
ESTIMATED BUDGET EFFECTS OF H.R. 4333, 
TECHNICAL CORRECTIONS AND MISCELLAN EOUS REVENUE ACT OF 1988 

Fiscal Years 1989-1991 
(Millions of Dol lars ) 

Item 

PART 1: IDENTICAL SUBSTANTIVE REVENU E PROVISIONS 

A. Individual Provision 
1. Rural letter carriers--mileage deduction . .. . ......... .. .. .... . 

B. Accounting Provisions 
1. Repeal uniform capitalization rules for : 

a. Freelance authors, photographers, a n d artist s ............ . 
b . Certain producers of animals (I) • .....• . . . ..... ••• ... • • . . . 

2. Treatment of single-purpose agricultural or hort ic ultural 
structures (2) . . .. ............. . .. . ... . . .. .. ... . .. .... . . . .... . 

3. Treatment of property used in a farming business .. ........... . 
4. Pistachio preproductive period expenses . .. ..... ... ...... .. . . 
5. Beneficial ownership of stock held in tru s t included in 

determining whether certain corporations may use the 
caSh method of accounting ....... .... .. . . ... .. .... . .. .. ... . 

C. Pens ion and Employee 8eneflt Provisions 
1. Eliminate gift tax liability on creation of spousal joint 

and surv i vor annu i ties ........ . . .... .... ... ..... ... ..... . ... . 
2. Section 401(k) plans available to employees of rural 

telephone cooperatives ........... . .... . . .. .... ..... ... ... .... . 
3. Study of treatment of certain technical services p e rsonnel ... . 

O. Insurance Provisions 
1 . Church self-funded death benefit plans tr e ated as 

life insurance .. , ....... . ..... ... . .............. ... ....... ... . 
2. Exclude structured settlemen t arrangement s trom ACE .......... . 
3. Repeal of general creditor requirement f or c e r tain p e rsonal 

injury liability assignments.... .. . ..... . .. ........... . 
4. Valuation of group-term 1 ife insurance .. .. ........ . ... . .... . . 

E. Excise Tax Provisions 
1. Certain tolerances permitted in determination of wi n e 

excise tax ............................ . . .. .............. . .. . 
2. Gasoline wholesalers permitted to claim refunds on behalf 

of certain exempt users .. . .... .............. . ....... . ... . .. .. . 
3. Retai I truck tax inapplicable where exempti on b ene fits 

Uni ted States Government . .............. .... .. . . .. . . ... .. .. . .. . 
4. Exempt donated cargo from harbor maintendnce ta L . . ..... .. .. . 

F. Foreign Provisions 
1. Suspend recapture of excess loss account in connec t i on 

with certain dual resident c ompany re o rganizat io n s .. . ....... . . 
2. Shareholder-level qualified electing fund elect i on for PFICs .. 
3. Foreign insurance branch treated as separate corporation 

(effective January I. 1989 ) .... .. ..... ..... .. ... . . ...... .. ... . 
4. Increase Netherland Antilles debt-equit y r atio ... . ..... . ..... . 

..Joint COlTun;ttee on Taxation 
JC X-32-88 

October 21, 1988 
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I tern 

G. Other Administrat ive Provision 
I. DisClosure of return informat ion to certain cities .... ....... . 

H. Miscellaneous Provisions 
1. Repeal of interest rate I imit on authority to issue bonds .... . 
2. Extend sect io n 29 placed-in -service date ................ ..... . 
3. Repeal special estate tax rates and credits t or f oreign 

estates ................... ................................. . 

Subtotals: IDENTICAL SUBSTANTIVE REVENUE PROVISIONS .................. . 

TECHNICAL CORRECTIONS TO THE TAX REFORM ACT OF 1986 AND TO 
OTHER TAX LEGISLATION .. .............................................. . 

PART 2: DIFFERING SUBSTANTIVE REVENU E PROVISIONS 

I. DIESEL FUEL EXCISE TAX COLLECTION AND EXEMPTION PROC EDUIH:S ........ . 

II. ADDITIONAL SIMPLIFICATION AND CLARIFICATION PROVISIONS 
A. Revis e Sanc tion for Violation of the Health Care 

Co nt inuation Rules ............................................. . 
8. Nond iscrimination Rules for Statutory Employee Benefit Plans ... . 
C. Estate Tax Freezes ............................................. . 
D. Tax Treatment of Indian Fishin9 Ri9htS .... ............. ........ . 

