2004: The Year In
Microbusiness Policy

Legislative Report on the 108™ Congress,
Second Session

December 20, 2004

Prepared for The MicroEnterprise Journal
by Dawn Rivers Baker






Table of Contents

OV VBV . ot e e e e 1
Special IssueLegidation . ... e 4
SBA Re-authorization ............. ... i 4
TheFiscal 2005Budget . ... 7

Other legidativeinitiatives . .. ... ... e 12
H.R. 2432 - Paperwork and Regulatory ImprovementsAct . ... ... 12

S. 2163 - Small Employee Health BenefitsAct ................ 13

S. 1736 - Streamlined SalesandUse Tax Act . ................ 13

H.R. 2345 - Regulatory Flexibility ImprovementsAct .......... 14

H.R. 1873, S. 2433 - Equity for Our Nation's Self-Employed Act . 15
H.R. 4341, S. 2468 - Postal Accountability and Enhancement Act . 16
H.R. 4840 - Tax Simplification for Americas Job CreatorsAct ... 16
S. 2463 - Tax Code Termination ACt . . ..., 17

S. 2834 - Small Business Compliance Assistance Enhancement Act 17

About TheMicroEnterpriseJournal ......... ... ... .. iiiiiiannen.. 19



Overview

Inlast year’ sLegidative Report, wenoted thelack of action that had madethefirst session
of the 108" Congress afairly disappointing one for legidation that might be expected to
help microbusinesses. The second session turned out to be more or lessthe same stuff,
different day.

House Small Business Committee Chairman Don Manzullo (R-IL) continued with his
single-minded focus on small manufacturers, with occasiona bresksfor other things, and
the Senate Committee on Small Business and Entrepreneurship spent most of the sesson
twiddling itsthumbswaiting for House action on the Smal BusinessAdminigtration’sre-
authorization legislation.

Thetortuous process by which the SBA finally got itself re-authorized, and the equally
painful process of securing itsfiscal 2005 budget were the big microbusinesslegidative
storiesfor theyear. But there sanother story here, and that isan darming deterioration of
relations between the House and Senate, as well as between Republicans and Democrats,
that has occurred during President George W. Bush' sfirst term, and has accel erated rather
adarmingly during thismaost recent Congressional session. It has been asad thing to watch.

There aremulltiple reasonsfor the worsening relations among everybody on Capitol Hill
who purportsto care about small businesses. For starters, the fabled bipartisanship of
these Committeeshaspretty much gonedown thedrain, partly because of the strong-arm
tactics favored by House Mgority Leader Tom DelLay and partly because of the
candidacy of Senate Small Business Committee Ranking Member John Kerry (D-MA).

Onemight beforgiven for coming to the conclusion, after watching Congressman Manzullo
in action during the past year, that he has ambitions within his party. With the House
flexing itsmgority musclesin frankly hypocritica fashion (in light of their complaints about
the same sort of thing whenthe Democratswerein charge), Chairman Manzullo evidently
decided that he was going to climb onto the bandwagon and be a good Republican, at the
expense of hisworking relationship with Ranking Member Nydia Velazquez.
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That choice manifested itsalf in two ways. First, Manzullo was charged by the House
leadership to do his mite to revive small business manufacturing, and he has been
completely focused on that task for both sessions of the 108" Congress. In doing so, he
hasturned adeaf ear to the clamsthat amost every other small businessissue— except
those perennial GOP favorites, taxes and regulations — might make on his time and
attention.

He has dso apparently been turning adeaf ear to Committee Democrats and, in particular,
to Ranking Member Veldzquez. It has been very clear in her communicationswith the
press that she has spent much of this session in an agony of frustration at the way her
colleagues across the aisle have been ignoring her and her fellow Democrats.

Anillugrativeand illuminating casein point istheway both House and Senate Democrats
werefirmly excluded from the process by which the SBA re-authorization finally got
passed. We'll look at that a bit more closely in a moment.

