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provision for those who have been
denied training.

Mr. President, on Sunday, April 12,
the Washington Post published an ar-
ticle on the benefits of retraining in
the Pittsburgh area. I ask unanimous
consent that the article appear in the
Rrecorp at this point.

Mr. President, the legislation I am
introducing will accomplish two
things:

First, it will allow TAA-ellgible work-
ers who have not received their bene-
fits, and who enter approvable train-
ing programs, to receive Trade Adjust-
ment Assistance while they are en-
rolled in training.

Second, this bill will require the De-
partment of Labor to notify TAA-eligl-
ble workers of thelr benefits, both by
mail and by publication in general-cir-
culation newspapers.

This legislation iz only fair. We
made a promise to trade-impacted
workers that the Government would
fund training and education services
for them for up to 2 years, to help
them rebuild thelr careers. That prom-
ize is broken.

Mr. President, I ask that the bill be
published in the REcorp at the conclu-
slon of my remarks.

There being no cobjection, the bill
was ordered to be printed in the
Recorp, a5 follows:

5. 1063

Be it engeted by the Senale and Houwse of

Representalives of the Uniled States aof

America in Congress assembled,
BECTION 1. WAIVER OF CERTAIN TIME LIMITA-
TIONS.

(a) In Gewemal.—The provislons of sec-
tlons 223(h) and 231taM1XB) of the Trade
Act of 1874, and of subsectlons (a)l(2) and (b)
of section 233 of such Act, shall not apply
with respect to any worker who became to-
tally or partially separated from adversely
affected employment (within the meaning
of section 247 of such Act (19 U.B.C. 23191
during the pericd that began on August 13,
1881, and ended on April 7, 1986.

(b} TRAINING REQUIREMENT,—

(1) Any worker who is otherwise eligible
for payment of a trade resdiustment allow-
ance under part I of subchapter B of chap-
ter 2 of title ITI of the Trade Act of 1974 by
reason of subsection (&) of this section may
receive payments of such allowance only if
such worker—

(A) is enrolled in & tralning program ap-
proved by the Secretary under section
236(a) of auch Act,

(B} has, after the date on which the
worker became totally separated, or partial-
ly separated, from the adversely affected
employment, completed a training program
spproved by the Secretary of Labor under
section 238(a) of such Act, or

(C) has received & written statement certi-
fled under paragraph (3) after the date de-
scribed In subparagraph (B).

(2) If the Secretary of Labor determines
that—

(A) & worker—

(1) has failed to begin participation in the
training program the enrmollmeént in which
meets the requlrement of paragraph (1), or

¢li} has ceased to participate in such train-
ing program before compleling such train-
ihg program, and
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(B) there i5 no justifisble cause for such
fallure or cessation,
no trade readjustment allowance mAay be
pald to the worker under part I of subchap-
ter B of chapter 2 of title IT of the Trade
Act of 1974 on or after the date on which
such determination I8 made until the
worker begins or resumes participation in &
tralning program approved under sectlion
238(a) of such Act.

(3) If the Secretary of Labor finds that It
Iz not feasible or appropriate to approve a

for a worker under sectlon
236(n) of the Trade Act of 1874, the SBecre-
tary of Labor shall submit to such worker a
written statement certifying such finding,
SEC. 2. NOTIFICATION OF TRADE ADJUSTMENT AS-
SIETANCE TO WORKERS,

ta) I OGENERAL —Section 225 of the Trade
Act of 1974 (19 U.B.C. 2275) Is amended—

(1) by striking out “The Becretary” In the
first sentence and inserting in lleu thereof
*(a} The Secretary”, and

{2) by adding at the end thereof the fol-
lowing new subsection:

“{b)1} The Secretary shall provide writ-
ten notice through the mall of the benefits
available under this chapter to each worker
whom the Becretary has reason to believe Is
covered by a certification made under sub-
chapter A of this chapter—

“{A) at the time such certification I&
made, if the worker was partially or totally
separated from the adversely affected em-
ployment before such certification, or

“{B) at the time of the total or partial sep-
aration of the worker from the adversely af-
fected employment, f subparagraph (A)
does not apply.

