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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET ACT
ON FINANCE COMMITTEE

The Congressional Budget Act of 1974 (titles I-IX of Public Law
03-344), provides the mechanisms and procedures for Congress to es-
tablish its own annual Federal budget and to consider spending, rev-
enue, and debt limit legislation in the context of that budget. The pro-
visions of the bill wounld have a number of effects on the consideration
of legislation handled by the Committee on Finance.

The major changes affecting the Finance Committee are the
following:

L. Begiming October 1, 1976, the fiscal year will begin October 1
instead of July 1,

2. By March 15 of each year (starting this year), the Finance Com-
mittee will have to submit a report to the newly created Budget Com-
mittee estimating the effect that Finance Committee legislation will
have on expenditures, revenues, and the debt limit during the next
fiscal year, and presenting the Committee's views and estimates with
respect to revenues and the debt limit,

3. Certain kinds of legislation will have to be handled before spe-
cific dates. Revenue and debt limit legislation for the upcoming fiscal
year, and legislation increasing expenditures in such areas as socinl
security and welfare, cannot he considered by the Senate before May
15. Towever, procedures are provided for waiving these restrictions,
ordinarily by obtaining Budget Committes approval of a resolution
permitting immediate Senate consideration.

4. If the Finance Committee reports legislation affecting welfare,
medicaid, social services, and other non-trust-fund entitlement pro-
grams, and it excceds the amount budgeted in the most recent concur-
rent budget resolution, the legislation is to be referred to the Appropri-
ations Committec for 15 days.

5. In September of cach year, the Congress will debate and adopt
a concurrent resolution setting appropriate spending, revenue, and
debt limit levels for the coming fiscal year. The resolution can direct
the Finance Committee to report legislation raising taxes or cutting
back on spending programs within the Committee’s jurisdiction.

1)






CONGRESSIONAL BUDGET AND IMPOUNDMENT
CONTROL ACT OF 1974 (PUBLIC LAW 93-344)

1. Overall View

OUTLINE OF CONGRESSIONAL BUDGET PROCESS UNDER
PUBLIC LAW 93-344

On April 15 of each year, the new Budget Committees of the House
and Senate would report to their respective Houses a concurrent reso-
lution which would, in effect, be a Congressional budget document
setting forth approprmto lev els for spending, revenues and public
debt for the coming fiscal year. The spending levels would be broken
down into functional categories (such as “health,” “income security,”
“national defense”). The recommendations in the resolution reported
by the Budget Committee would be subject to debate and amendment.
When agreed to by House and Senate (by May 15), the resolution
would represent Congresswnal judgment of the nppropnate fiscal situ-
ation for the coming year, although the amounts set forth in it would
not otherwise be binding.

After the May 15 adoption of the concurrent resolution, action on
spending and revenue bills would proceed through early September.
In the first half of September, a second concurrent resolution on the
. budget would be considered by the Congress which would revise or re-
" affirm the earlier resolution and which could direct the appropriate
Committees to report legislation changing spending, revenue, or debt
limit levels (or any combination of the three). Upon adoption of the
resolution, Committees directed to do so would report the legislation
called for by the resolution, and this legislation would then be debated
by Congress as part of a “reconciliation bill.” Public Law 93-344 calls
for action on this reconciliation bill to be completed by September 25,
5 days before the start of the new Federal fiscal year which will run
from QOctober 1 to September 30.

WAIVER OF RULES REGARDING BUDGET PROCEDURE

All the rules applicable to Senate procedures under the Congres-
sional Budget Act can be suspended by a majority vote of the Senate.
In addition, the Act includes a special waiver procedure in connection
with the provisions requiring that authorization bil's not be acted on
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after May 15 and that revenue, debt limit, and spending bills (includ-
ing social security, welfare, etc.) not be acted on before May 15, If a
Committee wished to have such legislation considered outside of the
prescribed time, it would report out a resolution providing for waiver
of the rule. This resolution would be referred to the Budget Commit-
teo which would have 10 days in which to consider and make its rec-
ommendations with respect to the waiver. Onco the resolution is ap-
proved by the Budget Committee (or after 10 days in any case). the
resolution of waiver would be voted upon by the Senate, and, if it is
approved, the Senate could proceed to consider the legislation.

THE ISSUE OF IMPOUNDMENT

The Congressional budget established by the bill takes the form of a
concurrent resolution which is passed by both House and Senate and
consequently represents Congressional judgment of what would be
appropriate levels of Federal spending, debt, and revenues. The reso-
lution i8 not signed by the President, however, and accordingly does
- not have the force of law. The levels of spending which the concurrent
resolution sets forth as appropriate in the view of Congress could not,
therefore, be used as a legal justification for impoundment actions. Ih
addition, Title X of the new law, entitled the “Impoundment Control
Act of 1974", sets limits on the extent to which the President can defer
the expenditure of appropriated funds and establishes procedures for
Congressional review of such deferrals and of rescissions of budget
authority which the President may propose.

2. Impact of Public Law 93-344 on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDERAL SPENDING

Annual report to Budget Committee—Each year, prior to the con-
sideration of the first concurrent resolution on the budget, cach Com-
mittee would be required to make a report to the Budget Committee
estimating the amount of additional Federal spending during the com-
ing fiscal year which will result from legislation under the Committee’s
jurisdiction. This report would be due no later than March 15.

Limitation on consideration of spending bills.—The Congressional
Budget Act provides that bills involving entitlement programs (such
as welfare or medicaid) and bills directly increasing budget authority
(such as social security or unemployment insurance) may not be con-
sidered in the Senate prior to the May 15 adoption of the first concur-
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rent budget resolution. This requirement may be waived under the
special waiver procedure or by a majority vote of the Senate to sus-
pend this rule. The Act also requires that action on legislation of this
type be completed by the seventh day after Labor Day.

Deadline for reporting authorizing legislation—Legislation which
authorizes appropriations (but does not necessarily require them)
would have to be reported by May 13 preceding the fiscal year for
which the appropriations are authorized. (The bill includes a pro-
cedure under which this deadline could be waived by Senate resolu-
tion; the rule could also be suspended by a majority vote of the
Senate.) The Committee on Finance has jurisdiction over some pro-
grams which fall in this category, such as grants to States for child
welfare services and for maternal and child health. However, if such
authorizations are included in entitlement or trust fund bills (which
may not be reported prior to May 15) this provision would not apply.

Impact of concurrent budget resolutions on legislation.—The first
concurrent resolution, which would be passed about May 15, would set
targets for spending in various areas, but would not be mandatory.
A second concurrent resolution, however, would be passed in mid-Sep-
tember. and this resolution would not only set appropriate spending
levels but could direct the Committees having jurisdiction over spend-
ing legislation to report measures which would rescind previously en-
acted s»ending authority so as to bring spending for the coming fiscal
year within the levels determined to be appropriate. In the case of the
Committee on Finance, this could include a requirement that the Com-
mittee report legislation which would defer or reduce benefits under
entitlement programs including both trust fund programs (such as
unemployment insurance or social security) und non-trust-fund pro-
arams (such as welfare, social services or medicaid).

After the beginning of a fiscal year, new spending measures for that
fiscal year would be subject to a point of order if they would cause the
spending limits in the concurrent resolution passed just before the be-
ginning of that year to be exceeded. In the case of the Committee on
Finance, this limitation would apply to entitlement legislation dealing
with both trust fund and non-trust-fund programs. (A new concur-
rent resolution could, however, be passed to authorize such additional
spending, or the rule could be suspended by a majority vote of the
Senate.)

Appropriations Committee review of entitlement bills—Legisla-
tion in such areas ns supplementa} sccurity income, welfare, social

47-400—75—2
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services, or Medicaid creates an entitlement to payments on the part
of individuals or State or local Governments even though these pro-
grams are funded through appropriation acts, The new law requires
that any future legislation which would create new entitlement pro-
grams or increase existing ones must be referred to the Appropria-
tions Committee for a period of 15 days after it is reported by the
substantive committee, if its enactment would exceed the amount pro-
vided for in the first Budget Resolution. The Appropriations Com-
mittee could not recommend any substantive changes in the legislation
(e.g., lower individual benefit amounts), but it could recommend an
amendment to limit the total amount of funding available for the leg-
islation. If such amendment is approved by the Senate, the substan-
tive committee might have to propose a further amendment to conform
the legislation to that funding limit,

The requirement of referral to the Appropriations Committee would
not apply to legislation affecting existing Social Security Act trust
fund programs or other trust fund programs substantially funded
through earmarked revenues. It would also not apply to legislation
amending the general revenue sharing program to the extent that such
legislation included an exemption from that requirement.

Required report on spending legislation—The Congressional
Budget Act would require the Committee, in reporting legislation
involving increased spending, to include in the report information
showing how that spending compares with the amount of spending
provided for in the most recent concurrent budget resolution and show-
ing the extent to which the legislation provides financial aid to States
and localities. In addition, the report would be required, to the extent
practicable, to provide a projection for five fiscal years of the spend-
ing which will result from the legislation,

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee—The March 15 annual re-
port to the Budget Committee which is described above would, in the
case of the Finance Committee, also have to present views and esti-
mates of the Committee with regard to revenues and the debt limit.

No revenue legislation prior to May 15—Under the new law, debt
limit or revenue legislation for the upcoming fiscal year would not be
in order for consideration by the Senate (or House) prior to the adop-
tion of the first concurrent resolution on the budget (about May 15).
This rule would not prevent action on revenue changes to be effective
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in years after the upcoming fiscal year, (A procedure for waiving this
limitation is provided for; the rule could also be suspended by a ma-
jority vote of the Senate.)

Impact of budget resolution.—As with spending measures, the first
concurrent resolution adopted in mid-May wounld set targets with re-
spect to revenuo and debt limit legislation, and the second concurrent
resolution in September could direct the Committee on Finance to re-
port legislation to achieve the changes in aggregate revenues or in the
debt limit which the Congress determined to be appropriate. Such
legislation would have to be reported in time to be included in the rec-
onciliation bill which would be acted upon before the October 1 start
of the fiscal year.