Over in the Senate, the problem was allittle different. Olympia Snowe, Republican of
Maine, cannot be said to be yet another of those Congressiona yes-men. Infact, shehas
repeatedly made headlines as one of the few moderate Republicansin the Senate who
have been giving President Bush migraines over the last few years.

That doesn’t mean that she’ sbheen ableto do much. For onething, shesitson afew high-
powered Committeesthat take up abit moreof her timeunder thisAdminigration, likethe
Senate Finance Committee. Then, too, the Senate Small Business Committee has spent
much of the year waiting for the House to passitsversion of the SBA re-authorization.
Therewerelegidative proposas Sitting in the pending tray in the Senate that they weren't
going to tackle until that big job was done.

Inaddition to that, there wasthe dight complication presented to the Committee by thefact
that its Ranking Member was running a campaign to oust the current Administration.
Running for president left Senator Kerry with little time to devote to the Senate Small
Business Committee, afact that does not seemto matter much sincehedidn’t realy miss
anything.
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Parentheticdly, itisinteresting to note that both candidates on the Democratic presidentid
ticket were members of this Committee. Under the circumstances, you might have
expected the Kerry/Edwards campai gn to make more of aplay for thesmall businessvote
sncesmdl businessissueswere so obvioudy aparticular strength of theticket. They didn't
dothat, however; | can’t even begin to speculate asto why. And, while I’ m not prepared
to say it cost them the eection, | am willing to venture the opinion that the failure to court
small business voters didn’t help them, either.

Senator Edwardsis gone now but Senator Kerry will be back next month to resume his
position as Ranking Member of the Senate Small Business Commiittee. If it turns out that
the Committee becomes more active during the 109" Congress, wewill al get to specul ate
at thistime next year asto whether his absencein 2004 was an important factor in the lack
of activity from the Committee.

Between these two i mpedimentsto smooth rel ations on both these Committees, not only
has relatively little been definitively accomplished but the normally statesmanlike
bipartisanship for which they were both noted has taken a serious hit. It isn’t all that
unusual for political watchersto seelawmakersbreak out in abad case of the nasties, but
it was unusud for it to happen with respect to the House and Senate Small Business
Committees. That is, up until the second session of the 108" Congress.

The only remaining question now iswhether this entire soap operahas|eft abad tastein
anybody’ smouth. I’ ve heard from some sources on Capitol Hill that alot of what has been
going on hereinvolvesthe SBA’s Congressional Relations people, manipulating and
maneuvering and playing Republicans againg Democratsand playing theHouse againgt the
Senate, dl in order toimplement policy without having to explain itsrationa e to anybody.

Inthe best of al possibleworlds, it would be good if members of both these Committees
managed to riseabove al the political nonsense and remember the small business owners
they are supposed to be serving. And it might help that the 109" Congresstakes up its
business without alooming major election cycle hanging over its head.

Overdl, asl mentioned, thereweretwo big smal busnessstorieson Capitol Hill thisyear:
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the SBA re-authorization and the fiscal 2005 federal budget.

Special Issue Legislation

SBA Re-authorization

The Journd spent quite abit of timeand virtua ink in 2004 telling the often convoluted tale
of re-authorization of the U.S. Small Business Administration. There was agood reason
for that, too. The agency’ s Congressional authorization had expired at the end of fiscal
2003 and it seemed to be taking an incomprehensibly long time to get this routine chore
done.

| have been chided for focusing on it theway | did, though, most notably by some staff
membersfrom the House Smdl Business Committee mgority. “ It isimportant to remember
that spending on the SBA and SBA programs are not thebe-all and end-all in terms of
assistance the federal government can provide to small businesses and
micro-entrepreneurs,” wrote Committee Deputy Chief of Staff Phil Eskdlandin aletter re-
printed in the Journal’ s October 24™ issue.

