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A.5. Repeal of two-earner deduction--House recedes. 5 
A.6. Income averaging--repealed for all taxpayers 

effective January 1, 1987, except treatment 
of farmers left open. 5 

C.l. Unemployment compensation--same in both bills. 6 
C.3.a. Scientific etc. achievement awards--

House recedes. 8 
0.5. Ministers and military personnel deduction for 

mortgage interest and taxes re housing 
allowances--same in both bills. 10 

E.1.a. Meal expenses--House recedes, providing that 
business discussion need not take place at 
meals, deleting authority to reduce $25 de 
minimis rule for substantiation requirements, 
and adopting Senate. effective date. Banquet 
exception remains open. 11 

E.l.b. Entertainment expenses other than meals--
House recedes except skybox rule open. 12 

E.l.c.{l) Luxury water transportation--House recedes. 12 
E.l.c.(2) Educational travel--House recedes. 12 
E.l.d. Travel expenses for attending conventions--

House recedes, except Bermuda provision open. 13 
E.2.b. Business use of home--House recedes. 14 
E.2.c. Hobby losses--House recedes. 15 

II . Capital Cost Provisions 

A.12. 

A.13. 
B. 

C.l.e. 

C.3. 

0.1. 

E.l. 

Regular investment credit--House recedes to 
Senate technical amendment, transition rules 
left open. 25 
Finance leases--House recedes. 26 
Limitations on business credits--Senate 
recedes. 26 
R&D--University basic research credit--same in 
both bills. 27 
Orphan drug tax credit--extend 3 years (to end 
of 1990) 28 
Amortization of trademarks and trade names--
House recedes, transition rule open. 29 
Rehabilitation tax credit {other than transition 
rules)--House recedes, transition rule open. 31 

IV. Agriculture, Timber, Energy, and Natural Resources 

A.l.a 

A.l. c. 

Soil and water conservation expenses--House 
recedes. 40 
Land clearing expenditures--same in both bills. 40 
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A. 2. Dispositions of converted wetlands and 
erodible croplands--House recedes. 40 

C.l.b. Foreign IDCs--House recedes, transition rule 
open. 44 

D.l.b. Foreign mining exploration costs--House recedes.46 
E.2.a.(I) Business solar energy credit--lO% credit in 

1988 (other years same in both bills). 48 
E.2.a.(2) Business geothermal energy credit--same in 

E.4.a. 

E.5. 

VI. Corporate 

both bills. 
Alcohol fuels credit and excise tax 
House recedes. 
Neat alcohol fuels--House recedes. 

48 
exemptions--

49 
49 

C. Corporate dividends received deduction--House 
recedes, item (b) open. 56 

D. Extraordinary dividends received by 
corporate shareholders--House recedes providing 
2-year holding period before the date of 
announcement or agreement about dividend 
and with .technical amendments; transitional 
rule open. 56 

F. Dividend exclusion for individuals--House 
recedes. 57 

G. Stock redemption payments--House recedes. 57 
K. Allocation of purchase price in certain sales 

of assets--House recedes. 63 
N. Cooperative housing corporations--adopt 

provisions in both bills. 65 

VII. Minimum Tax 

A.4.m. Excludable income earned abroad by u.s. 
citizens.--House recedes 

VIII. Accounting 

F. Bad debt reserves--House recedes, except 
treatment of financial institutions, finance 
companies, banks for cooperatives, and 
production credit associations left open. 

IX. Financial Institutions 

E. Losses on deposits in insolvent financial 
institutions--same in both bills; reaffirm 
IRS announcement on noninclusion of interest 

74 

85 

credited by these institutions. 92 

X. Insurance Products and Companies 

A.I. Exclusion for interest on installment payments 
of life insurance proceeds--House recedes, 



B.l. 

B.S. 

C.6. 
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effective for deaths occurring after date of 
enactment. 

Special life insurance company deduction-
House recedes, transition rule open. 
Operations loss deduction of insolvent 

companies--same in both bills. 
Protection against loss (PAL) account for 

mutuals--House recedes, except recapture 
of existing accounts left open. 

XI. Pensions; Employee Benefits; ESOPs 

93 

95 

97 

100 

A.l.b. 
A.4.b. 

Spousal lRAs--Senate recedes. 102 
Unfunded deferred compensation arrangements of 

State and local governments (required 
distributions}--House recedes. 107 

Top-heavy plans (benefit and accrual)--B.6. 

B.8. 
House recedes. 118 
Benefit forfeitures--same in both bills. 119 

C.3.a. la-year forward averaging and pre-1974 capital 
gain treatment--House recedes, transition 
rule open. 123 

C.3.b. 
D.3. 

Constructive receipt--Senate recedes. 123 
Asset reversions under qualified plans--House 
recedes, except (b), transition rules, 
and special exception open. 131 

E.2. Collective bargaining agreement be bona fide--
same in both bills. 132 

XII. Foreign Tax Provisions 

A.4. Effect of foreign and U.S. losses on foreign 
tax credit.--House recedes. 

A.5. Subsidies.--House recedes. 
C.l.a.(7} Subpart F related party definition.--Same 

in both bills; effective date open. 
C.l.d Subpart F exception for possession-chartered 

corporations.--Same in both bills; House 
recedes as to effective date. 

C.2. Application of accumulated earnings tax and 
personal holding company tax to foreign 
corporations.--Same in both bills; effective 
for gains and losses realized on or after 
January 1, 1986. 