Required report on taw expenditures—The Congressional Budget
Act defines the term “tax expenditures” to include any revenue losses
attributable to tax provisions such as income cxclusions, tax credits or
deferrals, or preferential tax rates. The law requires that the Com-
mittea report accompanying legislation to provide new or increased
tax expenditures include information as to how such legislation will
affect the level of tax expenditures under existing law, The report will
~ also have to include (to the extent practicable) a projection of the tax
expenditures resulting from the legislation over a period of five fiscal
years.
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Chart 1

March 15 Report toBudget
Committee

* Views and estimates of Finance
Committee on:

Expenditures
Revenues

Tax expenditures
Public debt

*Relating to:
Existing law
Proposals to change
existing law

*For the periods of:

Fiscal year 1976 (July 1975
to June 1976)

July 1976 to September 1976
(transition quarter)




Chart 1

March 15 Report to Budget Committee

Under the Congressional Budget Act of 1974, the Committes on
the Budget is required by May 15 of each year to report to the Sen-
ate a concurrent resolution on the budget which is, in effect, a pro-
posed Congressional budget document setting forth appropriate levels
of Federal expenditure and revenue, surplus or deficit, and related
matters, To assist the Budget Committee in making the judgements
necessary to develop such a Congressional budget, the Act also man-
dates that each Comnittee send to the Budget Commiittee its views and
estimates on those aspects of the budget which fall within its juris-
diction, This report is due by March 15 of each year, starting this year.

In the case of the Committee on Finance, the March 15 report to
the Budget Committes must cover the expenditure programs under
Finance Committee jurisdiction which are listed on chart 3, Federal
revenues, tax expenditures, and the public debt, With respect to
each of these matters, the Committee is required to provide its views
and estimates as to the levels anticipated under existing law or under
any changes to existing law which the Committee expects. The period
to be covered by the report to the Budget Committee is the coming
fiscal year, which, after this year will be the 12 month period starting
October 1 and ending the following September 30. In this year’s re-
port, the Committec will deal with fiscal year 1976 (July 1, 1975-
June 30, 1976) and with the three month transition quarter (July,
August, September, 1976).

The text of that part of the Congressional Budget Act which deals
with the March 15 report to the Budget Committee is reprinted at the
end of this pamphlet as Appendix A.

(11)
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Chart 2

Economic Assumptions

billions) Actual Pres. sm# Pres. Staff
— Budget Range Budget Range
GNP $1 397 #1498 #1485t $1686 #1659
1525 1725
Increase over
1974 in the . 1127 T8 200% 212%
) 104% 019.2%
Inflation rate
Lincome #1,150 #1232 #1214 w #1,365 #1,350p
Personal income #,150 %123 émm 12

laries #7651 9792 #763w $884 #8540
Wages, salaries TR 8?8% 884 &4

Corporate profits $141  #115 $105'co $45 3135to

% 79% 86k
Ut::ntzaloyment 56% 81 % 5%



Chart 2

Economic Assumptions

The March 15 report to the Budget Committee which is required
by the Congressional Budget Act of 1974 represents the Finance Com-
mittee's views as to revenues, expenditures and other budgetary mat-
ters for the coming fiscal year both under existing law gnd under
any anticipated changes. The level of these items, however, is affected
not only by legislation but also by various economic factors about
which there can reasonably be differences of opinion. These differences
can reflect divergent viewpoints as to how the economy will operate
and also divergent viewpoints as to the type of legislation which may
be enacted to affect the operations of the economy. Different programs
are particularly sensitive to different aspects of the economy. For ex-
ample, expenditures under social security are sensitive to the con-
sumer price index since that programn includes an automatic cost-of-
living increase provision, 'The unemployment insurance program does
not incorporate such a provision but is, of course, particularly sensitive
. to the unemployment rate. Revenues, smu]urly, are heavily affected by
personal income and by corporate profits and, in the case of payroll tax
revenues, by wages and salaries,

This chart presents a selection of the most significant economie in-
dicators ghowing both the actual .experience in 1974 and projections
for calendar years 1975 and 1976, For 1975 and 1976 the economic as-
sumptions underlying the President’s budget as published in the
budget document are shown. In addition the staff has developed and
indicated on this chart a range of alternative assumptions for each
indicator. In preparing these alternative assumptions, the staff has
attempted to present a reasonable range of options.

(18)
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Chart 8

Major Expenditure Programs. under
Finance Committee Jurisdiction

*Social security cash benefits

«Supplemental security income for
the aged, blind, and disabled

*Welfare programs for families:

Aid to families with dependent
children

Work. incentive program
Child support Pree

-eSocial services
*Unemployment compensation
*Health programs: |

Medicare

Medicaid

Maternal and child health
*Revenue sharing
*Sugar Act

* Interest on the public debt




Chart 3

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart lists the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of the
Conimittee on Finance. Each of these programs is covered in more
detail in the following charts. Interest on the public debt is included
as an expenditure program since it does constitute a significant part
of the Federal expenditures budget even though the level of expendi-
ture in this category is not subject to legislative control by the Com-
mittee in the same sense as expenditures under the other programs

listed,
(16)
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Chart 4

Social Security Cash Benefits:
Existing Law
(dollars in billions)
Pres. Staff Staff

Budget Low  High
FY. 1975:
Income ¥66.1
Outgo 64.6
Net increase +15
F.Y.1976:
Income 702 682 T4
Outgo T43 "T43 'T43
Net decrease 41 -61 -19
July-Sept. 1976:
Income 182 179 187
Outgo 205 205 210

Net decrease 23 26 23



Chart 4

Social Security Cash Benefits: Existing Law

The President’s budget estimates that the outflow in benefits and
related expenditures from the old-age, survivors, and disability insur-
ance trust funds will be $64.6 billion in fiscal 1974 rising to $74.3 billion
in 1976 and with & further increase to $20.5 billion (an annual rate in
excess of $80 billion) in the July-September 1976 quarter. These
estimates reflect projected benefit increases under the automatic cost-
of-living provisions of 8.7 percent effective with the July 1975 checks
and of 9.2 percent effective with the July 1976 checks.

The level of expenditure under the social security program is highly
sensitive to changes in the cost-of-living since benefits are automati-
cally incrensed as the Consumer Price Index rises, However, the in-
crease which will be effective during fiscal year 1976 will be based on
CPI data prior to April 1975, Thus, the staff alternative economic
assumptions do not affect outgo for fiscal 1976,

The incomo from FICA taxes would be substantially affected by
the alternative assumptions on chart 2. Under these alternative as-
sumptions, income could range from $68.2 to $72.4 billion for fiscal
1076, Thus, the net decrease in the trust funds could under the staff
assumptions be as low as $1.9 billion or as high as $6.1 billion as com-
pared with the Administration estimated deficit of $4.1 billion. (Under
tho “staff low” assumption of a $6.1 billion deficit in fiscal 1976 and a
$2.6 billion deficit in the transition period, the assets of the funds as of
October 1,1976 would be $36.7 billion.)

(17)
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Chart §

Social Security and Supplemental
Security !rcome
(dollars in billions) July 1o
FY1975 V1976 1976

———

Present law
Sobt;i:\elfgecurity cash %64.6 °743 $205

its
F | fund nt to
tegue;: | fund payme 05 05 01

Supplemental security
upplemental secirt 49 55 15

blind, and disabled

Proposed legislation
President’s budget:
Limit cost;gfé;i‘ving
increase :
Social security - =25 "07

ssi .= =01 *
Bar certain retroactive % -04 -0.1

social security payments
Apply earnings limit on an . .
an‘;ual basimy(notmonﬂvly) * 0.2 01
Other :‘roposalsx
Cost-of-living increase
| retroac':ti\r/‘esg to Jan. 1975 +24 -
ncrease earnings test
exempt amou?ét t0$3000 - * +OA
Reduced widows'benefits at55  --- 402
Liberalized benefits for . 02
blind persons +02 0

*Less than $50 million



Chart 5

Social Security and Supplemental Security Income

The two major income support programs for aged, blind, and dis-
abled persons under the jurisdiction of the Committee on Finance are
the old-age, survivors, and disability insurance programs (Social
Security) and the new supplemental security income (SSI) program.
Under the President’s budget, the Social Security cash benefits pro-
gram is estimated to involve expenditures of $64.6 billion in fiscal
year 1975 rising to $74.3 billion in 1976, SSI will cost $4.9 billion in
1975 and $5.5 billion in 1976,

The Administration has proposed reducing the level of expendi-
tures under these programs in fiscal 1976 and in the transition quarter
in several ways. The first proposal would limit the cost-of-living in-
crease this July to 5 percent rather than ¢he 8.7 percent now estimated.
This would reduce Social Security payments by $2.5 billion and SSI
payments by $85 million.

A second Administration proposal would end the practice of allow-
ing applicants for Social Security benefits to elect to get benefits for
up to a year prior to the date of application in those cases where these
benefits would be actuarially reduced because they are taken prior to
age 65. This proposal, which assumes a Macch 1, 1975, effective date,
would reduce payments by $45 million in 1975 and by $#43 million
in 1976,

The Administration also proposes to change the retirement test
under Social Security by eliminating a provision under which an
individual who has less than $210 a month in income now gets his
full Social Security benefit for the month even if his annual income
substantially exceeds the $2,520 annual earnings test amount, This pro-
posal, also assuming a March 1, 1975 effective date, would result in a
savings of $15 million in 1975 and $205 million in 1976.

