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April 2, 2009

The Honorable Arlen Specter
United States Senate
Washington, DC 20510

Dear Senator Specter:

The Government Withholding Relief Coalition and its member organizations strongly support
your legislation, S. 292, which would repeal Section 511 of the Tax Increase Prevention and
Reconciliation Act of 2005 (P. L. No. 109-222), the costly law that requires federal, state, and many local
governments to withhold three percent from nearly all of their contract payments, Medicare payments,
and farm payments.

Implementing this law will be extraordinarily costly for businesses and governments. The
Department of Defense estimated that it would cost over $17 billion in the first five years to comply with
the three percent withholding requirement, which far exceeds any estimated revenue gains. This is only a
small portion of the compliance costs with which governments and the private sector would be burdened
as a result of implementing this mandate.

In particular, because the withholding is a flat percentage of revenues from government
payments, it bears no relationship to companies’ taxable incomes and it will restrict cash flow needed for
day-to-day operations. In addition, the administrative and capital investment costs to businesses and
governments will be substantial and the withholding mandate will be exceedingly complicated to
implement.

While this requirement is not scheduled to go into effect until 2012, businesses and governmental
entities are spending funds now trying to prepare for implementation due to the major system and
regulatory changes that have to be made well in advance of 2012. These are needless preparation
expenses, particularly during difficult economic times, for a requirement that most believe should never
have been enacted and should be repealed.

The Government Withholding Relief Coalition and its member organizations appreciate your
leadership on repealing this onerous withholding requirement and look forward to working with you and
Congress to pass S. 292.

Sincerely,
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