“2) The Secretary shall publish notice of
the banefits avallable under this chapter Lo
workers covered by each certification made
under subchapter A in newspapers of gener-
al circulation In the aress In which such
workers reside.'’.

(b} Srecial Notice—The Secretary of
Labor shell publish notice of the benefits
avallable under chapter 2 of title IT of the
Trade Act of 1974 by reason of section 1 of
this Act in newspapars of general clreula-
tlon in areas In which workers who are
likely beneficiaries under such chapter
reside.g

By Mr. MITCHELI:

8. 1058. A bill to amend the Internal
Revenue Code of 1986 to allow a de-
duction of at least $15,000 for interest
paid or accrued on indebtedness in-
curred to acquire a 50 percent or more
ownership interest in a corporation; to
the Commitiee on Finance.

INVESTMENT INTEREST LIMITATION
LEGISLATION
& Mr. MITCHELIL. Mr. President, I
am today introducing legislation to
correct a problem with the new invest-
ment interest restrictions enacted in
the tax reform bill. This legislation
will reinstate the language of prior law
section 183(dX7T) allowing a deduction
for interest expenses incurred to ac-
gquire a 50 percent or more ownership
Interest In a corporation.

This subparagraph was repealed in
the tax reform bill as part of the new
limitations on deductions for invest-
ment interest expenses. Under prior
law zection 163, deductions for interest
on debt Incurred to purchase or carry
property held for investment were
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generally limited to $10,000 per year,
plus the taxpayer's net Investment
income. Section 163(dX7) provided an
additional $15000 of annual deduc-
tions for interest expenses incurred to
acquire & 50-percent interest in a cor-
poration or partnership.

In the Tax Reform Act, the Invest-
ment interest limitation was made
more restrictive by, among other
things, removing the $10,000 minimum
amount. In addition, subsectlon (dX7)
was repealed thus removing the spe-
cial rule for S50-percent-owned busi-
INEesses,

Although there was & 50-percent-
ownership test In prior law, this excep-
tion from the investment interest limi-
tation was not based on any distine-
tion between indebtedness incurred to
operate a trade or business and indebt-
ednegs incurred to carry an invest
ment. Instead, it was simply an owner-
ship test; as long as a 50-percent inter-
est was held, the exception would
apply.

By its terms, section 163 applies to
investment Interest Incurred to carry
property held for investment whatever
the character of that investment. The
restrictions also apply to debt incurred
to purchase stock In B corporation
owned and operated by the taxpayer.
The material participation of the tax-
payer in the business s not relevant
because it is the ownership of the
stock as an investment that triggers
the application of the investment in-
terest limitation; not the degree of
participation in the business by the
owner of the stock. No such limitation
applied to the same interest held di-
rectly in a partnership.

The effect of the prior law was thus
to discourage entrepreneurs from
taking on debt to acquire and actively
run a business. That was tolerable as
long as section 163(d)(7) at least per-
mitted an exception for up to $15,000
of annual interest deductions. That
was of benefit to modest borrowings to
purchase small businesses.

The Federal income {ax system
should promote, not discourage, the
formation of active business enter-
prises by individuals. However, the
denial of interest deductions on debt
incurred to acquire a corporation will
make [t more difficult for entrepre-
neurs to begin in business. Of course,
with a little tax planning, Individuals
may structure a transaction in such a
way as to utilize the interest deduc-
tions by placing the debt in the busi-
ness or setting up the business as a
passthrough entity.

But I see little reason for the tax
system to encourage this kind of sub-
terfuge and tax avoidance planning
that forces taxpayers to structure
transactions for tax reasons over busl-
NESS DUrpose,

More importantly, the abrupt repeal
of the exception for debt used to ac-

]
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quire a controlling interest in a corpo-
ration imposes an unfair retroactive
effect on legitimate business transac-
tions entered Into under prior law. For
that reason, I belleve this issue needs
to be addressed In legislation this year.