In addition to the Administration proposals, there are certain other
proposals which the Committee may wish to consider. One such pro-
posal would make the estimated 8.7 percent increase in Social Security
and SSI effective retroactive to January, 1975. Under existing law,
these increases will take place in July. This would incrense fiscal 1975
costs by $2.4 billion. There are also three changes in the Social Security

(19)
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program which were included in legislation passed by the Senate in
the 93rd Congress but not considered by the House Conferces. One
of these provisions would allow widows to receive reduced benefits
under Social Security as early as age 55 (rather than age 60). A
second provision would increase the amount of earnings an individual
can have with no loss of benefits to $3,000 per year (this exempt
amount is now $2,520), The third provision would liberalize several
aspects of the disability insurance program as they apply to blind
persons, The cost estimates assume that these proposals would be effec-
tive in January, 1976,
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Chart 6
Welfare Programs for Families: Present Law
(dollars in billions) Julyto
FVIOTS FYIDN6 196
President’s Budget
Aid to Families with $50 $53 ¢
'Dependentm' ¥ Children 50 *53 "3
Work Incentive Program 02 0.3 O
Changes for Committee
consideration
Jit vee -
o +0
Work Incentive Program  +0.1  * -
Child support X * *

#Less than $50 million



Cﬁart 6

Welfare Programs for Families: Present Law

The President’s budget estimates that the cost of the Aid to Families
with Dependent Children program and certain other related programs
will be $5.0 billion in fiscal year 1975, rising to $5.3 billion in fiscal
year 1976. These figures include the cost of administering family wel-
fare programs as well as benefit payments, Also included are: State
and local training costs ($53 million in 1975 and $60 million in 1976) ;
child welfare services ($46 million in each year) ; research costs ($9
million in 1975 and $12 million in 1976) ; and emergency assistance
($31 million in 1975 and $37 million in 1976).

Closely related to the AFDC program is the Work Incentive (WIN)
Program which is aimed at enabling AFDC families to become self-
supporting through employment. The Administration is recommend-
ing appropriations for this program at a level of $210 million for fis-
cal 1975 and $330 million for fiscal 1976,

The Administration has proposed a number of changes in the
AFDC program which would reduce the cost of this program. These
changes are described on Chart 7. In arriving at its estimates for
fiscal year 1975, the Adiinistration assumed a savings of $240 million
as a result of its new Quality Control Program. Under this program,
States must reduce their error rates to 8 percent ineligibility and 5 per-
cent underpayments by June 30, 1975 or face reduced matching levels
in accordance with the actual percentages of ineligibility found by
that date. While the quality control regulations are currently being
challenged in the courts, the outcome of that challenge is not clear at
this time. However, the Committee may wish to question the full esti-
mated savings in view of prior over-estimates by the Department in
this area. Accordingly, an additional cost of $60 million is shown for
Committee consideration on this chart.

The Work Incentive Program was significantly amended at the end
of 1971 by the Committee with a view towards improving its opera-
tions. In fiscal year 1975, the 1971 amendments apparently began to
take hold to the extent that the requirements of the program for the
first time exceeded the amount that could be met under the appropria-
tion, The Committee may wish to consider suggesting that the fund-

(23)
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ing level of this program be increased by $70 million in fiscal 1975 and
$10 million in fiscal 1976 over and above the amounts provided in the
President’s budget.

The Congress at the end of last year enacted & new child support
program as & part of Public Law 08-647, The Administration has
announced its intention of secking legislation to repeal major parts
of the child support program. The Committee has already indicated its
disagreement with this approach in directing the Chairman to send
a letter recommending additional funding to the Appropriations Com-
mittee, The Committee may wish to increase the estimates of the Ad-
ministration, therefore, by $18 million in fiscal 1975 and $40 million
in fiscal 1976 for child support activities.
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Chart 7

Welfare Programs for Families:

Proposed Legislation
(dollars in billions) ) Jylyto
| FYIOT5 FY1976 1976

President’s Budget

Modify earnedincome %01 -¥0.2 -*0.1
disregard

AFDC payments basedon  x  -04 #
3month accounting period

Reduce Federal matching x -0 *
in 12 States 01

Repeal new child support % -Q,] #
provisions

Repeal new social work * * *
training provisions

# Less than $50 million



Chart 7
Welfare Programs for Families: Proposed Legislation

The Administration has announced its intention of submitting legis-
lative proposals which would reduce expenditures under the AFDC
program in a number of ways. This chart presents the estimated budg-
etary impact of these changes. It should be noted that the fiscal year
1975 savings are predicated by the Administration on an eflective
dato of March 1, 1975,

INCOME DISREGARD

One proposal would reduce the amount of income that can be dis-
regarded in determining the amount of payments for which an AFDC
family is eligible. Current law allows earned income equal to $30 per
month plus one-third of earnings above 30 to be disregarded in addi-
tion to deducting child care and other work expenses. The proposal
would instead disregard a flat $60 per month plus child care expenses
and one-third of additional earnings above this level, A proposal some-
what similar to this Administration’s recommendation has been passed
. by the Senate on two occasions in the past. The Administration esti-
mates savings from this proposal of $63 million in fiscal 1975 and $:200
million in fiscal 1976.

ACCOUNTING PERIOD

The Administration is proposing legislation to change the income
accounting period for determining benefits from a one month period
to a three month period and to change the frequency of redetermina-
tion of AFDC eligibility from 6 months to three months, The Depart-
ment estimates that this will save $20 million in fiscal 1975 and $146
million in fiscal 1976.

REDUCED MATCHING

Under existing law, States have the option of using the matching
formula in the AFDC title of the law which is based on the first $32
average monthly payment or of having their entire AFDC expendi-
tures matched according to the same percentage as applied for deter-
mining the Federal share of their Medicaid expenditures. Twelve
States (Alabama, Arkansas, Delaware, Florida, Georgia, Louisiana,
Mississippi, Missouri, Nevada, South Carolina, Tennessee and Texas)

(27)
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presently use the regular AFDC formula rather than the Medicaid
matching rate, The Department’s proposal would eliminate the reg-
ular AFDC formula, thus requiring those 12 States to use the Medic-
aid matching rate. The Department estimates that this change would
reduce Federal payments to these States by $20 million in fiscal 1075
and by $60 million in fiscal 1076,

CHILD SUPPORT REPEAL

The Administration opposed many aspects of the new child sup-
port program which was enacted by the Congress last year. Although
this legislation was signed into law, the Administration proposes to
seek repeal of the provisions it objected to and estimates that such a
change would reduce expenditures for child support activities by $10
million in 1975 and by $90 million in 1976,

SOCIAL WORK TRAINING REPEAL

The Social Security Act provides 75 percent Federal matching for
State welfare agency training costs. In the past, States have used this
authority to underwrite graduate and undergraduate college programs
of social work education. At the end of 1974, Congress enacted legm-
lation specifically authorizing this use of the training cost provision,
thus blockmg an HEW proposal to disallow matching for institutional
training. The Department has announced that it will propose legis-
lation to repeal last year’s enactment, The President’s budget esti-
mates that such repeal legislation would save $10 million in fiscal year
1975 and $30 million in fiscal year 1976,
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Chart 8
Social Services

The President’s budget estimates that Federal matehing for social
services will come to $1.9 billion in each of the two fiscal years 1975 and
1976. The 1976 estimates are based essentially on data received prior
to the enactment of the Social Services Amendments of 1974, amend-
ments which were designed to assure greater flexibility to the States
in the use of social services funds, It was generally believed that State
use of this program has been restricted during fiscal year 1975 because
of uncertainty over the status of the program, This uncertainty has
now been largely removed through the enactment of the new legisla-
tion. There is, accordingly, reason to believe that fiscal 1976 expend-
itures may increase by approximately $200 million over the $1.9 bil-
lion estimated in the President’s budget.

The President has announced his intention of proposing legislation
which would reduce the Federal matching rate for social services from
5 pereent to 65 percent effective with fiscal 1976 with a further reduc-
tion to 50 percent to take place cffective with the start of fiscal 1977.
The Administration estimates that this change in the Inw would re-
duce Federal spending under this program by $118 miliion in fiscal

year 1976,
(81)
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Chart 9
Unemployment Compensation

The Committee on Finance has jurisdiction over the various un-
cmployment benefit programs which are funded through the Un-
cmployment Insurance Trust Fund. This fund covers regular State
unemployment insurance benefits which ave paid for through taxes
collected by States but deposited into the Federal trust fund, Tt also
covers the extended benefits program which provides an additional 13
weeks of benefits which are 30 percent Federally funded and the
cmergency unemployment compensation program, enacted at the end
of 1974, which provides a further 13 weeks of benefits with 100 percent
Federal funding. Federal funds in the trust fund come partially from
the Federal share of the unemployment payroll tax and partially from
repayable general revenue advances to cover any inadequacies in the
payroll tax. The unemployment trust fund also covers State and Fud-
cral administrative costs of the program,

The President’s budget estimates that the outgo from the trust fund
will amount to $13.0 billion in fiseal 1973 and will rise to $15.9
billion in figeal 1976, Income in both years is estimated to be §9.5
billion,

The alternative staff economic assumptions vesult in substantial
variations in the level of benefit payments primarily because of the
difference in unemployment rates assumed. Under one alternative
assumption the calendar 1976 unemployment rate would be 7.7 percent
rather than the 8.1 percent estimated in the President’s budget and
benefit payments would be somewhat less. Under the other alternative
assumption the unemployment rate in calendar 1976 would be 8.5 per-
cent which would result in fiscal 1976 outgo from the trust fund of
about $3.3 billion more than is estimated in the President's budget.

The President’s budget estimates that in both fiseal 1975 and fiseal
1976 o general revenue advance to the trust fund of $1.9 billion would
be required. (This is included in the $9.8 billion income figire,) These
advances are to cover the shortfall in the Federal accounts which pro-
vide 50 percent Federal matching for extended benefits, 100 percent
reimbursement for emergency benefits, and loans to States s needed
to cover shortages in State benefit accounts. Because of the low balance
in the Unemployment Trust Fund, the increased outgo iinder certain
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cconomic assumptions would necessitate an increase in the amount of
the general revenue advance, This larger genoral revenue advance is
wﬂ(-ctcd in the increased income to tlle trust funds shown in the staff
assumptions,

The President’s budget estimates that trade ad]ustment ussistance
payments will require fundmg of $34 million in fiscal 1975 and $20
million in fiscal 1976, These figures, however, do not take into account
the revised trade adjustment assistance program cnacted as part of
the Trade Act of 1974, This Act will require a level of funding of $0.3
billicn in fiseal 1976 and $0.1 billion in the transition quarter.
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Chart 10
Health Programs: Existing Law
MEDICARE

Benelit and administrative ouilays under Medicare are estimated
for FY 1970 at $16370 million, Of this amount, benefit payments
account for $15,525 million, This represents an increase of slightly
more than 13 percent over the FY 1975 benefit payments, The primary
factor accounting for the increase is inflation in medical care costs.

