Joint CLammitte on Taxation

September 9, 1988
JCX-27-88
SENATE FINANCE COMMITTEE
TECHNICAL CORRECTIONS ACT OF 1988, S. 2238, AS REPORTED WITH MODIFICATIONS
Fiscal Years 1989-91
(Millions ot Dollars)
Item 1989 1990 1991 1989-91
Section I: TECHNICAL CORRECTIONS ACT OF 1988, S. 2238, AS REPORTEO BY
THE SENATE COMMITTEE ON FINANCE
Titles I and II.--Technical Corrections to the Tax Reform Act and
Other Revenue Legislation............ieieieeonnnnn =10 52 44 86
Title III.,--Corrections to Diesel Fuel Excise Tax Collection and
Exemption Procedures (effective October 1, 1988)........ =337 -64 -66 -447
Title IV.--Other Corrections and Modifications
A.: Corporate Estimated Tax PaymMentiSi :i: i s ms e e s assioressssssseesss 315 35 18 368
8. Tax Treatment of Indian Fishing Rights...............couiueuonn -8 -8 -8 -24
C. Repeal of Limitation on Treasury Long-Term 8ond Authority..... - - - -
0. Additional Simplification and Clarification Provisions
). Revise sanction for violation of the COBRA health care
continuation rules (effective for taxable years
beginniing @Fter T9BB ) e cc v o oo e oe s o mn oy s n i e e s S (1) (1) 1) 2)
2. Simplify fringe benefit nondiscrimination rules (sec. 89)
(effective for years beginning atter 19B8)........c.0uvvuuenn. (3) (3 (3) (2)
3. Estate and Gift Tax: Estate Freezes............ououeemennneens (3) (3) -1 -1
Title V.--Railroad Unemplayment and Retirement Provisions (4)....... -28 3 61 64
Title VI.--Social Security Act: Minor and Technical Amendments (5).. -8 -20 (6) -28
Subtotals: TECHNICAL CORRECTIONS ACT OF 198B, as Reported............. -56 26 48 18
Additional Technicals and Modifications of Previously Adopted
T ChNIICATS) 25t ciir ot st o e e Eler e = 5 ahal = el et e aiell o ts: = & 3t & (o157 4tcal 81 & 131 =0 & 021 21 & 73t &0) ® e s Lo ==
Subtotals: TECHNICAL CORRECTIONS ACT OF 1988, as Reported............. ~56 26 48 18
with modifications to previously adopted technicals
Section II: PROVISIONS THAT CLOSE LOOPHOLES
A. Corporate Estimated Tax Speed-—uUp. ... ... it eeneenneeneens 427 48 26 501
a. Single-Premium Life Insurance (including mortality charge
(Lol M e G o T p S o 0 o 1 5 o 6 0 B 0 S O B O 2 0 e s 3 55 0 Gl 3 3 I 1 B 2 6 N 16 101 189 306
C. Alaska Native Corporations. ... ...t iiet it neeeoesoe e 375 200 200 775
0. Modification of Distilled Spirits Flavors Credit.................. 27 32 35 94
E. Disallow business or investment deduction tor base charge of
o = U AR TR 5 3l L0 5 o3l DT 10 O (0 8 A 25 O 00 4 (DX A (3 0 A O 3 R ) 3 e 2 A 16 28 29 73
E: Update IRS valuat ion tablles . i s« s e e s e e ok s s s sl e de 6 je) ah & s &0 w4 6o 4 8 8 8 24
Subtotals: PROVISIONS THAT CLOSE LOOPHOLES. .. ... . ... . .. innnnn 869 417 487 1773
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Allow surviving spouse to cash rent a farm to another

family member for special use valuation rules..............
Discharge of indebtedness income by rural (o-ops on loan
prepayments pursuant to OBRA. ... . SISy e et e gl s elay 3 e U e sl R G
One-year deferral of proceeds trom livestock sold on
AECOUNT OF APOUGIIE .« v o v cven v msin wie e s v 58 675s o0 s 554 e orednssss

Exemption from FICA tax fnr certain agricultural workers, .

ons and Employee Benefits

Modify employee benefit nondiscrimination rules:

church plans and cafeteria plans. ........... .. iiieeeannn ole
Modify section 403(b) nondiscrimination rules............ e

Provide that plans of police or firefighters are tested
separately for purposes of the minimum participation rule..
Allow marital deduction for gifts of joint and survivor
AR S ol sie o 0 & a1e i as b olahe Hm e d A IS g S e e el S P ARl P v
Allow rural telephone coops to maintain 40|(k) Plans: « .66
Apply a safe harbor to employee leasing rules for temporary
Service COMPANTES « . .o covaeeesconeasnnsaeasanss RO e T I
Modify application of sectlou 415 to governmental plans....
Treat church self-insured death benefit plans as life

A I Y B B e o o1 0 e 121 i o im a5 m a5 s v 1o i s e g e Ul =
Study on effects of minimum participation rule. . ... ........
State gold coins not treated as collectibles for IRA