Subtotals: ADDITIONAL SIMPLIFICATION AND CLARIFICATION PROV ISI ONS .••.. 

III. EXTENSIONS AND MODIFICATIONS OF EXPIRING TAX PROVISION S 
A. Extension of EXClusion for Employer-Provided Educational 

Assi s t ance th rough December 31, 1988, with modifications ....... . 
B. Extend Group Le9al Services thr ou9h December 31. HHll:l 

($70 annual cap on premium) .................................... . 
C . Modifi cation s to the Low-Income Rental Housin9 Tax Credit ...... . 
D. Oual Ified Mort 9age Bonds (OMBs) and Mort9age Cred it 

Certificates (MCCs) 
1. Extension (through December 31, 1989) and modification 

of authority to issue QMBs and MCCs .......................... . 
E. Extend Energy Credits for Business Solar, Geothermal. and 

Ocean Thermal Property throu9h Oecember 31, 19 89 ............... . 
F. Resea rch and Development Provisions 

1 . Extension of research tax credit throu9h December 3 1.1 9 89 .... 
2. Reduce section 174 R&D expensing deduction by half of the 

amount of section 41 R&D credi t ( eff ective for taxable 
yea rs beginning after December 31, 1988) ..................... . 

3. All ocation and apportionment of R&D expenses ................. . 
G. Extension of Targeted Jobs Tax Credit through December 31, 1989. 
H. Extend Exemption of Expenses of Publ icly-Offered Regula ted 

Inve stment Companies from 2% Floor on Mis ce llaneous 
Itemiz ed Deductions through December 31, 1989 ............... . .. . 

1. FinanCially-TroUbled Financial Institutions : Reoryanlza tions, 
NOLs , and FSLIC/FDIC Ass istance Payments (extend th rough 
1989, with mOdifications) ............... ....................... . 

Subtotals: EXTENSIONS AND MODIFICATIONS OF EXPIRING TAX PROVISIONS .... 
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Item 

IV. OTHER SUBSTAN TI VE REVENU E PROVISIONS 
A. Individual Provisions 

I. Treatment of certain payments to coll ege s f o r right t o 
purchase athletic tickets ... .. . ................... . 

2. Rollover of gain on a principal resi d e nc e wh e n on e 
spouse dies .............. .. . ...................... . 

3. Deductibility of business meal s-- oi l riy w or ke r~ a lld 
U.S. ocean-going and inland waterway v ess el s ........... . . . . . . 

4. Expand innocent spouse relief for fo r mer spo uses wit h 
small net worth ..•............ . . ........... ..... ... ........... 

5. Christa Mc Auliffe Federal Government Fell o wship g rant s e x­
cludable where money spent for grant pu rpo ses ( th rough 199 0) .. 

6. Provide election by parent to c laim u n earned income at 
dependent on return ... . ... ................................... . 

7. Above-the-l ine deduction for jury pa y surr en de r e d t o emp l oyer . 
8. Al low medical expense deduction for service animals to 

assist the physically handicapped (legislative hist or y ) .... .. . 
9. Education incentives 

a. Education savings bonds ... . .......................... . ... . 
b. Study relating to tuition stamps ......................... . 

10. Nonrecognition of gain on personal resid e n c e fo r 
incapacitated individuals age 55 or o ver ........ . 

B. Accounting/Agriculture Provisions 
I. Treatment of fruit and nut tree s ................ . 
2. One-year deferral of proceeds f rom l ives t ock sold on 

account of drought ........ . . ................................. . 
3. Treatment of certain pled g ed in sta l lment obligatiolls ......... . 
4. Treatment of certain payments re c e ived as a resu lt of 

crop losses due to drought conditi o n ........ ...... . ..... . 
C. Pension and Employee Benefit Prov i si o n s 

1. Modify employee benefit nondiscr i minat ion rules tor church 
plans and cafeteria plans ........ . ......................•..... 

2. Provisions affecting section 457; COd ify I RS Notlce H8-68; 
repeal section 457 for independent cont r a c t ors; COd i fy 
1987 IRS Notice for State and loca l wo rke r s wit h perma ne nt 
grandfather for current employee s ....................... . 

3. Section 403(b) nondiscrimination rul es and certain other 
pension requirements .. . . . . .............................. . 

