Tax Foundati on

2004 Annual D nner Awards

Novenber 18, 2004
Washi ngton, D.C.

Scott Hodge: | think it’s only fitting that the presenter
of this year’s private sector distinguished service award to
Lee Raynond is a man hinsel f who has won the public sector
award twice in 1988 and again in 1998. Bill Archer is Senior
Policy Analyst at Price Waterhouse Coopers where he works on
federal policy matters, trade and international tax issues. He
joined PWC after a 30-year career in the House of
Representati ves, representing, of course, the Seventh District
of Texas.

M . Archer becane Ranki ng Republican on the Ways and Means
Committee in 1988 and Chairman in 1995. He was the architect
of the 1997 Tax Bill, which benefited mllions of American
famlies. M. Archer was well known as the only nenber of the
Ways and Means Conmittee who did his own taxes, which | think
has made hi mquite a staunch advocate of fundanental tax
reform Do you still do your own taxes? He still does — ny
goodness. But it'’s alittle nore conplicated now than it was

then. [l aughter]



Last year M. Archer joined the Board of Directors of the
Tax Foundation and I’mreally grateful for the wealth of w sdom
and know edge that he has brought to our board and the counsel
and gui dance that he has provided nme throughout the year. It’s
been a great pleasure to work with himand it’s a great
pl easure to introduce Chairnman Bill Archer.

[ appl ause]

Bill Archer: Scott, if you had gone on a little bit
| onger | was afraid you were going to give ne the award for a
third time. [laughter] But thank you for a generous
introduction. | was so excited when our Foundation decided
that the Private Sector Award this year would go to Lee
Raynmond. He is one of the truly outstandi ng human bei ngs that
| ve been fortunate enough to get to knowin ny years in public
life. And so tonight he has kindly agreed to cone and accept
this award. And let ne tell you that is not sonething that
happens very often. He has the opportunity to receive a | ot of
awards but he believes that his job belongs to running Exxon
Mobil. But before | get any further into introducing himand
presenting the award I want to thank each one of you here
toni ght for supporting the Foundati on.

Thi s Foundati on does nore good on | ess noney than any
organi zation that I know of in this country. W had our board

nmeeting yesterday and | said to Scott this is virtually unique



I n American society — that a tax research group is | abel ed by
the nedia as being non-partisan. [laughter]

Just think about it. Wen have you ever seen that happen?
And yet the work of the Foundation strengthens enornously the
way that we tax in order to have a grow ng econony and a nore
productive society. And when this Foundation gives an award,
to ne, well, of course, |I’ve gotten it twice and | probably
ought not to say this. But | think that it is truly an
i nportant award because of the nature of the Foundation. But
|’ ve said how much | respect Lee Raynond and there are a | ot of
reasons why | respect him Not only is he the CEO of what used
to be the largest corporation in the world and the reason
they’re not the largest anynore is that they' re not going to
keep pulling revenue in that doesn’'t make enough profit. And
they are the largest in the world in profit.

Now | hope there’s not any press here because they’l|
probably be a headline about how the oil and gas industry is
really getting to the American consuner, but | think it’s a
great tribute to him He presided over the | argest nerger of
two corporations when Exxon and Mbil got together. And not
only presided over the nmerger but made it work and work
efficiently and effectively and that’s saying a |ot. Because

in the corporate community you’ve got a |lot of egos and to be



able to bring all of those peopl e together and have them
function effectively was no smal | task.

But beyond his capabilities as CEO of this great
corporation he is a man of unblem shed integrity. As a human
bei ng he stands out in that regard. And if every corporate CEO
inthis country was a Lee Raynond we woul d not have had the
Enrons and the Tycos and the other scandal ous activities that
have overlaid the entire corporate conmunity in a negative way.
H's judgnment is outstanding. He's smart, he’'s practical, he's
commonsense, he’s not an elitist and now it’'s appropriate that
you're a Texan, Lee, and no longer up there in New York. |I'm
sure you’'re nore confortable.

[l aught er]

But to show you how wonderful his judgnent is he’'s kept
Joe Luby on doing all of his tax work for a | ong nunber of
years. [laughter/applause] He is greatly respected by all of
t he people with whom he works, including the people who work
for himat Exxon Mdbil. But maybe that’s not saying too nuch
because if you work for the President of the United States
you' ve got to respect himtoo. And if you re working for a big
corporation | guess you can’'t say | don't respect nmy CEO but he
IS respected.