Hospital insurance expenditures generally account for about. 75 per-
cent of the Medieare benefit payments, In FY 1976, $11,380 million in
benefit outlays are estimated under Part A (hospital insurance). Part
B, the supplemental medical insurance program, accounts for $4,145
million.

Income to the Trust Funds in FY 1976 is estimated at $18,753
million, an excess over outlays of $2.18% million. Federal fund pay-
ments to the Trust Funds for FY 1976 are 33,609 million.

MEDICAID

Total Federnl-State Medicaid costs for IFY 1976 are projected
under present law to be $1.4,099 million, of which the Federal share
i5 57,166 million, Of the Federal amonnt, $7439 million represents
payments for benefits, with the remaining £327 million going for
administrative costs. This represents a total increase over 'Y 1975
costs of slightly over 11 percent,

States muteh Federal expenditures under the Medicaid program,
with total State expenditures accounting for approximately 45 per-
cent. of total program costs, In FY 1976, State Medicaid costs are
estimated to he $6,333 million.

MATERNAL AND CHILD HEALTH

The DPresident’s budget includes $212 million for the Maternal
and Child Health Program in FY 1976. Of this amount, $194 million
is for formula grants to the States, with the remainder supporting
rescarch related to maternal and child health. This vequest repre-
sents a 28 percent reduction from the F'Y 1975 approprinted amount
of $205 million (of which £267 million was allocated to formula
arants), one of the Iareest reductions proposed in the health budget.

(30
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The Administration has requested a recision of $30 million of the
Y 1075 budget, in order to reduce the FY 1975 funding level to
£2065 million. The recision would reduce the amount for formula
grants to $244 million,

CHANGES FOR COMMITTEE CONSIDERATION

In 1967, the Congress supplemented the formula grant Maternal
and Child Health program with a series of project grants, Originally
scheduled to run for five years, separate statutory provision for proj-
ect greants was extended ; by 1Y 1975, all funds were to flow through
the formula grants to States, with the expectation that States would
have suflicient additional funds to continue funding worthwhile
projects. In some States, however, the additional State grant was
less than the nmount previously given to the projects within the
State, To deal with this situation, the Committee included a provi-
sion in Public Law 93-53 authorizing a suflicient level of funds to
each State to assure they were not disadvantaged by the change-
over.

The cuts in the Maternal and Child Health program proposed by
the Administration would result in expenditures helow the FY 1975
level, a level of appropriation which carried out the Committee
provision,
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Chart 11
Health Programs: Propoged Changes
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Chart 11
Health Programs: Proposed Changes
PRESIDENT'S BUDGET

Medicare—~The Administration is submitting two legisaltive pro-
posals which would reduce Medicare outlays, One of the propo-als
would modify Medicare's cost-sharing structure by requiring the bene-
ficiary to pay coinsurance equal to 10 percent of hospital charges above
the deductible amount, and an increase in the supplementary medical
insurance (Part B) deductible—presently $60—hy the same pereent-
ages as Socinl Security cash benefits inerease, \ maxinmum cost-sharing
liability of $75¢ per benefit. period under hospital insarance and $750
per calerdar year under supplementary medieal insurance would also
be instituted. The proposal for future increases in the Part 13 deducti-
ble would cause the deductible to increase as medical care costs rise.

Under the Administration proposals, virtually all users of Medicare
would find their cost-sharing obligations had increased.

Since the Administration assumes an effective date of March 1 for
these proposals, they estimate a reduction in outlays of $235 million in
Y 1970 and a savings of RLAGH million in FY 1976 (a $1.279 million
reduetion in trust fund ontlays and an $835 million reduetion in Federal
fund payments to the trast funds,)

The second legislative proposal would limit the yearly increases in
hospital costs recognized as reasonable by the Medicare program.
While the Administration does not appear to have worked out the
details of this proposal, they indicate that ceilings or limits would be
placed on the amount by which over-all costs could increase over some
base period costs, Any costs in excess of the limits would not be reim-
bursed. This proposal is estimated to reduce outlays by $100 million in
1976.

The Administration is proposing an additional legislative amend-
ment related to the amount of the Medicare Part B premium which
would not affect outlays for program benefits but would reduce the
amount of Federal general revenue payments into the Trust Fund hy
$25 million.

The SMI program is financed through enrollee premiums and match-
ing Federal contributions. When the Congress in Public Law 93-233
changed the dates for computation of cost-of-living increases in Social
Security cash henefits, an inadvertent result was to stop similar ad-
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justments in the SMI premium and to freeze it at its current level.
Since SMT benefit payments per beneficiary ave inereasing while each
cnrollee’s contribution to the SMI trust fund cannot go up, the Federal
funds must bear an increasingly disproportionate share of the cost of
this program. The original intent of the cost-sharing provisions of
the Medieare law would allow the preminm to vise as costs vise, The
Administration’s proposal would permit this increase at a rate in pro-
portion to Social Security monthly benefit increases.

Medicoid —The changes in Medicare cost-sharing and reasonable
cost calenlators deseribed above would have the effect of increasing
Medicaid costs by $98 million, since Medicnid pays the Medicare de-
ductible and coinsurance amounts for aged and disabled persons cov-
ered under both programs, and gencrally follows the Medicare reas-
onable cest formula. Withont the cnactment of these Medicare changes,
this cost increase woukd not occur.

The Administration proposes to shift Medicaid costs from the Fed-
eral Government to the States by lowering the minimum Federal
matching vate from 30 percent to 40 percent, This change would affect
the following 123 States by redueing their matehing rate fiom 50 per-
cent to the pereent shown: Alaska (40%). California (43%). Con-
neeticut (40%). Delaware (43%), District of Columbin (4067),
Hawaii (12¢). Minois (419), Mavvland (4757). Massachusoetts
(48¢¢), Michigan (489¢). Nevada (405¢), New Jersey (407¢), and
New York (4077), The Federal share of the total Medicaid costs
would drop from abont 55 percent now to 31 pervent. Assuming a
March 1 effective date. the Administration estimates a Federal sav-
ings of 202 million in FY 1975 and $636 million in FY 1976, Unless
States cut benefits, State costs would increase hy these amounts,

Nther Medicaid prorisions—-The Administration is resubmitting
lewislation to eliminate the provision of non-emergency dental services
to adults under Medicaid, This provision would affect primarily aged
and disabled persons in 39 States which now provide a dental benefit.
Savings of £10 million in FY 1975 and $81 million in FY 1976 ave at-
tributed to this provision.

The Administration also proposes mandating clinie servieces under
Medicaid at a cost of $20 million in FY 1076,

OTHER ITEMS FOR COMMITTEE CONSIDERATION

In keeping with the Congressional Budget Act, the Committee
should include in its submission to the Budget Committee the potential
cost impact of any signifieant legislation which might be considered
and acted upon in the health area, Consideration might be given to



43

stgrgeesting a possible need for contingeney funds in the areas of pro-
viding hospital insurance coverage for the unemploved, for exumple,
in view of the Committees announcement of hearing . in this area.
Similarly. although it sces unlikely that any benelits would be paid
wnder any otlier major expanded Federal health finnneing programs
before FY 1977, the Committee may wish to recommend allocation of
funds for planning and stwrt-up functions related to mounting an
expanded program,
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Chart 12
General Revenue Sharing

* The general revenue sharing program provides for outlays in fiscal
years 1075 and 1976 of $6.2 and $6.33 billion, respectively, with one-
third going to State Governments and two-thirds to local Govern-
ments. The present program provides for the distribution of funds to
the State and local Governments through December 81, 1976. Over
the five-year authorized life of the program, $30.2 billion of Federal
funds will have been distributed. The Administration has proposed
that the general revenue sharing program be extended through 1982,
The proposed legislation would continue the authorization and ap-
propriation of specific annual amounts, increasing $150 million an-
nually to $7.2 billion for 1982. The total cost for the five-year and 9
month proposed extension would be approximately $39 billion, How-
ever, no additional cost is anticipated until 1077,

Sugar Act

In fiscal year 1075, $86 million was appropriated to cover Sugar
Act program payments for the 1974 crop year. The President’s budget
includes no funds in fiscal ycar 1976 to cover program payments for
the 1975 crop year. The Committee may wish to consider making al-
Jowance for payments should the Sugar Act be extended.

Interest on Public Debt

Budget outlays for interest on public debt will rise by $3.6 billion
in 1975 and by another $3.1 billion in 1976 to a lev:l of $38 billion.
These projected increases result from the financing of budget deficits
for each of these years, The staff estimate of $36.7 billion assumes a
somewhat higher deficit in fiscal year 1976 than is assumed in the
President’s budget.

(45)
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Chart 13
Revenues: Present Law

Federal revenues are in large part composed of receipts from in-
come and payroll taxes, The President's budget estimates that in fiscal
years 1975 and 1976, these revenues nre projected to yield a total of
$283.7 billion and §303.6 billion under present law,

Income taxes paid by individuals are estimated to amount to $124.2
billion and §139.1 billion, respectively. Revenues from this source,
which account for the largest single source of Federal revenues, will
amount to 43.8 percent and 43.8 percent of total Federal revenues,
respectively.

Income taxes paid by corporations ave estimated at $41.3 billion
and $40.3 billion, respectively.

