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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
93-344), provides the mechanisms and procedures for Congress to
establish its own annual Federal budget and to consider spending,
revenue, and debt limit legislation in the context of that budget. The
provisions of the act have a number of effects on the consideration of
legislation handled by tl.e Committee on Finance.

The major provisions affecting the Finance Committee are the
following:

1. By March 15 of each year, the Finance Committee must submit
a report to the Budget Committee 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. (Last
year’s report appears in appendix A of this pamphlet.)

2. Certain kinds of legislation have to be handled before specific
dates. Revenue and debt limit legislation for the upcoming fiscal year,
and legislation increasing expenditures in such areas as social security
and welfare, cannot be considered by the Senate before May 15. How-
ever, procedures are provided for waiving these restrictions, ordinarily
by obtaining Budget Committee approval of a resolution permitting
immediate Senate consideration.

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

4. By May 15, Congress completes action on a first concurrent
budget resolution for the coming fiscal year setting appropriate
revenue, spending, and deficit levels. While the amounts shown in this
first resolution are not binding in the sense that they can subject a
bill to point of order, they are intended to serve as overall guidelines
in the consideration of revenue and spending legislation.

5. In September of each year, the Congress debates and adopts 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. The overall
spending and revenue totals in the second resolution are binding.
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CONGRESSIONAL BUDGET AND IMPOUNDMENT
CONTROL ACT OF 1974 (PUBLIC LAW 83-34)

1. Overall View

OUTLINE OF CONGRESSIONAL BUDGET PROCESS UNDER
PUBLIC LAW $%3-344

On April 15 of each year, the Budget Committees of the House and
Senate report to their respective Houses a concurrent resolution which
is, in effect, a congressional budget document setting forth appropriate
levels for spending, revenues and public debt for the coming fiscal
vear. The spending levels are broken down into functional categories
(such as “health,” “income security,” ‘national defense”). The rec-
ommendations in the resolution reported by the Budget Committee are
subject to debate and amendment. When agreed to by House and Sen-
ate (by May 15), the resolution represents congressional judgment
of the appropriate fiscal situation for the coming year, although the
amounts set forth in it are not otherwise binding.

After the May 15 adoption of the concurrent resolution, action on
spending and revenue bills proceeds through early September. In the
first half of September, a second concurrent resolution on the budget
is considered by the Congress, which revises or reaffirms the earlier
resolution and which can 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, com-
mittees directed to do so are to report the legislation called for by
the resolution, and this legislation is then 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 October 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 bills not be acted on
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 &
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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-
tee which would have 10 days in which to consider and make its
recommendations with respect to the waiver. Once the resolution is
approved 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.

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
consideration of the first concurrent resolution on the budget, each
committee is required to make a report to the Budget Committee esti-
mating the amount of additional Federal spending during the coming
fiscal year which will result from legislation under the committee’s
jurisdiction. This report is due no later than March 15. In 1978, the
Budget Committee sent a letter to each committee requesting that
views also be provided with respect to the 5-year budgetary outlook. A
similar request from the Budget Committee has been received this
yvear.

Report after adoption of concurrent budget resolution.—The conference
report on each budget resolution allocates the outlay and budget
authority totals among the various committees. Each committee is
then required, after consultation with the appiropriate counterpart
committee in the House of Representatives, to subdivide its allocation
of new budget authority and outlays among the programs under its
jurisdiction (or among its subcommittees). These allocations subse-
quently serve as the basis for scorekeeping reports and for judging
whether particular legisiative proposals are consistent with the budget
resolution.

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
(suct as social security or unemployment insurance) may not be con-
sidered in the Senate prior to the May 15 adoption of the first concur-
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. In addition,
entitlement legislation (other than trust fund legislation) reported
after January 1 of any year may not have an effective date prior to
October 1 of that year. ' '



Deadlins for reporting ewihorunng legrsiation.—Legialatios which
authonzes sppropnaucns (but dves not necessanly require . am)
has to be reported by May 15 preceding the fiscal year for which the
appropnatuons are suthonsed. (The act includes s procedure under
whach this Jeadline may be waived by Senste resoclution; the rule may
also be suspended by s majurity voie of the Senate ) The Commuittee
on Finance has junsdicuon over sume programs which fall in this
categury, such a8 granits w Staies for chuld weifare services and for
maternal and chiid heaith. However, f such authonszaucns are in-
cluded 1n enutement or wust fund bulis wmuch may not be reported
pnor to May 15) tus provisiva Joes Dot erpiy.

Impact of cuncurrent b wiwns un icqnaation.—The first
concurrent resviuliod, Whuh%is W be passed about May 15, sets
targels fur spending . vanous weas

Whule the buaget twiais .mnuuaed .o the first resolution are in the
nature uf targels and wre ot swnctly mabdatory, they tend to establish
farly firmiy the guideunes witiun whuch the Congress considers
legislauon affecung revenues and spending. Thus, f unrealistic ob-
jecives are used in setung farst resviuton totals, committees may
subsequently find theiwr ability to act uvn dewred legislauon impaired.

At the begiuning of calendar year 1977, for example, the President
proposed certain cutbacks in the income secunity and health functions
which the Finance Commuttee considered overly optumustic. Never-
theless, the committee included these savings in its report to the
Budget Commuittee, adding the following caution:

“As with the health function, the committee notes that the Presi-
dent’s budget assumes substantial cost reductions in the social security
programs. While the commuttee believes that those budget assumpticns
may present an optimistic estimate of the savings that can be achieved,
it recommends acceptance of those estimates as a goal at this time.”

Despite the cautionary note, the Budget Committee incorporated
these proposed savings in the first resolution. At a later date (July 21,
1977), the chairman of the Budget Committee indicated that the Bud-
get Committee would attempt to enforce these savings despite the
Finance Committee’s earlier indication that it considered them
overoptimistic.

A second concurrent resolution is to be passed in mid-September,
and this resolution not only sets appropriste spending levels but may
direct the committees having jurisdiction over spending legislation to
report measures to rescind previously enacted spending 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 may include a requirement that the committee report
legislation to defer or reduce benefits under eatitlement programs in-
cluding both trust fund programs (such as unemployment insurance or
social security) and non-trust-fund programs (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
beginning 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 as supplemental security income, welfare, social
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 Congressional
Budget Act requires that any future legislation which would create
new entitlement programs or increase existing ones must be referred
to the Appropriations Committee for a period of 15 days after it is
reported by the substantive committee, if its enactment would exceed
the amount provided for in the first budget resolution. The Appro-
priations Committee could not recommend any substantive changes in
the legislation (e.g., lower individual benefit amounts), but it could
recommend an amendment to limit ths total amount of funding avail-
able for the legislation. If such arendment is approved by the Sen-
ate, the substantive committee might have to propose a further amend-
ment 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.

In the past, refundable tax credits were treated for purposes of the
Congressional Budget Process as revenue reductions. Under revised
procedures adopted last year, the budget process now treats the reZand-
able aspects of such credits as “outlays” thus bringing them within
the scope of the above described provisions related to Appropriations
Committee review of entitlement bills. In addition, the authority pre-
viously used for disbursing the refundable part of tax credits has been
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the permanent appropriation for tax refunds. This permanent appro-
priation was amended last year so as to require annual appropriations
for this purpose. The text of the amendment adopted last year reads
as follows:

“No disbursement may be made from the appropriation to the
Treasury Department entitled ‘Bureau of Internal Revenue Re-
funding Internal-Revenue Collections’ except (a) refunds to the
limit of liability of an individual tax account, and (b) refunds due
from any credit provision of the Internal Revenue Code enacted
prior to January 1, 1978.”, (Sec. 304, P.L. 95-355.)

Report on spending legislation—The Congressional Budget Act
requires 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 showing the extent to
which the legislation provides financial aid to States and localities.
In addition, the report i8 required, to the extent practicable, to
provide a projection for five fiscal years of the spending which will
result from the legislation.

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee—The March 15 annual
report to the Budget Committee which is described above also must,
in the case of the Finance Committee, present views and estimates of
the committee with regard to revenues and the debt limit.

No revenue legislation prior to May 16—Under the Budget Act,
debt limit or revenue legislation for the upcoming fiscal year is not
in order for consideration by the Senate (or House) prior to the
adoption of the first concurrent resolution on the budget (about
May 15). This rule would not prevent action on revenue changes to
be effective in years after the upcoming fiscal year. (A procedure for
waiving this limitation is provided for; the rule could also be sus-
pended by a majority vote of the Senate.)

The exact wording of this provision of the Budget Act is not entirely
clear. Recently, the Senate Budget Committee adopted the position
that this restriction required that there be no increase or decrease in
revenues to become effective in the next fiscal year for which no budget
resolution had been adopted. Consequently, a point of order was
raised during the consideration of the 1978 tax-cut bill (H.R. 13511)
against an amendment by Senator Roth on the grounds that it pro-
vided for a revenue change effective in fiscal year 1980. (The first
budget resolution for fiscal year 1980 will not be adopted until approx-
imately May 15, 1979). The position of the Finance Committee was



that this restriction in the Budget Act only applied from the beginning
of the calendar year, when the process of developing the fiscal 1980
budget resolution has begun. Once that resolution has been approved,
revenue changes may be considered throughout the remainder of the
calendar year which would be effective for the fiscal year to which
the resolution applies and for any future fiscal year.

The point of order raised by the Budget Committee was sustained
by the chair, but the ruling of the chair was overturned by the Senate
on a vote of 38 to 48. This occurred on October 5, 1978.

Impact of budget resolution—As with spending measures, the first
concurrent resolution adopted in mid-May sets targets with respect
to revenue and debt limit legislation, and the second concurrent reso-
lution in September may direct the Committee on Finance to report
legislation to achieve the changes in aggregate revenues or in the debt
Jimit which the Congress determines to be appropriate. Such legisls-
tion would have to be reported in time to be included in the reconcilia-
tion bill which would be acted upon before the October 1 start of the
fiscal year. Once a second resolution on the budget is adopted by the
Congress, any legislation which would cause the total revenues to be
reduced below the level specified in the budget resolution would be
subject to a point of order. If the second budget resolution sets a reve-
nue target which exactly matches the projected revenues under exist-
ing law (or any expected modifications to existing law), even minor
bills having nearly negligible revenue impacts can be rejected on a
point of order. As indicated above in describing the impact of the
resolution on spending legislation, even the “nonmandatory” first reso-
lution tends to be given great weight in the actual consideration of
legislation. Thus, if the first resolution includes unrealistic revenue
goals, the committee may face difficulties in the consideration of any
revenue legislation.

Required report on tax expenditures—The Congressional Budget
Act defines the term “tax expenditures” to include any revenue losses
attributable to tax provisions such as income exclusions, tax credits or
deferrals, or preferential tax rates. The law requires that tt.c commit-
tee report accompanying legislation to provide new ur 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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March 15 Report to
Budget Commlttee

«Views and estimates of Finance
Committee on:
Expenditures

Revenues
Tax expenditures
Public debt

*Relating both to existing
law and proposals to
change existing law
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Chart 1

March 15 Report to Budget Committee

Under the Congressional Budget Act of 1974, the Committee on
the Budget is required by April 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 judgments
necessary to develop such a congressional budget the act also man-
dates that each committee send to the Budget Committee 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.

In the case of the Committee on Finance, the March 15 report to
the Budget Committee 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 fiscal year 1980
(October 1979 to September 1950). The Budget Committee has re-
quested that Committees also include in this year's report their views on
the 3-year budgetary outlook. In response to a similar request last year.
the Committee sent a supplemental letter to the Budget Committee.
This supplemental letter is reprinted—along with the basic *“March
157 report letter of last year in Appendix A of this document.

