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To frame the discussion, Part I of the report offers sor?ne
observations on the varieties of tax complexity and the competing
concerns that arise when simplification is sought. We are in full
agreement with the frequently expressed view that the complémty of our
tax systemn 1s a major problem. At the same time, tax s1mp11ficat10n is not
simple - it requires weighing a variety of concerns, which at 111mes are in
tension with one another.

The topics discussed in Part IIT of our report are fairlyispcciﬁc in
nature. We also are willing to contribnte ta discussions of maore far-
reaching reforms, For instance, we recently commented on the Treasury’s
“Subpart F” study and would be pleased to participate in further dialogue
on this complex and important area. We recogrize, however,:that our
technical knowledge and practical experience do not translate|into superior
insight on fundamental policy choices or macroeconomic ana]ys;m
Accordingly, we expect that any contribution we may make to discussions
of fundamental reform will be responsive to initiatives that come from
Treasury or Congress, and will be focused principally on practical and
technical concerns that should be considered if fundamental reforrn is to
be implemented.

We offer this report as a “down payment” on what wefhope will be
a substantial contribution to efforts to simplify the U.S. incomje tax
system. As indicated in the report, we expect to produce follow-up reports
on some of the topics we identify. In addition, we expect to consider
simplification as we suggest topics for Treasury’s business plan and as we
respond to legislative and regulatory initiatives and requests for comment
that cmerge during the year. ‘

We welcome the opportunity to work with you towarc‘Ji
simplification, while acknowledging that the potential scope of the
enterprise is daunting.

Respectfully,
Samuel J. Dimon |
Chair 1
cc: Hon. Charles B. Rangel
Ranking Minority Member
House Ways & Means Committee
U.8. House of Representatives
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Dear Chairman Baucus:

I am pleased to enclose the New York State Bar Association Tax
Section’s Report No. 1007, Simplification of the Internal Revenue Code.

The principal purpose of the report is to suggest a short list of
topics that we believe are ripe for simplification. The list includes well-
known problem areas affecting millions of taxpayers, such as the
individual alternative minimum tax. Other topics, such as technical
aspects of the active business requirement of Section 355, affect far fewer
taxpayers but result in unnecessary complexity in structuring ?ccepted
business transactions. Still others, such as the collapsible corporation
rules, might be termed nuisances. Whether the rules in question produce
major problems or mere nuisances, we consider them “ripe” Hecause we
believe simplification could be accomplished without compromising
important tax policies.

The list we offer is not meant to be comprehensive; it is skewed
foward issues with which our members are most familiar. For instance,
we do not address the subjects of the earned income tax credit, the varying
definitions of “qualifying child,” or the complexities of calculating the
taxable portion of social security benefits. In all of these areas, persuasive
cases have been made that complexity is a problem and that appropriate
simplification should be considered. Important as these topics may be, we
do not believe we can add meamngfully to the thoughtful discussions of
these areas by others.
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To frame the discussion, Part IT of the report offers some
observations on the varieties of tax complexity and the competmg
concerns that arise when simplification is sought We are in ﬁ.lll
agreement with the frequently expressed view that the complemty of our
tax system is a m&gor problem. At the same time, tax sn‘nphf ication is not
simple — it requires weighing a variety of concens, which at times are in
tension with one another.

The topics discussed in Part III of our report are falrly\ specific in
nature. We also are willing to contribute to discussions of more far-
reaching reforms. For instance, we recently commented on the Treasury’s
“Subpart F” study and would be pleased to participate in further dialogue
on this complex and important area. We recognize, however, that our
technical knowledge and practical experience do not tmnslate\ into superior
insight on fundamental policy choices or macroeconomic analys1s
Accordingly, we expect that any contribution we may make to discussions
of fundamental reform will be responsive to initiatives that come from
Treasury or Congress, and will be focused principally on practical and
technical concerns that should be considered if fundamental reform is to
be implemented.