And that is certainly true. On the other hand, | have been assured repeatedly by some of
my other sources on Capitol Hill that the bottleneck on small business legislation,
particularly in the Senate, had lessto do with “obstructionist Democrats’ than it had to do
with a sense that there was little point in working on other pending small business
legislation, like the Independent Office of Advocacy Act, when the legidation re-
authorizing the Office of Advocacy (for example) hadn’t been passed yet.

The process by which Congressre-authorizesthe SBA hasn't changed any. Lavmakers
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convene aseries of hearings and/or roundtablesto ascertain how the various programs are
doing, whether or not they are proving to be cost-effective aswell asjust plain effective
at whatever they are supposed to be doing to help small business owners. They write
legidationtofix whatever isn't working, to re-authorizethe programsthat areworking, and
to adjust funding levels for things like inflation.

For most of its history, getting this sort of legidation passed is not great chore, either. It
gets passed out of Committee, usualy unanimoudy, and is brought to the floor without
much hoopla. Brought before the entire House or Senate, the relevant legidation isaso
usually passed unanimously. Piece of cake.

And that’ s pretty much the way it happened in the Senate, too. They had got their re-
authorization choresdonein such atimely fashion last year that, if the House had donethe
samething, theagency wouldn’t have had to spend asingle day operating under continuing
resolutions.

Unfortunately, the House Small Business Committee decided to usethe occasion to draft
a comprehensive overhaul of the SBA which would, according to press statements
distributed at the time, modernize and streamline the agency. | call it unfortunate not
because the agency didn’t need the overhaul but because of what such atask entailed.

Whenyou rewritethe Smal BusnessAct likethat, you wind up drafting legidation that will
need to be reported out of more Committees than just the Small Business Committee. |
suspect that, if this job had been able to remain within the House Small Business
Committee, it wouldn’t have cause anywhere near as much heartburn among the players
inthisdramaasit did.

After stting on it for about five months, the House Committee on Government Reform
passed it out of committee without making any overt changestoit. They didn’t need to
becausethey had spent that timein behind-closed-doors negotiating sessionswith Small
Business Committee staffers working through the provisions that they didn’t like.
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The results made the Republicans happy but caused Congressvoman Velézquez' s hair to
catch fire, and she spent most of the rest of the session trying to create pressure to bring
the original H.R. 2802 to the floor of the House for a vote. She charged that all the
provisionsin H.R. 2802 that were supposed to deal with contract bundling and general
procurement issues had been gutted. Between that and the campaign to takethe 7(a) loan
program to a zero-subsidy program, she ended up pulling her support from the bill.

(We'll get moreinto the zero subsidy issue when wetakealook at the budget in the next
section.)

Findly, in September — amost ayear to the day after the SBA’ s authority originaly
expired — there came an announcement that Small Business Committee saffersfromthe
House and Senate mgority had gotten together and crafted anew, less controversid SBA
re-authorization bill. Or, as| put it in the September 27" issue of the Journal, “I'm told that
thefolksin the Senate got tired of twiddling their gppendages waiting for the House to get
its act together ... .”

Even then, thelegidation didn’t makeit to thefloor for aseparate vote. Instead, it was
folded into that infamous Onmibus A ppropriationsbill that made headlines because of the
thingsthat werefolded intoiit that wouldn’t have been passed if lawmakers actuadly had
time to study the entire bill before voting on it.

Fortunatdly, the SBA'’ sre-authorization doesn't fal into that category. Unfortunately, this
re-authorization does nothing to make the agency better at doing what it is supposed to be
doing, that is, serving smal business owners. In the end, both Microloan and the Program
for Investment in Microenterprise (PRIME) grants were re-authorized. The business
management training programs emerged from the process more or less unscathed.

