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c. Preferred stock eligible for small business corporation 
stock treatDent 

Present Law 

Under present law, a taxpayer is allowed to deduct, as 
an ordinary loss, up to $50,000 ($100,000 in the case of a 
joint return) of loss on the disposition of "section 1244 
stock." Generally, "section 1244 stock" means certain common 
stock of a domestic small business corporation. 

Explanation of Provisions 

The bill, which would apply to stock issued after the 
date of enactment, would extend the definition of "section 
1244 stock" to include preferred stock of qualified small 
business corporations. 

Revenue Effect 

It is estimated that the provision will reduce budget 
receipts by less than $5 million annually. 
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d. Coordination of certain amendments made by the Highway 
Revenue Act of 1982 and Public Law 97-473 

Present Law 

The Highway Revenue Act of 1982 added a provision 
relating to interest on certain tax-exempt obligations. 
Public Law 97-473 may have inadvertently repealed the section 
contained in the Highway Revenue Act. 

Explanation of Provisions 

The bill would clarify that the provision of the Highway 
Revenue Act was not repealed. 

Revenue Effect 

The provision would not affect revenues. 
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H.R. 3593 (Messrs. Stark and Conable) 
Medical Care Deduction Allowed For 

Lodging Away Fro. Home 

Present Law 

Individuals who itemize deductions may deduct expenses 
paid during the taxable year, not reimbursed by insurance or 
otherwise, for medical care of the taxpayer, the taxpayer's 
spouse, or a dependent, to the extent that such expenses 
exceed five percent of adjusted gross income (Code sec. 213). 
The term medical care is defined in the statute to include 
amounts paid for: (1) the diagnosis, cure, mitigation, 
treatment, or prevention of disease, or for the purpose of 
affecting any structure or function of the body; (2) 
transportation primarily for and essential to such medical 
care; and (3) insurance covering medical care (sec. 2l3(d». 

Thus, under present law, the costs of transportation for 
purposes of obtaining medical care are deductible (see, e.g., 
Winderman v. Comm'r, 32 T.C. 1197 (1959) (Los Angeles 
taxpayer with medical problems allowed to deduct round-trip 
cost of traveling to New York City for annual physical with 
internist). However, meal and lodging expenses incurred in 
connection with "out-patient" medical treatment received 
while away from home are not deductible (secs. 213, 262; 
Treas. Reg. sec. 1.2l3-l(e) (1) (iv); Comm'r v. Bilder, 369 
U.S. 499 (1962) (deduction disallowed for rental of apartment 
in Florida for New Jersey taxpayer and his family, where 
taxpayer suffering from atherosclerosis had been advised by 
heart specialist to spend winter season in warm climate) . 

Explanation of the Bill 

Under the bill, the definition of medical care provided 
in Code section 2l3(d) would be broadened to include amounts 
paid for lodging while away from home under circumstances in 
which such lodging is primarily for and essential to medical 
care provided by a physician in (1) a licensed hospital or 
(2) a nationally or regionally recognized medical care 
facility. The deduction would not be allowed for amounts 
paid for lodging that is lavish or extravagant under the 
circumstances. Further, no deduction would be allowed if 
there is a significant element of personal pleasure, 
recreation, or vacation in the travel away from home. 
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Effective Date 

The provisions of the bill apply to taxable years 
beginning after December 31, 1983. 

Revenue Effect 

The provisions of the bill are estimated to reduce 
fiscal year budget receipts by $1 million in 1984; $9 million 
in 1985; $10 million in 1986; $12 million in 1987; and $14 
million in 1988. 

possible Modifications 

The amount of deductible lodging costs could be subject 
to a per-diem limitation, such as the Federal Government 
per-diem allowance for Federal employees traveling away from 
home on government business. 