4. Required beginning date for qual ified pla n d is t ributions. 
5. Limitation on contributions and b enefit s un de r qualified 

plans of public employers . ................................... . 
6. Minimum participation rules: 

a. Minimum participation r u les f o r certain public 
retirement plans ..... ............................... . 

b. Provide that plans of p o l ic e o r f irefigh t ers are t es t ed 
separately for purposes of the min i mum p a r t icipa t ion 
rules . ... . .. . ....... .. . . . ................. , .............. . 

C . Study of effects of mi nimum part ic i pa t io n ru l e. 
7. Permit IRA acquisitions of S tate - i s sued co i ns ..... 
8. Application of pens io n funding ru l es t o mu lti ple-

emp I oyer plans ............. ........ , .......... , .. . 
9. Section 415 plan limits for pol ic e a nd tirefighters ..... 

10. Air cargo passenger seats - -no - additi onal-cos t fringe bene t it . . 
11. Involuntary disposition of ESOP st oc k a cquired t rom es t a t e 

Claiming special estate t a x dedu c ti on ....... . 
12. Interest exclusi o n for r efi n an c ed ESOP l oans ................. . 
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Item 

13. Effective date of section 415 limitation of collectively-
bargained agreements ................................ . 

14. Appl ication of section 89 nondiscrimination rules to 
small employers .......•.............................. 

15. Al location of assets in case of plan spinoffs ....... . 
16. Taxation of pension distributions for former spouses. 

D. Insurance Provisions 

E. 

F. 

1. Treatment of certain workers ' compensation funds .... 
2. Prepaid tax ce rtifi cates purchased by property and 

casualty insurers ............................................ . 
3. Permit investment of variable contracts in Governnlent 

securities ........................... ..................... . 
Excise Tax Provisions 

1. Certain repairs not treated as manufacturing tor the retai 1 

2. 
3. 

4. 
5. 

6. 

excise tax on trucks (effective January 1. 1988) ............. . 
Reduced gasoline excise tax rate for gasohol blenders ........ . 
Application of annual distilled spirits o c cupational tax: 
a. Exemption for certain educationa l organizations receiving 

distilled spirits tax -free for research purposes ...... 
Exemption for certain small plants producing b. 
exclusively for fuel uses ....................... . 

Allow quarterly payment of archery e.cise taA ..... .. 
Commencement date of Oil Spill Liabil ity Trust Fund 
and e.cise ta. on petroleum ........................ . 
Harbor maintenance taA to be imposed once on certain 
Alaska. Hawaii. or possessions cargo ................ . 

Foreign Provisions 
1. Extend foreign currency sourcing an d characterizdtion 

2. 
3. 
4. 
5. 

6. 

7. 

rules prospectively to financial instruments that are 
marked -to-market ...................................... . 
Chain deficit rule for con t rol led foreign c orporations. 
Qualified possession source investment income ......... . 
Bank s organ i zed in possess ions ............................... . 
Codify absence of withholding requirement on nonresident 
a I i en' stab 1 e game income .......................... . 
Control led foreign insur a nce corporations owned by 
U.S. persons ....................................... . 
Exempt earnings of, and distributions from, Enjebi Community 
Trust Fund (effective for all open taxable years) . . ......... . 

8. 
9. 

10. 

Cost-of-living all o wances for judicial branch employees ...... . 
Dividends paid by U.S. corpora t ions. ... ... . ..... . 
Study of definition of U.S. resident ....................... . 

11. 
12. 

G. 

Bermud a and Barbados income tax treat ies ................... . 
Treatment of certain aWdrds by the District Court of GUdm .. . 

Estate Tax Provision 
1. Special use valuation--available notwithstanding re c eipt 

of cash rental by survivin9 sp ouse ...................... . 
H. Tax-Exempt Bonds 

1. Clarifi c ation of definition of manufacturing tor q Udlitied 

2. 

3. 

4. 
5. 

sma 11 - issue bonds ............................................ . 
Extension of minimum period for calculating TRAN s dfe-
harbo r comp I i ance ..................................... . 
Direct expedited review of tax -eAempt bonds tor hazardous 
was t e cleanup programs ................................... . 
Tax-exempt finan cing for cer t ain high - speed rail faci lities .. 
Clarification of Treasury Departme n t arbitrage rebate 
regulatory authority ....................................... ,. 
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Item 

1 
I ------------Conference------------
1 19H9 1990 1991 1989-91 

--------------------------------------------------------1---------------------------
1 

6. Arbitrage rebate exemption for certain debt se r v i ce 
funds and expanded for governmenta I bonds .................... . 