There-authorization legidation a so fixes the funding for the Women' sBusiness Center
program, specificaly the sustainability grantsthat were causing such concern during most
of 2004. Origindly, thesustainability program waswritten when most of theWBC funding
was needed to get new centersup and running and arel atively smal percentage of funding
dollarswere set asde to sustain established Centers. Now that the program has matured
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abit, the number of Centersthat qualify for sustainability grantshas gotten large enough
that there wasn’'t enough money being set aside for those grants. This bill fixes that.

And the Bush Administration got its way on the 7(a) program. It has gone to a zero-
subsidy basis, meaning that the fundsfor thoseloan guaranteeswill be coming from fees
charged tolendersand borrowers. Fortunatdly, the language preventsthe SBA from hiking
borrower fees beyond the feeincrease that happened at the end of fiscal 2004, when the
temporary feereduction expired. Unfortunately, that placesthe entire burden squarely on
the shoulders of thelendersand some areworried that the increased feeswill drive some
lenders out of the program. Asto that, only time will tell.

The Fiscal 2005 Budget

Under normal circumstances, the Journa doesnot spend al that much time on the federa
appropriations process. On average, wegiveit one or two articles covering not what was
funded but how much funding was proposed. Infact, for most of itshistory, the Journa did
not always follow up to document the difference between funding proposal and fina
Congressional appropriation.

In 2004, that changed because the Bush Administration did something it often does:
proposed to eliminate a program by zeroing out its funding. And, in this case, the
Administration was taking comprehensive pot-shots at microbusinesses. In fact, what
President Bush' sfiscal 2005 budget proposal proposed wasto movethe Small Business
Adminigtration away from everything it doesin therealm of microenterprise development.

SinceI’'mnot exactly “in” with thisAdminigtration, I’ ve never been able to get anybody
to give me an honest explanation of why they have such hogtility toward microbusnesses
and, specifically, to low-income, minority entrepreneurs.

Of course, thereisthe conservative philosophy, which holds that small business owners
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just ought to be able to make ago of running asuccessful small business without any help
from the government. Evidently, this philosophy doesnot consider the matter in terms of
making aninvestment that isproven to have spectacul ar returnsin both direct revenuesand
indirect tax savings. That’ sbecauseit isaphilosophy that does not redlly have much to do
with money; itisapure philosophy position underpinned by abdlief that the government
should not be doing most of what it currently does.

Anacther matter, which was brought to my attention during an interview back in March with
Jeff Reynolds of REAPiNn Nebraska, isthat many peoplein government and in economics
consider that microenterprise development is social work rather than economic
development. If you look at it that way, then support for microenterprise development
ought to be coming from the Department of Health and Human Services rather than from
the Small Business Administration.

Whatever the explanation may turn out to be, it has been pretty clear for sometime now
that the Administration would like nothing better than to get rid of the Microloan program
and the PRIME grant program. Nevertheless, the proposal in thisyear’ s White House
budget submitted to Congressin late January, dropped like abombshell when it was seen
that there was no funding for Microloan, Microloan technical assistance or PRIME.

In addition to the proposal to eliminate Microloan and PRIME, the President asked for
zero funding for 7(a), which was an early indication that the Bush Adminigtration had made
upitscollective mind to take 7(a) to azero subsidy program. Overdl, theorigina budget
proposed a 15% cut to the SBA budget, down to $687.4 million from the $718.3 million
appropriated in fiscal 2004.

Neither leader of the Small Business Committeeswasparticularly thrilled by thisproposd.
In the House, Congressman Manzullo was cautiously supportive of the zero-subsidy
proposa with the caveat that he did not hold with the Administration proposal to raisefees
for borrowersin order to accomplishit. In thisopinion, he wasjoined by his counterpart
in the Senate, Olympia Snowe.

Asfor Microloan, that wasatalein and of itself. The SBA was spinning this particular
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proposal tothe pressas* not realy what itlooked like.” Their officid position wasthat the
President had not redlly proposed to éiminate the Microloan program; they were smply
going to fold it into the 7(a) program. Since the SBA Express edition of the 7(a) loan was
specifically designed to make smaller loans available at lesscost to the government, it
would be more efficient to just make it all one big happy program.