Section 301(c¢) of the Congressional Budget \\ct which deals with
the March 15 report to the Budget Committee is included in the ex-
cerpts from that act which appear at the end of this pamphlet as
appendix B.
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Economic Assumptions

(dollars inbillions)
1978 1979 1980
Gross national

R dollars 321106 $2343 %2565

Constant dolars 1384 {430 1466

P"’w‘tl d‘ﬂl doﬂlt':: 397% 33% 25%
Personal income $1,707 $1,894 $2,078
Wages and salaries 1101 1217 1335

Corporate profits 202 22T 237
Consumer priceindex:  76% 82% ©6.7%

increase over prior
year

Unemployment rate ~ 60% ©60% 6.27%
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Chart 2
Economic Assumptions

The March 15 report to the Budget Committee which is required
by tue Congressional Budget Act of 1974 represents the Finance
Committee's views as to revenues, expenditures and other budgetary
matters for the coming fiscal year both under existing law and 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 program 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 amount of unemployment. Revenues. similarly, are heavily af-
fected 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 economic in-
dicators as estimated in the budget submitted in January by the
President.

39-3170-179-2



14

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
e

OorK |

chid support | T
*Social services
*Unemployment compensation
«Health programs:

Medicare

Medicaid

Maternal and child health
*Revenue sharing
*Sugar Act

e 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
Committee 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
cf 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.

Under a revision in the Congressional budget procedures adopted in
the 95th Congress, refundable tax credits are now treated as revenue
items insofar as they serve to reduce tax liability and as “outlay”
items insofar as they exceed tax liability. Because such provisions are
in fact considered by the committee and the Congress in the context
of revenue legislation, however, they are discussed in this document at
the same point as other revenue items—that is, on charts 14 and 15.
(The refundable tax credits having significant budgetary impact in
fiscal 1980 are the earned income tax credit and the proposed real wage
insurance provision.)

(15)



16

Socn@ecu%&'sh Benefit Trust Funds

in billions)
lFYiQBO FY1981 FY1982 FY1983 FY1984
Present Law: —

Income 172 $1328¥509 465241774
Outgo 1174 1304 1425 1539 163

Incregse or 02 426 +84 413 +142

Start- o 9 0 0
assetg%? 28% 267 254 20% 347
outgo

* #includes $22 billion fromrequiring more
frequent deposit of State and local contributions



Chart 4
Social Security Cash Benefit Trust Funds—Fiscal Years 1980-84

The social security trust fund programs of old-age, survivors, and
disability insurance are projected over the next 5 years to regain a posi-
tive status in which the programs will show an annual surplus suffi-
cient to improve the fund reserves when measured as s percent of 1-
year’s outgo. In absolute terms, fiscal year 1980 is projected to be the
last year in which outgo will exceed income, and the fiscal 1980 deficit
is expected to be $0.2 billion a8 compared with deficits of $1.9 billion
for fiscal 1978 and $4.3 billion for fiscal 1977. The reserve percentage,
however, will continue to decline over the next 2 years, reaching a
low of 25 percent of a year’s benefits at the start of fiscal year 1982 and
then rising to 34 percent by the start of fiscal year 1984.

Impact of 1977 Amendments.—Prior to the enactment of the Social
Security Amendments of 1977, the social security cash benefit funds
were projected to become exhausted sometime before the end of fiscal
year 1982. Those amendments significantly increased the financing of
the program and, to a lesser extent in the short run, reduced progran
outlays. The additional tax revenues to the program in fiscal years
1979-1984 resulting from the increases enacted in 1977 are as follows:

ADDITIONAL CONTRIBUTION INCOME TO SOCIAL SECURITY
TRUST FUNDS: RESULTING FROM 1977 AMENDMENTS
(FISCAL YEARS 1979-84)

[In billions]

Cash benefits Hospital insur-

Fiscal year Total programs  ance program
1979.................... $3.3 $4.1 -$0.8
1980.................... 8.9 8.7 2
1981.................... 16.3 15.7 .6
1982.................... 23.1 219 1.2
1983.................... 25.2 24.0 1.2
1984.................... 26.5 25.3 1.2

Social security tax rates and bases under existing law and under
the law as it would have been in effect but for the 1977 amendments are
shown below:

an
®



TAX RATES FOR THE SOCIAL SECURITY TRUST FUNDS

{in percent]

Prior law Present law (1977 amendments)
Calendar year OASI! Dis OASDI HI 3 Total OASI Dis OASDI His Total

EMPLOYERS AND EMPLOYEES, EACH

0.575 4.95 0.90 585 4375 0.575 4.95 0.90 5.85
.600 4.95 1.10 6.05 4.275 775 5.05 1.00 6.05

600 4.95 1.10 6.05 4.330 .750 5.08 1.05 6.13
650 4.95 1.35 6.30 4.525 825 5.35 1.30 6.65
.650 4.95 1.35 6.30 4.575 .825 5.40 1.30 6.70
650 4.95 1.35 6.30 4.750 950 5.70 1.35 7.05
.700 4.95 1.50 6.45 4.750 950 5.70 1.45 7.15
.700 4.95 1.50 6.45 5.10) 1.100 6.20 1.45 7.65
850 5.95 1.50 7.45 5.100 1.100 6.20 1.45 7.65
SELF-EMPLOYED PERSONS
1977, e 6.185 0.815 7.0 0.90 79 6.1850 0.8150 7.0 0.90 7.9
.850 7.0 1.10 8.1 6.0100 1.0900 7.1 1.00 8.1
.850 7.0 1.10 8.1 6.0100 1.0400 7.05 1.05 8.1
920 7.0 1.35 8.35 6.7625 1.2375 8.00 1.30 9.3
1982-84..........cciiii 6.080 920 7.0 1.35 8.35 6.8125 1.2375 8.05 1.30 9.35
1985, .. et 6.080 920 7.0 1.35 8.35 7.1250 1.4250 8.55 1.35 9.90
1986-89.........c0ciiiiiiiiii i 6.010 990 7.0 1.5 8.5 7.1250 1.4250 8.55 1.45 10.00
1990-2010.........c0iiiiiiiiiiiiiiinnnnns 6.010 990 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
201landlater................cciinninnnn, 6.000 1.000 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
1 Old-age and survivors insurance. 3 Hospital insurance (part A of medicare).

3 Disability insurance.

81
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ANNUAL EARNINGS SUBJECT TO SOCIAL SECURITY TAX

Present law
Under prior (1977 amend-

Year law ments)
1977 . . $16,500 $16,500
1978....... 17,700 17,700
1979. .. .. 18,900 22,900
1980...... ... 120,400 25,900
1981. ... 121,900 29,700
1982. ... . 123,700 132,100
1983. . ... 125,500 134,500
1984...... ... 127,300 136,900

1 Estimated.

State and local deposit requirements.—On November 20, 1978, the
Department of Health, Education, and Welfare published regulations
which will speed up the collection of the contributions paid into the
social security trust funds by State and local governments on behalf
of those employees of theirs who are covered under social security.
These governments are now required to deposit the contributions ap-
proximately 45 days after the end of the calendar quarter in which
their employees were paid. Under the new regulations deposits will be
required 15 days after the end of the month (except that 45 days will
continue to be allowed in the case of March, June, September, and
December). The accelerated deposit procedures will increase interest
earnings to the trust funds by approximately $0.2 billion per year. In
fiscal year 1980, however, the changeover has a one-time budgetary im-
pact of $2.2 billion because, under the new schedule, the deposits for
two months (July and August 1980) are moved from fiscal year 1981
to fiscal year 1980. In other words, if the new regulations were not to
become effective, the fiscal year 1980 budget deficit would be increased
by $2.2 billion and the income to the trust funds for fiscal 1980 as
shown in this chart would be reduced by $2.2 billion.

Status of separate trust funds.—This chart shows the combined
status of the old-age, survivors, and disability insurance trust funds.
Actually, there are separate funds for old-age and survivors insur-
ance and for disability insurance. The status of these funds is shown
separately below (and the status of the Hospital Insurance Trust
fund is shown on chart 11) :



OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND: FISCAL YEARS 1977-84

[Oollar amounts in billions)

Fund at start
Net Fund at of asa
change end of percentof outgo

Fiscal year Income Outgo in funds year during year
1977........ 718 $735 -$1.7 5.4 50
1978........ s76.8 81.2 34.4 s31.0 44
1979........ 86.6 896 =30 27.9 35
1980........ 998 1016 -138 26.1 28
1981........ 1123 1128 -5 25.6 23
1982........ 127.3 123.6 3.7 29.3 21
1983........ 139.2 1335 5.7 35.0 22
1984........ 149.2 1415 7.7 42.7 25

Source: Social Security Administration.

OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND:
FISCAL YEARS 1977-84

[Dollar amounts in billions)

Fund at start

Net Fund at of year as a

change end of percent of outgo

Fiscal year Income Outgo in fund year during year
1977........ $9.4 $116 -—-%2.2 $4.2 55
1978........ 12.8 12.7 $2.1 4.4 33
1979........ 15.2 14.1 1.1 5.5 31
1980........ 17.4 15.8 1.7 7.2 35
$1981........ 205 174 3.1 103 41
1982........ 23.6 18.9 4.7 15.0 54
1983........ 26.0 20.4 5.6 20.7 74
1984........ 28.2 21.7 6.5 27.2 95

Source: Social Security Administration.
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Ths above estimates are based on the economic assumptions under-
lying the President’s budget. The status of the disability insurance
fund represents a substantial improvement over prior projections. This
more optimistic projection is based on an assumption that some of the
recent reductions in benefit award rates will be maintained into the
future. The magnitude of this change in assumptions is illustrated by
the fact that outgo of the disability fund for fiscal year 1982 is now
projected at $14.9 billion as compared with a projection in the May 1978
Trustees’ Report of $20.5 billion—even though benefit increases for
1979-81 are now estimated to be significantly higher than was as-
sumed last May. (Benefit increases are projected as follows: 1979, 9.1
percent; 1980, 7.1 percent; 1981, 6.2 percent; 1982, 4.9 percent; and
1983, 3.8 percent.)

Even if the more optimistic disability projections prove correct,
the revised economic assumptions result in a combined funds situa-
tion which is less favorable than was estimated last year. For exam-
ple, under last year’s budget projections, the combined funds would
have reached a level of 29 percent of one year’s benefits by the start
of fiscal year 1982 and 38 percent by the start of fiscal year 1983.
Under this year’s projections, the reserve percentages will be 25 per-
cent by 1982 and 29 percent by fiscal year 1983. Moreover, these pro-
jections are based on the assumption, which underlies the President’s
budget, that an unemployment level of 4 percent and an inflation rate
of 3 percent will be attained by the end of calendar year 1983.
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Social Security Admmnstratlon Federal
Fund

(dollars in bnlllons)

FY19'® FY 1980
Present |aw:

Federal fund payment %08 %07

Supplemental Security 56 63
Income (SSI)

Proposed legislation:

SSI changes in President’s *X
budget

*Welfare programs for families shown on chart 7.
% Less than $0.05 billion.



Chart 5
Social Security Administration Federal Fund Programs

Present law.—The social security programs of old-age, survivors,
and disability insurance are supported almost entirely by payroll de-
ductions applicable to employers, employees, and self-employed per-
sons. Certain transitional provisions enacted in 1966, however, provide
relatively small benefits to persons over age 72 who did not have the
opportunity to become insured for regular benefits. The cost of these
benefits is reimbursed to the trust fund from general revenues. Simi-
larly, a general fund payment is made into the trust funds to cover
the cost of certain additional credits granted to military personnel.
The Social Security Administration also carries out certain functions
under the Employee Retirement Income Security Act of 1974
(ERISA) and receives reimbursement from the general fund for the
costs involved.