He has kept a low profile. You don’t see negative press

about Lee Raynond ever and that’'s because of the job that he



does. Tonight is really a great pleasure and privilege for ne
to present to you Lee the Distinguished Service Anard for the
Private Sector fromthe Tax Foundation and it is very, very
well earned. [If you'll conme up here | will be happy to present
this anard to you and then listen to what kind of comments you

m ght have for us.

[ appl ause]

Lee Raynond: Thank you, Bill, for that very kind
i ntroduction. | can probably take the rest of the tine to tel
Bill Archer stories but | don't think I will. And | do admt,
Bill, I was born in a red state and | live in a red state. W

had a small sojourn to a blue state for a while but we
recogni zed it was time to get home to Texas.

Bill our nation owes you a profound debt of gratitude for
many years of outstanding | eadership in the Congress and, of
course, including your service as Chairman of the House and
Ways and Means. Your fanous urging that we nust care for each
other nore and tax each other less will long be cited as a
rem nder of the wi sdomand wit you di splayed throughout your
career as a chanpion of freedom |It’'s a very special honor to
accept this award tonight and | do so on behalf of all of ny
col | eagues at Exxon Mbil around the worl d.

| also want to recogni ze and congratulate ny fell ow award

reci pient this evening, ny long tinme friend Senator Don



Ni ckels. Wrking as | do for a conpany that does pay a
significant anpbunt of taxes to anybody | can think of
[laughter] | do pay close attention to tax |egislation being
considered by the Congress. One item caught nmy attention
recently. The Congressional Record noted that Senator N ckels
was working with Senator Kyl to pass an anendnent to the 2004
Budget Resolution that speeded up the death tax repeal by one
year. This may be the only governnent tax program where the
potential claimants are hesitant to take advantage of the
accel erated benefit. [laughter/applause]

| also understand that at the end of this term Senator
Ni ckel s and his wife Linda will be conpleting 24 years of
service, tying Sen. Elner Thomas as the | ongest serving senator
from &l ahoma. [appl ause] Least we forget, when Ronal d Reagan
and Don Nickles won election in 1980, the maxi numtax rate was
70% and now it’s 35. Notable anong their long list of
achi evenents, President Reagan, Senator Nickels and their
col | eagues hel ped unshackle the U S. econony and free
i ndi vi dual s and busi nesses fromthe crushing tax burden that
had been built up over prior decades.

In President Reagan’s view governnent had outgrown its
proper role and confiscatory taxes and unnecessary and
bur densone regul ati ons were doi ng serious long-termharmto the

U S. econony. As only he could put it, governnent’s view of



t he econony could be summed up in a few short phrases — if it
noves tax it. If it keeps noving, regulate it. And if it
stops noving, subsidize it. [laughter]

Since its inception the Tax Foundati on has been a
respected and articul ate voice bringing unbiased anal ysis and
clarity to the never-ending public policy debates about taxes.
Qui ded by the core principles of sinplicity, transparency,
stability and neutrality within a pro-growmh framework the
Foundation’s economi sts and staff play a vital role by
i nform ng and advi sing our nation’s | awakers and busi ness
| eaders about tax policies that best serve the public interest
and strengthen our econom c future.

| would al so note that the Tax Foundation’s official
anni versary is al nost upon us — Decenber 5, the date in 1937 on
which it was formally organized in New York. That same year
federal spending stood at $7.5 billion. A postage stanp was
three cents and the top marginal incone tax rate was 79% The
original menbers of the Board of Directors included A fred P.
Sl oan, Chairman of General Mdtors; Louis Brown, President of
Johns Manville; and Bill Farish, President of Exxon, Mbil’s
predecessor — the Standard G| Conpany of New Jersey.

Ever since the Tax Foundati on was founded ny conpany has
remai ned steadfast in supporting its inportant work, both

financially and through the voluntary efforts of numerous



conpany executives. Today Paul Sullivan, Exxon Mbil’'s Vice
President and General Tax Counsel, sits on the Foundation' s
policy council. And Joe Luby who's been referenced earlier,
our Assistant Ceneral Tax Counsel serves on the Board of
Directors. M conpany is deeply conmtted to fostering
economic growh. Key to this is encouraging investnent and
central to driving investnment is a reliable and sound tax
policy. W believe in the efficacy and the ethical soundness
of capitalismand the free enterprise system Qur commtnent
to corporate citizenship is deeply rooted in that belief and in
t he know edge that free markets and denocratic institutions
remai n the best nodels for producing prosperity and inproving

the lives of people the world over.

