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TECHNICAL CORRECTIONS ACT OF 19 88 . S. 2238. AS REPOR TED Wlnl MODI F ICAT ION S 

It e m 

Fi~ c al Years 1989-91 
(Millions o t Dollars) 

Section I: TECHNICAL CORRECTIONS ACT OF 1988. S. 2238. AS REPO RTED BY 
THE SENATE CO MM ITTEE ON F INA NCE 
Titles I and I I.--Technical Corrections to the Tax Reform Ac t and 

Ot her Revenue Legislation ........................ . 
Title III.--Corrections to Diesel Fuel Excise Tax Co llection and 

Exemption Procedures (effective October 1. 1988) ....... . 
Title IV .--Other Corrections and MOdifi c at ions 

A. Corporate Estimated Tax Payment s ................ ............. . 
8. Tax Treatment of Indian Fishing R igh t S ....................... . 
C. Repeal of Limitation on Treasury Long-Term Bond Authority .... . 
O. Additional Simpl ification and Clarification Provisions 

1. Revise sanction for violatio n of the C08 RA health c are 
continuation rules (effective for taxable year s 
beginning after 1988) ............ ........................ . . . 

2. Simplify fringe benefit nondi5cr imination rules (sec. 89) 
(effective for years beginning atter 198B) ................. . 

3. Esta t e and Gift TaK: Estate Freezes ..... ..... ....... ....... . 
Title V.--Rai Iroad Unemployment and Retlrement Provisions (4) ...... . 
Title VI.--Social Securi t y Act: Minor a nd Technical Amendments (5) .. 

Subtotals: TECHNICAL CORRECTIONS ACT OF 19 88 . as Reportee! ............ . 

Additional Technicals and Modifi c ations of Previously Adopted 
Technicals * ................. ..................................... . . 

Subtotals: TECHNICAL CORRECTIONS ACT OF 198 8 . as Reported ............ . 
with modifications to previously adopted technicals 

Section II: PROVISIONS THAT CLOSE LOOPHOLE S 
A. Corporate Estimated Tax Speed-up ......... ..... .... ...... ........ .. 
B. Single-Premium Life Insurance (includ in9 mortal ity charge 

modifications) .............. ........................ , .. ......... . . 
C. Alaska Native Corporations ..•........... ... .........•........ ..... 
O. Modification of Distil led Spirits Fla vors Cred it ................. . 
E. Oisal low business or investment deduct ion tor base charge of 

home telephone . ..... ....... ...................................... . 
F. Update IRS valuation tables ...................................... . 

Subtotals: PROVI SIONS THAT CLOSE LOOPHOLES .......................... . 
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B. 

c. 

-- -- -
1. A I low s u rvi ving s p ouse to cast, rent a fafm t o anothe r 

family me mbe r for special us e v aluati o n ,"ules ............. . 
2. Discharge of indebtedness inc ome by rural (O-OPS on loan 

prepayments pursuant to OBRA .............................•. 
3 . One-year deferral of proceeds tram I ive~tock sold on 

a cc ount of drought .. .....•..........................•...... 
4. Exemption from F ICA tax fo r certain agri cul tural wo rke rs .. 

Pensions and Employee Benefit s 
1. MOdify employee benefit nondi scriminat ion rules: 

church plans and cafeter i a plans ....•...................... 
2. MOdify sec t ion 403(b) no ndiscrimination rules ...... . ... . .. . 
3 . Provide that plans of police or firef igh ters are tested 

separa t ely for purposes of t he minimum participa tion r ule .. 
4. Al low marital deduction for gifts of joint and survivor 

annuities . .. • ... .............•..•. . ..................•...•. 
5 . Allow rural telephone coops to maintain 401(k) plans .•..•.. 
6. Apply a safe harbor to employee leasing ru les for temporary 

service companies .................... .. .......... . ...•..... 
7. MOdi fy appli ca tion of section 415 to gover'"llelltal plans .... 
8. Treat ChurCh self-insured death bellefit pldns d!> life 

insurance . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . .............. . 
9 . S tudy on effects of minimum pdr t icipat ion, "Ie ........... .. 

10 . State gold coins not treated d!> co lle Ltiule" fo,' IRA 
inves tments ......•...•............. . .. . .................... 

11. One-year delay in age 70-1/2 required ueginniflg da te 
relating to qualified plans for 501(c)(3) and putllic 
emp I oyees .... ... .......................................... . 

12. Fu nding rules appl icable to multiple employer pens ion plans 
13 . Moratorium on coll ec t ion of withdrawal lIability from 

multiemployer pension plans in cases ot i I leual strikes ... . 
14 . Study of section 1706 .................................... . 

Exempt Organizations 
I . Move forward effe c tiv e date fa, 1986 Act provl~ion 

regarding UBIT exemption for cer t ain games of Lildnce 
to Oc t ober 22. 1986 ...................................... .. 

2. Cl arify t ha t section 501(e) orgdnizations (dn purChase 
group in~urance for ta '-e.elllpt Ilo"pitdl!> .... ............ .. . 