I do not propose to dismantle the new

Investment interest limitations in the

bill which are a cormerstone of tax

reform. This blll is simply a minor ad-
justment that reinstates section

163(d)7) for qualifying debt held as of

the enactment of tax reform. I hope

the Finance Committee will give serl-
ous consideration to this proposal.

I ask unanimous consent that & copy
of the leglslation be placed in the Con-
CRESSIONAL RECORD,

There being no objection, the bili
was ordered to be printed in the
REecorp, Bs follows:

=, 1068

Be it enacted by the Senale and House of
Representatives of the Uniled States of
America in Congreas assembled,

SECTION 1. ALLOWANCE OF ADDITIONAL 316,000 IN-
VESTMENT INTEHREST DEDUCTION ON
INDEBTEDNEES TO ACQUIRE CORFO-
RATION.

(a) GeExERalL RULE.—Sectlon 183(d) of the
Internal Revenue Code of 1988 (relating to
limitation onh Investment interest) s amend-
ed by redesignating paragraph (6) as para-
graph (7) and by inserting after paragraph
(5 the following new paragraph:

“{§) SPECIAL RULE POR INTEREST ON INDERT-
EDNESS OF B0-FERCENT OWNER TO ACQUIRE COR-
PORATION, —

“tA) Ir QENERAL—In the case of a 50-per-
cent owner of a corporation, the amount al-
lowed as & deduction under this chapter for
Investment Interest for any taxable year
shall not be less than the sum of—

“ti} the amount determined without
regard to this paragraph and without regard
to any Investment nterest described In
clause (HXII), plus

“{il) the lasser of—

(I} $15,000 (37,600 In the case of a mar-
ried individual fillng & separate return), or

"(II} the Investment interest pald or ac-
crued during the taxable year on lndebted-
ness Incurred or continued in connection
with the acquisition of such corporation or
partnership.

"{B) 60-PERCENT oWNERL—For purposes of
this paragraph, the term ‘50-percent owner'
means & taxpayer who holds 60 pereent or
more of the total value of all classes of stock
of a ecorporation. For purposes of this sub-
paragraph, stock held by the spouse or chil-
dren of an individual shall be treated as
held by the individusl.”

{b) CoONFORMING AMENDMENT.—Section
183thx8) of such Code 1s amended by strik-
ing out “subsection (d}EXEBY" and inserting
in liew thereof “subsection (dXTHB)".

SEL. 2. EFFECTIVE DATE.

The amendments made by this Act shall
take effect as if included in the ameéndments
made by section 511 of the Tax Reform Act
of 1986.&

By Mr. MOYNIHAN:

5. 1059, A blll to terminate the appll-
catlon of certaln Veterans' Administra-
tion regulations relating to transporta-
tion of claimants and beneficiaries In
connection with Veterans' Administra-
tion medical care; to the Committee
on Veterans Affalrs.
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VETERANS' ADMINISTRATION REGULATIONS
@ Mr. MOYNIHAN. Mr. President, I
rise today to offer legislation to re-
scind eertaln Veterans' Administration
regulations pertaining to beneficlary
travel. Specifically, I refer to those
provislons published in the Federal
Register on March 12, 1887, which
became effective on April 13, 1887.
Under these regulations, reimburge-
ment for beneficiary travel to and
from VA facilities will be drastically
curtalled. Whereas, previous regula-
tions allowed veterans reimbursement
for travel to and from VA facilities so
long as prior suthorization was re-
guested and the individual facility had
sufficlent funding, the new regulations
take the flexibility out of the program
and allow travel relmbursement only
In cases where speclalized modes of
transportation are medically indicated,
travel s to and from compensation
and pension examinations, and that
travel in excess of a 100-mile radius
from the nearest VA medical care fa-
cllity.

