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J o i n t Committ ee o n la. a tlon 
No v emb er 21, 1989 

JCX-74-8 9 

EST IMATED REVENUE EFFECTS OF CONFERENCE AGREEMENT ON REVENUE PROVISIONS OF H. R . 3299. 
the Omnibus Budget Reconc i liation Act of 1989 

Fi sc a l Ye ars 1990-1 9 94 

[ Millions of Doll a rs) 

Item 1990 1991 1992 1993 1994 1990- 94 

Current-la w 
Code Se c t i on Expira ti on 

Extension of Certain Expiri ng Prov i sions (1) ------------ - - ---------,. Employer-provided educational assistance .. . .... Sec. 127 12131/88 -418 -82 -500 
2. Group legal serv ices ........................... Sec. 120 12131/88 -112 -17 -129 
3 . Targeted jobs ta. credtt ......... . ....... .. .... Sec. 51 12131/89 -36 -64 -41 -17 -10 -168 
4. Mortgage revenue bonds and mortgage credit 

cert I f Icates . .... . . .. . ............. . .. .. .. . .. . . Sec. 143 12131/89 -10 -40 - 66 -67 -66 -249 
5. Qualified small-Issue bonds ............... . .... Sec. 144 12/31/89 -1 -28 -45 -43 -41 -164 
6. Business energy credits (solar, geothermal, 

and ocean therma I) ................. . .......... . Sec. 46 12131/89 -50 -31 4 2 -14 
7. Health i nsurance for self-employed . . ...... . .... Sec. 162( I) 12131/89 -183 -98 -281 
8. Low - income housing credit (with modlflcatlons).Sec. 42 12131/89 -69 -193 -249 -264 -264 - 1,039 
9 . Research and e.perlmentatlon c red It (w It h 

mod I fica t Ions) . ... . ....................... . .... Sec. 41 12131/89 -299 -287 -97 -54 -48 -785 
10. Research and e . perlmentatlon cost allocation 

rules (64')(, 81 locatIon; effect Ive for ta.able 
years beginning after August I, 1989) ... . . .. . .. Sec. 861 (2 ) - 251 - 206 -457 

Subtotal, E.plrlng Provisions: - I ,435 -1,046 -494 -443 -428 -3,846 

B. Corporate Provisions 
I. Modify treatment of distributions by certain corporations filing 

consolidated returns ... . .. . . ... . ......... . .. . ... .. . . ......... ....... . 
2. Modify treatment of certain high-yield original Issue discount 

(010) obI igat I ons . .. .. .. .. ..... . ......... . .. .. ......... .. . .... . . 
3 . Limit nonrecognition treatment when securities are received 

In certain sect Ion 351 transact Ions . . ........ . .. .. . ... .. . .. .... . 
4. Provisions relating to regulated Investment companies (RICs) 

a . Require mutual funds to distribute 98')(, of ordinary Income .. . 
b. Adjust basis for mutual fund load charge only If shareholder 

holds shares for required time period . ... . .......... . . ....... . .. . 
c. Include dIvidends In Income of RICs on e.-dividend date ... . .. . .. . 

5. Reduce built-In gain and loss threshold for sections 382 and 384 . ... . 
6. Require basis reduction for nonta.ed portIon of divi d ends on self -

liquidating ("wasting") stock .. . ..................... . .. ... . ........ . 
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Item 

7 . 

8. 

9. 
10. 

II. 

12 . 

MOdi fy consolidated return excess loss account recapture r ,l!les to , " .. _ 
prevent shifting of basis to debt ..•• , ... ................. ~ ......... . 
Clarlf~ Tre8s~~~ regul~~ion a~thorlty , ~~l at ing to bifurcat lop P~ . " 
an inst rument into debt and equity portions (section 365 ) ....... ~ .( 3) 
Require reporting to IRS of acquisitions and recap it alizations .... (3) 
Require corporate estll1;lated tax paymentl' on taK li abilities for •.. , ' 
cartain S corporation income ................................. .. .. , (3) 
Limit Interest . deduct ?pns for~~arnin9s-strlppin9 payments to , 
related tax-exempt par\ies ... : .................... .... . .... ......... . 
Limit net operating loss cerrybacks attributable to interest 
expense In certain circumstances ...... ........................ ... •... 