We offer this report as a “down payment™ on what we%hopc will be
a substantial contribution to efforts to simplify the U.S. income tax
system. As indicated in the report, we expect to produce folldw—up reports
on some of the topics we identify. In addition, we expect to cpnsidcr
simplification as we suggest topics for Treasury’s business plan and as we
respond to legislative and regulatory initiatives and rcquests for comment
that emerge during the year.

We welcome the opportunity to work with you toward
simplification, while acknowledging that the potential scope of the
enterprise 15 daunting.

Respectfully,

Samuel J. Dimoq
Chair

cc: Hon. Charles E. Grassley
Ranking Minority Member
Senate Finance Committee
United States Senate



03718702 MON 15:38 FAX 212 450 5742 DPW 22-51 doos

Lindy L. Pauli
Chief of Staff
Joint Committee on Taxation .

Russ Sullivan
Majority Chief Tax Counsel
Senate Finance Committee

Mark Prater
Republican Chief Tax Counsel

Senate Finance Committee




03718702 MON 15:38 FAX 212 450 5742 DPW 22-51 doo7

New York State Bar Association

N¥SBA  OneElK Street, Albany, New York 12207 » 518/463-3200 « http:/ /www.nysba.org
: ]
|

TAX SECTION MEMBERS-AT-LARGE OF EXECUTIVE COMMITTEE L
. . Katharine M. Brigtor Edward E. Gongalez Charlas | Kingson Daborah L. Paul Eiizabeth 4, Srnitt Gordon Wamke

2002-2003 Executive Commities Wiliam G, Cavanagh  Alyeee Grossingn James A. Locke Blli L., Reamar Datis, L Taigr I D:\fi:;J II.IE WB;nna
BAMUEL -, DIMON Benjamin J. Cahan Kenneth H. Heliner Darald G. Lublek Fhuart L. Aosow Eugene L, Voge! Victor Zonana

Das;r Ptk & Wardul Gary M. _Friedman Thomas A. Humphreys  James Roes Macdonald Lutlia B, Samusis I

pic EM Aol .ﬂ:mnua Karan Gilbreath Sharwin Karmin Charfea Margan David H, Schnabsl !

New York, NY 10017

Firet Vige.Char Ma.rCh 18-. 2002 ;

2121005 5208 ' i
LEWIS R. STEINBER:

Sacond Vice-Chalr

212/474-1656 |
DAVID P. HARITON i

gfg;%%#?ﬂ |

MITTEE [ Honorable Mark A. Weinherger
éima!ng Loanas .
L\%rm al;ildn“rratt Asslistant Secretary
aafiors Bout Recavery Department of the Treasury
chibagi, Galnu&Lmes Room 1334 MT
- Niertuie 1500 Pennsylvania Avenue, N.W.