This iz, of course, a cost-saving meas-
ure brought on by the necessity of
controlling the budget and misplaced
prioritles as we scramble here In
Washington to cut, and cut again. But
In return for making accessibility that
much more difficult to our eligible vet-
erans, the VA foresees a savings of ap-
proximately $80 million. That is,
travel reimbursement i= expected to
drop from $100 million per yvear to $10
milllon. Mind, in a large State like
New York, where approximately
1,915,000 veterans reside, medical care
is accomplished at only 12 medical
centers. In California, the State with
the largest veterans population, there
are 10 medical centers. Travel s very
much & part of a veterans ability to
obtain the benefits he or she rates.
And as I travel around New York I am
often reminded that this is & program
our veterans want.

I do not think anyone in this body
requires a discussion of what this Na-
tion's veterans have done, indeed, all
but & few Members of this body are
veterans themselves; some know all
too well the cost of conflict. Let me
just say, that as we move to control
spending, wveterans benefits = not
where I would chooze to look first, or
at all. Therefore, I introduce this legis-
lation today to rescind the new regula-
tion. And should such a rescission di-
rectly threaten the gquality of medical
care we offer our wveterans, then I
would urge the Cormmittee on Veter-
ans' Affairs and the Senate to consider
& supplemental appropriation to the
Veterans' Administration budget =o
that we might continue beneficiary
tirmrel at an estimated cost of $90 mil-
lion.

Mr. President, I ask unanimous con-
sent that the full text of the bill be
printed in the REcoRD.
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There being no objection, the bill
was ordered to be printed in the
Hecorp, as follows:

8. 1058

Be it enacted by the Senale ond House of
Represeniabives af the Uniled Stotes of
Americe in Congress asgembled. That, not-
withstanding any other provision of law, on
and after the date of the enactment of this
Act, the final regulations relating to trans-
portation of claimants and beneficlaries in
connectlon with Veterans' Administration
medical ecare, published and discussed on
pages 7575 through 75677 of volume 52,
number 48 of the Federal Register (dated
March 12, 1587), shall no longer be In
effect.e

By Mr. SASSER (for himzelf and
Mr. GORE);

8. 1060. A bill to amend the Internal
Revenue Code of 1886 to permit tax-
payers to elect to deduct either State
and local sales taxez or State income
taxes; to the Committee on Finance,

INTERNAL REVENTE CODE AMENDMENT

@ Mr. SASSER. Mr. President, today,
along with my junior colleague, Sena-
tor Gorg, I am introducing legislation
to rectify one of the glaring inequities
in the 1986 tax reform bill; the elimi-
nation of the deduction for State and
local sales taxes.

Now, some of my colieagues will
argue that eliminating the sales tax
deduction was done in the name of
falrness. Let's explore that point a bit.
Mo other State or local tax deduction
was touched In the tax reform bill.
You can still deduct your State income
tax, for example. And if you happen to
live In a State which has no sales tax,
you aren't affected at all. Where's the
fairness in that approach, Mr. Presi-
dent.

The elimination of the sales tax de-
duction was blatantly unfair, particu-
larly to States such as Tennessee
which rely on sales taxes for much of
their revenue. Sales taxes account for
more than 50 percent of the revenue
collected In Tennessee. And most of
these tax dollars go to support publle
education in Tennessee.

There are those who have attempted
to justify ellminating the sales tax de-
duction by arguing that Tennessee
and other States should not rely so
heavily on sales taxes for revenue. Mr.
President, that argument not only
misses the point of tax equity, it raises
B Very serious question about our Fed-
eral system. Should the Federal Gov-
ernment dictate to the States what
their tax policy will or will not be? To
do 0 would undermine a State's au-
thority to establish its own fiseal
policy. Yet, exactly this type of Peder-
al intrusion into State affalrs lies at
the heart of the repeal of the sales tax
deduction.

Let me also underscore the economic
importance of the sales tax deduction.
Before its elimination, this was the
most used deduction among ftemizing
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