Social insurance taxes and contributions, composed of Social Se-
curity and other payroll taxes, unemployment insurance taxes and
deposits, Federal employee retirement contributions, and premium
payments for supplementary medical insurance are expected to total
$86.2 billion and $91.5 billion respectively, Receipts from these sources
will account for approximately 30.4 percent and 30.1 percent of total
Federal rovenues, respectively,

Excise taxes imposed on selected commodities, services, and activi-
tics are expected to provide $16.9 billion during each of these fiscal
years,

Estate and gift taxes imposed on the value of property held at death
and inter vivos transfers of property are projected to produce $4.8
billion and $4.6 billion respectively.

Customs duties, levied on imports are anticipated to raise $3.9 bil-
lion and $4.3 billion respectively.

Other taxes and miscellancous receipts are expected to total $6.3
billion and $6.9 billion respectively.

These projected Federal revenues do not include any anticipated
receipts from the President’s proposed excise tax and import fee on
oil and excise tax on natural gas.

The column showing revenues under the staff high-low range cor-
responds to the range of economic assumption shown in Chart 2.

(47)
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Chart 14
Revenue Estimates: Proposed Changes

The charts which follow group the various tax proposals under
four headings: tax reductions for individuals (chart 15), business tax
reductions (chart 16), energy tax proposals (charts 17 and 18), and
other tax proposals (chart 19).

(49)
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Chart 13
Individual Income Tax: Proposed Reductions
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Chart 15
Individual Income Tax: Proposed Reductions

The Administration included two sets of tax reductions in the Pres-
ident’s budget: an anti-recession reduction through a tax rebate to
stimulate the economy and other reductions for a partial offset to the
inereased revenues under the energy proposals,

The anti-recession reduetion will reduce revenues by a total of §12.1
billion in fiscal years 1973 and 1976, It is a rebate of 12 percent of 1974
individual income tax liability, with a maximum rebate of $1,000. This
rebate will be a temporary reduction for 1975 only.

Reductions proposed to offset the energy tax include increasing the
minimum standard deduction to $2,000 for individuals and $2,600 for
families, The change would reduce revenues by $8.7 billion, $8.1 billion
in fiscal year 1976, The tax rate structure would be reduced chiefly for
lower taxable income groups which would reduce revenucs by $17.1
billion, $16.3 billion in fiseal year 1976, A third change would provide
a 15-percent tax credit to individuals for energy-saving home im-
provement expenditures up to $1,000 over a three-year period. Reve-
nues would be reduced by $500 million in fiscal year 1976 under this
provision. These three proposals would reduce 1976 receipts by $24.9
billion.

An altornative anti-recession tax reduction bill has been reported
by the Ways and Means Committee. That bill will reduce receipts from
individuals by $9.6 billion in fiscal year 1975 and $6.8 billion in fiscal
year 1976, The reductions are concentrated among lower and middle
income taxpayers. It includes a tax rebate on 1974 income tax liability
of 10 percent with a maximum rebate of $200 per taxpayer and a
minimum of $100 for those with tax liability above $1,000. If the tax
linbility is below $100, the total tax liability will be rebated. The
minimum standard deduction will be incrensed to $1,900 for indi-
viduals and $2,500 for joint returns. In addition, the percentage stand-
ard reduction will be increased from 15 percent to 16 percent, and
the maximum will be raised from $2.000 to $2,500 for individuals and
$3,000 for joint returns, A refundable earned income credit of 5 percent
also will be made available on earned income up to $4,000, 2 maximum
of $200 per tax return, and the credit will phase out at a 10 percent
rate above §4,000 so that it will have phased out above $6,000 of earned
income, :

The rebate will reduce 1975 receipts by $8.1 billion. Increases in

-the standard deductions will cut 1975 revenues by $1.2 billion and 1976
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revenues by $1.7 billion. The earned income credit will reduce receipts
by $.3 billion and $2.1 billion in the two fiscal years.

Among other reductions that have been mentioned for consideration
are an optional tax credit, an increase in the personal exemption, a
combination of the two and a reduction in the tax rate structure.

Estimates of tho optional tax credit and personal exemption are
based on the assumption that they would be added to the individual
income tax changes already made a part of the Ways and Means bill,

Optional tax credits alone of $180 or $250 would reduce revenues by
£3.4 or $0.8 billion. Increasing the personal exemption to $800 or
$0u0 would reduce revenues by $1.9 or $0.5 billion.

It should be noted that the bulk of tax benefits from an optional
tax credit in place of the personal exemption accrue to taxpayers with
adjusted gross income below $20,000. An increase in the personal ex-
emption would benefit taxpayers in all adjusted gross income classes.
Tho amount of tax reduction would depend upon the taxpayer’s tax-
able income bracket.

There are many combinations of tax rate reductions that can be
considered, By way of illustration, it i3 noted that a reduction of one
percentage point in all rates would reduce tax liabilities in one year
by $5.8 billion,
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Business Tax: Proposed Changes

(dollars in bnlhons)

July to
Sept.

FY1975 FY1976 1976

Incregase investment tax

0 10% (Ways s Means) %06 -¥2.1 (P06)

 *t012% (Administration) - 1.2

Reduce corporate tax rate
from 48% to 42% (Admin) ~ 8

Increase cor orate surtax
exemption from $25000 -04
m‘SOOOO(Wayst.Mm)

Other proposals:

Net operatmg loss e
carryback

Dividend reinvestment ...

for utilities

Deduction for preferred e
stock dwudencg (Admin.)

¥ Less than $50 million

-29 -02
66 -1.2
-08 -02
-0fto -0
-1.0

05 -0d
01 *



Chart 16

Business Tax: Proposed Changes
INCREASE IN INVESTMENT CREDIT

The Ways and Means Committee bill contains an increase in the
investment credit to 10 percent for all cligible equipmenﬁ including
pubhc utilities, for investment placed in service in 1975 and also for
investment placed in service in 1976 but ordered in 1975, Certain in-
vestments which require more than two years for completion before
being placed in service will be eligible for the investment credit on
expenditures made for progress payments in 1975, The investment
credit is limited to $100 million on the amount of credit attributable
to the increase from present law to 10 percent for any one public
utility or controlled group, In addition, for certain public utility prop-
erty, the limitation on the amount of credit that may be taken in one
year will increase from 30 to 100 percent of tax liability for 1975 and
1976 and decrense by 10 percentage points a year for five ycars until
it reverts to 50 percent, The used property limitation would be in-
creased from $30,000 to $75,000. The revenue loss from this provision
is $2.7 billion, of which $2.1 billion will occur in fiscal year 1976.
“Though the Ways and Means bill increases the credit only in 1975, a
revenue loss of $0.6 billion is shown in parentheses in July to Septem-
ber 1976 as the cost if the credit were to be increased in 1976 as well.

The Administration has proposed an increase in the investment tax
credit to 12 percent for all taxpayers, Under the Administration pro-
posal utilities would receive the 12 percent credit for a total of three
years for qualified investment in electric power generating plants
‘which are other than oil- or gas-fired facilities. Under the Administra-
tion proposal, a8 under the Ways and Means Committee bill, invest-
ment tax credit provisions would apply only to equipment placed in
servico in 1975 or ordered in 1975 and placed in service in 1976. The
Administration proposal would reduce Federal revenues by about $1.2
Dbillion for fiscal year 1975 and $2.9 billion for fiscal year 1976, The
Administration has not proposed that the increese in the credit be
extended beyond 1975. (Estimated reductions in Federal revenues
include both reductions for corporations and individuals.)

REDUCTION OF CORPORATE SURTAX RATE

The Administration proposes to offset its energy tax increase par-
tially with a 6 percentage point reduction in the corporate income
tax rate that would reduce revenues by $1.8 billion in 1975, by $6.6
billion in fiscal year 1976, and by $1.2 billion in the 1976 quarter year.

(65)
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INCREASE IN CORPORATE S8URTAX EXEMPTION

The corporate surtax exemption will increase from $25,000 to
$50,000 under the Ways and Means Committeo hill. As a result, the
first $50,000 of a corporation’s taxable income will be taxed at 22 per-
cent and taxable income above $50,000 will be taxed at 48 percent,
This represents a tax savings of $6,500 on this income as opposed to
a savings of $1,500 on such income which would result by reducing
the maximum corporate tax rate to 42 percent. The revenue loss is
 estimated at $400 million in fiscal year 1975 and $SOO nulhon in ﬁscal
year 1976,

NET OPERATING LOSS CARRYBACKS AND CARRYOVERS

Generally, taxpayers may carry a net operating loss back as a
deduction against income for the thres years preceding the year in
which the loss occurred and may carry any remaining unused losses
over to the five years following the loss year. This permits taxpayers
to offset income and losses over a nine-year period. A number of special
exceptions also exist with respect to such carrybacks and carryovers.
To unify the net operating loss carryback and carryover provisions
and to respond to the current economic situation, it has been proposed
that taxpayers be permitted to elect a ten-year carryback for losses
incurred. It has also been suggested that such a provision might apply
to losses incurred after December 81, 1969, It is estimated that such
a proposal could result in refunds of Federal income tax of approxi-
mately $1 billion or more. If 1974 is the first year from which losses
may receive this proposed treatment, it is estimated that the Treasury
Department would issue refunds of approximately $500 million or
more, Other variations in this proposal would require refunds of $100
million in 1976,

DIVIDEND REINVESTMENT PLANS FOR PUBLIC UTILITIES

A dividend reinvestment plan has been proposed for public utilities
that would cost $500 million in revenues. Under this proposal, tax-
payers who choose to reinvest dividends instead of receiving cash
payments would not be taxed on such dividends currently, The
dividend, however, would be taxed as ordinary income when the stock
issued pursuant to a qualified reinvestment plan was disposed of in
the future. Any proceeds from the disposition of such stock in excess
of the amount of reinvested dividends would be treated as capital

gains,
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DEDUCTION FOR DIVIDENDS PAID ON NEWLY-ISSUED PREFERRED

The Administration has proposed that a deduction be allowed for
the payment of dividends on qualified preferred stock to encourage
cxpansion of corporate equity capital. The deduction would be avail-
able only for cash dividends paid on preferred stock issued after
December 81, 1974. The intercorporate dividend deduction no longer
could be taken under this provision by corporations receiving dividends
on preferred stock that qualifies. Qualified preferred stock would have
~ to be non-voting, limited and preferred as to dividends and entitled to
a liquidating preference, The Treasury Department has estimated that
this proposal would reduce Federal revenues for fiscal year 1976 by
$100 million.
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Chart 17

Energy Tax Proposals
(dollars in bllllons)

lefo'i

1 REVENUE RAISING MEASURES EY1976 1976,

Fuel taxes:

“ Excise tax on domestic petroleum +°6 8 +#17

Excise tax on natural gas 484

“Import fee on oil and petroleum +38
products

Excise tax on gasoline: 1¢ pergal.  +1.0
| 10¢pergal.  +98

~ Percentage depletion on oiland gas:

Repeaf +25
Repeal for production exceeding
average of 3000 barrels/day +1.7

Windfall profits tax on oil:
No plowback +136
Modified plowback +1.0
Full plowback .