A o L S5 s Lo o i e e P o e
One-year delay in age 70-1/2 reguired beginning date
relating to qualified plans for 501(c)(3) and public
BMPIGN OIS 012 0l o vy, wustal il <l Sl R 3l 50 6 Wiks (3l 6 e ikive o aela 30 k8 (51 8 2 @ L et e ol S e
Funding rules applicable to multiple employer pension plans
Moratorium on collection of withdrawal liability from
multiemployer pension plans in cases ot illegal strikes....
Stiudy af SeCt 00 VTOG: : a5 e 5 s i 505 s ann ¥ ais 5 aie s o el m s m 4o aie v aiie e

t Organizations
Move forward effective date for 1986 Act provision
regarding UBIT exemption for certain games ot chance

to October 22, 19B6...........000ouuu.. A L R
Clarify that section 501(e) organizations can purchase
group insurance for tax-exempt hospitals...................

Exempt charitable relief cargo from harbor maintenance tax,
Exempt universities from $250 BATF ovccupational tax for
small (less than 25 gallons per year) ot specially-
denatured distilled spirits (including ethyl alcohol) used
in 1aboratory experiments . .. ... v i et e e e
Allow B0% charitable deduction for payments to colleges for
right to purchase athletic ticKkets . ... ..ot in s eneennns

Administrative Provisions

Certain repairs not treated as manufacturing tor retail

truck excise tax (effective January 1, 1988)...............
Certain tolerances permitted in determination of wine
excise tax (effective January 1, 1989) . ... ... ...,

Allow marketers to file directly for a refund of
gas tax when gasoline is sold to a State or local

QOVEEMMETTT 20 e s o e de s s o s s = L & % 13 5 5] 5 05 = e s e e o Sa e o oe &
Election to treat passive foreign investment company (PFIC)
stock as stock in a qualified electing fund................

Provide election by parent to claim unearned income of
dependent O F@T UL o o oieim s oo oo osoaess onessesssadsessssss.q
Change imn due date of GAO! trade SEUAY . . e s s e e s sses sesoas
Permit information sharing with cities above 250,000

T 0 1 e e e e e e e la) 5 ool Aty et s e el e s
Cigarette excise tax and health L B e
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Subtotal:

vailuation Or ground leases under the mortgaye revenue bond

o R S o el e S e e e S e b e e s
Direct expedited review of tax-exempt bonds tor hazardous
waste cleanup programs (legislative history)........ e slve s
Calculation of income limits for qQqualified mortgage bond
financed homes in high housing cost areas....... 5 O e
Tax-exempt financing for high-speed rail fac1llt1es ........
Application of arbitrage rebate requirement to bona fide
debt service funds............ .. ...ttt 5 On 010 0 4

Miscel laneous Provisions

Measure ownership change as of end of bankruptcy for
purposes of determining whether taxpayer qualifies

under bankruptcy exception to 1986 Act net operating

TO0SS FPULBS..ccvowoneessn a5 e el e v oy o & a4l o 80 G e 42 e e
Bad debt exception for small banks sold by \arge banks . s«
Personal holding company exemption for broker- dealers......
Extend foreign currency sourcing and characterization rules
prospectively to financial instruments that are
marked-to-market................ O R 3 OO OO 2 1 3 a1 os w1 el 03 0
Suspend recapture of excess loss accounts in connection
with certain dual resident company reorganizations.........
Chain deficit rule: allow consolidation ot insurance

SUD S AT UES oo o ol s eia) e ol = = a1 2 2o T n1 il ) 7 55 8 = Lo o) = i et 11 5o ol it e
Permit earnings from 936 proyram to be invested in Virgin
PSS L@RAE . ¢ o v apix cal8 6505 2 3 £ a8 558 T o6 ¥ a = G s b R i B s e F 8 e
Relief for branches of foreign insurdance companies.,........
Extend tax treatment of Guam banks to all territories......
Provide carryforward of nonconventional fuels credit under
MINTMUM B @K . ot e et e e et e e e e e e e e e e e e e e e e e
Extend section 29 placed-in-service date (1 year)..........
BATF small user fees....... . e . - .
Ethanol small producers exemptlon ...................... A wia
Repledging of nondealer installment obligations...... 3 n e o)
Beneficial ownership of stock held in trust included in
determining whether certain corporations may use the cash
method Of aCCOUNEING. . ...ttt it ittt e e et e e e e eeenns % o e e
Above-the-1ine deduction for jury pay surrendered

Ll o o R S s e 9 ] s b e S o e e s o D e e s
Exclude structured settlement arrangements firom minimum tax
& e R Sl G IR e el s A S e S el e el s e e
Repeal general creditor requirement under structured
settiliament FUNeS:ic . oo i cuisl v o 6= st o s ) S e 61 85 s sl R s G §l s 8k e
Phase in P/C discounting rules for nonprofit hospital

TN S U B S L o vttt et i e ot e e e e et e e e e e e e e e e e e
Cost of living allowances for judicial branch employees....
Allow medica) expense deduction for service animalis to
assist the physically handicapped (legislative history)....
Rural mall CanfierS. . « a. «cs ¢ alss oais s i e sl s o5 o s s e q sl s
Ethy) alconol.--Applies ethyl alcohol provisions of Omnibus
Trade Act (P.L. 100-418, sec. 1910) after enactment if

the Secretaries of Agriculture, Energy and Treasury

certify domestic supply wil)l not meet demand. R .
Federal charter for National Academy ot Soc1a\ lnsurance...
Welfare and health amendments.................. e R

Certain employer pension contributions not included in
BHCA T Wage DB SBIe sl cis o) a2 s 2ol n = o el o 15 o o5 i s &l et s »isile aisia = ol ol
Foster care independent living initiative.. ........ouououuuuo.