Since January 1974, the Social Security Administration has been
responsible for administering a basic income support program for
needy aged, blind, and disabled persons called Supplemental Security
Income (SSI). This program is funded entirely from general funds.
The law establishing the SSI program permits the temporary use of
trust funds to meet the administrative costs of the program but
provides specific safeguards to assure that those costs are promptly
reimbursed to the trust funds by an appropriation from general
revenues,

The amount of general revenue funds administered by the Social
Security Administration in connection with the old-age, survivors and
disability insurance (OASDI), ERISA, and supplemental security
income (SSI) programs are sl;ywn in more detail below:
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{In millions}
Fiscal 1979 Fiscal 1980
OASDI:
Militargswage credits.............. $526 $511
Benefits for uninsured aged. ... .. 230 164
ERISA. ... . 2 2
SSl:

Total*. . ... . ... ... 5,558 6,341
Benefits... . ..................... 4,847 5,685
Services.. ~ = - . 72 56
Administration?®. ... ... ... ... 639 601

™ 1The large increase in SSI costs is partly the result of an accounting quirk. Public

Law 95-216, authorizes the early payment of benefits when the normal delivery
date (the 1st of the month) falls on a weekend or holiday. Because Oct. 1, 1978 fell
on a Sunday, the October 1978 checks were paid in September resulting in a 13-
?\ont‘hl gggeﬁt liability for fiscal year 1978 and an 11-month benefit liability for
isca .

8 Includes $42 million in fiscal 1979 and $14 million in fiscal 1980 for Federal
payments to States because of Federal errors in administering State supplemen-
tary programs.

Under a 1977 departmental reorganization, the Social Security
Administration assumed responsibility for the Federal-level adminis-
tration of the aid to families with dependent children and related pro-
grams (other than the work incentive program). These programs are
described separately on chart 7: Welfare Programs for Families.

Proposed legislation—The President’s budget includes several pro-
posed changes in the supplemental security income program. All of
the changes, taken together, have a budgetary impact of less than $0.05
billion in fiscal 1980. The proposals in the President’s budget and
their estimated impact on the budget are as follows:
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[Dollars in millions)

Net budgetary impact
in—
Fiscal Fiscal
Proposal 1980 1984
Restrict eliglibility for individuals who dispose
ofassets'®. ... ... ... ...l -$11 %57
Eliminate duplicate payments resulting from
_retroactive entitlement®.................... -19 -23
Limit variations in federallv administered
State supplements. ....... i e =2 -2
Treat a couple as 2 separate individuals atter
1 (rather than 6) monthsapart.......... .. +2 +3
Provide full benefit through first full montn .
in medicaid institution...................... +£ +6
Treat sheltered workshop payments as
earned income®............................. +2 +2
Limit alien eligibility for SSI*.............. .. -2 =24
Total, SSl proposals...................... -25 -95

C; Incmt::d (in some form) in legisiation previously approved by the Finance
mm .

! Includes impact of reiated savings in medicaid costs of $5 million in fiacal
1980 and $38 million in fiscal 1984.

Many of the proposals (those indicated by a footnote) were, in some
form, included in legislation previously approved by the Finance
Committee. The legislation to implement these proposals has not yet
been transmitted to the Congress; however, the fiscal year 1980 impact
shown above assumes an October 1979 effective date. The Administra-
tion’s proposal to dimit alien eligibility for SSI will apparently dif-
fer significantly from the committee proposal in the last Congress.
The committee proposal would have made receipt of SSI or other
public assistance constitute evidence that the individual had become
& “public charge” and thus subject to deportation under existing im-
migration law. The administration proposal will be based on a change
in the immigration laws making sponsors of immigrants responsible
for their support.

The administration has also indicated that it intends to submit
legislation to base SSI eligibility on income during the month prior
to the month of benefit payment rather than on the quarter for which
benefits are paid. Some savings are expected, but no budget estimates

are available since the administration has apparently not yet developed
the specifics of this proposal.
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Social Security Cash Benefit Programs:
Proposed Legjslation
(dollars in billions)
FY1980 FY1984 '

Pseso%cnts budget:

isability m:

Benefit lfn:?g?m 401 407

Work incentives * 402

Phase out student benefits -02 -1.8
Ena lumpsum deathbenefits -02 -04
E}m:unﬁe minimum benefit -04 -02

e beneficiaries

End mother’s benefi -
children ari over 16t whenall 05

Reduce social security benefits * -1
paid to Federal retirees

End survivor benefits based * -0.1
on brief but recent work history

Modify benefit rounding rule « -0Of

Reduce payments tosurvivors & -01
of young workers

Other changes - «  +01

*|ess than %0.05 billion



Chart 6

Social Security Cash Benefit Programs: Proposed Legislation

The President’s budget for fiscal year 1980 assumes the enactment
of numerous proposals modifying aspects of the old-age, survivors,
and disability insurance program. With only a few exceptions (which
are noted below), the budget assumes that these changes will become
effective in September 1979; proposed legislation to implement the
proposals has not yet been transmitted to Congress. Since many of the
changes have the effect of reducing entitlements under the basic so-
cial security program, there will be a partial offset through increased
entitlements under need-based programs such as supplemental secur-
ity income. Also, the disability proposals include certain changes in
the medicare program. The amounts shown on this chart reflect the net
budgetary impact of the proposals including their impact on other
prograims.

Disability program proposals—The Administration intends to sub-
mit & package of proposals related to the disability insurance pro-
gram. In part, these proposals will be designed to limit benefit levels
on the theory that the program now frequently provides benefits which
are unduly high in relation to the disabled individual’s predisability
earnings level. Two such limitation proposals are included in the pack-
age. Under one proposal, the numbeg of years over which earnings are
averaged to compute benefits would be increased for younger workers.
This usually would result in lowering the individual’s average earn-
ings and therefore in lowering his benefit amount. The second pro-
posal would place an overall limit on the family benefits payable to
a disabled individual with dependent . Under the proposal, any bene-
fits for the worker's wife and children would be reduced to the extent
necessary to keep the total family benefits from exceeding 80 percent
of the indexed average wages upon which the disabled worker’s benefit
is based. These two proposals are estimated in the President’s budget to
reduce program costs by $79 million in fiscal year 1980 rising to $773
million by fiscal 1984. (However, offsetting increases in the supple-
mental security income program of $5 million in fiscal 1979 rising to
$25 million by fiscal 1980 are expected. In addition, it now appears that
further examination by the Social Security actuary’s office will result
in a somewhat lower estimate of the savings.)

The Administration disability package also will propose a number
of program changes intended to facilitate rehabilitation efforts. These

e))



include changes in the trial work period rules, improved targeting
of disability funds used for rehabilitation services, and exclusion of
certain disability-related work expenses in determining whethar an
individual’s earnings demonstrate that he is not disabled. Theee
changes are estimated to cost $1 million in fiscal 1980 rising to $12
million by fiscal 1984. Related changes are also proposed in the health
benefits coverage of disabled individuals which would permit an indi-
vidual to keep medicare (and/or medicaid) eligibility for 2 years
after his cash disability benefit eligibility ended. These changes have
an estimated cost of $38 million in fiscal 1980 and $154 million by 1984.

It is also expected that the Administration disability proposals will
include a significant restructuring of the disability adjudication proe-
ess. The details and budgetary impact of these administrative changes
have not yet been determined.

Benefits for children 18-28 who are students—The Social Security
Amendments of 1965 increased the age at which benefits for children
of deceased or disabled workers terminate from 18 to 22 provided that
the child continues to be a full-time student. The President’s budget
assumes that legislation will be enacted to eliminate benefits for chil-
dren over age 18 who are in postsecondary education. Children who
are now receiving benefits and who reach age 18 before September 1979
would retain eligibility until age 22. Children reaching age 18 after
August 1979 would not be eligible for continued benefits past age 18
even if they are already on the benefit rolls. Preliminary Administra-
tion estimates indicate that the net budgetary impact of this proposal
will be a savings of $155 million in fiscal 1980 rising to $1,788 million
by fiscal 1984. About 380,000 chi]dren would be affected in the first
year.

Lump-sum death payments—The social security program under
present law provides for the payment of a $255 lump-sum death pay-
ment for individuals who have contributed to the program. If the
deceased individual and spouse were living together at the time of
death, the lump-sum payment is simply paid directly to the surviving
spouse. In other cases, the payment is applied to meeting burial costs
usually by direct payment to the funeral home on authorization by the
person responsible for the funeral arrangements. The President’s
budget would eliminate this benefit, reducing program outgo by an
estimated $227 million in fiscal 1980 rising to $378 million in fiscal
1984. (This would be partially offset by $6 to $8 million per year from
a proposed new lump-sum death payment for the needy under the
SSI program.)



Eliminate minimum Dbenefit.—The 1977 Social Security Amend-
ments provided that for new beneficiaries coming on the rolls, the
minimum benefit would be frozen at its present level of $121.80. The
President’s budget proposes to completely eliminate the minimum
benefit as it applies to new beneficiaries. Thus an individual’s benefit
would in all cases be determined by applying the basic benefit formula
to his indexed average earnings under social security. This change
would reduce outgo by $62 million in fiscal year 1980, rising to $223
million in fiscal 1984. (There would be an offsetting increase in SSI
costs of $9 million in fiscal 1980 rising to $36 million by fiscal year
1984). A June 1979 effective date is assumed.

E'nd mother’s benefit when last child reaches age 16.—Present law
provides benefits for surviving children of deceased workers (or de-
pendent children of disabled workers) up to age 18 (or to age 22 if they
remain in school). Until the youngest child is age 18, a benefit is also
payable to the mother if she is caring for the cuildren. (Under court
order, a similar benefit is now payable to a caretaker father in cases
where the wife has died or become disabled.) The President’s budget
proposes to end the benefit for the caretaker parent (but not for the
children) when the youngest child reaches age 16 rather than age 18.
As under existing law, the benefit would continue beyond these age
limits if the parent is caring for a disabled child. No one currently on
the benefit rolls would be terminated sooner than 2 years after enact-
ment of the proposal. This change is estimated to save $23 million in
fiscal year 1980, rising to $518 million in fiscal 1984.

Reduced benefits for Federal retirecs.—The President’s budget
assumes enactment of a proposal for reducing social security benefits
awarded after September 1979 to Federal retirees. Under the pro-
posal the reduction would be equal to one-third of the amount by
which the individual’s Federal pension exceeds the averuge social
security benefit amount (about $285). No social security benefit would
be reduced below 32 percent of the individual’s indexed average earn-
ings. This change is estimated to reduce program outgo by $14 million
in fiscal year 1980, rising to $110 million by fiscal 1984.

End survivors benefits based on brief, recent work history.—The
social security program provides survivorship protection for young
families in the form of benefits for children up to age 18 (22, if in
school) and for the caretaker parent of surviving children up to the

39-3170-79 -3



point where the youngest child reaches age 18. (Where a child is dis-
abled, benefits continue beyond these age limits.) To qualify for this
protection a worker must have credit for one quarter of work under
social security for every year between the year he reached age 21 and
the year in which he died. If a worker does not meet this requirement,
benefits may still be paid to his survivors if he has at least six quarters
of social security work credit all of which was earned in the three years
(13 quarters) immediately preceding his death. This alternative rule
allows persons who commer.ce work under social security somewhat
later in life than age 21 to earn survivorship protection for their family
more rapidly than would be possible under the general rule. The Presi-
dent’s budget proposes to eliminate the payment of survivorship bene-
fits on the basis of this alternative method of qualifying through brief,
but recent coverage. The change is estimated to reduce outgo by $11
million in fiscal year 1980, rising to $122 million in fiscal year 1984.