7. Expand volunteer fire company bond authority..... . ........ . 
8. Disregard pooled financings in determinatio n o t 

qualification for smal I-issuer exception......... . ....... . 
I. Exempt Organizations 

I. Effective date for UBIT treatment of in c ome f r om certain 
games of chance ..•....•.....•............ . . ............ .. 

2. Clarify that section 501(e) or9anizations can pu rch d se 
group insurance for tax-exempt hospi ta Is ......... . 

3. Determination of operating foundation statu s for 
certain purposes ..................... ............ . 

4. Discharge of indebtedness income of rural mut ual or 
cooperative utility companies ........ ...................... . 

J. Taxpayer Bill of Rights ................... ..................... . 
K. Other Administrative Provisions 

I. Tip reporting--require observance of 1986 Ac t provisions ..... . 
2. Provisions relatin9 to previously-required st u die s ..... ...... . 
3. Treasury authority to lengthen class lives . . . ......... .. .. ... . 
4. Repeal of reportin9 requirements for windfall p ro fit t ax ..... . 

L. Corporate/Personal Holding Company Provisions 
I. Regulat ory authority to provide access to tax r e t unds t o 

fiduciary of insolvent members of c ons o l i d ated t ax r e t u rn . . . 
2. Certain ownership changes not c ounted du ring ban k ru pt cy ...... . 
3. Wo ods I nvestment effective dat e--c la r ify weeke nds and 

hoi idays excluded ............. ........................... . 
4. Application of rules on per s onal h o l din9 GOmpd n y inco me 

to broker-dealers ....... .. . .............................. . 
5. Bank holding companies/ p ers o nal h olding co mpanie" ... . 
6. Substantiation of certain charitable co nt r ibut ions o f 

inventory property by corporations ................... . .. .... . . 
7. Relief from recognition ot corpo r ate -level gain involving 

transfer of residential cooperativ e un i ts ............. . ...... . 
8. Net Operating Losses: Definition ot ESOP e l igible tor reli et .. 

M. Miscellaneous Provisions 
1. Certain discharge of debt income n o t inclu d ed in 

adjusted book income .......... ................... . 
2. Carryover ot nonconventional tuels t ax c r e d i t under 

the minimum tax ................ ..................... . 
3. Treatment of certain day c are workers a s sel f-employed ........ . 

Subtotals: OTHER SUBSTANTIVE REVENU E PROVISIONS ................ .. .... . 

V. REVENUE- INCREASING PROVISION S 
A. Revenue - Increasing Provisio n s In c l u ded in the House Bi I I 

and the Senate Amendment 
I. Corporate estimated tdx payment s ..................... . 
2. Treatment of single - premium and investment -oriented 

life insurance contracts ....... . ...................... . 
3. Repeal of special rules al lowing loss t r a ns f ers by Alas ka 

Nati ve Corporations .............. . 
4. Update IRS valuation tables ............ ... ... ......... . 

B. Other Revenue-Increase Provisions 
I. Completed contract method of accounting f or long- t erm 

contracts .......................... ......................... . . 
2. Installment sales ot pers o nal and intang i ble property ....... .. 
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3. 

4. 

5. 

6. 

7. 
8. 

9. 

10. 

11. 
12. 

Item 

Insurance provision: Require reasonable mortality and 
expense charges for definition. of life insuran ce ............ . . 
Estate tax provision: Disallow estate and gift md ri tal 
deduction for transfers to foreign spouses ............. . 
Tax-exempt bonds: 
a. Restrictions on issuance of pooled fina ncing bonds .. 
b. Extend multifamily rental housing low-in co me tundnt 

requirements to certain 501(c)(3) bonds dnd tr edt 
certain simi lar governmental b onds dS albitrdge nonds. 

Excise tax provisi ons: 
a. Impose $0.45-per-pound excise ta . on p I pe tobacco 

(effective Janua ry 1,1 9 8 9; with tl oor s t ocks td.) ....... . 
b. Modification of distilled spirits t lavors credi t 

(effective January 1,1 9 8 9) ....................... . 
Increased penalties on bad c he c k s to IR S .............. . 
Pension reversions of qualified pldn as sets: Incredse 
in e xcis e tax .......... .............................. '" 
Disallow business or investment dedu c ti on tor babe charg e 
of home telephone .......... .............................. . 
Information reporting by partnershipb with ta x-exellipt 
partners ................... .............................. . 
Optio ns subject to wa sh sale rules ........................ . 
Dlsal low dependency exempti on fo r cer ta in students who 
have attained 24 years of age ................................ . 