Of course, anybody who knows anything about microlending will recognizethisspinfor
the nonsensethat it is. Probably the biggest difference between 7(a) loans and Microloans
isthat microlendersare not banks. For the most part, abank wouldn’t touch aMicroloan
Intermediary’ sloan portfolio with aten-foot pole — afact to which both the banks and
the Microloan Intermediaries have repeatedly testified before both Committees.

Microlenders mitigate the greater risk they assume in making loans to “unbankable”
microbusiness owners by marrying thefinancing to atechnical assistance component,
through which hand-holding they increase the likelihood that the loan will berepaid. Yes,
that makes the administration of Microloans more expensivethat of 7(a) loansbut it also
provides access to capital for a set of business owners who could not qualify for 7(a)
loans.

Andthat, initsturn, opensthe doorsof small bus nessownership to whole popul ationsthat
had previoudy been excluded from that kind of a stakein the U.S. economy. Besides,
whileMicroloan iscertainly more expensivethan 7(a), it isstill alot less expensive than
most other things in the federal budget.

Asfor the technical assistance written into the program, SBA Administrator Hector
Baretto indicated during my interview with him in October 2003 that he considered that
requirement to be abad thing— or hefelt that small business owners consideredit to be
abad thing. Heextolled the virtues of making thesmaler loansavailablewithout having to
deal with the technical assstance. And that might be perfect for some small businesses.
However, there are even more microbus ness ownerswho would actudly prefer to get that
assistance, with or with theloan. If therewas ever any need for evidence of the degreeto
which the SBA does not understand the needs of microbusinesses, that attitude would
provide it — in spades.
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Onthisone, even that quintessentid party guy, Don Manzullo, balked. Inhisbudget views
and estimates | etter, Chairman Manzullo wrote: “[1]t difficult for the Committee to
understand how the typica Microloan borrower will be better served by this proposal if
(2) the Microloan program isabolished; (2) feesinthe 7(a) program are doubled; and (3)
technical assistance spending inthe SBDC, WBC, and SCORE isnot even increased by
$1 to accommodate these new clients.”

That pretty much saysit all.

Meanwhile, these proposal's caused the advocacy efforts of the Association for Enterprise
Opportunity (AEO), the nationa microenterprise development industry trade association,
to kick into high gear.

It became pretty clear early on that drumming up support on the Small Business
Committees themselves was unnecessary. Instead, they focused on the House
Appropriations Committee and the Senate Budget Committee, with letter-writing
campaigns and tel ephone campai gns and a concentrated spate of [obbying during what
they called their Microloan Advocacy Days last June.

After getting a bit of a scare when the House Appropriations Committee approved an
SBA budget without funding for either Microloan or PRIME, proponents saw alast-minute
save when the House adopted an amendment to the Commerce-Justice-State budget bill
that restored funding for both programs.

The House dso reinstated funding for the 7(a) subsidy because at that stage of the game
it seemed that everybody was on the same pagein terms of wanting to either keep the
Congressional appropriation or set up the zero-subsidy with aprovision that would keep
the SBA from raising borrower fees.

After that, wedl got to gnaw on our knucklesfor awhile, as Senate lavmakerswent home
for the August recesswithout getting their budget choresdonefirst. Andintheend, matters
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pretty much turned out the way we predicted they would. Congresswent the Omnibus
Appropriations route, the Senate |eadership kept the process from getting bogged down
by doing much of its negotiating behind closed doors and, to adegree, the SBA budget
that was finally approved was much the way it was when approved by the House.

Except that the budget findly approved was significantly smaller than what was approved
by the House or the Senate, or even what was originaly requested by the White House.
Congress gppropriated only $579 million for the SBA, which isadrop of about 19% from
fiscal 2004 levels. The bulk of that budget cut came about because the Bush
Administration did get itsway on taking 7(a) to azero subsidy program, thanksto an
automaticloan feeincrease that kicked in when post-9/11 fee reductions automatically
expired. That, by itself, shaved a cool $70 million or so from the SBA’s budget.