Modify rounding rules.—Under present law, social security benefits
are computed according to a formula in the law. In applying this
formula, benefit amounts are rounded up to the next higher multiple
of 10 cents if the formula does not produce a benefit amount which is
an exact multiple of ten cents. The President’s budget proposes to
change this to a rule of rounding to the nearest dollar. This change is
estimated to reduce outgo by $8 million in fiscal year 1980, rising to
$97 million by fiscal 1984.

Reduce payments to survivors of young workers.—Social security
benefits are determined by a formula applied to the indexed earnings
an individual had over a period of years which is intended to approxi-
mate the number of years he could reasonably be presumed to have
been available for work in employment covered by social security.
Since the highest years of earnings are always used, the fewer years
over which average earnings must be computed, the higher will be the
resultant benefit (in all cases at least 2 years must be used). Under
existing law, survivorship benefits are determined by using 5 years
less than the number of years between age 21 and the year in which
the worker died. Under this rule, the minimum 2-year averaging
period applies to any worker who dies before reaching age 30.

The President’s budget proposes to increase the averaging period
for younger workers. For a worker under age 27, the averaging period
would be the total number of years between age 21 and the year of
death. For a worker aged 27-31 at death, the period would be one
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less than the number of years between age 21 and death. Additional
“drop-out” years would be added at age 32, 37, 42, and 46 after which
the existing law rules would apply. This change is estimated to reduce
program outgo by $15 million in fiscal year 1980, rising to $128 mil-
lion by fiscal year 1984.

Other changes.—The President’s budget proposals include a num-
ber of additional items with relatively minor budgetary impact. One
proposal would allow the Social Security Administration to charge a
fee to cover administrative costs involved in providing information
needed for pension plan purposes. This would reduce net outgo by
$7 to $8 million per year. Another change would lessen the penalties
applied for failing to make prompt reports of earnings above the
retirement test limits, This change (assumed to become effective in
January 1980) would cost $5 million in fiscal 1980, rising to $15 mil-
lion in fiscal 1984. Another change would lessen the impact of the
elimination of the monthly exception to the retirement test by allow-
ing a monthly exception in the year in which entitlement ends as well
as in the year in which it begins. This change would have a net cost
of $1 million in fiscal year 1980 (including an estimated administra-
tive savings of $17 million offsetting a program cost of $18 million),
rising to $46 million by fiscal 1984. The President’s budget also pro-
poses the elimination of a number of minor remaining differentials in
the treatment of men and women under the social security program at
an annual cost of $4 to $5 million.

Long-range reduction in social security program costs.—Taken to-
gether, the changes in the social security program proposed by the
President in his fiscal year 1980 budget would, if enacted in time to
meet the effective dates assumed, reduce outgo by some $0.6 billion in
fiscal 1980. By fiscal 1984, the reduction in outgo would approach $4
billion per year. While these are significant amounts from an annual
budgetary standpoint, the proposed changes are not of a magnitude to
permit a large reduction in the social security tax rate.

The 1978 actuarial report of the social security Board of Trustees
estimated that under present law an a\erage annual tax rate (combined
employer and employee rate) of 13.55 percent would be necessary to
fully pay for benefits over the next 75 years as compared with tax
rates actually provided for in law which average 12.16 percent over
the same period. In other words, the average tax rate would have to be
increased by 1.4 percent to fully fund benefits provided by present law.
The proposals in the President’s budget would have a total long-range



impact of 0.31 percent, which would reduce the cost of the program
to 13.24 percent and the deficit to 1.09 percent. The great bulk of the
long-range savings attributable to the President’s budget proposal
(0.22 percent out of the 0.31 percent) arises from the proposed dis-
ability program changes and the elimination of benefits for children
over 18 and in school. The table below shows the Jong-range savings of
the various proposals as a percent of taxable payroll.

LONG-RANGE SAVINGS UNDER PRESIDENT'S BUDGET

PROPOSALS
[As a percent of taxable payroli]

Proposal Savings
Disability program changes®............................ -0.12
Phase out studentbenefits.............................. -.10
End-lump.sum death benefits.......................... -.01
Eliminate minimum benefits for future beneficiaries. . . -.01
End mother's benefit when all children are over 16. . ... -.04

Reduce social security benefits paid to Federal retirees. —-.01
End survivor benefits based on brief but recent work

higtorg .............. e 6 ?
Modify benefit roundingrule............................ -
Reduce payments to survivors of young workers. ....... -.02

! This package would aiso have a small impact of less than 0.005 percent of
taxable payroll In the hospital insurance program.
1 Less than 0.005 percent of taxable payroll.

Note: Based on 1978 trustees’ report assumptions.

As indicated above, the budget proposals of the President do not
involve the type of changes which would permit any significant reduc-
tion in the financing requirements of the program. If the Congress
wished to provide for a lower social security tax rate through a reduc-
tion in program costs, changes would have to be made which affect
the overall structure of the program more significantly than the pro-
posals in the fiscal 1980 budget. Some illustrative examples of the
types of structural changes that might be required to achieve savings
of that magnitude are the following:



(Doliar amounts in billions]

Estimated savings

Long-range

Fiscal Fiscal  (percent

Alternative 1980 1984 of(plyroll)

Limit future program growth to in- ‘

flation rate....... e N ¢ -%$05 =37
Provide only transitional survivor-

ship protection for young families. Q) -5 -1
Eliminate weighting of benefits for

_short-time workers................ —$0.1 -36 -13
Limit family disability benefits to

60 percent of prior earnings level. -1 -1.0 -2

t None or less than 0.05.

Note: Long-range estimates based on 1972 trustees’ report assumptions; 1980~
84 based on President’s budget assumptions.

Under existing law, benefits are indexed to keep pace with inflation
onoe an individual reaches the point of benefit eligibility. The system,
however, has a built-in mechanism which results in a growth each year
in the benefit levels payable to new retirees which is significantly
more than would be required simply to keep pace with inflation. The
cost of the program would be substantially lowered if changes in the
program were made to restrict future growth in initial benefit levels
to a rate much closer to the inflation rate. The above estimate in the
table above is based on a proposal of this type generally referred to
as “price indexing” (by contrast with the existing system of “wage
indexing”).

Another element of the basic program structure which could be
changed to provide significant cost reductions is the level of survivor-
ship protection for young families. Although frequently thought of
as a retirement program, social security also provides very substantial
survivorship and disability protection. A recent study by the Social
Security Administration actuary’s office concludes that the social se-
curity program’s survivorship protection for a worker in his early
thirties averages about the equivalent of $59,000 in life insurance. The
same study concludes that the life insurance protection under social
security totals some $2.8 trillion as compared with $2.4 trillion for all
private insurers.
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In view of the increasing participation of women in the work force,
consideration might be given to a substantial lessening of the amount
of survivorship protection provided by the program for families with
children. One possible change, for example, would be to provide such
protection on a transitional basis in all cases where the surviving chil-
dren continue to live with one parent. Benefits could, for example, be
provided only for a three-year period unless there is & preschool age
or disabled child.

The social security program provides benefits on the basis of aver-
age earnings and these benefits are computed under a weighted for-
mula which gives relatively higher returns on lower average earnings.
This reflects a programmatic assumption that a worker with low aver-
age earnings is a low-income individual who will need a higher per-
centage of that low income in order to subsist. In fact, however, low
average earnings under social security can also result from a relatively
short period of work in covered employment at higher wages. The
President’s budget attempts to address certain aspects of this problem
by providing for an offset in the case of Federal retirees and by pro-
posing to eliminate the minimum benefit. A more fundamental ap-
proach (which would provide more substantial savings) would be to
limit the weighting of the benefit formula only to those workers who
had many years of social security coverage. One method would be to
provide full benefits only for those with at least 30 years of work
under social security. Individuals with shorter attachment would
receive proportionately smaller benefits with those having 10 years
or less under the program getting about half of current benefit levels
for the same average wages.

One of the President’s budget proposals would reduce the disability
benefits payable to a family to no more than 80 percent of the worker’s
previous wages (defined as the indexed average wage on which his
benefit is based). While this reduces to some extent the number of
situations in which receipt of benefits may be more appealing than
available employment, it would continue to provide a level of income
which approaches or exceeds the net earnings (after work costs and
taxes) workers may have had prior to becoming disabled. According
to a January 1978 paper by the Social Security actuary’s office, bene-
fits under private insurance plans are usually designed so as not to
replace more than 50-60 percent of gross income. Limiting the maxi-
mum disability replacement rate to a 60 percent level would more
significantly reduce program costs than the 80 percent limitation pro-

posed in the budget.
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Benefit cost proposals—The proposals in the President’s budget
are aimed at changing social security in ways which will result in
reduced benefit costs in the upcoming budget year. In dealing with
legislation affecting the social security program in the past, however,
the Congress has also considered proposals which increase program
costs. For example, the 1977 Amendments reduced benefit costs over-
all, but also included some benefit increases. One such item approved
by the Senate but not enacted was a repeal of the provision
under which social security benefits are reduced when they would
cause combined social security and workmen’s compensation income
to exceed 80 percent of predisability earnings. This change would have
increased program costs by about $0.2 billion per year. Similarly, the
committee last year approved legxslatlon modifying the impact of the
provision in the 1977 amendments which eliminated the monthly re-
tirement test. The particular change proposed by the committee last
year would have had a minimal budgetary impact, but other proposals
related to that same monthly retirement test provision could cost
several hundred million dollars. The exact budgetary impact in fiscal
1980 of any such proposals will depend upon the way in which they
are drawn and their effective date. However, if the committee
thinks it likely that some such proposals may be included in any social
security legislation acted on this year, it will need to take that assump-
tion into consideration in arriving at its estimated budget totals.



Welfare Programs for Families
(dollars in billions)

Present law: FY1979 FY1960

children: welfare payments 6.0  96.3
Child administration 07 0.7
Total collections -07 -09

Federal share of: collections -03 -0.4
administrativecosts 03 0.3
Work Incentive Program 04 04

oposed legislation in

r President’s budget:
Count stepparent income -01
Limit work expense deduction -0.1
Child support changes -01
Other proposals *

*|ess than $0.05 billion



Chart 7

Welfare Programs for Families

AFDC.—The budget submitted by the President in January esti-
mates that the costs of benefits and administration under the aid to
families with dependent children (AFDC) and certain other related
programs will be $6.7 billion in fiscal 1979 and $7.0 billion in fiscal
1980. Included in the total shown for AFDC are expenditures for
adult assistance in Guam, Puerto Rico, and the Virgin Islands, emer-
gency assistance for families, and aid far certain repatriated American
nationals.

[In miilions of dollars]

Fiscal yoar

1979 1980

Feceral costs:
AFDCpayments........................... 5,933 6,286
Adult assistance in U.S. territories........ 4 5
Emergency assistance..................... 42 44
Aid to repatriated nationals............... 1 1
Total benefits........................... 5,990 6,336
State and local administration................ 680 721

Child support.—The child support enforcement program (title
IV-D of the Social Security Act) is aimed at helping children in
securing their rights to obtain support from their parents and to have
their paternity ascertained in a fair and efficient manner. Collections
under this program are as follows:

@7



CHILD SUPPORT ENFORCEMENT COLLECTIONS AND COSTS
(In millions of dollars])

Fiscal year
1979 1980
Child support collections:
Total collections. . ........................ 675 925
Federalshare............................. 266 366
State and local administration:
Totalcosts. .............o i 423 541
Federalshare............................. 260 333

These figures do not show the savings which result from families
having been completely removed from dependency on AFDC as a
result of the child support program. The program will serve some
663,000 AFDC families and 534,000 non-AFDC families in fiscal
year 1979, and 881,000 AFDC families in 1980.

