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TAX SECTION 


Attached letter dated 8/1/86 reconfirming strong 

opposition to Section 984 of the Senate amendments to 

H.R. 	 3838 sent to the following: 


The Honorable Dan Rostenkowski 

cc: 	 The Honorable John J. Duncan 


Robert J. Leonard, Esq. 


The Honorable Bob Packwood 

Chairman 

Senate Finance Committee 

cc: 	 The Honorable Russell B. Long 


John Colvin, Esq. 


The Honorable J. Roger Mentz 

Assistant Secretary (Tax Policy) 

Department of the Treasury 


The Honorable David H. Brockway 

Chief of Staff 

Joint Committee on Taxation 


The Honorable Daniel P. Moynihan 

U.S. 	 Senate 
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Dear Chairman Rostenkowski: 


I am writing to reconfirm our strong 

opposition to Section 984 of the Senate amendments to 

H.R. 3838. That section would disallow certain 
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deductions for interest paid to related foreign 

parties that are "exempt" from United States income 

tax. 


United States tax treaty negotiating policy 

assumes that interest which normally would be taxable 

by the country in which the interest recipient is 

incorporated should not also be subject to tax in the 

United States. Therefore, the exemption of such 

interest from U.S. tax is specifically provided for 

by many income tax treaties between the United States 

and foreign countries. To partially disallow 

deductions for such interest would substantially 

undermine that negotiating policy. 


Furthermore, by disallowing deductions for 

interest paid by United States subsidiaries of 

foreign corporations, while continuing to allow such 

deductions for interest paid by United States 

subsidiaries of United States corporations, the 

proposal would violate non-discrimination clauses 

that appear in a number of tax treaties between the 

United States and foreign governments. 


The debt-equity issue that this proposal is 

apparently intended to address applies equally to 

United States corporations owned by taxable United 

States persons. It should be resolved directly, 
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rather than in an indirect manner that strikes at the 

very heart of our tax treaty commitments and offers 

foreign countries an excuse to unilaterally abrogate 

tax and non-tax treaties with the United States. 


We ask you to oppose the inclusion of this 

proposal in the legislation that is agreed upon by 

the Conference Committee. 


Sincerely yours, 


w-
Richard G. Cohen 

Chairman 


cc: 	 The Hon. John J. Duncan 

Robert J. Leonard, Esq. 
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rather than in an indirect manner that strikes at the 

very heart of our tax treaty commitments and offers 

foreign countries an excuse to unilaterally abrogate 

tax and non-tax treaties with the United States. 


We ask you to oppose the inclusion of this 

proposal in the legislation that is agreed upon by 

the Conference Committee. 


Sincerely yours, 


Richard G. Cohen 
Chairman 

cc: 	 The Hon. Russell B. Long 

John Colvin, Esq. 
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rather than in an indirect manner that strikes at the 

very heart of our tax treaty commitments and offers 

foreign countries an excuse to unilaterally abrogate 

tax and non-tax treaties with the United States. 


We ask you to oppose the inclusion of this 

proposal in the legislation that is agreed upon by 

the Conference Committee. 


Sincerely yours, 


Richard G. Cohen 

Chairman 
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The Honorable J. Robert Mentz 

Assistant Secretary (Tax Policy) 

Department of the Treasury 

1500 Pennsylvania Avenue, NW 

Room 3120 

Washington, D.C. 20515 


Dear Roger: 


I am writing to reconfirm our strong 

opposition to section 984 of the Senate amendments to 

H.R. 3838. That section would disallow certain 

deductions for interest paid to related foreign 

parties that are "exempt" from United States income 

tax. 


United States tax treaty negotiating policy 

assumes that interest which normally would be taxable 

by the country in which the interest recipient is 

incorporated should not also be subject to tax in the 

United States. Therefore, the exemption of such 

interest from U.S. tax is specifically provided for 

by many income tax treaties between the United States 

and foreign countries. To partially disallow 

deductions for such interest would substantially 

undermine that negotiating policy. 


Furthermore, by disallowing deductions for 

interest paid by United States subsidiaries of 

foreign corporations, while continuing to allow such 

deductions for interest paid by United States 

subsidiaries of United States corporations, the 

proposal would violate non-discrimination clauses 

that appear in a number of tax treaties between the 

United States and foreign governments. 


The debt-equity issue that this proposal is 

apparently intended to address applies equally to 

United States corporations owned by taxable United 

States persons. It should be resolved directly, 
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rather than in an indirect manner that strikes at the 

very heart of our tax treaty commitments and offers 

foreign countries an excuse to unilaterally abrogate 

tax and non-tax treaties with the United States. 


We ask you to oppose the inclusion of this 

proposal in the legislation that is agreed upon by 

the Conference Committee. 


Sincerely yours, 


Richard G. Cohen 

Chairman 
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