Letter from Reps. Manzullo and Toomey Regarding the Problem in the Growth Package with Dividends Paid by Non-Domestic Corporations
May 7, 2003

The Honorable J. Dennis Hastert

Speaker of the House

U.S. House of Representatives

H-232 The Capitol

Washington, DC 20515

Dear Speaker Hastert:


We have been watching with great interest the progress of the President’s tax cut (H.R. 2, The Jobs and Growth Tax Act of 2003) in the House.  As you know, the full Committee on Ways and Means approved this 10-year, $550 billion tax cut last night.


We applaud many of the provisions in the bill, including the acceleration of the reduction in individual tax rates and the hugely important increase in small business expensing.  However, we must raise a very strong reservation against a portion of the proposal related to the tax on dividend income for individuals.


The Joint Committee on Taxation’s  summary of the relevant provisions states that: "Under the proposal, dividends received by an individual shareholder from domestic corporations are treated as net capital gain for purposes of applying the [new] capital gain tax rates....[D]ividends will be taxed at rates of five and 15 percent, the same rates applicable to net capital gains." [emphasis added]


If passed in this form, the bill would severely disadvantage many American investors, particularly small investors, seeking to diversify their stock portfolios and foreign companies operating in the United States.  Many of these companies, like Daimler Chrysler in Illinois and Mack Trucks of Pennsylvania, employee hundreds of our constituents, and these employees would be penalized for investing in their own company.  This is outrageous.


 Please do all you can to help ensure that when this bill is considered on the floor, our conference will not have to ask our Members to vote to hurt these workers.  This is an important part of their retirement income and this is exactly the group of Americans that Republicans of all stripes have pledged to aide with this legislation.  Thank you for your time and consideration in this very important matter.






Respectfully,


Donald A. Manzullo





Patrick J. Toomey


Member of Congress





Member of Congress