NONCONTROVERSIAL, LOwW COST PROPOSALS

(7)

=2
(7)

(8)

(8)
-3
-2

-4

(7)
(7)

=i
(3)

(Z)

(8)

-8
(7)

-4

(7)

-3

-2

(8)

(1)
(7)
(8)
-6
-4
-6
-3

(7)
(7)

(3)

(7)

(8)

(8)
(7)

=3

(7)

-3
=11

(8)

e
=B
=2

-8
-3
(7)
(7)

(3)
(7)

-10

(2)

-8
=13

(8)

(2)
(2)
(2)
-16
=10
-18
(2)

(2)
=5

=10



B. Allow two-year carryforwérd of 1988 and 1989 ilow-income

housing authority..... A e e S A S S Ve
C. Repeal uniform capitalization rules for artists, writers,

and photographers (effective as if in 1986 Act). . ... .....coouuu...
D. Repea)l uniform capitalization rules tor livestochk*#*
o Extend mortgage revenue bonds through June 30, 1989............ 5
F Extend educational assistance through December 31, 1988 (deny

exclusion for expenditures related to graduate deygree other

than benefits provided under section 117) ... . ...t ireenneennnn
G. Extend group legal services through December 31, 1988

($70 annual cap on value of coverage)..... Ol G ol b e G O e XO
H. Extend special student loan bond arbitrage rules through

Jume 30 VABO L st o e v e im0 o W a8 wE S E S S GRS S e ¢GRS 5 6 e
I. Extend energy credits for business solar, geothermal, and ocean

thermal property through June 30, 1989................ G B O e )

4] Extend modified targeted jobs tax credit through June 30, 1989
(credit for summer youth reduced to 40 percent)..........vuouueee.n

K. Extend R & D credit through March 31, 1989 (use pro rata
calculation OF eaPeNSOE ) . s 1uiz ias s 95 165 163 sws iiws sws 2ws cals aals s wala

L. Adopt 64% Treasury Reg. sec. 1.B61-8 modification with gross
sales cap and allocate 64% of foreign conducted research to
foreign sources, both effective for 4 months of first taxable

year beginning after August 1, 1987 (use pro rata calculation
OF BRDENSES ) os v viv s s s @5 riee s v o Ko s £@a £0% £ O3 €65 505 008 €84 93 £o8 £0 5% 04
M. Extend tax exemption of FSLIC payments and special reorganization

and loss carryover rules through June 30. 1989, and expand
availability of same benefits to FDIC-assisted transactions.
Disallow 50% of current interest expense, net operating losses
and certain built-in losses to the extent compensated or recouped

By assiistance PAVMEeMES s «sis <0 : slos sias el s vt vins o7 s o 5s ials Ses sio ot .
N. Permit domestic election for controlled foreign 1nsurance

corporations (.75% toll charge with maximum payment ot $1.5

million, retrogetive to 1/ 1/BB) & civ e s am b oimeime & s o6 56 &ims §se oe
0. Repeal Treasury's authority to lengthen depreciable lives........
P. Temporary increase in qualified plan reversion excise tar to 60%.

Subtotals: EXPIRING PROVISIONS AND OTHER SUBSTANTIVE PROPOSALS.......

GRAND TOTALS:

-189
-43
-128
=TT
=225

-60

-39

=96

-178

-194

-21 -69 -99
-39 -2 -2
-55 -76 3

-8 -35 -34
-225 = --
_60 i -
-2 -4 -4
-25 -15 1
-33 -42 -21
-101 -67 -10
-194 —= ==
150 -233 -103
28 -15 -13

7 11 =2
-70% -576 =312
98 -218 121

Gain of less than $500,000.

Totals are not available for estimates represented by footnotes.

Loss of less than $500,000.

Revenue effect net of outiay eftect.

OQutlay effect.

Increased outlay of less than $500,000.

Loss of less than $1 million.

Negligible effect.

addition to the additional technical corrections described

in JCX-25-8B8, September B8, 1988, the amendment contains three

more modifications to the technical corrections title ot the

bill: (1) deleting a provision relating to the Riverwalk

project in New York City; (2) clarifyinyg that the investment

tax credit cash-out provisiaons of the 1986 Act prevail over

refund offset provisions; and (3) providing that the 1986 Act's

election for the recapture of bank bad debt reserves is made on a bank

by bank (as opposed to a consolidated group) basis,.

**+ A companion provision mandates the use ot the 150-percent declining
pbalance method, switching to the straight-line method tor any
property used in the trade or business of tarming. Further,
single-purpose agricultural or horticultural structures are
assigned a recovery period of 10.5 years.
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