We al so understand that econom c progress still depends in
| arge part on abundant and affordable supplies of energy. It
wll come as no surprise to anyone here that there is a strong

historic |ink between econonic growth and energy demand. There
Is also a w despread recognition that the devel opnent and
growi ng use of hydrocarbon fuels in the 20'" century hel p propel
ever-increasing |levels of prosperity. It was a period during
which the earth’s popul ation rose fourfold, from1.7 billion in
1900 to nore than 6 billion today. Anmong the nost significant
achi evenents was bringing a better quality of life and a nore

hopeful future to billions of people. The global econony has



grown at an average rate of about 3% since 1970 and we think it
will continue at that pace on average for the next few decades.

Wrld energy demand will grow about 1.7% each year.

Rising fromtoday’'s 220 mllion barrels per day oil equival ent
to about 335 million barrels a day by 2030, an increase of nore
than 50% i n absol ute consunpti on.

Mai nt ai ni ng sufficient energy supplies to neet the
expected grow h and demand will continue to be an enornous
chal  enge, requiring tinely devel opnent and access to resources
in all regions of the world to pronote diversity of supply and
enhance energy security. The funding required for power
generation will be even larger. Such staggering investnents
will only be forthcomng if market participants seek attractive
risk-return opportunities. The projects are huge where they're
drilling in mle deep waters in the Gulf of Mexico or building
ships the size of aircraft carriers. And investors will decide
whi ch opportunities have nerit.

Governnments will be held accountable for creating
conditions necessary to attract investnent capital in a
conpetitive gl obal nmarketplace. Forward-Iooking countries nust
foster an environnent that encourages the very large, long-term
I nvestments needed by the energy industry. Such an environnent
requires the rule of law and a predictable conpetitive

environnment. Devel oping a favorable climate for investnent,



trade and i nnovation is an essential task for devel opi ng
econom es and devel oped countries alike. W can support

conti nued econom c grow h and inprove |iving standards by
openi ng new nmarkets and seeki ng i nnovative and responsi bl e ways
to develop and utilize the world' s resources.

The Bush administration has conpleted free trade
agreenents wth a dozen countries and is working to open new
markets and elimnate trade barriers with 10 nore. These free
trade agreenents open a huge market for Anmerican goods and
services and bring benefits to Anerican workers and busi nesses.
The devel opi ng econom es of poorer nations also stand to
benefit. Governnents at all levels in every country shoul d
reject the political inpulse to adopt protectioni st approaches
that inhibit free trade.

These include neasures that |evy discrimnatory taxes or
grant special subsidies and regul ati ons that harm conpetition
and the efficiency of world markets. Governnents woul d al so be
wel | advised to heed Wnston Churchill’s adnonition that a
nation to try to tax itself into prosperity is a like a man
standing in a bucket trying to lift hinself up by the handle.

[ appl ause]

| am heartened to see that a growi ng nunber of countries

are casting aside discredited collective econom c nodel s and

enbracing a free market econom c systemthat tine and again has

10



produced significant and wi despread prosperity. U S
pol i cymakers nust see to it that tax rules do not hinder the
conpetitiveness of U S. nultinational corporations or nake it
nore difficult for themto conpete with foreign-based
mul tinational s.

Toget her with many ot her conpani es and | eaders here
toni ght Exxon Mbil believes that there is an urgent need to
correct the problens in the tax code governing U S. taxation of
international operations. It is inperative that these U S tax
rul es be amended to renove the disparity that exists in the tax
treatnment of U. S. -based nultinational conpanies and hone
country tax regines of those based outside the United States.

In our increasingly global enterprise, as political
barriers give way to econom c progress, the petroleumindustry
will be there to neet the world s energy needs. And | believe
we have the right to expect that Anmerican conpani es shoul d not
be put at a conpetitive di sadvantage by virtue of the U S. tax
code. We commend the Tax Foundation for its outstandi ng work
and service to our nation and we pl edge our continuing effort
to support the free market principles it so skillfully advances
in the tax and public policy arenas. |’m honored to be here
Wi th you tonight and | am pl eased to accept this award on
behal f of everybody at Exxon Mobil. Thank you.

