they did low-valué.proper-
ty. This confirmg:the view &
that competent and impartial ~
assessing would make the pro-
perty tax less regressive. . & B




Who's Kidding Who

You've all seen those Mohil
Dil ads that claim the compa-
ny's 66% increase in first
quarter profits are necessary
to finance further exploration
and development of energy re-
sources. According to the major
oil companies, every cent of
the huge profits will be spent
on finding more o0il.

" Perhaps you'll be puzzled by
the fact that Mobil revealed
recently that it was thinking
of. buving a controlling inter-

est in Marcor Corp. -- the.par--

ent company of Montgomery Ward
and the American Container
Corp: The Wall Street Journal
reported thaf such 2 take-overy
would cost Mobil $500 million.
if you're wondering why the
American taxpayer should be
paying for oil tax breaks that
produce windfall profits and
enable the oil companies to buy
up other large corporations,
you should ask the president of
the Mobil 0il Corp.

P. Tavouiar-
Mobil 0il' Cor-
150 E. 42n4g Street,
s N.Y. 10017,

ACORN Wins Big
cLocal affiliates of the Ar-
- kansas Coumpunity Organizations
~for Reform Now' (ACORN) have
- scored a quiet, but major suc-
cess in gaining apparent -con-

i trol of the Pulaski County,
“Ark. government.

. ‘Without a word of publicity
o From their organizations, 17

- affiliates of the statewide
noagmmww%.Oﬂmmanwzm group set
- 0ut §ix months ago to make sure
thelr wembers ran for all 467

~ §eats of the county legisiative
‘- body -+ the Quorum Court. Run-
Looning strictly as individuals,
“but not triing to hide their
ties to ACORN, members gained

S 18% seats in the county govern-
cment that represents 20% of

eas,. President,
“poration,
New York

“oArkansas’ population and is the

omajor portion of House Ways and
Means. Committee Chairman Wilbur
(CMillsh district. :

Together with approximately
40 seats that were won by indi-
. ividuals ACORN feels share the
- isame views, the citizens' group
wshould -- in theory have
iocontrol of the governing body.
"~ BY law the Quorum Court has to-
tal authority over the county's
$6.5 million budget.
. However, the ACORN. members
will have to contend with the
county's chief executive, Coun-
1ty Judge Frank Mackey, who'
cdoesn't favor the crganizg-
tion's actions. Like most:
stounty judpes in Arkansas,
Mackey has a large amount of
“power. He draws up the county
budget, with the help ‘of an -
~1ll-person Court committee ;.
which he appoints, and perforns
& variety of other legislative,
executive and judicial duties,

In the past the GQuorum Court
has served as a rubhet stamp
for Mackey's budgets (last year
‘they passed his budget in three
‘minutes, with no discussion)

and when Court members have
questioned him, he has ruled
them out of order.

While many new members have
never even run for cffice be-
fore, the ACORN officehalders
see their job in one way -- fo
find out where the county's
money is going and if that ig
what is boest for the citizens
of Pulaski County.,

(See P&T, Vol. I, No. 1 for
mere information on ACORN.}

Study of IRS

The Administrative Confer-
ence of the United States, an
independent federal agency, an-
nounced in May that it has be-
gun a probe of the Internal
Revenue Service. The study,
which will cost at least
$100,500, will take a vear,
Conference officials want to
find out how IRS handles citi-
Zen complaints, how fairly and
consistently it selects returns

for audit, and what pelicies it
follows "in making seizures for
delinquent taxes.

Other areas to he studied
are IRS settlement procedures,
the confidentiality of taxpayer
wﬁ%owamnwcs_ use of civil money
penalties, and general public
information policies.

The new study is headed by
Charles Davenport, a professor
at the University of Califor-
nia Law School at Davis.

The Internal Revenue Service

-is currently under investiga-
tion by the Gemeral Accounting
‘Office, the Joint Committes on
Internal Revenue Taxation, and
two Senate sub ommittees.
Informed of ‘the new probe,
_ ﬁ__z_m_m?g_

nde:

s 2 YUERTeE Investi -
gators. dt’a time, and iike at
the meat counter, they would
have to take g number and we
would serve them when we
could”

The Census Bureau has Te--

leased figures showing natipnal

averages on income,
include alz income, not just.
wages or salaries..  Latest sta-
tistics are for calendar year
1972,

The figures

RS- Cormissioner
ad ‘this reac- .

of $12,000.

1960 157 1973

ABL . $12,000  $12, o0p
Standard deduciions 777 5000 ; w._ wm_a ﬂm. m%
Exemptions. . 1T7T7" L8O 1d95 ooy
wmxma_m ....................... 3,200 g9 g
T e 1928 psm 135
Poreentof RGN
T B
However, there are two facts

left out of these calculations.
First, inflation has changed
the value of the dollar so much
that the taxpaver who earned
$12,000 in 1960 now neads
§18,000 ip 1973 just to stay

even with the 1960 level. And
the rate of inflation is still
lncreasing. As this chart
shows, even with inflation
Counted, there is stilj a
slight drop in taxes.
1960 R 1973
ABL L ool HEZOOC §3E7M $18 007
Standard dedustions 1 fug 1 e 2,000
Eremptions ... 770 e iegs 2,750
Taxebio. 7T v 12,709 13757
Tax.... - e = 1928 2437 7 sg
Pacent of AGI. B Y AT

The second factor, whigh -
neither Treasury chart shows,
is that social security taxes
have soared from $144 in 1560
to $632 in 1973, Adding those
taxes to the income taxes paid
in each case changes the perw
centages to 17.2% in 1560  and
18.5% in 1973, showing that
there has been an increase in
the total amounts of taxes

Individual mmumo:mu.acnoam

1. Total number

of individu-

als receiving
income..,.....,...
Median income
of these indi-
viduals.......
Total punbker
of persons
working full-
time..........,...