fancy, reciice
congplam raciion & Procedure Washington, DC 20220

8 Seharictol .
orparations FB':B" Honorable Charles O. Rossotti
J. Sch Commissionet
[} L3 .
"%\jr%e‘v}vv%%mpﬂ Internal Revenue Service
Estates and Ti
e m"’%ﬂ%ﬁmﬁ%ﬁ Room 3000 IR
[=] . : . v
Finﬁ&tﬂp trments 1111 Constitution Avenue, N.W.
in AT o Washington, DC 20224
Patar H. B1aa i
o "rﬂ
% g HyS Blancharg )
Indi Sletler
N ﬂrﬂ% lan I am pleased 1o ¢nclose the New York State Bar Association Tax
M,H Gnrnaau Section’s Report No. 1007, Simplification of the Internal Revenue Code.
I'tJ Levin: . . . ; ]
wm.ama Hagﬁféh and The principal purpose of the report is to suggest a short list of
it topics that we believe are ripe for simplification. The list includes well-
. HOEBMN
mm?rx[_m Sleo and s known problem areas afiecung, 1 millions of taxpayers, such as ﬁhe
S enL ellbeum individual alternative minimum tax. Other topics, such as techmcal
ggﬂ?wg &E ‘ﬁ 0 aspects of the active business requirement of Section 353, aile;u far fewer
“Eafn@m o taxpayers but result in unnecessary complexity in structuring accepted
business transactions. Still others, such as the collapsible corporation
avid F, pahen P rp
E%lgtn fsam rales, might be termed nuisances. Whether the rules in question produce
Dile L, P kv L
o it W i "é S major problems or mere nuisances, we consider them “ripe” because we
Qng &N U
Fnanee " believe simplification could be accomplished without compromising
m:;gw%\;v ackl important tax policies.
Al
T“lg Sﬁbarherg
ﬁlnda.l!, [onohio
m Errmias
Gﬁ:‘ rﬂi Brown
MlchelIBP Scott
MPC.IL?"ryFEI usan FORMER CHAIRS QF 2ECTION; , :
Devid 5. Mrlﬂa Samutl Brodsky Ralph 0. Wingar J. Roger Mentz Williarn L. Byrke | Righard L Beinhold
U-S Activitiea of Forelgn Thatnas G. Plowden-Wardiaw Martin B. Ginabusg Witlard B. Tayler Ardhur A. Fodor Rickard C. Loengatd
" Leblang Edwin b. Jones Patar L Fabar Richard ). Hiagel Janes M, Peagie Staven C, Todrys
Emﬁ ahort ' Hon. Hugh P, Jongs Hon. Renato Beghe Cale §. Collinson John A_ Corry Harold R Handler
Petor Millar Adfrad D. Youngwaod Richard G. Conen Peter &, Canellog Aubivt H. Scarborough
dJohn E. Morigsay, Jr. Gordon D, Herdarsen Donald Sehagiro Michaal L. Schler Aebort A. Jagohs
Charleg E. Harning David Sachs Harbert L. Gamp Garolyn Joy Lea

Do the Public Good = Volunteer for Pro Bono




03718702 MON 15:39 FAX 212 450 5742 DPW 22-51 doos

The list we offer is not meant to be comprehensive; it 15 skewed
toward issues with which our members are most familiar. For instance,
we do not address the subjects of the earned income tax credit, the varying
definitions of “qualifying child,” or the complexities of calculating the
taxable portion of social security benefits. In all of these areasL persuasive
cases have been made that complexity is a problem and that approptiate
simplification should be considered. Important as these topics/may be, we
do not believe we can add meaningfully to the thoughtful dlsoussmns of
these ar eas hy others. i

To frame the discussion, Part II of the report offers some
observations on the varieties of tax complexity and the compeﬁing
concems that arise when simplification is Soughl We are in full
agreement with the frequently expressed view that the complexity of our
tax system is a major problem. At the same time, tax mmphfiQatLon is not
simple — it requires weighing a variety of concerns, Wthh at tlmes are m
tension with one another. i

The topics discussed in Part ITI of our report are fairly &pemﬁc in
nature. We also are willing to contribute to discussions of more far:
reaching reforms. For instance, we rceently commented on the Trcasury’s
“Subpart F” study and would be pleased to participate:in further dialogue
on this complex and important area. We recognize, however, that our
technical knowledge and practical experience do not translate into superior
insight on fundamental policy choices or mactoeconomic analysis.
Accordingly, we expect that any contribution we may make to\dlscussmns
of fundamental reform will be responsive to initiatives that come from
Treasury or Congress, and will be focused principally on practucal and
technical concerns that should be considered if funclamental refform is to
be implemented.

We offer this report as a “down payment™ on what we hope will be
a substantial contribution to efforts to simplify the U.S. income tax
gystem. As indicated in the report, we expect to produce follow-up reports
on some of the topics we identify. In addition, we expect to cc)nmder
simplification as we suggest topics for Treasury’s business pla!n and as we
respond to legislative and regulatory initiatives and requests fdr comment
that emerge during the year. :
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We welcome the opportunity to work with you toward ‘
smlphﬁc,at]on while acknowledging that the pD‘tEﬂtlal scope of the
enterpnse is daunting. |

Respectfully,
I

Samuel J. D1m0n

Chair
cc: Honorable Pamela C. Olson Honorable B. John Williams, Jr.
Honorable Eric Solomon Dale Collinson

Robert P. Hanson