D.l.a.(2)-(S) Possessions tax credit.--House recedes. 
D.2.a. Other rules with respect to U.S. Virgin 

Islands.--House recedes, except as to item 
D.2.a.2.iii, page 170 (authority of Virgin 
Islands to reduce tax on non-V.I. income), 
which is left open, and effective date, 
page 171, which is left open. 

D.3.a Treaty impact on u.s. Government employees 
in Panama.--Senate recedes. 

D.3.b Tax-free allowances for u.S. Government 

158 
159 

167 

168 

168 
169 

170-2 

172 



0.5. 

E.l. 

E.2. 

E.3. 

E.5. 
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employees in Panama.--House recedes. 
Exclusion for private sector earnings of 
Americans abroad.--House recedes. 
Branch-level tax.--House recedes except as 
to item (d), where House recedes with an 
amendment (1) to reduce present law's income 
threshold to 25 percent in connection with 
second-level withholding tax on dividends, 
and (2) to base withholding tax on interest 
on deduction taken by branch, with amounts 
in excess of actual branch payments treated 
as interest paid to a home country parent. 

Retain character of effectively connected 
income.--House recedes with amendment to 
delete the provision that taxes removal of 
assets from u.s. jurisdiction and that steps 
up basis. 
Tax-free exchanges by expatriates.--Senate 
recedes. 
Reporting by foreign-controlled 
corporations.--House recedes. 

172 

173 

175 

175 

175 

175 

XIII. Tax-exempt Bonds 

H. General Stock Ownership Corporations (GSOCs)--
same in both bills. 204 

xv. Compliance and Tax Administration 

A.l. 

A.2. 

A.3. 

A.4. 
B.l. 
B.2. 
C.l. 

C.2. 

Penalties relating to information returns--
House recedes. 216 
Failure to pay taxes 
a. Increase in penalty--House recedes. 216 
b. Report on cost of collection charge--Senate 

recedes (i.e., no report). 216 
Negligence and fraud penalties 
b. Expand per se negligence penalty--House 

recedes. 217 
c. Apply negligence penalty to all taxes--House 

recedes. 217 
d. Apply fraud penalty only to portion 'of 

underpayment attributable to fraud and 
increase rate--House recedes. 217 

Substantial understatement--House recedes. 217 
Differential interest rate--House recedes. 218 
Accumulated earnings tax--Senate recedes. 218 
Real estate--House recedes, with reordering of 
persons responsible for reporting «1) person 
responsible for closing, (2) mortgage lender, 
(3) seller's broker, (4) buyer's broker, 
(5) any other person designated in Treasury 
regulations.) 219 
Persons receiving Federal contracts--House 



C. 3. 

C. 4. 
C.5. 

C.6. 

C.7. 

D.2. 
D. 3. 

D.4. 

D.5. 

D.6. 

E.l. 
E.2. 

E.3. 

F.3. 

F.4. 

H.l. 

H. 2. 

H.3. 

H.4. 

H. 5. 

H.6. 

H.7. 

H.8. 
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recedes. 219 
Reporting on State and local taxes--House 
recedes. 219 
Royalty payments--House recedes. 219 
TINs of dependents--House recedes with 
effective date of January 1, 1988. 220 
Tax-exempt interest required to be shown on 
returns--Senate recedes, with provision 
delaying effective date one year. 220 
Modify separate mailing requirements--House 
recedes. 220 
Tax shelter registration--House recedes. 221 
Penalty for failure to register--House 
recedes with amendment deleting the SlO,OOO 
cap of present law. 222 
Penalty for failure to report tax shelter 
number--House recedes. 222 
Penalty for failure to maintain lists of 
investors.--House recedes on increasing maximum 
to $100,000; Senate recedes on increasing S50 
penalty. 222 
Tax shelter interest--Senate recedes, with 
amendment providing that sham or fraudulent 
transactions are subject to present law. 222 
Estimated taxes--Individuals--House recedes. 223 
Estimated taxes--Private foundations--
House recedes. 223 
Estimated taxes--Unrelated business 
income tax--House recedes. 223 
Report on Tax Court inventory--Senate recedes 
with amendment providing report is due every 
2 years. 224 
Tax Court provisions--House recedes, with 
addition of 2 items: 

(1) allow interlocutory appeals to be 
certified to Court of Appeals and 
(2) conform survivor's annuities to District 
Court provisions. 224 

Suspend statute of limitations in disputes 
over third-party records--House recedes. 227 

Authority to rescind statutory notice of 
deficiency--Senate recedes. 227 

Authority to abate interest due to errors or 
delay by the IRS--House recedes, changing 
$1 million figure to $50,000. 227 

Suspension of compounding where interest on 
deficiency is suspended--House recedes. 227 

Exemption from levy for service-connected 
disability payments--House recedes. 228 

Rules applicable to forfeitures--Senate recedes 
effective date of enactment. 228 
Certain recordkeeping requirements--House 
recedes. 228 
Disclosure of return information to cities--
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House recedes. 228 
H.9. Regulatory Flexibility Act applied to IRS--

Senate recedes. 228 
J. Report on return-free tax system--same in both 

bills. 229 

XVI. Exempt and Nonprofit Organizations 

A. Exchanges and rentals of membership lists--
same in both bills. 230 

B. Distribution of low-cost articles by charities--
Senate recedes. 230 

D. Tax Exemption for certain title-holding 
companies--House recedes. 231 

XVII. Other· Provisions 

B. 

C. 

G.2. 

Olympic Trust Fund and excise tax--House 
recedes. 
Collection of diesel fuel excise tax--same in 
both bills. 
Rules for spouses of Vietnam MIAs--same in 
both bills. 

233 

233 

237 