3. Exempt char itable relief Cdr UO from ha,bor mdil'lelldnce tax . 
4. Exe mpt universities from $ 250 BATt' occupationdl tdX for 

small (less than 25 gallons per year) ot speLidlly­
denatured distilled spirit s (including ethyl alCOhol) used 
in labo r atory experiment s .......... ..... .................. . 

5. Allow 80% Charitable ded uc t ion for payments to colleges for 
right to purchase athl etic t icke t s ........................ . 

D. Ad minis trat ive Provisi ons 
I . Cer ta in repairs not tr ea ted as manufa cturing tor retai I 

t ruc k excise tax (effe c tive January I. 198ti) .............. . 
2. Cer tain tolerances permitted in dete rmination of . ine 

excise ta x (effective January 1 . 1989) .................... . 
3. Allow marketers to file directly for a reflJf,d of 

gas ta x when gasol ine is sold 10 a State or local 
government . ... . ... ........................................ . 

4. Ele c tion to treat passive foreign investment company (PFIC) 
s tock as stock in a qualified elec ting fund ............... . 

5. Provide election by parent t o claim unearned income of 
dependent on return ........... . .... ....................... . 

6. Change in due date of GAO t rade study ..................... . 
7. Permit information s ha ring with ci t ies above 2~O.OOO 

in populat ion .....•........... ............................. 
8. Ciga rette excise t ax and health study ..................... . 

-5 

(3 ) 

55 
(8) 

(3 ) 
(3) 

( 3) 

(8 ) 
-2 

(7 ) 
(3) 

(8) 

(8) 

(7) 
(8 ) 

(I) 

- I I 

(7) 

(7) 

(8 ) 

(3 ) 

-5 

(I) 

(3 ) 

(8 ) 

-1 

(3 ) 

-38 
(tl) 

(3 ) 

(3 ) 

(3 ) 

(8 ) 
-4 

(7) 
(3 ) 

(8 ) 

(8 ) 

(7 ) 
(til 

(ti) 

(7) 

(7) 

(8 ) 

-3 

( 3) 

( 3) 

(I) 

(3 I 

(8 ) 

(8 ) 

(3 ) 

-38 
(8 ) 

(3) 
(3 ) 

(3 ) 

(8 ) 
-5 

(7) 
(3 ) 

(8 ) 

(8) 

(8 ) 

( 3) 

(7) 

(7) 

(8) 

-3 

(3) 

(3 ) 

(I) 

(3) 

(8) 

-6 

(7) 

-21 
(2 ) 

( 2) 
(2) 

(2) 

( 2) 
-II 

(2 ) 
(2 ) 

(2 ) 

( 2) 

(2 ) 
(2 ) 

(2 ) 

-I I 

(2 ) 

(2 ) 

(2 ) 

- II 

(2 ) 

-5 

( 2) 

(2 ) 

(8 ) 



F. 

2. 

3. 

4. 
5. 

va'uatlon or ground leases under the mortgaye revenue bond 
(MRB) program . ... .................................. ....... . 
Direct expedited review of ta.-exempt bonds tor hazardous 
wast e cleanup programs (legislative history) ..............• 
Calcul at ion of income limits for qual ified mortgage bond 
financed homes in high housi ng cos t areas ................. . 
Ta x- exempt financing for high-speed rai I faci I ities .. .. ... . 
Application of arbit rage rebate requirement to bona fide 
debt servi ce funds ........................ . ............... . 

Mis cellaneous Provisions 
1. Measure ownership change as of end of bankruptcy for 

purposes of determining whether taxpayer qualifies 
under bankrupt cy exception to 1986 Act net operatin9 
loss rules ........ .................................. . 

2. Bad debt exception for small banks sold by large banks .. 
3. Personal holding company exemption for broker-dealers ..... . 
4. Extend foreign currency sourcing and characterization rules 

prospectively to financial instruments that are 
marked-to-market ........... ... .. ........................ . 

5. Suspend recapture of excess loss accounts in connec tio n 
with certain dual resident company reorganizations ...... . 

6. Chain deficit rule: al lo w consol idation o f insUranLe 

7. 

8. 
9. 

10. 

11. 
12. 
13. 
14. 
15. 

16. 

17. 

18. 

19. 

20. 
21. 

22. 
23. 

24. 
25. 
26. 

