August 4, 1995

that you will all join me in saying
thanks to Lorraine for a job exception-
ally well done.

PERSONAL EXPLANATION

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California [Mr. FILNER] is
recognized for 5 minutes.

Mr. FILNER. Mr. Speaker, | was unable to
attend the session on Thursday, August 3,
1995. Had | been present, | would have voted
as follows: 618—“no”; 619—"yes”; 620—
“yes”; 621—"no”; 622—"yes”; 623—"no”;
624—"yes”; 625—"yes"; 626—"no”.

VIACOM REVISITED: REPEAL OF
THE TAX CERTIFICATION PRO-
GRAM

The SPEAKER pro tempore. Under
the Speaker’s announced policy of May
12, 1995, the gentleman from California
[Mr. DixoN] is recognized for 60 min-
utes as the designee of the minority
leader.

Mr. DIXON. Mr. Speaker, before we
leave for the recess, | wanted to take
the opportunity to revisit our actions
on February 21. On that day the House
passed H.R. 831. The legislation ended a
very successful minority tax certifi-
cate program and scuttled Viacom
Inc.’s plans to sell its cable systems to
a minority broadcasting company.

This was done under the guise of pay-
ing for a 25 percent health insurance
tax deduction for the self-employed.
Proponents of the move claimed that
$1.3 billion would be saved by ending
the minority tax certificate program.

I strongly support legislation to en-
sure the deductibility of health insur-
ance costs. However, | voted against
H.R. 831 because the bill eliminated a
program that provided minorities with
the opportunity to own broadcast prop-
erties.

As a result of the elimination of the
minority tax certificate program,
Viacom has structured a new deal. Last
week it was reported that Viacom has
moved to rid itself of its cable systems,
this time without selling to a minority
entrepreneur. And guess what? There
will be no addition of capital gains
taxes to the Treasury.

My question is: What have we accom-
plished by repealing the tax certificate
program, other than preventing a mi-
nority from owning Viacom'’s cable sys-
tems and reducing opportunities that
future minority companies have to own
broadcast properties?

For my colleagues who do not re-
member, let me recap the events. In
January Viacom announced that it
would sell its cable television systems
to a partnership that was led by an Af-
rican-American communications entre-
preneur. That deal was ended by those
who opposed a capital gains tax benefit
that Viacom would have received for
selling to a minority.

Representative BUNNING of the Ways
and Means Committee explained the
Republican’s reason for ending the tax
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benefit when he said ‘“to pay for the 25
percent deduction, the bill repeals sec-
tion 1701 of the Tax Code, that allows
the FCC to issue tax certificates to
companies that sell telecommuni-
cations properties to businesses with
minority interests.”’

The tax benefit sought by Viacom
was part of the Federal Communica-
tion Commission’s tax certificate pol-
icy program. Created in 1943, it has
been used for a variety of reasons. In
1978 the FCC began using the program
to promote the sale of radio and tele-
vision stations to minorities.

This program has been successful.
From 1978 to 1995, the program resulted
in increasing minority ownership of all
broadcast properties from only 0.5 per-
cent to 2.9 percent.

If the January Viacom deal had gone
through, the FCC would have issued a
tax certificate to Viacom. Viacom
would have sent the tax certificate to
the Internal Revenue Service and
would have deferred paying capital
gains taxes on the deal. The new
Viacom deal will have essentially the
same effect on the Treasury as the
original deal—a deferral of tax reve-
nue.

Although Republicans wanted to use
the revenue to pay for the health insur-
ance deduction, all the program’s re-
peal has done is hinder minority access
to capital and to broadcasting.

During debate on H.R. 831, Ways and
Means Committee Chairman BILL AR-
CHER said that ‘‘the cost of the deduc-
tion’s permanent extension is fully
funded by several provisions which will
greatly improve our Nation’s tax
laws.”” |1 do not see how ending the mi-
nority tax certificate program im-
proves our tax laws when doing so only
serves to impede minority access to
ownership of broadcasting operations.

The Joint Committee on Taxation
calculated that extending the 25 per-
cent health insurance deduction for the
self-employed would cost $2.9 billion
between 1995 and 2000. The committee
also calculated the repeal of the minor-
ity tax certificate program at $1.3 bil-
lion over five years, nearly half the
revenue needed for the health deduc-
tion. If other deals are made to avoid
paying capital gains taxes, where does
that revenue come from?

While you may need an expert tax at-
torney to grasp the intricacies of the
new Viacom deal, the results are easily
explained. Viacom achieves its goal of
paying no capital gains taxes and
eliminates a large portion of its debt.
TCI benefits by expanding its portion
of the cable television market.

There is no benefit to the Treasury;
no payment for the self-employed tax
deduction; and no chance to expand mi-
nority ownership in broadcasting.

Let me be clear, there is nothing un-
usual about a company structuring a
deal to avoid paying taxes. It happens
all the time, and certainly proponents
of ending the tax certificate program
know that.

I believe that it was disingenuous for
the Republicans to use the repeal of
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the section 1071 program to “‘pay’’ for
the health insurance deduction. There
was no basis for acting on that assump-
tion. Witnesses at hearings on the tax
certificate program alerted them to
the problems with that assumption.

Raul Alarcon, Jr., the president of
the Spanish Broadcasting System had
it right when he told the Ways and
Means Committee:

It cannot be assumed that, but for the tax
certificate program, each and every sale to a
minority owner would have generated tax
revenues in the year of the sale. Many own-
ers would not sell their properties at all if
they couldn’t defer the taxes—or they would
search for other tax-favored ways to sell
their properties.

Beyond paying for H.R. 831, Repub-
licans also argued that the minority
tax certificate program should be re-
pealed because it is unfair. This is cer-
tainly not true. Mr. William Kennard,
general counsel for the FCC, pointed
out that the tax certificate program is
not a quota. It is not even a set aside.
As he said, ““It is a minimally intru-
sive, market-based incentive which has
worked.”” The program has helped mi-
norities overcome, in Mr. Kennard’s
words, the ‘‘greatest obstacle to owner-
ship—attracting the necessary cap-
ital.”

During the February 21 debate on the
measure, Chairman ARCHER said that
tax benefits should not be conditioned
on classifications such as race or eth-
nicity. “Our tax laws should be, as |
am, color blind.”

The color blindness of the tax code is
not the point. The point is that the tax
code is used for a variety of public pol-
icy goals, such as savings and invest-
ment. It was good public policy to use
the tax code to enhance minorities’ ac-
cess to capital and to encourage minor-
ity entrepreneurship.

In response to the concerns raised
about tax certificate abuse, Ways and
Means ranking member SAmM GIBBONS
and Representative JiIM MCDERMOTT of-
fered a substitute to H.R. 831 which
preserved health insurance deductions
for the self-employed and reformed the
tax certificate program.

The substitute would have capped the
amount of capital gains taxes that
could be deferred under the tax certifi-
cate program at $50 million and made
significant reforms.

The Republicans opposed this alter-
native. An alternative which address
concerns about abuse of the program—
without completely dismantling the
certificate program.

So what did the bill do? It eliminated
a program which helped minority com-
panies gain a foothold in broadcasting.
It did not fund the health insurance
tax deduction TCI, the Nation’s largest
cable systems operator, becomes even
larger.

With the new Viacom deal in the
works, where is the Republican opposi-
tion to another huge deferral of capital
gains taxes? Where are the calls for
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