Subtotals: REVENU E- INCREASING PROVISIONS ........................•..... 

VI. RAILROAD UNEMPLOYMENI AND RETIREMENT PROVISIONS ................ •.. 

VII. SOCIAL SECURITY ACT AMENDMENT S; MEDICAR L AND MLDICAIO AM ENDMEN TS 
A . Social Security Act Amendme n t s (11) 

1. Int erim benefits in ca ses of delay ed final decisions ......... . 
2. Application of earnings t est in year o t illdividuol's dedth ... . 
3. Exemption from reductio n in " wi nelfa ll" benefit ............... . 
4. DenIal of benefits to individudl s deported or ordered 

deported on the basis of associati on with t he Ndzi 
Government of Germdny durIng World Wd r I I. ........... . 

5. Modification in the term o f office of publ ic membe, s 
of the Social Security Boards of Truste es ............ . 

6. Continuation of disability benefit s during appedl ..... . 
7. Extend soc i al security exemption for members ot '"'' tdln 

reI igious fai ths ............... ......................... . 
8. Blood donor locator service ................................. . 
9. Payment of lump-sum death benefits to legdl rt'lJre s entdtives 

of widows and wido wers wh o die before receivilllj pdym'"nt ...... . 
10. Requirement of social security number as d c Olldit ion tor 

receipt of social security benefits .... . ............... . 
11. Suusti tut ion of cer tifi c ate ot election tur dp pllCdtlOIl 

to establish entitlellient to r ce rtai n reduced wi,I"" 5 dlld 
widow er's benefits ............................. . 

12. Calculation of windfall benefit gUdrdn t ee dll,o"nt IJ"",..,I on 
pensi on amounts payaule in the fir s t monUI of cOllc"r'-en t 
entitlement r ather thdn concu'Tent e ligibility ........... . 

13. Consolidation o f reports o n continuing disabi lity 'eviews. 
14. Ex clusion of employee5 bepdrated f ro Hl emploYlIJent betor" 

January I, 1989, f rom rule including as wdgeS tdodble under 
FI CA c ertain payments f or 9roup-term life illsurdIlCe .......... . 
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( 13) 
(5 ) 

-2 

26 

16 

90 
18 

59 

73 

2 
25 

100 

4,100 

64 

-2 
-6 
-7 

(4) 

(4) 
-28 

-39 
(4 ) 

-3 

(4 ) 

(4) 

(4) 
(4 ) 

-8 
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Revenue offset s show n sepa r at ely. 

(5 ) 

( 5 ) 
( 5) 

(5 ) 

-3 6 

-63 

25 

-2 1 

4 

(5) 

(5 ) 
( 5 ) 

(5 ) 

- 9 

- 51 

-60 

- 400 

14 

-414 

(5) 

(5) 
(5) 

(5 ) 

-24 

431 

-14 

417 

(4) 

(4) 
(4) 

(4 ) 

-45 

-138 

-60 

55 

-49 

6 

( I ) 
(2 ) This provision would require that a l I single - purp o ~e a g ricu lt ural s t ru c t ure 5 b e d e pr e ci ated over a 

10-year life. using the straight - line method. 
(3 ) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 

( 10) 
( I I ) 
(12 ) 
( 13) 
( 14) 
( 15) 

Loss of less than $500.000 . 
Totals are not available fo r estimat es repr e sen t ed by footno t e s 
Negligible amo unt_ 
Loss of less than $1 mi II ion. 
Gain of less than $500.000. 
Gain of less than $1 mi II i o n. 
Gain of less than $5 mi I I i o n. 
Loss of less than $5 mi II ion. 
Includes increases in outlays . 
Increased outlay of less than $ 500.000. 
Decreased outlays by less than $500.000. 
Preliminary outlay estimate s u pplied by t he Co ng r essional Budget Of fic e . 
Effect contained in item V.A .2: " Tr e a t men t o f sing l e- p r emium a n d investme llt -or- i "nted li f e 
insurance contracts." 