27 . 

subsidiaries......... ..................... . ...... . 
Permit earnings from 936 proyrdm to be i"ve~teu in Viryin 
lsI ands . . . . . . . . . . . . . . . . . . .. ............ . ................ . 
ReI ief for branches of forei gn in"ur d flCe cOI"paflie~ ........ . 
Extend tax treatment of Guam banks t o al I t erritori es ..... . 
Provide carryforward of nonc onven ti ona l fu els credit und e r 
minimum tax ....... ........................................ . 
Extend section 29 placed-in -service date (I year) ......... . 
BATF sma II user fees ...................................... . 
Ethanol small producers e.emption ......................... . 
Repledging of nondealer installment obl igatio ns ........... . 
Beneficial ownership of stock held in trust included in 
determining whether certain co rporati ons mdY use tt l e c ash 
method of accounting .... ............................ , ..... . 
Above-the-line deduction for jury pay surrendereu 
to employer ..................... .......................... . 
Exclude structured settlement drranyements from minimum tax 
(ACE) .................. ................................... . 
Repeal general creditor r equi rerneflt un(ler structured 
settlement rules .. ........................................ . 
Phase in PIC discounting rules f or nonprofit hospital 
insurers ......... ......................................... . 
Cost of I iving allowances for j udi cial branch emplo yees ... . 
Al lo w medical expense deduction for se rvice animals to 
assist the physically handicapfled (legislative history). .. . 
R u r a I rna i I car r i e r s ........ ............................... . 
Ethyl alcohol .--Applies ethyl alcohol provisions of Omnibus 
Trade Act (P.L. 100 -418. sec . 1910) after enactment if 
the Secretaries of Agri culture. Energy and Treasury 
certify domestic supply wi I I not meet demand .......... . 
Federal charter for National Ac ademy ot Socia l Insurance ... 
Welfare and health amendment s ................... ...... . 
Certain employer pension contributions not included in 
FICA wage base ....................................... . 
Foster care independent livi ng initiative .............. . 

Su btota I: NONCONTROVER SIAL. LOW COST PR OPOSALS ...... . 
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to. 

C. 

D. 
E. 
F. 

G. 

H. 

I . 

J. 

K. 

L. 

M. 

N. 

O. 
P. 

Allow two-year carrytorward of 1988 drld 198 9 low-income 
housing authority.......... ................ . ...... . 
Repeal uniform capitalization rules for artists. writers. 
and photographers (effective as if in 1986 Act) ................. . 
Repeal uniform capitalization rules t or 1 ive~tock·· 
Ext e nd mo r t gage revenue bonds through June 30, 1989 .......... . 
Extend educational assistance th rough December 31. 1988 (deny 
exclusion for expenditures relat ed to graduate degree o ther 
than benefits provided under secti on 117) ...................... . 
Extend group legal services th rough December 31. 1988 
($70 annual cap on value of coverage) ........................... . 
Extend special student loan bond arbitrage rules t hrough 
June 30, 1989 ................................................... . 
Extend energy credits for business solar. geothermal. and ocean 
thermal property through June 30. 1989 .......................... . 
Extend modified targeted jobs ta x credit through June 30, 1989 
(credit for summer youth reduced to 40 percent) ......... . 
Extend R&D credit through March 31, 1989 (use pro rata 
calculation of expenses) ................................ . 
Adopt 64% Treasury Reg. sec. 1.861 -8 modifi cation with gross 
sales cap and al locate 64% of foreign conducted research t o 
forei gn sources, both effe ctive for 4 month s of first taxable 
year beginning after August 1. 1987 (use pro rata calcul atio n 
of expenses) .................. .................................. . 
Extend tax exemption of FSLI C payments and special reorganiza tio n 
and l oss carryover rules th rough June 30. 1989, and expand 
availability of same benefit s t o FDIC-assisted trdllsdctions. 
Disallow 50% of current interest expense, net operating losses 
and cer tain built-in losses t o n,e ex tent cornpellsdted or recouped 
by assistance payments ...................................... . 
Perm,t domestic ele c tion f or controlled foreign InSlirance 
corpora tions (.75% toll ch a rge wi th rn'JXimum payment ot $1. 5 
million , retroactive to 1/1 /881 ............................. . 
Repeal Treasury's authority to lengthell depreciable lives ... . 
Temporary increase in qualified pldn reversion eXLi~e tdA to 60%. 

Sub total s: EXPIRING PR OVIS ION S AN D OTHER SUBST AN TIVE PROPOSALS. 

GRAND TOfALS : 

(1) Gain of less than $500,000. 
(2) Totals are not available for estimates represented tJy lootnotes . 
(3) Loss of less than $500,000. 
(4) Revenue effect net of outlay effect. 
(5) Outlay eftect . 
(6) I ncreased outlay of less than $ 500,000. 
(7) Loss of le ss than $1 mill ion. 
(8) Neg l ig ible effect . 

In addition to the addit ional techni cdl corrections described 
in JCX-25-88, September 8, 1988, the amendment contains th ree 
more modifications to the technical corrections title ot the 
oi 1 1: (1) deleting a provision relating to the Riverwalk 
project in New Yor k C ity; (2) clari fyi nu that the investment 
tax credit cash-ou t provisions o f the 1986 Act prevdil Over 
ref und of f se t provisions; and (3) providing that the 1986 Act's 
election f or the recapture of bank bad L1ebt reserves is made on a bank 
by bank (as opposed to a consolidated group) basis . 
•• A compani on provision mandates the use ot the 150-percent decl ining 
balance method, switching to th e straight -l ine method tor any 
property used in the t rad e or business of tarm ing. further, 
single-purpose agricultural or horticultu ral structures are 
assigned a recovery period of 10.5 years. 
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