[ appl ause]

1



Scott Hodge: Thank you very, very nuch for those kind
remar ks and we | ook forward to partnering with Exxon for
hopeful | y another 67 years. By that tine Luby will be
[laughter] | shudder to think. 1’mvery fortunate to be able
to introduce Senator John Kyl who will be making the
presentation of the Public Sector D stinguished Service Award
to Senator Don Nickles. As nost of you know, Senator Kyl has
been one of the nost relentless advocates in the Senate for
pro-gromh tax policies, in particular for elimnating the
estate tax or death tax.

Speaki ng of the estate tax, |ast year | heard an
interesting story fromour award wi nner Ben Cardin. | had been
giving the introduction, as | always do, telling a little
hi story and he said, gee, Donal dson Brown, that nanme sounds
famliar. He said, oh, yeah, during ny first year in the
Maryl and | egi sl ature we were facing a budget shortfall.

And we were debating whether or not to raise taxes or cut
spending and all of a sudden we get a call fromthe Revenue
Departnent and the state got this big tax windfall. And it
came fromthe estate of Donal dson Brown, one of our founders
who had | ong since retired from General Mdtors and noved back
to his home near Baltinore. Believe it or not, the nore than
$30 mlIlion paid by the estate of Donal dson Brown to the state

of Maryl and closed the entire budget gap that year. [Ilaughter]



Now while that’s certainly good for the state of Maryl and,
| would say that Senator Kyl would argue and I would join him
in that, that the econony is wirse off as a result of those
resources being taken from productive activities and given to
cl ose a one-tinme budget gap for the state. Well, Senator Kyl
is now serving in his second term serving the great state of
Arizona and I’'d like you all to give an extended wel cone to
Senat or Kyl .

[ appl ause]

Senator John Kyl: Thank you very nmuch. First of all, Lee
Raynmond congratul ati ons, a well-deserved honor of the Private
Sector Distinguished Service Award. Lee Raynond is certainly a
good exanpl e of good tax policy hel ping a snall business to
becone a profitable, nediumsize, and grow ng busi ness.
[laughter] Just think if everybody foll owed these tax policies
every small business in Anerica could be just Iike Exxon Mbbil
[laughter] But good sound advice, Lee, to us all from your
comrents and thank you very much.

Tonight is really bitter sweet for me because |I'’m | osing
one of ny best friends in the United States Senate. |1’ m | osing
ny best col |l eague on the Senate Finance Conmittee and Anerican
t axpayers are losing their strongest advocate in the United
States Senate. Don N ckles has been stalwart for sound tax

policy and fiscal policy for his entire 24-year career in the
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United States Senate. On the Senate Finance Commttee it’'s
been ny privilege to work with himfor a few years now. The
votes for you junkies — you ve seen a |ot of votes out of the
Senate Finance Commttee and they' re usually 18-2. [l aughter]

Now you can do the math. There are 21 nenbers of the
committee. Senator Kerry is never there. [laughter] And you
can guess who the two are. And sone day our positions wll
prevail |’msure when there are better advocates for them
[l aught er]

It has been ny pleasure to serve as Don’s wi ngman for many
| ost causes — | ost but correct causes for sound tax policy. |
asked Don a nonment ago, | said, Don, have you ever cal cul ated
how many trillions of dollars you have saved the Anmerican
taxpayer? And he said no | never have. It was $1.7 trillion
in the | ast Congress but | haven't gone back to calculate it
all. [laughter] Don said, of course, there were a | ot of
ot her people that hel ped too and indeed there were. But it was
Don’ s | eadership that as Budget Committee Chairnan that enabl ed
us, first of all, to establish the rules under which we could
procedurally object to illicit spending, to hold the Iine on
t he spending. And also, as Budget Chairman, to set the
paraneters for the tax cuts that we were able to adopt and
bef ore his Budget chairmanship, as a |l eader in the United

States Senate, to help to shape the tax policy. | have a |ist

14



here that would go on for far |onger than we appropriately take
tonight in honoring Don of the initiatives that he’s led on to
devel op sound tax policy in this country.

