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VIRGINIA 2 e
[ncumbent: Nlli;:?r?QS ony open Seat

i i r

State Senator Joe Ccanada is the Republ1cgn;end§r2ﬁgdc:2d;d;;;bgg
i ici as se

his seat. He 18 a practicing 1§wyer and .
gflihe State Senate since 1971 with committee membersh;gi ignd
Courts of Justice, Education and Health, pocal Governgecrétary »
Rehabilitation and Social Services. QOe is a form;rincess .
the Virginia Beach Jaycees, pas; P;e;xdegtoﬁfuggzin; A wad
Lions Club, Chairman of the VA Tas orce :
former state co-chair of Reagan for president Committee.

Canada for Congress Commit;ee
317 Birchwood Park Dr.. guxte 303

irgini h, VA 2345 . -
%353;“131?5335 Primary: dJune 10
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September 16, 1986 QQEES?
' Ehw
TAX REFORM :E

IMPACT ON REAL ESTATE ‘\4

o There is much to recommend the tax reform bill in the sense
of lowering rates and making sure that everyone with
substantial income will have to pay some income tax. But
that does not mean this bill is perfect tax reform.

o The treatment of real estate and other investments in limited %
partnership form is troublesome. A good case can be made for
the passive loss rules as a way to curb tax shelters, but
lenghthening the cost recovery periods and eliminating the
investment tax credit, combined with reduced tax rates, would
have gone a long way toward making tax shelters unattractive,
even without the passive loss limitations.

o Even assuming the passive loss rules were necessary to combat
tax shelters, a good argument could be made that it was
overkill to apply the limitations to existing investments.

o As many of you know, I worked hard to provide transition
relief to minimize hardship in the short run. We had some
modest success in the Finance Committee in getting a
four-year phase-in of the passive loss and interest
limitations.

o And, in conference, I was successful in moderating the double
impact of the investment interest limitation and the passive
loss limitation. While this may seem to be a technical
point, I can assure you that it was not easy to find the $3.6
billion that it took to make that technical change. This
should make the transition period at least somewhat less
harsh.

P
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TAX REFORM

TIMING

o I understand that Bob Packwood and Dan Rostenkowski want to
file the conference report this Thursday. If the report is
filed as expected, the House may vote on the tax reform
legislation next Tuesday or Wednesday.

(o] I expect to schedule the conference report for Senate floor
action shortly after the House adopts the report.

o There are a number of members in both Houses who have
concerns about various provisions of the tax reform bill.
However, the President has stated that this legislation is a
top priority item and it should pass without too much
trouble.

o That does not mean that there will not be full debate of the
conference report on the Senate floor. Unless circumstances
change, a number of senators will want to express their views
on specific issues.
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Provisions Affecting Businesses -

- CUNFERENCE BILL

" CURRENT LAW

Corporate tax rate

34% top rate; 2 lower rates

: 46% top rate; 4 lower rates

on income up to $76,000 on income up to $l()0 000
Investment lax crcdii llepealed 6% to 10%
l)cprcualwn Less gener;t:q than Atc_ei;rated
current law for equipment; :
much less generous for
real eslate
Aulm b years 200% front-loaded 3 yearq 160% front- loaded
L Manufacturmg 7 years, 200% front-loaded 5 years, 150% front- loaded
: equipment

(,ommcrcial real estate

L5 years, stnii}ht line .

LK}

- front-loaded

———— —— -

19 years, 175%

l]uqlness meals and
entertainment
- ;

€ 3

_skyboxes

80% d;ductible; no
deduction for stadium

Fully deduciibic

L

0il and gas

Bank bad debt reserves

llmbcr

Ilewarch and '
development

II
'|
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Onte- -year write-off for
most intangible driiling
costs

in assets
Retains most timber
write-offg -

Exlend credit for 3 years

1985

 — e o e—— - o

: Dedudlble only for banks:
~with less than $500 million

Oﬁe-yeaur write off for
inLangible_ drilling costs

j‘aT

e e — . s S .

Deductlble

Uneyvur‘wr-ﬁe off of nwég
costs of gruwmg trees

25% (I’edlt on inc remental
R&D; expired Dec. 31,

e
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Lrovisons Allecung individuals

fne

CONFERENCE BILL CURRENT LAW ’
Individual tax rates 2 rates: 15, 28% 14 rates: 11% to 50%
For joint filers g‘i_upTo-S_Zg 750 -
( - 28% over $29,750
! !_’;;sonal exemplion $2,000 "(31,950in 1988); _?1.080
! phased out for incomes .
above $149,250
Standard deduction’ Joint filer: $5,000; Head of  Joint filer: $3,670; Head of
E household: $4,400; Singles:  household: $2,480; Singles:
‘ $3,000 $2,480
Mortglge interest Pnnc:pal and second All mortgaga. mcludmg
residence fully deductible; home equity loans, fully
home equity loans deductible :
deductible if used for
home purchase, home
improvement, medical or
educational expenses
Other interest E;nsumer interest not 810 000 plus amount equal
deductions deductible; investment to investment income
interest deductible up to
. amount equal to
investment income!
Charitable Deductible only for Fully deductible for
contributions itemizers itemizers and
: non-itemizers
State and local taxes Deductible except for . Fully deductible
3 sales taxes P
Long-term capital gains - 28% top rate 20% top rate
Short-term capitnl 28% top rate 50% top rate
gains
Individual retirement - $2,000 deductible for low $2,000; $250 for
account contributions and middlé income nonworking spouse
workers; phased out for
= upper-middle and *© |
high-income workers with
pension plans
401(K) Tax-deferred  Limited to $7,000 8 year  Allowsupto$30000a |
Savmgs Plans year ' :
Medical dédt—u-:tlon D_ed_u;tlhle in E!CEQS'(;f Deductible ir in excm of5% f
1.5% nf AGIs of AGI
’I_‘wo-ea_r;;r deduct:on & No -Y-es g

Mlscellaneoua Deducllble in excess of 2% FuIly deductlble
deductions of AGI

Not allmq;ed Alluwed

———— e . =

Prohibits use of losses No limits on usmg losses

lncome avcragmg

Tax shelters

from “passive” from “passive”
investments to offset other investments to offset other
income* income

i 'In the Conference bill, no 0% bracket ia included. Nonitemizing taxpayers would reduce taxable hy the

amount of the standard deduction before calculating taxea Under current law, this deduction ia bulfl into
tax rates and shows upasa 0% bracket.

'For joint filern.

Called zero bracket amount under current law. Numbers under current law are for 1986; conference numbers
are for 1988,
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VIRCINIA VICTORY 86 COMMITTEE -- September 17 Breakfast
Radisson Mark Plaza Hotel, 3000 Seminary Rd., Alexandria
(take Semirary Rd. West, Exit #4, off I 393)

8:05 - Welcome by Til Hazel

8:06 - Hazel introduces Whitehurst
8:07 - Invocation by Whitehurst
8:07 - 8:32 - Breakfast

8:32 - Introduction of & candidates by Hazel (no remarks by candidates)
8:34 - Hazel introduces Warner
8:35 - Warner remarks

8:37 - Hazel introduces Trible
8:38 — Trible remarks

8:40 - Hazel introduces Dole

8:41 - Dole speech

8:56 - Closing by Hazel
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