Ontheother hand, Microloan wasfunded at $1.4 million to support $15 millioninloans,
Microloan technica ass stance wasappropriated $14 million and PRIME was funded at
the $5 million level that has become standard over the past few years.

Inclosing, Il reiterate apoint madein the November 29" issue of the Journa. From this
president’ sfirst budget proposal for fiscal 2002 to date, the Bush Administration has cut
the Small Business Administration’ sbudget by awhopping 32%, giving it the dubious
distinction of being the federal agency with the deepest cuts of all those in the federal
government.

If, as President Bush isfond of saying, the American people can see where hispriorities
liefromlooking at hisbudget, then it seems clear that small businesses— and particularly
microbusinesses — are not privileged to number among his priorities.
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Other legislative initiatives

Aswasthe caselast year, the Journd often reports on legidation that has been introduced
onto the floor of Congressbut, for one reason or another, doesn’t report on any further
action with respect to those hills.

Parenthetically, we should note that the legidative proposals that were updated in last
year’ sReport have not changed in statusat dl. Therewasno further actionon any of them,
so that measures like the Independent Office of Advocacy Act and the V ocationa and
Technical Education Assistance Act and the National Small Business Regulatory
Assistance Act all died quietly in Committee while stafferswere twiddling their thumbs
waiting for action on the SBA re-authorization bill.

What follows, then, isareport on the fate of proposed legidation covered in the Journa
during 2004.

H.R. 2432 - Paperwork and Regulatory Improvements Act

Thisbill would do anumber of good things. It would require the Office of Management
and Budget to review the way the IRS collectsinformation to identify waysthe IRS could
reduce the information collection burden imposed on small businesses, and to report its
findingsto Congressannually. It also getsrid of some exemptionsfrom the Paperwork
Reduction Act and " other rulemaking requirements’, and instigates stepstoward regul atory
budgeting.

Thishill wound up being tacked onto the Occupationa Safety and Health Smal Business
Day in Court Act of 2004 (H.R. 2728) and passed by the Housein May. From there, it
was received in the Senate and placed on the generd legidative caendar (Calendar No.
535). Since the Senate didn't get to it before the session adjourned, the bill will haveto go
through the entire process again.
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S. 2163 - Small Employee Health Benefits Act

Thislegidative proposal, which was covered in the March 8" issue of the Journal, isvery
similar to the plan that was being advocated by Senator John Kerry during hislatebid for
the presidency.

Inessence, it callsfor thefederal Office of Personnel Management to administer ahealth
insurance programfor non-federal employeeswho areether salf-employed or employed
by small businesseswith fewer than 100 employees. It also alowsfor arefundable tax
credit for the health insurance expenses of small employers who pay "a specific
percentage” of the employee premiums under this health plan.

| still haven't heard from anybody how much this plan would cost; estimates during the
campaign placed the price tag at somewhere around $660 billion, if memory serves.

Thebill wasreferred to the Senate Finance Committeein March, whichisin charge of
writing tax law, for review. Identica legidation wasintroduced in the House in June, and
was referred to the House Ways and Means Committee and the Education and the
Workforce Committee. Predictably, there has been no further action on the hill.

S. 1736 - Streamlined Sales and Use Tax Act

Thislegidation, which wereported on last year, and updated in mid-March, would bring
usone step closer to remote saestax collection dutiesfor high-revenuefirmsin telephone,
mail order and e-commerce sales.
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Thehill grants Congressiona consent to the Streamlined Sdlesand Use Tax Agreement,
the agreement that was hammered out by the states when they saw that nobody was going
to be ableto help them recover lost salestax revenues from remote sales until they did
something about the complexity of their disparate sales tax systems. It then gives
permission, once certain conditions are met, for states that are signatories to that
Agreement and arein compliancewith it to require sellersto collect and pay sdesand use
taxes on remote sales in those states.