And | dare say that with the possible exception of Phi
Graham his soul mate in this effort over many years, Don has
probably been responsible for nore in the way of reduced
spendi ng and tax savings than any other senator in the United
States Senate. Let nme just cite a couple of exanples.

You’' ve all heard the stories about N ckles Mchine and
that’s where it all began. And it would be a good thing, Lee,
if there were nore business people in the United States Senate
under standi ng the i npact of taxes on business. And it was in
Ponka City, lahoma, with N ckles Machine that Don Ni ckles
began to be aware of the heavy hand of governnent on busi ness
and our econony. He understood the inpact of these policies on
t axpayers. And he understood the inpact of ginmmcks in our tax
policy.

Just take the exanple of the death tax that we just tal ked
about. Senator N ckles was the driving force behind the
current law — the unlimted marital deduction that allows one
spouse to transfer to the surviving spouse their entire estate
tax free. Don's famly had to sell off part of the Nickles
Machi ne to pay the death tax. And because of his efforts

countl ess other famlies have avoided simlar heart-w enching
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decisions. And since 2001 Don and | have worked together to
try and find a way to ensure the permanent repeal of the estate
tax and, if not, sonething that will satisfy the requirenents
of all estate taxpayers.

On dividends one of the nost inportant of the recent
achi evenents in our tax policy — the 2003 Tax Bill — where we
cut the tax rate on dividends and capital gains to 15%
Senator Nickles and | as his w ngman again actually convinced
our Senate colleagues to take it down to zero because of
wor ki ng with our House col |l eagues in the Wite House we
ultimately settled on a 15%rate -- a trenmendous achi evenent
t hat has unl eashed the power of corporate Anerica and the
i nvestnents to ensure that our economy will continue to grow.
Not only to provide substantial relief for taxpayers but to
provide terrific incentives for conpanies to finance their
busi ness operations with equity rather than debt.

As | said Senator Nickles has also been an extraordi nary
advocate for business but not in the traditional way that many
people think is appropriate. A lot of people try to suggest
gimm cks to hel p business. Don N ckles has always understood
t he fundanmental s and he’s been a vocal advocate for sound tax
policy, not ginmmcks, to support our business friends. |ndeed
we found ourselves on the short end of a |lot of votes here for

tax subsidies to various business interests.
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Senator Nickles rather has consistently advocated |ess
governnent interference in business to begin with and that
means not havi ng governnent pick wi nners and | osers but
al l owi ng the marketplace to do that. It also neans
under st andi ng that business and not the governnent is what
creates private sector jobs. And Don has been one of the best
I n argui ng agai nst what we in Congress |like to call revenue
raisers. Well you all know what that is — it’s tax increases
on the backs of sone busi ness.

Wi |l e taxpayers are | osing one of their best chanpions,
the Senate is also losing one of its nost thoughtful and
i nfluential nmenbers. Don not only ran the senatorial committee
of the Republicans in the Senate but served three terns as
Chai rman of the Republican Policy Commttee, which |I now am
honored to serve. He then spent two terns as the assistant
Republican | eader in the Senate and he capped his career by
chairing the Budget Committee. |In each of these roles Don
Ni ckl es has advocated |[imted governnent, |low tax rates, and he
has consistently been willing to debate sonme of the nost
conpl ex issues, both in the Finance Commttee and on the Senate
floor. Don’s service to his state of Cklahoma, to all U S
taxpayers and to the phil osophy of the appropriate relationship
bet ween gover nnent and busi ness underscores why he so rightly

deserves the Tax Foundation’s D stinguished Service Award. And
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| am very honored and privileged to introduce Don N ckles to
you to receive this award.

[ appl ause]

Don N ckles: Thank you very nmuch. | saw you stand up and
| thought everybody was going to |leave. [laughter] John thank
you, that was very nice. | nmeant to give you signals — how you
go short, late, but you were very, very kind. | w sh you would
have kept going. [laughter] It was very nice. Lee Raynond

it’s a pleasure to join you and be honored with you. |

conmplinmented . . . when Bill Archer said every business . . . |
guess ny col |l eague said that, | would have stayed at Nickle' s
Machine if we had been the size of Exxon Mbil. [laughter]