C. E.ployae Benefit Provisions 
1 . Employee stock owners~ip plans ,. (ESOPs) 

a. Repeal partial exclusion for Interest paid on ESOP loans If 
ESOP owns no more then 50% of the employer ' s stock (section 133). 

b . Li mit deduction for dividends used to make loan payments 
to dividends on employer securities acquired with the loan 
proceeds (section 404(k» .................................•...... 

c. Impose 3-year holding period on seller to be eligible for 
tax-free rollover (section 1042) .............................. (3) 

d. Repeal special ESOP contribution limit (section 415(c)(6» ...... . 
e . Repeal assumption of estate tax liability by an ESOP 

(section 2210) .......•........................................... 
f . Repeal ESOP estate tax deduction (section 2057) ...............•.. 
g. Repeal special ESOP net operat ing loss rule 

( sect Ion 362( I) (3) (C» .... .. ............... , .................. (3) 
2. Limit contributions to pension plans for retiree medical benefits 

(section 401(h) accounts) ............. ............. ................. . 

O. Foreign Provisions 
I. Conform tax years of control led foreign corporatl~ns and foreign 

personal hold ing companies to the tax years of certain U.S. 
shareholders (with one-month excep tion) ............................. . 

2. Resource income to prevent avoidance of for eign tax credit 
li mitation . . ;'1 ..... . .. ...... ......... : ............................. . 

3. Improv. informati on r epor ti ng by U.S . subsIdiaries and branches of 
forei gn corporat ions ......................... " . . ...... , ............ . 

4. Repeal transition ru le for certain high wlthholdln~ tax Interest .... . 

E. Excise Tax Prov isi ons 
1. Avi ati on excise taxes ". , 

a. Suspend Airpor t and Airway Trust Fund tax reductlo~ . trlgger :. · ... . 
b. Modify co llect ion per iod of airline ticket tax. ......... ... ...... . 
c. Increas e air passenger International departure tax from 53.00 

to. 56.00 per perso!' ..................................... . ....... . 
2. Impose 53.00-~er-passenger tax on International departures by y'I,.I' 

commercial shi'ps . ............... ....... .. ...... ....•.... ....... ... ... 
3. Impos~ Oil Spil I Liabilit y Trust Fund petroleum tax at 50 . 05/ba~rel 

(cap at 51 billion). without waiting for authorizing legislation ..... 
4 . Impose tax on ozone-depleting chemicals sub j ect to the Montr eal 

Protoco I . .... , .' . ...... ' ............ , .......... " ........ , ............ . 
5. Accelerate deposit requirement for col lection of gasoline excise tax . 
6. Modify taxation of bulk cigar Imports ........ . .... ....... ..... .. .... . 
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Item 1990 
ll-;\.. . .. • .. '1,:1 'l: ' t· , " 

F. Like-Kind Exchanges 
1. Restr ict like-kind exchange basis-sh i ft ing techn l~~ es ' betw .~~ '· 

~ • , I l I ~ ..,;; , i 

related part ies . . .. . . . : ...... '.": .••.•. ::~ ........ ~ .. , ... . i ',: ' ~ .. ' ,' ' ,: I ' ', ,,; ;'" .~OO", 
Treat foreign and domestic real property as not llk.-~ln~ ; .. . .. .... . . , 3 

~ \; , • , , r '. '_ I ~ 
2. 
'! L 

G . ~r Accoun ti ng Provisions t ;\.\ 

1 . Repeal remaining portion of completed contract method of account ~~g :~ ' 
2. Provide "10-percent me thod " for percentage of completion method 

of accounting for long-term contracts .... . .. . .. . .. .. . . .. .. . ..... : ... . 
3. Modify treatment of costs of acquiring franchises. trademarks. and 

trade names . .. .. .........................•...... , . 
H. Employment Tax Provisions 

1. Impose Income tax withholding on the wages of c ertain ag ricultura l 
workers . . . , ...... . . '" ............•............ .. ....... . .• '" .. . 