+21
+1.0

+03
+24

+06
+04

+2.5
*02



Chart 17

Energy Tax Proposals
L REVENUE RAISING MEASURES

The estimates for excise taxes on oil and gas and for the petroleum
import tariff are derived from the Administration's energy proposal.
The excise tax on domestic petroleum would be $2.00 per barrel and
would raise $6.8 billion; the excise tax on natural gas would be $.37
per thousand cubic feet and would raise $3.8 billion. The excise tax on
gasoline i8 part of the proposed Democratic alternative. The revenue
estimate asswines that for every 10 percent increase in the price of
gasoline there would be a 1 percent decrease in consumption ; it would
yield $1 billion for a $.01 tax per gallon and $9.8 billion for a $.10 tax
per gallon,

The complete repeal of the percentage depletion allowance would
amount to a revenue gain of $2.5 billion. Repeal of the percentage de-
pletion allowance for production exceeding an average of 3,000 barrels.
per day is a proposal based on a phased reduction for small producers
in a bill tentatively approved by the Ways and Means Committee
during the last Session of Congress and would amount to $1.7 billion.

The windfall profits tax on oil is based on the Administration’s
energy proposal, which makes no provision for a plowback; it would
raise $13.6 billion, The proposal for a modified plowback is derived
from a plowback provision in a bill tentatively approved by the Ways
and Means Committee and allows a plowback equal to the tax at-
tributable to production up to 3,000 barrels per day and 50 percent
of the remaining tax. This type of modified plowback would yield
revenues of $1 billion. If a plowback were allowed for all domestic
exploration and development expenses, refinery construction, pipeline
construction, and other qualified investment, there would be no sub-
stantial additional Federal revenues associated with the windfall
profits tax.

v (59)
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Chart 18
Energy Tax Proposals
(dollars in billions) July to
II. CONSERVATION MEASURES ~ FY1976 1976
Encourage automobile efficiency: o
Tax cars below mpg: standard: Kk k%
Tax credit for cars above mpg. - 0
standard Pe 96“5"" 01

Tax incentives for coal conversion  -04 -0

Tax credit for residential - .
| y aﬁggrw ial enengy 05 -01

Tax credit for oi
Faciliti'es ol storage 01 #

% Less than 50 million
*#No revenue effect during this period



Chart 18
Energy Tax Proposals
II. CONSERVATION MEASURES

- The revenue estimates assume that a tax on automobiles which get

below a 20 mile-per-gallon standard would not take effect until the
1977 model year and, therefore, no revenue effects are shown for fiscal
year 1976. A tax credit for cars which get above 20 miles per gallon
is assumed to be $200 per car. The range shown reflects sales of six
million cars and from 30 to 40 percent of those cars getting above the
20 mpg standard.

The tax incentive for coal conversion reflects a proposal to allow a
five-year depreciation on coal-burning equipment rather than the ap-
proximately 20-year depreciation currently taken, The estimate takes
into account a projected seventeen million kilowatts of new coal-
burning capacity installed in fiscal year 1976 and an effective utility
tax rate of 40 percent. This rapid write-off would cost approximately
$350 million in revenues if it became effective July 1, 1975.

The tax credit for residential energy conservation is based on the
Administration proposal which would permit a 15 percent tax credit
for home insulation expenditures. The credit could be applied against
up to $1,000 in expenditures over a three-year period. The revenue
loss is estimated at $500 million annually.

“The tax credit for oil storage facilities would provide an additional
10 percent investment tax credit for companies who install new oil
storage capacity. Assuming 100 million barrels of new storage capac-
ity at an average cost of $5 per barrel is added in fiscal year 1976, the
revenue loss would be approximately $50 million.

(61)
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Chart 19

Other Tax Proposals
(dollars in billions)

1916
Retirement income credit 403
Tax credit for higher education ~ -32

Additional nal exemption for -
disabled perse Pt 03

Expanded child care deduction -0.3

Revise taxation of single and -60
married persons )

Sick pay and disability pensions +02
Tax simplification WaysgMeans)  -0.6

Minimum tax: revisions +Q,
Raise limit on industrial revenue bonds -2
Repeal some DISC provisions +01

Revise foreign tax credit +0.3

July 8
e

+0.1

- -08

-0.1
-0
-1.5

L 4

-02
+0.2
*

+0f
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Chart 19
Other Tax Proposals

Some of the many proposals for tax changes are presented in this
chart. Some have been approved before by the Finance Committee
and/or the Senate. Others have been acted upon favorably by the
Ways and Means Committee, Some of these proposals also have been
recommended to Congress by the Treasury Department. None, how-
ever, have yet been enacted into public law.

RETIREMENT INCOME CREDIT

In the past the Committee and the Senate have approved revisions
of the retirement income credit which is basically designed to result
in similar tax treatment for persons who receive retirement-type in-

- come which is taxable and those who receive social security benefits

which are nontaxable, Such measures have been approved by the Com-
mittee as amendments to H.R. 1, considered during the 92nd Congress,
and H.R. 8217, considered during the 93rd Congress. During the last
Conguress, this type of provision was added by voice vote to H.R. 8214.
The Ways and Means Committee in its tentative decisions on a tax
reform bill in 1974 approved a similar provision. Each of these meas-
ures would increase the maximum amotunt on which the credit may
be computed to $2,500 for single persons and $3,750 for married
couples where both are age 65 or over and file a joint return, (Present
law provides that the maximum amount on which the credit is com-
puted is $1,524 for a single person, $2,286 for a married couple where
one spouse has income which qualifies for the credit and $3,048 where
both spouses receive income qualifying for the maximum credit.) The
Ways and Means Committee revision converts the retirement income
credit to a tax credit for the elderly, available for all taxpayers age
65 or over whether they receive retirement income or have earned in-
come. It is estimated that adoption of this proposed change would re-
duce Federal revenues by $320 million.

TAX CREDIT FOR HIGHER EDUCATION
The Senate has approved, as part of the Revenue Act of 1971, a

=+ Pprovision to allow a tax credit for expenses of higher education (in-

" cluding business, technical or vocational education). Numerous bills

(63)
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and amendments have been introduced since that time to provide sim-
ilar tax relief. It is estimated that providing a tax credit along these
Jines would reduce Federal revenues by approximately $3.2 billion.

ADDITIONAL PERSONAL EXEMPTION DEDUCTION FOR DISABLED
PERSONS

The Scnate approved, as part of the Revenue .\ct of 1971, a provi-
sion to allow an additional personal exemption for disabled persons.
This provision was approved by voice vote. A number of bills have
subsequently been introduced to provide similar tax relicf. Adoption

- of this provision would reduce Federal revenucs by approximately

$300 million,

REVISION OF THE DEDUCTION FOR CHILD CARE EXPENSES

The Senate approved, as part of the Revenue Act of 1971, a pro-
vision which would make the deduction of child care expenses an
item to be deducted in arriving at adjusted gross income. ‘The House
Ways and Means Committee approved as one of its tentative deci-
gions on tax reform in 1974 the extension of the deduction for child
care expenses to married couples where the hushand and wife both
work part-time (present law now requires both to work full-time). In
addition, the deduction would be made available to married couples
where one is a full-time student and the other spouse is gainfully
employed. The income level at which the dednction begins to be
phased out would be raised from $18,000 to $30,000. In addition, &
number of provisions to simplify the computation of this deduction
were approved. It is estimated that adoption of these various changes
involving the child care deduction would reduce Federal revenues by
about $300 million.

REVISION OF INDIVIDUAL INCOME TAX RATES FOR SINGLE PERSONS
AND MARRIED COUPLES WHERE BOTH SPOUSES ARE EMPLOYED

The Senate approved, as an amendment to H.R. 16810, on Octo-
ber 13, 1972, a provision permitting all individuals other than married
persons who file separate veturns to utilize the income tax rates for
joint returns. This provision was approved by a voice vote. A num-
ber of bills have been introduced subsequently that would provide
similar tax relief. In addition, recently introduced legislation would
extend the benefits of this amendment to married couples where both
spouses are gainfully employed. Federal revenues would be reduced
by approximately $6 billion if this provision were approved and made
applicable on the broadest basis proposed.



_.-:1“

65
SICK PAY AND DISABILITY PENSIONS

Since enactment into law the provisions for exclusion of some sick
pay benefits from income and the tax treatment of disability pen-
sions have been subject to confusion. Last year in its tentative de-
cisions on tax reform, the Ways and Means Committee amended these
provisions in order to dispell some of the confusion. Fundamentally,
the clarification limited the sick pay exclusion to individualg who are
cvrrently employed but because of illness continue to receive some

income payments from their employers. The tax provisions relating to_

~ disability provisions wers amended to clarify the ineligibility of per-

sons on disability pensions to use the sick pay exclusion. Furthermore,
it limited the application of the use of the disability provision to pen-
sions received by certain retired military personnel from the Defense
Department.