WIN.—Also 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 budget sub-
mitted in January recommends funding for this program at a level
of $385 million in both fiscal 1979 and fiscal 1980. This is $20 million
above the level of funding that has been provided for this program
for the past several years, The administration estimates that about
285,000 WIN registrants will be placed in jobs in 1980. In 1977, the
committee recommended, and Congress enacted, a specific authoriz..-
tion for an additional $435 million in fiscal 1978 and fiscal 1979 for
the WIN program. (There would be no non-Federal matching re-
quired for this additional funding.) No funding was provided for this
authorization for either year.

PROPOSED LEGISLATION

Work expense deduction—The President’s budget includes a pro-
posal which would revise the rules for the disregard of itemized work
expenses in the determination of AFDC eligibility and computation
of benefits. Under present law, in determining monthly benefits, AFDC
families are allowed to deduct from the income which would otherwise
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reduce their AFDC eligibility all expenses reasonably attributable to
the earning of income after first deductirg $30 plus 14 of additional
earnings. Under the President’s proposal, the initial $30 deduction
would be increased to $65 and there would be an additional amount
disregarded equal to a percentage of earnings. Limitations would be
placed on the amount deductible for child care. Both child care and
other work expenses would be deducted before applying the “$65 and
14" earnings disregard.

The committee has previously approved an alternative modification
in the work expense provision. This alternative has been passed by
the Senate on several occasions in the past, most recently as a part of
the Revenue Act of 1978. The committee version required States to dis-
regard the first $60 earned monthly by an individual working full
time—$30 in the case of an individual working part time—plus one-
third of the next $300 earned plus one-fifth of amounts earned above
this. Child care expenses, subject to limitations prescribed by the Secre-
tary, would be deducted before computing an individual's earned in-
come. Other work expenses could not be deducted.

The administration’s proposal would result in a fiscal 1980 savings
of $80 million. The committee’s provision was estimated to save $241
million, or an additional $161 million.

Stepparent’s income—Under current law a stepparent’s income
may not be considered in calculating the benefit due a stepchild unless
the stepparent is legally responsible for stepchildren under State law.
Thus, in almost all States, families which include a stepparent may
receive AFDC regardless of the amount of a stepparent’s income.
Under the administration’s proposal, a stepparent’s income in excess
of an amount set aside to support himself and his dependents will be
counted in determining AFDC eligibility and the benefit amount for
the stepchildren. The administration estimates that this proposal will

reduce Federal outlays by $100 million in fiscal 1980. .
Additional savings.—The committee may wish to save additional

money in the AFDC program by approving the AFDC provisions
reported by the committee in the 95th Congress but not enacted into
law. These provisions relate to quality control, AFDC management
information systems, incentives to report incoine, recipient identifica-
tion cards, and determination of benefits in certain cases where the
child lives with relatives not legally responsible for his support. These
changes would result in net savings of $50 million in fiscal year 1980,
with increased savings in subsequent years.

Child support changes—The President’s budget proposes a number
of changes in the child support program as indicated in the following
table:
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{Dollars in millions)

Proposal fiscal 1980

Expand the program to include the enforcement and

collection of alimony for AFDC families............. —$18
Permit State child support enforcement agencies to

acquire wage information from the Social Security

Administration®.......... ... ... ... -9
Make States eligible for intrastate incentive pay-
ments, and revise the incentive formula............ =37

Retain AFDC eligibility for 3 months following the
time child support collections would otherwise

make the family ineligible for assistance.......... -7
Eliminate incentive payments in interstate child sup-
POMt CaSES. ... .. .ccviriii i -11

Provide Federal reimbursement to States for their
administrative costs in non-AFDC cases on a per-
manentbasis®. .............. .., +19

Total netsavings......................ooeieeel. —63

lincluded (in some form) in legislation previously approved by the Finance
Committee.

The committee may not wish to approve all the Administration’s
child support legislative proposals. However, the staff anticipates that
there are other suggestions the committee may wish to consider which
will save equivalent amounts. Thus the committee need not recommend
& higher amount for child support than the amount shown in the
President’s budget.

During the 95th Congress the committee approved several addi-
tional amendments to the child support law. A provision was included
in H.R. 13511 authorizing Federal matching for expenditures for
judges and other court personnel which are clearly identifiable and
directly related to services performed under the child support en-
forcement program. The amendment was deleted in conference. The
committee also reported as amendments to H.R. 12973 provisions
strengthening the child support collection and disbursement require-
ments; increasing Federal matching (from 75 to 90 percent) for the
costs to States and localities of developing new computerized manage-
ment information systems, expanding or enhancing their existing sys-
tems, or utilizing model systems developed by HEW’s Office of Child
Support Enforcement; extending IRS collection responsibilities to
non-A¥DC child support enforcement cases. The Senate did not act
on these provisions prior to adjournment.
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Puerto Rico, Guam, and the Virgin Islands—Under the Social
Security Act, public assistance programs in Puerto Rico, Guam, and
the Virgin Islands qualify for Federal matching at a 50 percent rate
and are subject to dollar limits on the amount of Federal funding
available. The annual limit is $24 million for Puerto Rico, $0.8 million
for the Virgin Islands, and $1.1 million for Guam.

Last year the committee approved an amendment to increase the
Federal matching rate to 75 percent and triple the maximum annual
amount of Federal funding to $72 million for Puerto Rico, $2.4 million
for the Virgin Islands, and $3.3 million for Guam. The House-Senate
conferees accepted the Senate amendment, but for one year only, fiscal
1979. Thus, beginning in 1980, the funding provisions applicable to
the territories will revert to the prior levels.

The Administration is proposing to amend the permanent law pro-
visions to increase the Federal matching rates to 75 percent, dou-
ble the total reimbursement ceilings to $48 million for Puerto Rico,
$1.6 million for the Virgin Islands, and $2.2 million for Guam, and
require the territories to maintain their contributions under these
programs so that the increase in Federal support may be passed
through to the poor. (This would increase the cost for public assistance
by $29 million in 1980.)
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Social Services
(dollarsin billions)
FY1979 FY1980
Present law:
Basic grant program 26 925
(title XX)
Additional child care 0.2
funds
Child welfare services 01 01
Training 01 O1
Proposed legislation in
Increase in child welfare - +0.1
services
Permanent increase in +04
title XX ceiling
Limit on training funds - *

*Jess than $0.05 billion



Chart 8
Social Services

In addition to cash benefit programs and medical assistance, the
Social Security Act includes several provisions which make Federal
funding available for social services programs, The largest such pro-
gram is the title XX social services programs, but funding is also
provided under a separate child welfare services program, and reha-
bilitative services for disabled SSI recipients (both children and
adults) are funded through that program. Also closely related to the
social services programs is funding authority for the training of social
workers and other State and local welfare personnel and for certain
research programs.

Under title XX of the Social Security Act, States providing social
services such as child care, family planning, and homemaker services
to welfare recipients and other low-income persons are entitled to
claim Federal matching grants for such expenditures. For most serv-
ices $3 in Federal funding under this program is available to match
cach §1 of non-Federal funding; however, Federal funding is subject
to an overall annual limit of $2.5 billion allocated on a population
basis, In fiscal year, 1979 an additional $400 million in Federal fund-
ing is available under a provision included in the tax-cut bill, Public
Law 95-600. This includes $200 1nillion available under the ordinary
title XX matching provisions and $200 million for child care which
is available without a non-Federal matching requirement. The Presi-
dent’s budget estimates that $2.8 billion of the available $2.9 bllhon in
title XX funds will be used in fiscal 1979.

Under title IV-B of the Social Security Act, grants to the States
are authorized for the purposes of providing child welfare services.
Again, a wide variety of services come under this general heading but
a major activity involves services related to adoption and foster care.
The child welfare services authorization is $266 million but the appro-
priation has always been well below that level.

Proposed legislation—For the past three fiscal years, an addi-
tional $200 million has been available for child care on a temporary
basis. In lieu of a further extension of this amount, the President’s
budget proposes to increase the permanent ceiling for Federal fund-
ing of the title XX program to $2.9 billion (plus $16 million for
territorial jurisdictions) all of which would be available under the

(43)
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general matching provisions. The budget also indicates that legisla-
tion will be proposed to limit the funding of social work training.
Under present law, 75 percent Federal matching is available on an
open-ended basis for such training. Under the proposed change, fiscal
year 1980 savings of §26 million are expected. (The change would
ultimately limit each State’s training funds to 3 percent of its title
XX social services ceiling; the limitation would, however, be phased
in over & 3-year period. )

The President’s budget also recommends an increase in the appro-
priation for child welfare services »f $84.75 million in fiscal year 1980.
This is within the existing authorization for the program but assumes
the enactment of legislation which will substantially modify its opera-
tions. The committee in the 95th Congress recommended significant
changes in the program and assumed that, with those changes, the
Administration would seek increased funding, gradually attaining the
full authorization level.
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Unemployment Compensation
Wollars in billions)

FY 1979 FY1960
PRESENT LAW
Unemployment trust fund:
Income 6.4 9162
Outgo 108 129
Net change +53 +33
End-of-year assets 157 19.0
Federal funds:

Advances totrust funds  -08 -09
Trade adjustment assistance 03 03
Federal employee benefits 05 (06

PROPOSED LEGISLATION

Increase trade adjustment +0.1
assistance




Chart 9

Unemployment Compensation

The unemployment insurance trust fund covers regular State un-
employment insurance benefits (paid for through taxes collected by
States but deposited into the Federal trust fund) and the extended
benefits program, which in times of high unemployment, provides an
additional 18 weeks of benefits which are 50 percent federally funded.
(The emergency unemployment compensation program, which pro-
vided benefits beyond the 39th week has now expired and the extended
benefits program is now operating in only 3 jurisdictions: Alaska, New
Jersey, and Puerto Rico.) Federal funds in the trust fund come par-
tially from the Federal share of the unemployment payroll tax and
partially from repayable general revenue advances to cover any inade-
quacies in the payroll tax. The unemployment trust fund also covers
State and Federal administration costa.

When Federal and State tax collections are insufficient to meet bene-
fit costs in the short run, the Federal unemployment trust fund is
authorized to borrow from the general fund of the Treasury with the
advances being subject to later repayment, Because of heavy levels of
unemployment recently, substantial advances to the trust fund from
the general revenues have been required. However, with economic im-
provement and certain unemployment tax increases enacted in 1976,
the trust fund will be able to begin repayments. It is expected that a
repayment of $0.8 billion will be made in fiscal year 1979 and $0.9
billion in fiscal 1980.

Although the chart indicates a total surplus of $3.3 billion for fiscal
1980 after taking into account the repayment to the general fund, most
of this surplus is in the State accounts which appear in the Federal
budget but are in fact State funds raised by State unemployment taxes
and used to pay for State unemployment benefits. (In fiscal year 1980,
the State accounts surplus is $2.5 billion.;

There are also certain unemployment programs funded from gen-
eral revenues outside the trust fund. One such program provides spe-
cial additional assistance to workers who become unemployed because
their employers’ businesses decline in the face of increased imports.
(A related Trade Act provision authorizes adjustmert assistance for
firms and communities. The President’s budget recommends funding
for these programs at a fiscal 1980 outlay level of $87 million.) Unem-
ployment benefits are also provided at Federal general revenue ex-
pense for former Federal employees and ex-servicemen.