2. Payroll tax deposit speedup (SI00,OOO threshold} ..... . =~ .. , .!~ . . . , ' 

I. Miscellaneous Provisions 
1. Include punitive damages for non-phYSical Injury In income 

(sect Ion 104) ..•. . .. . .. . ..............•..••....•...... .... . ..... 
2. Tax pre-contribution gain on certain In-kind partnership 

distrlbut Ions ... . . .. . •............•..•.........• . •. . . . ... . ......•.... 
3. Treat cellular telephones and other similar tele communic ations 

equipment as "listed property" ........ . ..... . ........... . .. ...... : . .. . 
4. Deny retroactive cer tIfi ca tion of WIN credit .. .. . .. .......... : .•..... 
5. Deny amortization of li fe estate In related-party joint purChase .. .. . 
6. Require reporting of mortgage points by lender .•. ... . ............... . 
7. Modify treatment of Investment-orIented life Insuran ce contracts .. ~~ 

J. Tax-Exempt Bond Provisions 
1. Impose restrictIons on hedge bonds . ................. . ........ . ...... . 
2. Expand 6-month exception to tax-exempt bond arbitrage rebate rules ., .. 
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K. MOdifications to the Corporate Alternative Minimum Tax 
1. Adjusted current earnings (ACE) J" 

I.r. )'1 I! 

a. Eliminate book backstop . .. . . . • .. • ................................ -388 
b. Al low ORO from ACE for 80% or more stock ownership .. . .. . : ....... . 
c. Allow ORO from ACE for 20%-80% stock ownership .................. . 

-5 
.~ 15 

d. Exclude certain cooperative fore ign sales corporations (FSCs) 
from ACE ....... . .... ..... .. . . .. .... . ..... ... . .. .. .. ............. . -2 

e. Other ACE c hanges ............... . ........ .. . .. .... . ... .. . ..... (3) -3 
2. Other minimum tax changes 

a. Allow res i dential construction firms to use CCM for AMT ..... . 
b. Ellmlnete i n d ividual R&E preference for aI' non-~drpo~ate 

entities If material participation by owner/par tn er ...... ....... . 
c. Permit ce r tain corporations with 100% foreign Income to use 

100% of foreign tax credi t s for AMT purposes . .. . .. .. . .. . . ....... . -2 
d . Allow carryover of orphan drug credit fo r minimum tax purposes . . . -I 
e. Al low exclusIon preferences as credits ... .. ' 1' : " . j • • •• ••••• • , • • • •• 

L. Revision of Civil Penalties , I ~ 

Pene I ty Reform .. ' ,; .. . . ...•...... I t" ~' 
. ,., . ,' ... . . . ," . . ... . . 
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Item 

M. Repeal FInancIal InstitutIon (FSLIC & FDIC) Tax BenefIts 
(P . L . 101-73) (7) .. ..•........... .... .... . ..... .. .... . .. . .. ... . .. ....... 

N. TechnIcal Corrections 
1 . Technical corrections without revenue effects ... . .. . ........... . .... . 
2 . Pension technical correction exempting fully-funded plans from 

varlabl e aGe premium .... ....... ..... . . ... . . .... .... . .. .... . ... ..... . 
3. Technical corrections with revenue effects 

e. Marital deduction for property passing to noncitizen spouses . .... 
b . Coordinate foreign tex credit and tax on lump-sum distributIons . . 

GRANO TOTALS ..•••...........•...•.......•.•..•.. . . • ..•• . •• . . •. . •• .•.......•... 

1990 

568 

- 10 

- 5 
( 4) 

5.628 

1991 

31 

-10 

-12 
( 4) 

3.638 

1992 

351 

- 10 

- I I 
( 4) 
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-10 
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5.133 
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213 

- 10 

-7 
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6.738 

1990-94 

1,473 

- 50 

-42 
(5) 

24.662 

( I) Expiring provisions I. 2. 3. 4, 5. and 6 are extended through 9/30/90; expiring provisions 7, 8, and 9 are e x tende d for 
a 9-month prorated portion of a year; and expiring provision 10 Is extended for the texpayer's first taxab l e yea r 
beginning after 8/1/89 for a single 9-month period to be prorated on the tax return for that year. 

( 2) Rules expire 4 months after start of a firm ' s fi r st tax year beginning after 8/1/87. 
( 3) For the purpose of this table . Items previously estimated as less than $5 mil lion are assigned an arb i trary 

amount of $3 mi I l i on . 
( 4) Negligible loss . 
(5) Totel i s not ava i lable for estimates represented by footnotes. 
( 6) Negl i gible gain . 
( 7 ) Est imat e re fl ects n et budget e ffects (Including outlay ef f ects a s estimated by the Cong r essional Budget Off ice). 