You have that great success. Actually you had a tine in
Okl ahoma with Exxon. Anyway ny conplinents to you for such an
out standi ng conpany. | see so many friends here and many t hat
|"ve worked with on so many issues for so many years and it’s
been a special treat. Linda and | are concluding our 24 years
in the Senate and we’ ve | oved every mnute of it. |1’ve got a
| ot of special little things — I mght share with Harry Byrd.
Harry and | served together in the Senate. Harry was the
epitonme of a gentleman senator. He also he was one that would
stand up. We would be ready to vote on an Appropriation bill -
this would be in 1981 and 1982 — and as usual sonetines the

Senate is trying to railroad sonething through and we nove this
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bill forward and we vote on it. And Harry Byrd woul d be back
there in the back and he would want just a few m nutes.
Usual ly he woul dn’t speak too long. Usually he would speak in
rather kind of a quiet way . . . but everybody would |isten.
When Harry Byrd woul d speak everybody woul d |isten.

“1 want to tell you why |I'mvoting against this bill.
This bill is growing by 6.7%and that’s too nuch.”

He convinced nme so we were the two votes that voted
against it. [laughter] But Harry Byrd . . . outstanding
service for the state of Virginia and our country. [appl ause]

And | can easily see why this group gave Bill Archer the
Public Service Award for two years. | would tell you that you
should give it to himfor many nore than that. 1’ve had a | ot
of friends, a ot of nentors, people that | had great respect
for, people | had the pleasure of serving with, working with
and frankly on the House side. The Senate and the House don’t
work too many tines together. But for whatever reason Bob Dol e
was ki nd enough to nme even though | was relatively new on the
Finance Commttee to let nme sit in himfor himl guess during
the "95 Tax Bill, which is a great tax bill. President Cinton
vetoed it but he didn’'t veto the one in '97. He tried to take
credit for it but frankly we had to crama lot of it, including
reducing the cap gains rate from28%to 20% which really

hel ped our econony.
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And | ater they were trying to take . . . they opposed that
provision | m ght add, including Secretary Rubi n and others
that were trying to say what a great job they did for the
econony. But frankly that was Bill Archer and a |ot of us on
t he Republican side who said this is really a good thing to do
for the econony.

| should tell you that nmy whole political career was
| aunched by a Denobcrat and it was on tax policy. | want to
thank Jinmmy Carter for helping nme get elected. [laughter]

It’s actual factual. | won in 1980 in |arge part

everybody says, well, it was Reagan’s year — it was, and Reagan
had coattails and he won big. But | won in Ckl ahona because

t hey passed the windfall profit tax. And | camnpai gned very,
very strenuously against that tax.

I’ma die-hard, as nost of you know, for the free
enterprise system And | thought this was the nost anti-free
enterprise piece of legislation that ever passed Congress.

That woul d tax donestic consunption production and woul dn’t tax
i nports, so you discourage donmestic production and encour age
import. | thought how absurd could you be. And $77 billion
and about eight years later, Lee, we finally got rid of it.

But | wouldn’t have won wi thout that tax so | do thank
Jimry Carter. [laughter] They're in Little Rock. [|I’mIl ooking

for my invitation. |’ msure | could have been there tonight.



| tried to help himon his "93 Tax Bill but it passed by, what,
one vote. W did kill the BTUtax in the 93 provision.
[ appl ause] But we didn’t kill the maxi mumrate.

Lee nmentioned when | was elected with Ronald Reagan the
maxi mumrate was 70% and today it's 35. Bill Archer will tell
you at the conclusion of Ronald Reagan’s termit was 28. |
absol utely | ook back at that with great awe because, Bill, the

Denocrats al ways controlled the House. As a matter of fact

t hey always controlled the House until 95 when you were
chairman. And yet we still were able to make that kind of rate
reduction and that is phenonenal — to go from70%to 28%

Corporate went from48 to 35. Those were great changes.

When | ran Nickles Machine Corporation | think, wait a
mnute, we're trying to build and grow our business but
governnent is going to take up to 70% i ndividually, 48%
corporately, and we’re tal king about building and grow ng.

But, wait a mnute, why? Before that ny wife and I had a
janitor service. | should have introduced ny w fe because
she’s put up with me for this business for 24 years and ne for
36, nmy wife Linda. [applause]

W had a janitor service and we start doing like . . . how
many people in here are self-enployed? Quite a few of you
l’mgoing to be in a couple of nonths. 1’ mgoing to join you.