Proposed legislation—At the end of the 95th Congress, the commit-
tee reported out legislation modifying certain aspects of the Trade
Adjustment Assistance Program. This legislation did not reach enact-
ment. The bill reported by the committee had an estimated first year
cost of $0.1 billion. Versions of this legislation introduced in this Con-
gress would have a higher cost, about $0.2 billion.

(47)
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Health Programs: Existing Law
(dollars in billions)
FY1979 FY1980
Hospital insurance:
Income $219 9255
Outgo 207 237
Net increase +2 +18
Supplementary medical
ingurance:
Income 98 103
Outgo 88 10.2
Net increase +1.0 +01

Federal fund o
M:;iacare m 78 80

Medicaid 118 126
Maternal and child heaith 04 04



Chart 10

Health Programs: Existing Law
MEDICARE

Benefit and administrative outlays under medicare are estimated for
fiscal year 1980 at $33.8. billion. Of this amount, benefit payments ac-
count for $32.8 billion. This represents an increase of 15 percent over
the fiscal year 1979 benefit payments. The primary factor accounting
for the increase is inflation in medical care coets.

Hospital insurance expenditures generally account for about 70 per-
cent of the medicare benefit payments. In fiscal year 1980, $23.7 bil-
lion in outlays (including $23.2 billion in benefit outlays) are estimated
under Part A (hospital insurance). Part B, the supplemental medical
insurance program, will account for outlays of $10.2 billion (of which
$9.6 billion is benefit payments).

Income to the trust funds in fiscal year 1980 is estimated at $35.8 bil-
lion, an excess over outlays of $2 billion. Federal fund payments to the
trust funds for fiscal year 1979 are $8 billion.

MEDICAID

Total Federal-State medicaid costs for fiscal year 1980 are projected
under present law to be $22.8 billion, of which the Federal ghare is $12.6
billion. Of the Federal amount, $11.8 billion represents payments for
benefits, with the remaining $0.8 billion going for administrative costs.
This represents an increase in total Federal outlays of 7 percent over
fiscal year 1979.

States match Federal expenditures under the medicaid program,
with total State expenditures accounting for approximately 45 per-
cent of total program costs. In fiscal year 1980 State medicaid costs are
estimated to be $9.7 billion, up from $9.1 billion in fiscal year 1979.

MATERNAL AND CHILD HEALTH

The budget includes $375 million for the maternal and child health
program for fiscal year 1980, $5 million less than for fiscal year 1979.
Of the 1980 outlays, $307 million is for formula grants to the States,
with the remainder supporting project grants, sudden infant death
programs and research and training related to maternal and child
health. The formula grant request represents an increase of $7 million
over the fiscal year 1979 appropriated amount of $300 million.

(49)
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Medicare Trust Funds

Under Present Law
(dollars in billions)
hoopital  EYISBOEYISR! FY1962 Y63 Prioes
Insurance:

Income 4255 324 $381 %418 9450
Outgo 237 274 309 350 394
Netincrease +1.8 453 +72 +68 +56

End-of-year 148 201 212 340 396
Supplementa
M:giacal i

Insurance

Income 10.3 123 141 159 179
Outgo 102 1.7 134 152 17.1

Netincrease +0.1 +0.7 +0.7 +07 +08

E:d;:?t;mr 50 57 64 71 18



Chart 11
Medicare Trust Funds—Under Present Law

This chart shows the status of the two medicare trust funds in
each of the next 5 fiscal years. The data in this chart are based on
current law.
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Health Programs: Proposed Changes
mg(dollz‘s in billions)
FY1979 FY1980
Presidents budget: —_——
MEDICARE:
Hospital cost containment -%04 -$1.5
7~ Cost sharing for working aged - =02
Other changes * X
MEDICAID:
Child health assurance - 403
program
Hospital cost containment * -02
Other changes -01 -0

*Less than $0.05 billion



Chart 12
Health Programs: Proposed Changes

Medicare—The administration proposes to limit increases in total
revenues of non-Federal hospitals. This reduction would result in a
decrease of $1.5 billion in medicare expenditures in fiscal year 1980—
2145 times the savings estimated for the hospital cost containment
proposal presented in last year's budget. To achieve such reductions,
the proposal would apply caps to increases in hospital spending which
the staff feels are unrealistically low on the average and which fail to
take any account of hospitals’ individual circumstances and needs.
If, as CBO estimates, hospital expenditures increase by 14.1 percent
in 1979, the average permitted increase for 1980 would be limited to
6.4 percent under the administration’s proposal.

The staff believes that it is unrealistic to expect enactment of the
legislation required to achieve a reduction of $1.5 billion in medicare
expenditures on the basis of the cost containment initiatives proposed
in the administration’s budget.

The administration also proposes legislation that would appear to
require employers with elderly employees and the elderly self-em-
ployed to share with the Federal Government the cost of hospital in-
surance. No details for this proposal, estimated to reduce costs by $200
million, are given in the President’s budget.

Medicaid.—The President’s budget propoges legxslatlon to expand
and improve the early and periodic screening, diagnosis and treatment
(“EPSDT”) program under medicaid. Legislation with similar ob-
jectives was approved by the Finance Committee last year. Outlays
under the proposal for fiscal year 1980 are estimated to be $0.3 billion.
The budget proposes to fully offset these additional costs through cost
containment legislation intended to rednce medicaid’s fiscal year 1980
spending by $0.3 billion. Most of these savings would be achieved
through the hospital cost containment initiatives described above and,
as explained above, the staff does not believe that the proposed sav-
ings are realistic.

Staff suggestion—While the staff does not concur in the budget
estimate of $2 hillion in medicare-medicaid savings for fiscal year
1980, it believes that gfernative proposals could be developed that
would provide a credible basis, if enacted or implemented administra-
tively, for savings equal to a substantial proportion of those projected

(53)
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in the budget (perhaps as much as $1.5 billion). The Senate last year
approved a number of proposals which were contained in the Medicare-
Medicaid Administrative and Reimbursement Reform (H.R. 5285 in
the last Congress).

Other possible proposals would, for example:

1. Prevent excessive reimbursement for ambulatory care in hos-
pital outpatients departments;

2. Require substantial justification for reimbursing institutions
a disproportivnate share for specific service (e.g., malpractice
insurance £nd routine nursing) provided medicare and medicaid
patients;

3. Establish a limited program of grants and loans to convert
unnecessary hospital units to skilled nursing and intermediate
care facilities;

4. Limit payment for long-term care provided in hospitals’ acute
care facilities;

5. Place a standby, interim reimbursement limit for medicare
and medicaid on increases in hospitals’ ancillary costs (to become
effective if the hospital industry Voluntary Effort fails) ;

6. Require application, for purposes of medicare and medicaid,
of equitable cost limits to skilled nursing and intermediate care
facilities within a specified period;

7. Streamline the method for transferring Federal medicaid
funds to all States;

8. Broaden States’ authority to contract for certain devices and
equipment (such as hearing aids and eyeglasses) under their
medicaid programs; '

9. Cover free-standing detoxification units under medicare; and

10. Direct PSRO’s to review the appropriateness of preopera-
tive hospital stays in excess of 1 day and diagnostic tests that are
routinely carried out when a patient is admitted, ete.

Cost increase proposals.—In determining its estimates of the likely
budgetary impact of Finance Committee legislation in the health func-
tion, the committee will need to consider whether or not any health
legislation enacted this year will include items which increase costs as
well as items which reduce costs. While budgetary cost savings can be
more easily achieved if legislation to expand medicare or medicaid
benefits is deferred, the committee may wish to consider whether any
cost savings legislation is likely to include some of the various pro-
posals which have been made for increasing benefits.
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(dollars in billions)

Revenue sharing

General revenue sharing

sharing:
Present law
Administration
extension

Counterrgclical revenue

Sugar Program

Present law (revenues)
Changes for Committee
consideration:
Payments
Revenues

Interest
(Committee decisions on
deficit and debt limit
determine estimate)

FY4979 FY1980

69 969
02 02
(0.6) (0.6)
401
R oX )
50.8 657

Note: For ‘outlayimpact of refundable tax
credit provisions, see revenue charts



Chart 13

Revenue Sharing; Sugar Program; Interest on the Public Debt

GENERAL AND COUNTERCYCLICAL REVENUE SHARING

General revenue sharing has become a central feature of the Federal
Government'’s efforts to assist State and local governments. In 19786,
the Congress approved legislation to extend this program through
September 30, 1980. Under this program, provision has been made for
outlays in each of the fiscal years 1979 and 1980 of $6.9 billion. One-
third of these amounts is distributed to State governments and two-
thirds to local governments. Since the inception of this program total
payments of $45.4 billion have been made to these governments, cover-
ing calendar years 1972 through 1978. A proposal has been introduced
and referred to the committee to eliminate the distribution of general
revenue sharing funds to State governments.

Countercyclical revenue sharing, approved in July 1976 and ex-
tended through September 30, 1978 by the Intergovernmental Anti-
Recession Assistance Act, provided for outlays in fiscal year 1978 of
$1.5 billion. Under this program funds were distributed to State and
local governments with high unemployment (exceeding 4.5 percent)
when the national unemployment rate for the two preceding quarters
exceeded 6 percent. This program was not extended beyond Septem-
ber 30, 1978. The administration has proposed that this program be
revised and extended through fiscal year 1980. This would require
outlays of an additional $250 million for fiscal year 1979 and $150
million for 1980. Other legislation has been introduced by members
of the committee that would require outlays of approximately $500
million for fiscal year 1979 and $700 million for fiscal year 1980.

SUGAR PROGRAM

The Sugar Act expired on December 31, 1974. In fiscal year 1975,
the last fiscal year the program was in effect, $86 million was appro-
priated to cover Sugar Act program payments for the 1974 crop year.
An amendment to the Food and Agriculture Act of 1977 contained a
price-support program. The price of the 1977 and 1978 crops of sugar
beets and sugarcane were supported via a tariff and supplemental fee,

&0
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imposed under Presidential proclamation, in addition to the price-
support program. While existing legislation has expired, the admin-
istration has stated they will support the domestic sugar market price
at a 15 cents per pound level for the 1979 crop year using existing
authorities,

The International Sugar Agreement, which is now before the Senate
for its advice and consent as a treaty, would require implementing
legislation within the jurisdiction of the Finance Committee. If the
committee expects to act on the sugar program this year, an estimate
of the necessary appropriation should be included in the committee's
budget recommendation.

If a sugar program which included payments were to be reinstated
after the current crop year ends in September 1979, an excise tax or
tariff on sugar would yield sufficient revenues to more than offset any
program payments. The tariff would make up the difference between
the domestic market price objective and the world market price.

In the previous session of Congress, the Senate favorably acted
upon a new sugar program. The committee, for budgetary purposes,
may wish to assume enactment of a similar bill, updated for inflation.
If a target price of 17 cents per pound were authorized (consisting
of 0.5 cents per pound payment and a market price objective of 16.5
cents per pound), the payments would require an expenditure of $60
million. Although no payments would be made before October 1, 1979,
payments could then be made with respect to periods before that date.
The additional expenditures would be more than offset by addi-
tional revenues; supporting the market price objective at 16.5 cents
per pound via a tariff would yield an additional $108 million in revenue
over existing duty collections (assuming world market prices remain

unchanged).