TAX SIMPLIFICATION

Two years ago the Treasury Department presented before the
Ways and Means Committee a plan that would simplify the individual
income tax return. Under this proposal, individuals would not deduct
some of the items they do presently, for example, State and local gov-
ernment gasoline taxes, and they would deduct only those portions of
other expenditures that exceed a statutory minimum, for example,
medical and dental expenses that exceed 5 percent of adjusted gross
income. In exchange for no longer taking these various deductions,
the taxpayer would have been given a lump sum deduction, and the
tax rates that apply to the taxable income brackets affected by these

changes also would be reduced.

MINIMUM TAX REVISION

The Ways and Means Committes last year also tentatively approved
certain changes in the minimum tax on various sources of income
which under present law either escape taxation or are subject to de-
ferral of income tax. The increased taxation of these provisions would
increase revenues by $800 million in fiscal year 1976,

RAISE LIMIT ON INDUSTRIAL REVENUE BONDS

In present law, an exemption from the ban on the issue of tax exempt
industrial revenue bonds has been provided for small business. The
present limits are $1 million in a single year and $5 million by the same
firm for the same facility in a period of 6 successive years, The Ways
and Means Committee tentatively approved a revision that on the one
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hand recognizes the high inflation rates in the past several years and
also acted to simplify the present provision. Its tentative decision in-
creased the limit to $10 million on outstanding industrial revenue

~ bonds issued by a single taxpayer. The amount outstanding initially

would bo required to construct a self-contained, fully-operational
fucility. Subsequent additions could be made for expansion of the
facility. but only to the extent that some of the initial $10 million
limit had not been used or some of the original issue had been re-
deemed. It was estimated that uns provision wonld reduoe revenues by

- $200 million-in- lmal year 1976,

REPEAL SOME DISC PROVISIONS

Exports in recent years of grain produced in the United States have
expanded considerably because of the devaluation of the dollar, crop
failures in other parts of the world, and somewhet sunilar harvests in
the United States, As a result the prices of grains have risen substan-
tinlly at home and abrond. In these circumstances, the tax incentive for
the export of grains may no longer be necessary at present and in the
foreseeable future, DISC provisions also apply to the export of petro-
Jeum and natural gas, It appears to be inconsistent with the present
outlook for the domestic supply of oil and natural gas and the objective
of this country to achieve independence in energy supplies to continue
to provide a tax incentive for the export of oil and natural gas, Repeal
of these provisions would increase revenues in fiscal year 1976 by about
$100 million,

REVISIONS IN FOREIGN TAX CREDIT

When considering energy taxation and tax reform last year, the
Ways and Means Committes tentatively approved several changes in
the foreign tax credit. The major change would require all taxpayers
to use the overall method for all of their foreign operations to deter-
mine how much of a foreign tax credit could be applied against Fed-
eral income tax liability. This decisicn would repeal the per country
limitation, Other changes were made in the foreign tax credit that are
consistent with this approach. These changes would increase tax reve-
nues by $300 million in fiscal year 1976 and close to $100 million in the
transitional quarter.
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Chart 20

Tax Expenditures:Present Law

(dollars in billions)
Personal investment 79
Business investment 81
Income security | 161

Revenue sharwag and deneral
purpose fiscaﬂl?ssista.g:ce 135

Health 57
Commerce and transportation 56

Natural resources,
environment and energy 39

~ Other tax expenditures 142

%
FY1975 FY4976 6

$210 ¥53
94 24
190 47
51 38
64 16
56 14
47 12

157 39



Chart 20
Tax Expenditures

The concept of tax expenditures was developed in order to compare
the Federal Government's total contribution to various activities,
throngh direct expenditures and indirectly through deductions, de-

-ferrals, and credits in the tax structure, With this information, con-
sideration of the budget will ultimately involve exnmination of both
divect and tax expenditures s alternate means of providing incentives.

The chart presents a summary of tax expenditures by budget fune-
tionnl category and estimates of their revenue cffects in fiscal yemrs
1975 und 1976 and in the transitional quarter. The table containing the
estimates presented by the Administration us a special analysis in the
1976 budget is reproduced in Appendix B,

The Administration’s analysis omits four-provisions which the staff
believes should be included. These four items, and their revenue

estimates ave
[Dollars fu millions)

Fiscal ﬁg; Filscal }g:’a; Transition

quarler
Asset depreciation range. cumransscannne $1,410 31,500 2400
Incowme deferral of forc;lgn corporations. cmeecvcencane 420 0120 158
Masimuw tax on earned Income. ... cuececccreaneen ano asy 605
Taxatlon of capital galus at death...coevaeeeeaeeen. 2,210 2.280 00

Accrued capital gains in an estate escape taxation under present law,
and the heirs take as their basis the value of the asset at the time of
death. Taxation of capital gains at death was estimated with the as-
sumption that the accrued gains would be taxed according to the
tax rates applicable under present law. Alternative suggestions have
been made about how to tax such gains, and they produce different
effects upon revenues. If only capital gains that accrued after the
date of enactment (assumed as December 81, 1975) would be taxed
at capital gains rates, the revenue effect would be $25 million in fiscal
year 1976 and $5 to $10 million in the transitional quarter. Alter-
natively, these gains could be made taxable simply by requiring that
the heirs retain the original basis, The revenue effect of this pro-
vision would be $640 million in fiscal year 1976 and about $160 mil-
lion in the transitional quarter.

(69)
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The definition of a tax expenditure is imprecise. The objective
generally, however, is to include as tax expenditures those tax pro-
visions that are not ordinary deductions taken for the purpose of
determining net income of & business, whether incorporated or not.
Deductions for individuals that are not business-related then clearly
should be treated as tax expenditures, The imprecision that exists
with respect to dovetailing concept and practice has generated sub-
stantial controversy. Because of the difficulty of achieving precision,
the staff approach is to be as comprehensive as is reasonable when
deciding what is to be included. The staff also believes that the term
tax expenditure and & listing of a provision carry no implication of
approval or disapproval, or judgment about the effectiveness of any
one provision. A listing simply reflects present law and, therefore,
present public policy.

If the various tax expenditure figures in the three columns were
added, they would total $86 billion in FY 1075, $07 billion in FY 1976,
and $24 billion in the July-September 1976 quarter. However, the
separate items, even in functionnl categories, should not be added in
strict logic becauso the revenue estimates are made with the assump-
tion that no other changes would be made by the taxpayer if the one
item would bo repealed. Many taxpayers have the choice of using
other tax expenditures, if they are interested in tax shelters, For some,
repeal of a provision could foreclose that source of economic income, .
and they might permanently suffer a rignificantly reduced income.
For all taxpayers loss of opportunity to use a tax expenditure will
affect their tax liabilitics through forcing changes to different tax
brackets in a progressive scale or shifts to the standard deduction.
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Chart 2_1.
~ Debt Limit
(dollars in billions)

Pres.  Staff
Budget Estimate
ot to lim:
e
Pluss

Federal funds deficit for F.Y.
1976: under existing law } 55 66

under proposed legislation

Off- budget agency spending 1 {0
financed by Treasury 0
Equals debt subject to limit 596 607

June 30, 1976
Adjustment for Mid-June peak (604) (615)

Plus:
F%deral ga';\ﬁds :;eﬁcitf:n;.gh:ly to |
ept. 1976: under existing law
under proposed legislation } , 10 12 |
Off- budget agency spending
{-'inange% by Treasury 3 3
Equals debt subject to limit 609 622

Sept. 30, 1676



Chart 21
Debt Limit

The Congress has approved at debt limit of $331 billion through
the end of fiseal year 1975, Durving fiscal year 1976, the President’s
budget assumes a Federal fund deficit of $35 billion under both exist-
ing and proposed legislation, .An additional £10 billion of debt will be
incurred by financing varvious Federal agency eredit activities through
- the Federal Financing Bank of the Treasury Department, These two
figures (£33 billion for the Federal fund deficit and $10 billion for off-
budget ageney spending fininced by the Treasury), when added to the
931 billion ceiling, produce a $390 billion debt ceiling for June 30,
1976, However, an additional &8 billion is allowed to account for the
peak debt that occurs in mid-June,

The staff estimate differs from the President’s budget in assuming
u fiseal year 1076 Federal fund deficit of $66 billion rather than §55
hillion, '

For the July to Septeniber 1976 quarter, the President’s budget
projects a $10 billion Federal fund deficit and an additional §3 billion
in off-budget agency spending financed by the Treasury. The staff
estimite instend projects a $12 billion Federal fund deficit during this
period, The debt subject to the limit on September 30, 1976 would be
$609 billion according to the President’s budget and $622 billion under
the staff estimate,

(18)
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Excerpt From Public Law 93-344—The Congressional Budget and
Impoundment Control Act of 1974

* . * * * L *

TITLE III-CONGRESSIONAL BUDGET PROCESS
Timetable

Sec. 300. The timetable with respect to the congressional budget
process for any fiscal year is as follows:

On or before: Action to be completed :
November 10.. ... President submits current services budget,

Iith day after Congress President submits his budget.
meets.

March 15 e ceeeae. Committees and joint committees submit
. reports to Budget Conunittees,
April 1o, Congressional Budget Office submits re-
) port to Budget Committees,
April 15 e Budget Committees report first concur-
rent resolution on the budget to their
Houses.
Moy 15 e, Committees report bills and resolutions
authorizing new budget authority.
May 15c e, Congress completes action on first concur-

rent resolution on the budget,

Tth duy after Labor Day.. Congress completes action on bills and
resolutions providing new budget au-
thority and new spending authority.