Howis it? 1Is it good? [laughter] But we were self-enployed
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and we had a little janitor service. And sone of you were kind
enough . . . we had a little party the other night. Sonebody
found this in the phonebook and they circled it and it said Don
Ni ckl es Professional Ceaning Service. But we had that when we
were going to school and we did quarterly estimted taxes and,
Jim we were paying 40-sone percent with this little janitor
service. It was just nmy wife and I. She quit and it was a
real small|l business. [laughter] And the governnent was taking
so much. Wiy should we keep growi ng that business if you're
wor king half the time for governnent?

And it’'s basically the same thing. |If you re self-
enpl oyed and you have taxable income with a ratio over $25, 000,
you're at the 25% tax bracket and you pay 15.3% on top of that,
that’s 40.3. You pay state incone usually at 6% or 7% and
that’'s 47% for any additional dollar you make. Ww that’'s too
high. So sone of us do believe in fighting to | ower margi na
rates. We think in essence it’s a fight for freedomand so we
have made sone progress. W have got the rate back down. Bil
Clinton took it up to 39.6 and we finally got it back down to
35. We did that in the '03 tax bill

Let me tell you, in fight those battles — and that was a
tough battle — the "03 tax bill . . . the 01 passed but the
01 was phased in so slowit didn’'t have the econom ¢ punch we

really wanted it to have. The econony was still pretty nuch in



t he dol druns and so what can we do in 03 that would really
hel p the markets and really help the econony. So we said let’s
accelerate . . . the tax cuts are already in the pipeline.
Those were tough fights. | wll tell you when you're in a
tough fight and you' re on taxes there is no matter ally then in
the country than to have Senator John Kyl on your side. And we
fought those fights and we won. [appl ause]

And I'd be remiss . . . | want to thank President Bush; he
i ntroduced ne to introduce that bill and the first thing we did
was have Zell Ml ler be ny principal cosponsor and without Zel
MIller s help we wouldn’t have passed that bill either. And |
made a speech today conplinenting himfor his service. | said
think of this, we passed that bill with ny support and Chuck

Grassley’s support — we passed it by one vote in the Senate in

June of ’03.

When we started taking up that bill . . . when we
i ntroduced that Bill, Dow Jones was at 7700. Dow Jones today
is at 10,500. That bill accelerated the tax cuts that were in

the pipeline that, frankly, hadn’t happened. W had al ready
taken the 15% bracket and nade the 10%-- we had al ready done
that. We did that immediately. W did it retroactively. For
upper incone you heard John Kerry say, oh, yeah, we gave al
this big tax cuts for the upper incone. But upper inconme, up

until that point in 2003, they had a one-point reduction. It
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went from39.6 t 38.6 — one point. In the "03 bill we said
| et’ s go ahead and have sone inpact.

Let’s go ahead and make it 35. | know during the canpaign
he said, oh, no, that’s big tax cuts for the wealthy. Well,
wait a mnute, it was 31%being in Bill Cdinton’s termand now
it’s at 35. Thirty-five happens to be the sanme rate that Exxon
Mobi | was paying. | didn't think individuals should have to
pay nore than Exxon Mbil. [laughter] | still believe that.
And so we were able to do.

W also did a couple of other things. W realized that we
taxed corporate distributions higher than any other country in
the world. W're tied with Japan because we doubl e tax
di vi dends. And so, as John nentioned, we passed in the Senate
a zero tax on individuals because we already tax corporately on
corporations 35% W cane out of conference at 15% and that’s
still a big inprovenent and we cut cap gains to 15% And |
think largely as a result of that you ve seen a big market
appreciation. You ve seen over a couple mllion jobs created
the | ast couple of years. And, again, it was because of John
Kyl. It was because of Zell MIler. It was because of
President Bush and | think we nade a difference. So taxes do
make a difference.

John nmentioned that | was involved in 1981 in the big tax

bill and | was. | was a freshnman senator but | |earned the
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hard way. My dad had died in 1961. W had N ckles Mchi ne
Cor poration and the governnent said we want a bi g chunk of
this. This was a small fam |y-held business that had machi nes.
Those were our assets and the governnent said we want about a
third of it. W fought the governnment for seven years and the
government eventually won. W ended up settling. | wanted to
send them parts but they wanted sonething else. [laughter]
And | had a vendetta and that’s one of the reasons why I
decided I wanted to get involved in governnment because |

t hought governnent you’'re supposed to protect property not
confiscate it.