INTEREST ON THE PUBLIC DEBT

Budget outlays for interest on the public debt are estimated in the
President’s budget to rise from $59.8 billion in fiscal year 1979 to a
level of $65.7 billion in fiscal year 1980. These projected increases
result from the financing of budget deficits for each of these years
and from Federal borrowing to finance off-budget Federal entities.
‘When the committee has completed its decisions on revenues, expendi-
tures, and the budget deficit, the appropriate interest figures can be
calculated.

It should be noted that unlike past budget estimates, where the rate
of interest on the public debt has been assumed to be the rate of interest
prevailing at the time the estimates were made, this year’s budget
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assumes that interest rates will decline as the rate of inflation falls.
The interest outlay estimate therefore assumes the 91-day bill rate will
decline gradually from 9.3 percent, the prevailing rate at the time the
estimates were made, to an average of about 8.8 percent in calendar
year 1979 and 7.6 percent in calendar year 1980.

BUDGETARY TREATMENT OF REFUNDABLE CREDITS

In previous years, refundable tax credits were treated in their en-
tirety as revenue reductions for purposes of the congressional budget
process. This treatment has no impact one way or the other on the
total budgetary surplus or deficit but was of some procedural im-
portance since refundable tax credits are dealt with in the context of
revenue legislation which follows somewhat different Budget Act
procedural requirements than expenditure legislation. Starting with
the last Congress, however, the budget procedures were modified to
treat the refundable aspects of tax credits as “expenditures” rather
than as revenue reductions. For purposes of this document, however,
the budgetary aspects of refundable tex credits are discussed in the
context of the other revenue items to which they are related. The two
significant refundable tax credit items for fiscal 1980 are the earned
income tax credit discussed in connection with chart 14 and the real
wage insurance proposal discussed in connection with chart 15.
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Revenues: Present Law
(dollars in billions)

FY 1979 FY1980

individual income tax* $203.6 $229.6

Corporation incometax 703 T1.0
Social insurance taxes  141.8 161.2

Excise taxes 184 184
Estate and gift taxes 57 60
Customs duties 75 84
Other revenues 87 99

TOTAL 4559 5045

*The refundable part of the earned income tax credit
(not reflected in these numbers) involves ‘outlays’ of
$0.8 billion in FY 1979 and $4.5 billion in FY1980



Chart 14

Revenues: Present Law

Federal revenues are in large part composed of receipts from income
and payroll taxes. The udministration budget estimates that in fiscal
year 1979, these revenues will yield a total of $455.9 billion under
present law. For fiscal year 1979, the administration budget projects
a revenue yield of $504.5 billion under present law.

Income taxes paid by individuals are estimated to amount to $229.6
billion for fiscal year 1980. Revenues from this source, which account
for the largest single source of Federal revenues, will amount to 45.5
percent of total Federal revenues.

Income taxes paid by corporations are estimated at $71.0 billion
for fiscal year 1980.

Social insurance taxes and contributions, composed of social security
and other payroll taxes, unemployment insurance taxes and deposits,
Federal employee retirement contributions, and premium payments
for supplementary medical insurance are expected to total $161.2
billion. Receipts from these sources will account for approximately
31.9 percent of the total Federal revenues.

Excise taxes imposed on selected commodities, services, and activi-
ties are expected to provide $18.4 billion during fiscal year 1980.

Estate and gift taxes imposed on the value of property held at
death and inter vivos transfers of property are projected to produce
$6.0 billion.

Customs duties, levied on imports are anticipated to raise $8.4
billion.

Other taxes and miscellaneous receipts are expected to total $9.9
billion.

Under the budgetary conventions used in previous years, the entire
impact of refundable tax credits was treated as a revenue reduction.
Starting with the last Congress, this procedure was changed to treat
the refundable aspects of those credits as though they were budgetary
expenditures. As a result, the $229.6 billion of individual income tax
revenues shown on this chart reflects the $740 million revenue re-
duction attributable to the nonrefundable part of that credit but does
not reflect the refundable part of the credit which shows up in the
budget as an “outlay” of $1.547 billion. Under legislation enacted
last year, the refundable part of the earned income tax credit will
begin to be reflected in withholding during the upcoming year. This
may require a further reassessment of its budgetary treatment.

(61)
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Revenues: Proposed Legislation
(dollars in billions)

FY1979 FY 1980
President’s budget:
Individual taxes:
Real wage insurance -~ 3%
Fringe benefits o *
over basis on x
capital gains
Independent contractors - *
~ Social insurance taxes:
Railroad retirement - 402
payroll taxes
Excise taxes:
Airport and airway trust -~  +0.1
fund
Other:
Tax-exempt housing bonds *
Oil pollution liability fee — 404
Allowance for minor bills -0

* Proposals to be submitted; effect on revenues not
yocgodetermined

*# Also involves $0.2 billion in ‘outlays’ for
refundable portion of credit v



Chart 15
Revenues: Proposed Legislation

The administration has stated in the budget that it plans to submit
to Congress several tax proposals which will have their initial impact
during fiscal year 1980.

Real wage insurance.—The major proposal—real wage insurance—
is part of the President’s anti-inflation program. Under this proposal,
a taxpayer who is a member of a group which receives a wage increase
of 7 percent or less would receive a payment from the Federal Govern-
ment, if the Consumer Price Index (CPI) rises by more than 7 percent.
The payment would be a percentage of eligible earnings up to $20,000
from any one employer, and the amount would be included in income
for tax purposes. The percentage would be the difference between 7
percent and the percentage increase in the CPI; the maximum increase
in the CPI considered for this calculation would be 10 percent. Under
the administration’s economic assumptions, the revenue loss would be
$2.3 billion in fiscal year 1930. Independent estimates of the revenue
loss from this proposal have been prepared separately by the staff of
the Joint Committee on Taxation and the Congressional Budget office.
These estimates, particularly assumptions about the rate of inflation
and the number of workers expected to qualify for the program, dif-
fer from the Administration estimate. The Administration estimates
a cost of $5 billion associated with each percentage point by which the
inflation rate exceeds 7 percent. The staff of the Joint Committee on
Taxation estimates that the cost per percentage point could be sub-
stantially less, depending on the detailed specifications of the proposal.

Other individual income tax proposals.—The administration has
stated its intention to submit proposals which relate to the inclusion of
fringe benefits in income for tax purposes, carryover basis for assets
held at death and clarification of the distinction between an employee
and independent contractor for purposes of employment taxes and
withholding taxes on wages and salaries. The proposals which will be
submitted will become effective for taxable years beginning after De-
cember 31, 1979. Revenue estimates will be made after the proposals
have been formulated.

(83)
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Railroad retirement—In order to alleviate funding problems of the
railroad retircment trust fund, increases in the payroll taxes have
been recommended which will become effective January 1, 1980, The
major change will be to eliminate the $1,700 per month ceiling for the
employer contribution of the payroll tax. Receipts in fiscal year 1980
would be increased by $200 million.

Airport and airway trust fund.—Current excise taxes on airfreight
waybills and air passenger tickets, and certain other taxes, will expire
on July 1, 1980. The administration proposes to continue the ticket and
waybill taxes at their current rates and to change the 7-cents-per-
gallon tax on aviation fuel to a 10-percent ad valorem tax. In addition,
the administration has proposed a new 6-percent tax on new aircraft
and aircraft equipment to become effective on October 1, 1980, The
extension will avoid a reduction of net trust fund receipts of $100 mil-
lion in fiscal year 1980.

Revision of tax-exempt status for certain mortgage bonds.—The
administration intends to propose legislation to limit the use of funds
from tax-exempt bond issues for mortgage financing to low and
moderate income families or to other narrowly targeted public policy
objectives.

Oil pollution liability and compensation—The administration is
also proposing legislation to establish a fund of up to $200 million
to encourage cleanup of oil spills on the Nation’s waterways. A fee
of up to 3 cents per barrel of oil is proposed on oil received at any
U.S. refinery or terminal. The proposal is estimated to increase receipts
by $0.1 billion in 1980.

Other proposals.—A number of tax proposals have been introduced
by various meinbers of the committee. These measures range from
across-the-board tax reduction proposals, which could reduce receipts
by up to $16 billion during the first year, to a host of minor tax
changes which would cut revenues by less than $10 million. Included
in this group of proposed tax changes are such items as a tax credit
for tuition paid to elementary, secondary and postsecondary schools,
a tax credit for contributions to an individual housing account, a tax
credit for charitable contributions, and a tax credit for research and
development expenses. Deductions have been proposed for charitable
contributions for taxpayers who do not claim itemized deductions,
for contributions to limited employee retirement accounts, for ex-
penses incurred in reforesting private lands, and for larger and ac-
celerated deductions for depreciation.



Exclusions have been proposed for a limited amount of interest
income on savings, a limited amount of dividends reinvested under a
qualified dividend reinvestment plan, and the value of employer-
provided day-care. Deferral of tax on the gain from the sale of certai*
small businesses, repeal of carryover basis for estate tax purposes,
reduction of tax rates applicable to the first $150,000 of corporate tax-
able income, restoration of the gasoline tax deduction, inclusion of
gains from the sale of agricultural lands along with the sale of a
principal residence in calculating the capital gains exclusion, changes
in the special use valuation rule for farmland, subjecting nonresident
alien investors to capital gains tax on U.S. real property, and the
delay or repeal of various revenue rulings and IRS regulations have
also been proposed.

Other major changes that have been suggested include indexing indi-
vidual and corporate tax rates and the personal exemption and the
zero bracket amount ; permitting heads of household to use the stand-
ard deduction available to married persons, permitting married
couples with both spouses working to use the tax rates applicable to
single taxpayers, and providing a tax credit for certain social security
tax payments.

Alowance for minor taw and tariff bills—The budget resolutions
set an overall floor on revenues, and this floor is, after the second
resolution, enforceable by point of order. While this procedure is
intended to provide budgetary control over major revenue changes,
it also applies to bills which have only a very minor revenue impact
but may be important for other reasons such as tariff bills or bills
designed to correct inequities in the treatment of taxpayers. In order
to avoid unduly restricting the flexibility of the Senate to consider
such measures, the committee has in the past recommended that an
allowance of $0.1 billion for minor tax and tariff legislation be incor-
porated into whatever revenue levels are established in the budget
resolution.
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Tax Expenditures: Present Law
(dollars in billions)

FY1979 FY1980

Commerce and housing  $632 $729
credit

Income security 307 357
General purpose fiscal 170 191
assistance
Education, training, 128 130
crplomert.
socia
Health R4 141
Energy 42 43
International affairs 22 23

Other tax expenditures 74 7.7



Chart 16

Tax Expenditures: Present Law

The concept of tax expenditures was developed in order to compare
the Federal Government’s total contribution to various activities,
through direct expenditures and indirectly through deductions, de-
ferrals, and credits in the tax structure. With thi: ‘: formation, con-
sideration of the budget will ultimately involve ex:. .ination of both
direct and tax expenditures as alternate means of providing incentives.

The chart presents a summary of tax expenditures by budget func-
tional category and estimates of their revenue effects. The table con-
taining the estimates presented by the administration as a special anal-
ysis in the 1980 budget is reproduced in appendix C.