122 million

2.

55 million

Family Income (two or more TE-
ated peop € living in same

household)

1. Total number

of families

in U.8..........
Median family :
ywnoam..............smwpuwpo
Average family
w3no§m...........4...mwm“owm
Average family

income when .
family head is B

a full-time

zowxmw,.........,.,..mHmuHmm
{Total number of such famid

lies ig 34.8 million;) . o

) 54.4 miliion

3.
4.

Tax Burden Increases

Many of those who oppose g
tax cut this year point-out
that takes have been lewered
consistently over the last deg-
ade .s¢ that the average Ameri-
can is ‘now paying at a lower
rate. The following chart from
the Treasury illustrates the
changes since 19460 on an income

T STAFF PHOTO .

creae $ 04,713

- have the’
Coriented

At 15th and M

) capital was
May ‘as Ralph Nader
opened the Public Citizen Visi-
tors Center {PCVC). The cen-
ter's purpose will be to en-
courage tourists in the ng-
tion's capital to look at the
interior of pubiic mechanisms
rather than just the exterior
of public bulidings,
© M"Wisitors to Washington,
B0y should be ‘given the oppor-
tunity to observe, ilearn, con-
tribute and participate in lo-
cal and Federal activities
while having fun, relaxing and
engaging themselives in new,
relevant experiences," Nader
said. - "The objective is' to
Lourist become issue-
and.¢citizen-conscious
along pathways of his or her
wﬁ.ﬁm_w{mmﬁ..ﬁ: e A

ﬁym.amnﬁwﬂw which

is logated
Streets, N.W. in
Will utilize a de-
tailed calendar of activities
in metropolitan Washington as
its primary method for issuing
informaticn. The calendar will
be distributed free of charge

Washingten,

of this vote,

sue Vol
that “IRS
on.fax-debts
er yedr (see "Ip-
ansyp. =113}, The
£ 1% per month,
Taxes"regiets the

charges interest
at 1/2 of 1
stallment :
charge is 1/2
People §
error.

Vote Correction

In our May 1074 issye {Vol.
IT, No. 5) a sentence was inad-
vertently deleted from the Sep-
ate voting record. The fourth
bill, under the title "Christ-
mas Tree Bill," reads, "In Jan-
uary 1974, after postponement
over Christmas recess, the Sepn-
ate took up consideration of g
Christmas tree hill & minor,
'sure passage' bill that is
"decorated' with special inter-
est amendments,' At this point,
the description should include,
"An amendment was offered by
Clifford Hansen {R-Wyo.) de-
Signed to give a special deple-
tion allpwance to a fou indus-
try giants for mining an ore
named trona, which is found in
Wyoming and Utah. The amendment
passed by a 50-38 vote, {See
Congressionail Record, Jan. 23,
1974, SR YT

People & Taxes regrets this
error on the critical wording

throughout. the - _
_Oneof the POVe's primary.
objectives will be 1o press re-
luctant agencies, such as the
Federal Aviation Administration
.and ﬁnm;Hwﬂmﬁmﬂwﬂmnooaamwmm.,”
noagwwmwou..no.mm<mpon regular
visitor proegrams.

“MTourism in Washington; D.C.
should ‘be more than an exercise
in gawking and Gray-lining and
a necessarily-hurried guided

ountr

tour through the U.S. Con-
gress," Nader said.. "The PCVC
is going te try to provide vis-

itors a meaningful experience
to carry back with them to
their hometowns.”

Consumer Protection Bili

Th¢ Senate has scheduled the
floor vote on the Consumer Pro-
tection Agency (s, 7073 for
later this month. However,
James Allen (D-Ala.) and possi-
bly Sam Ervin (D-N.C.} plan to
filibuster asnd lead a fight to
add weakening admendments .

The Sepate hill is sironger
than the one already passed by
the House, but consumers. need
to let’'their Senators know they
want no weakening amendments
added on the floor. Public Cit-~
izen's Congress Watch feels
they have 80 votes favoring the
bill, but it tgkes 2/3 of the
Senators present and voting to
end a filibuster and permit a
vote on the issue.

Such corporate gisnts as
Sears; J.C. Penney, Ford, Gen-
eral Motors, Greyhound, Western
Union and General Electric have
been lobbying hard against the
bill., In addition, the Nixon
administration is also in opRo-

sition to the hill and is
threatening a veto, I{ this

happens it will take 2/% of
each house to override the veta
-- something the 93rd Congress
has only dene once,

I'f the Consumer Preotection

Agency Act iIs ever to reasch the
publiec, citizens must urge
their Senators to support this

legislation in its n

present
form.
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