And there is sonething fundanmentally wong when you work
all your life or ny dad did and ny granddad did and ny dad dies
and so the governnent says, hey, we want half. So | have a
real burr under ny saddle to do sonething. W did get this one
change in the 1981 tax bill when Bill Archer and others were
able to bring the tax rate at that step from70%to 50%-- a
big step in the right direction. There was one little

provi sion that said that surviving spouses pay no federal

estate tax. | think a great pro-famly, pro-business, pro-free
enterprise change. | told sonebody | can change the way you do
your estate planning. M hone in klahoma, frankly, | put our

hone in Linda’s nane so she wouldn’t have to pay the state

taxes if | died. Since we passed that exenption it’s not so
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necessary so | tried to get the nane back in ny nane.
[laughter] [1'mgoing to get in trouble for that.

|"mexcited when | | ook at the future. W nade sone
changes. Yes we have a 15% tax bracket now on corporate
di vi dends and 15% on cap gains, those expire at the end of ’08.
Presi dent Bush is now saying we need to reformthe tax code and
he’'s | ooking for a private sector group to give himsone
advice. | will just tell you, | don't think anybody coul d head
t hat group anybody than Bill Archer and | hope he has that
responsibility — a big responsibility — with some outstandi ng
advice. |’'mexcited about that.

| look at the tax code. The tax code is so conplicated.
W worked on it. |[|’'ve always said we wanted to sinplify it and
we haven't done that. As a matter of fact if you | ook at the
tax code it’s about yea thick. [It’s very conplicated; you
can't fix it a paragraph at a tine. | conpare it to the Bible.
The Bible is about yea thick. And unlike the Bible the tax
code contains no good news. [laughter] So | really hope and
I’mexcited with President Bush’s | eadership and | think it
will take his very strong | eadership, and it wll take
outstanding work froma | ot of people |ike Mark Fraiser and
Russ Sullivan . . . Rachel Jones . . . | hope she's going to be
working with me. [laughter] Lisa is back there, Lisa Wiskey

does a fantastic job for Senator Kyl. | think with sone
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out standi ng staff work and a | ot of good input from people who
real |y understand the system we can do so nuch better.

This tax code is far too inequitable. It’s far too
confusing. It is far frombeing fair or flat. W have sone
wages that we get credit for and we have sone you have to
anortize — howsilly is that? W have sone inconme that is
exenpt and sone incone we tax twice. There is so nmuch we could
do. You could cut the rates in half if you taxed all incone
once. | appreciate the fact that Teresa Heinz had mllions of
dollars that is tax exenpt but | just want to tax it once
[laughter] and you cut the rates way down. So | just think
there is so nmuch that can be done to make it better, fairer
system And |’ m excited about that.

|’mglad that our president is taking the |eadership to do
it, and 1’ m honored by receiving this award with ny friend Lee
Raynond. |’ m honored, frankly, when | | ook around the room and
see so many people that I’ve had the pleasure of working with
for so many years on so nmany issues. | say this in al
sincerity, it’s absolutely been a pleasure and frankly a real
thrill to be working with you on what | think is a very good
cause — the cause of preserving, protecting, expanding our
freedom Thank you very much. God bl ess you.

[ appl ause]
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Scott Hodge: Are you sure you don’'t want to stay for a
few nore years? [laughter] Just as things were getting good.
As we conclude this evening I1'd like to thank all of you here
toni ght for making the 67'" Annual Award Di nner a smashing
success. Thanks to all of you and I would like to thank the
staff of the Tax Foundation. |[If you could all stand — Julie
Burden in particular [applause]. Everybody knows Julie by now.

As fornmer Congressman Tom Fol ey once said, if you don't
drink or snoke or drive a car, you're a tax evader. [l aughter]
Vell, in honor of M. Foley I'd like to invite everyone to join
us across the hall in the Dunbarton Room for a post-dinner

reception. Drinks are on us and snoke ‘emif you' ve got ‘em
Now be careful when you drive. Renenber the words of noveli st
Robert Heinlein [phonetic] — be wary of strong drink. It can
make you shoot at tax collectors and mss. [laughter] | | ook
forward to seeing all of you next year at our 68'" Annual Di nner

and to Senator Byrd [phonetic], we |ook forward to seeing you

at your 49'" Tax Foundation Di nner
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