Thishill doeshaveasmall businessexception— if abusinessand itsaffiliatesearnsless
than $5 million in revenues, it is exempt from remote salestax collection duties . That
should exclude almost all microbusinesses selling online and elsewhere.

Support for thisoneistepid on Capitol Hill. The anti-tax brigade among Congressiond
Republicans was strong during the 108th Congress and has only been expanded for the
109th. And, whileI'm sure they're smart enough to understand that thislegidationisnot
proposing any new taxes, they are probably also shrewd enough to know that their
political opponents may not have much trouble making it look like a new tax to the
uninitiated. Likethe CAN-SPAM Act, it may well take this one severa yearsto makeit
to the President’'s desk — and it probably won't be this President, either.

The Streamlined Salesand Use Tax Act was referred to the Senate Finance Committee.
Sincethey did not report on thelegidation prior to the conclusion of the 108th Congress,
Senator Enzi, thebill's sponsor, isgoing to haveto re-introduceit and try to drum up more
support.

H.R. 2345 - Regulatory Flexibility Improvements Act of 2003

Thislegidationwould amend the Regul atory Flexibility Act to requirefederal regulating
agenciesto perform regulatory flexibility analyses of both direct and indirect impacts of
proposed regulationson smdl entities. In addition, thelaw would instruct thefedera courts
to defer to the input submitted by the Chief Counsel of the SBA Office of Advocacy when
making judicial determinations with respect to RFA compliance.
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During the hearing held by the House Smd| Business Committeein May, Ranking Member
Velazquez predicted that the legid ation would not be passed during the current session of
Congress. That may have sounded like partisan sour grapes at thetime but it turns out that
she wasright.

Thelegidation was originaly referred to House Judiciary Committee and House Small
Business Committee. As | mentioned, the Small Business Committee held hearings,
athough they did not submit areport (according to Thomas). The Judiciary Committee
never got around to it.

Thisonewill haveto start the process again in the 109th Congressif itssponsorsaregoing
to get it to the President’s desk.

H.R. 1873, S. 2433 - Equity for Our Nation's Self-Employed Act of 2004

Thislegidation, whichiscaled the Sdf-Employed Hedth Care Affordability Act of 2003
in the House, amends the Internal Revenue Code to permit health insurance costs of a
sdlf-employedindividud to be deducted fromtheir net earningsfor incometax purposes.
The Journal haswritten quite abit about thislegidation becauseit isavery important—
perhaps even symbolic — proposal for tax equity for microbusinesses.

The origina House version was proposed back in April of last year, while the Senate
versonwasintroduced just thispast May. Asusud, self-employment issuesare not atop
priority for anybody on Capitol Hill (sometimes, it seemsasif they are not even apriority
among thefolks on the Smal Business Committees), even when theissueinvolved hasto
do with such asmple and fundamental concept asfairness. Movement on thisone has
been sluggish-to-non-existent.

The NASE'sKrigtie Darien has been working the Hill for thishill for over ayear now, and
it currently has 68 co-sponsorsin the House and only 3 in the Senate. The Senate Finance
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Committee hasthisonein their pending tray and, similarly, the bill wasreferred to the
House Ways and Means Committee but they did not get around to it during this session
of Congress, either.

That' s disappointing but, knowing the NASE, this one will be back.

H.R. 4341, S. 2468 - Postal Accountability and Enhancement Act

Thislegidativeproposa wouldrequirethe Postal Regulatory Commissionto sabilizetheir
rate structure on “market dominant products,” such asfirg-classmail and mediamalil, while
keeping in mind the impact of any rate increases on consumers, business users and
competing entrepreneurs, tie any rateincreasesto the Consumer Price Index, except in
extraordinary circumstances, and afew other thingsthat arelessrelevant to microbusiness
mailers.