September 15 veeuu-.. Congress completes action on second re-
quired concurrent resolution on the
budget. )

September 25............ Congress completes action on reconcilia-

tion hill or resolution, or both, imple-
menting second required concurrent
resolution,

October 1o eeee Fiscal year begins,

Adoption of Firast Concurrent Resolution

Sk, 301, (a) Acrion To Be Coxrrrerep By May 15.—On or before
May 15 of each year, the Congress shall complete action on the first
concurrent resolution on the budget for the fiscal year beginning on
October 1 of such year. The concurrent resolution shall set forth—

(1) the appropriate level of total budget outlays and of total

new budget authority;
17
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(2) an estimate of budget outlays and an appropriate level of

new budget authority for each major functional category, for
contingencies, and for undistributed intragovernmental transac-
tions, based on allocations of the appropriate level of total budget
outlays and of total new budget authority;

(3) the amount, if any, of the surplus or the deficit in the budﬁet
which is appropriate in light of economic conditions and all vther
relevant factors;

(4) the recommended level of Federal revenues and the amount,
if any, by which the aggregate level of Federal revenues should
be increased or decreased by bills and resolutions to be reported
by the appropriate committees; )

(8) the appm%riate level of the public debt, and the amount, if
any, by which the statutory limit on the public debt should be
increased or decreased by bills and resolutions to be reported by
the appropriate committeeai and

(8) such other matters relating to the budget as may be appro-

riate to carry out the purposes of this Act.

(bg AoprrioNat, Matrers v Concorrent ResonutioN.—The first
concurrent resolution on the budget may also m!uire-—-

(1)_a procedure under which all or certain bills and resolutions
providing new hndget authority or providing new spending au-
thority described in section 401(c) ?2)‘(0) or such fiscal year
shall not be enrolled until the concurrent resolution required to be
reported nnder section 810(a) has been agreed to, and, if a recon-
ciliation bill or reconciliation resolution, or both, are required to
be reported under section 810(c), until Congress has completed
action on that bill or resolution, or both; and .

(2) any other procedure- which is considered appropriate to
carry out the purposes of this Act. .

Not later than the close of the Ninety-fifth Congress, the Committes
on the Budget of each House shall regort to its House on the imple-
mentation of procedures described in this subsection.

(¢) Views anp Estiatates or Orrer Coxmrrrees,—On or before
March. 15 of cach year, each standing committes of the House of
Representatives shall submit to the Committes on the Budget of the
House, each standing committee of the Senate shall submit to the
Committee on the Budget of the Senate, and the Joint Economic Com-
mittee and Joint Committes on Internal Revenue Taxation shall sub-
mit to the Committees on the Budget of both Houses— |

(1) its views and estimates with respect to all matters set forth
in subscction (a) which relate to matters within the respective
jm&isdiction or functions of such committee or joint committee;
an

(2) except in the case of such joint committees, the estimate
of the total amounts of new budget authority, and budget outlays
resulting therefrom, to be provided or authorized in all bills and
resolutions within ti\e jurisdiction of such committee which such
committee intends to be effective during the fiscal year beginning
on October 1 of such year.

* * * * * * *
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Tax Expenditures by Function

(Excerpt From the Special Analyses of the Budget of the
United States, pages 108 and 109)
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Table F-1, TAX EXPENDITURE ESTIMATES, BY FUNCTION®
(in millions of dollars)

et e e b o 3 - —— ———-

Corpouhem Individuals
Description - ———— - e = et e

1974 Wii 1976 197¢ 0'075 1976

e L e o 4+ e o s bt e - e——y

National defense
Exclusion of beneﬁu and atlowances to Atmc:!
Forces personnel. .. .. eebie eieen ee. 630 6 650
Eulumn of mlxury dmbthty penuam ...................... 05 73 85
International affairs:
Exclusion of gross-up on dividends of LDC
corporations. ... . . . 5% 55 5% ... .o ...
Exclusion of certain income earned abroad by
S, citizens. . e eeee eeee 095 100
Deferral of income of domestic international sales
corporations {DISC) ... ............ ....... 870 1,070 1,320 ..... ..... ......
ial rate for Wutem Hemisphere trade corpo.
TRUONS . « o eeerennnceeeinimineenennans 0 50 0 ... eeii eenen.
Agricvlture:
Expensing of certain capital outhays............ 170 145 155 580 430 495
Capital gain treatment of certain income. . .. ... 30 20 25 52 20 340
Natural resources, environment and energy:
Expensing of exploration and development costs. 750 950 1,235 80 100 130
Excess of percentage over cost depletion....... .. 1,815 2,200 2,610 305 370 445
Cu&t:l win treatment of royalties on coal and

.................................. 5 $ | S

’l';mbu capital rm treatmentof certainincome. 130 145 155 55  ®0 60

ollution control: S.year amortiaation.......... ¥ 00 W ool e s
Commem and transportation: -

$25.000 corporate surtax exemption. . .......... 3,210 3,590 3510 ..... .... o eeees .

Deferral of tax on shipping companies........... ST R | B

Railroad rolling stock: S-year amortization.... .. 0 60 55 ... ceree eeene

Bad debt rescrve of financial inatitutions in excess

R T 1,000 1,00 980 ..... ..... ..... .

Deducubthty of nonbusiness State gasoline taxes. ..... ..... ..... 865 850 850

Community and regional development: Housing re-
habilitation: 5.yesr amortization,.. ...o........ 35 45 3 5% M 60
Education, manpower and social services:

Child care facilities: S-year amortization........ S 5 b SO .

Exclusion of scholarships and fellowships....... ..... ..... ..... 195 210 190

Pmnul peuoml exemptions for student age 19

................................................. 65 610 6%
Deduchl»laty of contributions to educational
Deducubxl R e e 155 160 155 355 405 435
sly child a dependent care ex«
................................................... 80 240 2%
Credst for employmx public assistance recipients
Halh work incentive program............... 5 5 S it eevne eeeeen

Exclusion of employer contributions to medical
insurance premiums and medical care........ ... ..el. o.ee. 2,940 3340 3,745

Deductibility of medical expenses. ....o......c. ... ool ..l 2,125 2,315 2.6

Income security:

Exclusion of social security benefits: .
Disability i mlunnoe L 25 260 280
OASI benefits foraged. . .....oooieminiic civen el eeeen 2,530 2,655 2,940
Benefits for dependents and survivors........ ... ... ... 410 435 480

Exclusion of railroad retirement systembenehits.. ..... ..... ..... 0 12 180

Exclusion of sick pa ﬁ ........................................ 5 a5 5

Exclusion of unemp! yment insurance benefits... ..... ceeie oannn 1,050 2,370 3,80

Exclusion of workmen's compensation benefits. .. ..... ..... ..... S0 S0 N

E-wus'an of public assistance benefits,......... ... ... ... - ) 90

See fr- .note at end of table.
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Table F—1. TAX EXPENDITURE ESTIMATES, BY FUNCTION*—Continued
(in millions of dollars)

s

Corporatioas Individuals
1524 1975 - 1976 1974 1975 1976

Description

Net exclusion of pension conlnbulwm ard e

Emp'i:»{ ........................................ 410 520 570
Plans for sc!l employd and others. . UV & | B T 710
Exclusion of other employee benehts:
Premiums on group tom life insurance ... ... ... s 60 740 805
Premiums on accident and accidental death : ‘
BSURANCE .o i i e e e 40 45 50
Priv: nelL financed supplemenmy unemploy.
mentbenefits...............o......... Cerbee e eveen 5 5 5
Mcalundlodxm‘; ........................ e eeeie eeee 175 180 190
clusion on capita gnmonhous:u‘mlo or 65, ceeen eemee wennn 10 10 10

cess of percentage standard deducuon over

minimum standard deduction. . cemee e weeee eeeee eee. L2600 1370 1,420
Additional exemption for the bliwd ... ... T T 15 15 15
Additional excmption forover 65.............. ..., _....

ceeee 1150 1,200 1,250
00 7 n

....................................

Retirement income eredit

Exclusion of veterans dmblhty compemllon ............. e 485 525 550

Exclusion of veterans pensions. . e meen e aeea Y 1 35

Exclusion of GI Bill benefits . e ereee eaee. B0 255 250
General government: Credits and deductions for ‘

polntlcaﬁonlnbuuom .................................. " eeeen o 2 50
Revenue sharing and general purpose  fiscal

assisiance:
Exclusior. of intercst on State and local debt.... 2,805 3,155 3,505 1,060 1,160 1,260
clusion of income earned in U.S. possessions .. 350 350 330 5 5 5
Deductibility of nonbusiness State and local taxes
(othcr than on owner-occupicd homes and gaso.

Ty TN Teer e eeeen 6,955 8,820 9,950
Business investment:
Deprecnuon on rental housing in excess of :
straightline..... ... ... 105 15 120 375 405 420
Depreciation on buildings (other than rental ‘
housing) in excess of straightline............. 25 280 25 20 20 25
Expensing of research and development expendi-
ctuml .................. o S - 605 630 660 ..... oo ......
apital gain: corporate (other than farming a
UMBEL, oo eso o U S95 TS . o )
Investmenteredit..........oveeeveiannnn. s 3,690 4,160 4,420 83 905 950
Personal investment: : .
lgividexlvd cxclu;i:n.a..i.(.,.h.,.&;..f ......... g o o 320 330 30
ita + indivi t n farming an
by e e e s 6,10 3,200 4,165
Exclusion of interest on life insurancesavings..... «.oco cevee ooo.. 1,420 1,620 |820
g:f’cualho{ capx&algamonhomc sales..ooeiiiil iiie ceie e %5 85 315
uctibility mortgage interest on owner- :
D:jcu;:ﬁl lwm:‘s..-...g.a.g ...... e e R 4870 559 6,50
tibilit ty tla .. .
Oy, PPy ares o0 owner. 4060 4,600 5,270
Deductibility of casualty losses..... ... eceeeen eeen e meene 255 25 300
Other tax expenditures: B . :
Eﬁnpt;f?dzcdc;‘t‘umms ...... B(i‘.. 105 15 15 ...i eeein ..... .
tibalit ital tributions (other
than educaton) . oo 290 295 285 3620 4485 4,840

Deductibility of interest vn consumer credit...... ... ... ..... 2435 2.885 3,460

*All estimates are based on the tat code as of Januery 1, 1975,

O