Thisone actualy madeit out of Committee but, in spite of being placed on the caendar
back in September, it never madeit to thefloor ... suffering afate similar to that of H.R.
2802, theorigind SBA re-authorization|egid ation submitted by the House Small Business
Committee. It will haveto be re-introduced in the 109" Congressin order to makeitsway
through the entire legidlative process.

H.R. 4840 - Tax Simplification for America's Job Creators Act of 2004

Thislegidation, which was met with a certain amount of derision by House Democrats,
would extend the $100,000 small business expensing increase, the $400,000 cost
limitation increasefor property digiblefor expensing, and theinflation adjusmentsfor those
increases through 2007.
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It would also create an inflation adjustment so that the $5 million receipts test used to
determinedigibility for the cash method of accounting, and would repeal certain parts of
the tax code since they don’t apply to anybody anymore and arejust taking up spacein
that document.

And the Democratic scorn? As reported in the July 26™ issue of the Journal, that can be
summed up by quoting House Ways and Means Committee Ranking Member Chairlie
Rangd (D-NY). Referring to the provisonsthat remove the deadwood from the tax code,
Rangel wroteina“Dear Colleague’ |etter that “ repealing provisionsthat do not apply to
any taxpayer ... will not smplify the tax treatment for any taxpayer.”

Not much here that will be helpful for microbusinesses, or that will smplify their filing
choreseither. Thelegidation was passed in the Housein July, asreported in the Journal,
and wasreferred to the Senate Finance Committee, which appearsto haveignored it. No
further action has been taken oniit, so it will haveto begin the processagain — if anybody
decides that is necessary.

S. 2463 - Tax Code Termination Act of 2004

Back in May, Senator Sam Brownback (R-KS) introduced thislegidation, which doesjust
what it says. The bill mandates the termination of the Internal Revenue Code of 1986 and
requiresthat any new tax system (1) apply alow rateto all Americans; (2) providetax
relief for working Americans, (3) protect therights of taxpayers and reducestax collection
abuses; (4) eliminate the bias against savings and investment; (5) promote economic
growth and job creetion; and (6) not penalize marriage or families. Such anew tax system
would be required to be in place by December 2009.

Not athing has happened with thisone. It wasreferred to the Senate Finance Committee,
and thereit sat for therest of the session. Whether the concepts proposed here will fitin
with the President'stax reform agendaand, if so, how, arethe relevant questions of the day
on this one.
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S. 2834 - Small Business Compliance Assistance Enhancement Act
of 2004

Amendsthe Small Business Regulatory Enforcement Fairness Act of 1996 to require an
agency to prepareacomplianceguideto assist smdl entitiesin complying with aFedera
regulation whenever an agency determinesthat aFederd regulation will have asgnificant
economic impact on a substantial number of small entities.

Thisonewasreferred to the House Smal Business Committee, and thereit died. Thefact
that nobody found timeto even hold a hearing on this offers between September 23rd and
the Senate's December adjournment date silent testimony to the lack of regard for small
businessissuesthat existson Capitol hill. Thisisanother onethat will haveto start dl over

again.
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About The MicroEnterprise Journal

TheMicroEnter prise Jour nal isthe award-winning business news publication from
Wahmpreneur Publishing, Inc. (WPI), covering politicsand policy, economicsand the
market, providing exclusive articles on the issues from a uniquely microbusiness
perspective. Originally published as WAHM & Mompreneur Webzine, and then as
Wahmpreneur News Magazine, The MicroEnterprise Journal is the flagship
publication of WPI and has been in publication since September 1999.

To find out more about The MicroEnterprise Journal, visit our web site at
http://www.microenterpriseg ournal .com.

To learn about the advantages of afull subscription to The MicroEnter prise Journal,
visit our online “ Subscribe” page at the Journal web site.
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