The definition of a tax expenditure is imprecise. The objective gen-
erally, however, is to include as tax expenditures those tax provisions
that are not ordinary deductions taken for the purpose of determining
net income of a 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 dove-
tailing concept and practice has generated substantial 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
a listing of a provision carry no implication of approval or disap-
proval, 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 two columns were
added, they would total $149.9 billion in fiscal year 1979 and $169.1
billion in fiscal year 1980. However, the separate items, even in func-
tional categories, should not be simply added because the revenue esti-
mates are made with the assumption that no other changes would be
made by the taxpayer if the one item were to be repealed. Many tax-
payers have the choice of using other tax expenditures, if they are
interested in tax shelters. For some, repeal of a provision could fore-
close that source of economic income, and they might permanently
suffer a significantly reduced income. For all taxpayers, repeal of a
tax expenditure provision could affect their tax liabilities through
movement into higher tax brackets or no longer having to itemize
deductions.
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Debt Limit
(dollarsinbillions)

Temporary debt limit through  $7080
March 31, 1979

Administration estimate of debt 8330
subject to limit Sept. 30 1979

Plus:
Federal funds deficit for 490
FY 1980
Off-budget agency spending 1.2
financed by Treasury and
other financing

Equals:
Debt subject to limit Sept. 301980 8932



Chart 17

Debt Limit

Under existing law, the debt limit is $798 billion until March 81,
1979. The temporary debt limit expires March 31, 1979. In the ab-
sence of further legislation, the debt ceiling would decline on that date
to its permanent level of $400 billion.

For fiscal year 1980 the administration assumes that the debt sub-
ject to limit would reach $893.2 billion on September 30, 1980. Under-
lying these estimates are the legislative proposals which the President
proposed to Congress in the budget for fiscal year 1980 and the eco-
nomic outlook for that period. In addition, the fiscal year 1980 needs
include issue of debt by the Federal Financing Bank under the debt
limit on behalf of various agency programs and several agencies whose
activities are not included within budget totals.
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Committee on Finance 1978 Report to the Budget Committee With
Respect to Fiscal Year 1979 (including supplemental report on
J-year outlook)




LETTER OF TRANSMITTAL

UNTITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C., March 10, 1978.
Hon. EpMunp S. Muskre,
Chairman, Committee on the Budget,
U.8. Senate,
Washington, D.C.

Dear Me. CHARMAN : This letter transmits the views and estimates
of the Committee on Finance on those aspects of the Federal Budget
for fiscal year 1979 which fall within the Committee’s jurisdiction as
i8 required by section 301(c) of the Congressional Budget Act of 1974.

Economic assumptipns.—Many of the components which go to make

“up the budget totals are highly susceptible to relatively slight changes
in economic conditions. The economic assumptions underlying the
budget are presented on page 31 of the President’s budget. For pur-
poses of the first concurrent resolution on the budget, the Finance Com-
mittee accepted these assumptions.

While the President’s economic assumptions have been used as a
basis for estimating revenues, unemployment compensation, social se-
curity benefits and other programs under Finance Committee jurisdic-
tion, we recognize that there are other alternative economic assump-
tions which might reasonably be supported. If the Budget Committee
decides to adopt a different set of economic assumptions, an appro-
priate adjustment should be made in some of the revenue and outlay
estimates under present law.

E'stimating budgetary impact.—In the course of developing its rec-
ommendations with respect to the fiscal year 1979 budget, the Commit-
tee became aware of certain estimating problems which tend to distort
the budgetary picture. These problems relate to the offsetting impact
which certain budget items may have on other aspects of the budget.
One such problem is that an increase in one budgetary function may
result in offsetting reductions which occur under other budgetary func-
tions. A budgetary allowance for a given proposal thus may stand out
as a significant increase while any offsetting impact may be hidden in
the overall estimates for other categories. A related problem is that the
budgetary increases resulting from new legislation tend to be more
easily estimated than the offsetting savings.
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The work incentive (WIN) program under title IV-C of the Social
Security Act is a case in point. This program is directly targeted on the
reduction of welfare dependency. It includes supportive services, place-
ment activities, training, and subsidized employment. Through some or
all of these activities, the program serves to move an individual from
welfare to employment. This is & program which, in the Committee’s
view, clearly pays for itself. However, allowing for increased funding
requires & budgetary increase in tha social services category, while off-
setting savings occur in different categories (income security to the ex-
tent that AFDC and food stamp costs are reduced ; health to the extent
of medicaid savings). In addition, the program results in a savings of
State welfare expenditures which are simply not reflected in the budg-
etary totals—although they are important in evaluating the budgetary
impact of the program from the taxpayer’s standpoint,

In addition to the fact that the budgetary categories tend to obscure
savings, the extent of the savings has been disputed. The difficulty of
determining the relationship between participation in the program and
subsequent employment, and the lack of certain dats concerning the
duration of employment, result in significantly differing views of the
level of offsetting savings which result from increased WIN funding.
However, the fact that savings may be more difficult to estimate than
costs does not mean that savings are less real than costs, Nor is it a
valid approach to the budgetary process to ignore savings because of
difficulties in estimating them.

The Committee is convinced that there are substantial numbers of
welfare recipients who are employable and that the WIN program
can, if adequately funded, provide them with the necessary assistance
and opportunities for employment, Moreover, the Committee believes
that the WIN program must be viewed as an integral part of the
actions Congress has taken in the past few years to improve welfare
programs and to reduce avoidable dependency, (Another important
element of this type is the child support program enacted in 1974.)
The results are impressive. The rapid escalation of welfare depend-
ency which was characteristic of the program at the end of the last
decade has been stopped. Even during the recent recession, when in-
creased dependency would have been expected, the AFDC rolls have,
in fact, declined. In the five years prior to the 1971 amendments which
restructured the WIN program, the AFDC caseload was increasing
at an annual rate of 18 percent as compared with an average annual
increase of only 1 percent over the past 5 years—and an actual decline
of more than 214 percent over the most recent 12-month period for
which statistics are available.

The Committee believes that these more favorable trends in case-
load account for substantial savings in expenditures far exceeding
what has been spent on WIN, child support enforcement, and other

Y 2.4
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activities which have contributed to those savings. A valid budgetary
judgment must attempt to balance proposed increases in funding for
such programs against the savings which may be anticipated to result
from them. For this reason, the Committee, in developing its budget
recommendations, has incorporated significant offsetting savings into
the estimates underlying this letter in those instances where the Com-
mittee anticipates increased funding of programs which would pro-
duce such savings.

Ezpenditure programs—The Committee on Finance shares with
other committees jurisdiction over a number of program areas involv-
ing expenditures, These areas include income maintenance, health, so-
cial services, and other matters.

Interest on the public debt, which on a gross basis will account
for some $56 billion in Federal outlays during the coming fiscal year,
also falls under the jurisdiction of the Committee on Finance.

The Committee on Finance has reviewed each of the expenditure
programs within its jurisdiction and estimates that the amounts shown
in Table 1 should be allowed in the concurrent budget resolution for
these programs. The Finance Committee estimates involve outlays for
fiscal year 1979 which are $1.4 billion higher than the outlays esti-
mated in the President’s budget.

TABLE 1.—FINANCE COMMITTEE RECOMMENDATIONS CON-
CERNING BUDGET AUTHORITY AND OUTLAYS UNDER COM-
MITTEE JURISDICTION: FISCAL 1979

[In billions of doliars]

Budget
Functional category authority Outlays
350 Agriculture........................... 0 0

New legislation............ ........... +0.3 40.3

450 Community and regional develop-
ment.. ... ... ... ... 1 A

500 Education, training, employment,
and social services. .. .............. 4.1 4.1
New legislation . . .. ... .. ... .. +1.3 +1.3
550NHealth .......... 44(.‘1 422..5

ew 'egisiation S
~00 ’ﬂc:m'ge seurity - 131.3 129.3
VW ey S gton o -1 -1
voe e weral, Lrouse ‘iocal assistance 7.0 7.0
vew oy Siat.un , +1.1 +1.1
300 rterest 155.7 155.7
+.4 +.4

! Certain offsetting interest receipts reduce the budgetary impact of this total
to $49,000,000,000.

*Net change less than $50,000,000.
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Agrioulture.—The only program within the Finance Committee’s
jurisdiction in this functional category is the Sugar Act. That Act
expired at the end of December 1974 and no payments to sugar grow-
ers were made for crop years after 1974, However, crop support pay-
ments have been authorized through the end of this calendar year
under the Food and Agriculture Act of 1977. The amount shown for
new legislation will permit enactment of a support payment program
along the lines of the former Sugar Act. (The International Sugar
Agreement which is now before the Senate for its advice and consent
would require new, implementing legislation.)

In the past, the excise tax on sugar (which has also expired) has
produced revenues which exceed the cost of the payments to sugar
growers. (The current support payments are funded through higher
tariffs on imported sugar.) The Finance Committee revenue estimates
also allow for renewal of the sugar tariff and/or excise tax, so that
taken together, renewal of the support payments and the tariff or ex-
cise tax would leave the budget deficit unchanged.

Education, training, employment, and social services.—In this cate-
gory, there are several programs under the jurisdiction of the Com-
mitteo on Finance including the general social services program
under title XX of the Social Securicy Act, the child welfare services
program, and the work incentive program (WIN) for employable
recipients of aid to families with dependent children. In the case of
the WIN program there is, in addition to the general authorization of
permanent law, a special authorization for fiscal years 1978 and 1979
under Public Law 95-30. This law was enacted last year and the Com-
mittee has approved legislation to provide an additional increase in
that authorization. The Committee has also reported legislation which
would increase the funding required for the title XX and child wel-
fare services programs. In developing its estimates for this function
the Committee has taken into account the requirements for providing
adequate funding for these three programs under present law and
under the legislation already approved by the Committee. We have
also included an allowance for further increases under additional leg-
islation.

Health.—The Committee on Finance has jurisdiction over the Med-
icare, Medicaid, and maternal and child health programs. The Com-
mittee recommends that the Congressional budget for fiscal year 1979
allow approximately the same level of funding for this function (in-
sofar as it concerns Finance Committee programs) as under present
law. In making this recommendation, the Committee anticipates that
it will be proposing legislation affecting health category expenditures.
However, the Committee believes that sufficient savings can be achieved
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to offset the costs of any new spending that the Committee may pro-
pose. At the same time, however, the Committee notes that the Admin-
istration budget proposed a savings of $0.7 billion in medicare and
medicaid through its hospital cost containment proposal. The Com-
mittee believes that it would be unrealistic to base a Congressional
budget estimate on the expectation that this proposal will be enacted.
The Committee intends to act this year on legislation dealing with the
costs of the Medicare and Medicaid programs and is convinced that
it can develop legislation which will, in the long run, be as effective,
if not more effective in restraining hospital costs in those programs
than the Administration proposal. In developing this proposal, the
Committee will to the extent reasonably possible, attempt to affect
short-range costs also. However, the Committee strongly recommends
that the budget resolution not anticipate fiscal year 1979 savings from
hospital cost containment.

Income security—In the income security function of the budget,
the Committee on Finance has jurisdiction over the basic national
social insurance and public assistance programs. The major programs
involved are old-age, survivors, and disability insurance, supplemental
security income for the aged, blind, and disabled, aid to families with
dependent children, and unemployment compensation. The Committee
recommendation for this function indicates allowance for legislative
changes which would reduce outlays by $0.1 billion. In making this
recommendation, the Committee points out that legislation already
reported by the Committze would involve certain new spending in this
category offset by provisions which would reduce income security costs.
In addition, as pointed out earlier in this letter, the Committee be-
lieves that fuller funding of the work incentive (WIN) program under
existing law and under proposed legislation will be effective in reduc-
ing AFDC expenditures.

The President’s budget anticipates legislation to reduce the costs
of the old-age, survivors, and disability insurance program by some
$0.6 billion. The Committee notes that action on major social security
legislation has already been completed during this Congress. That
legislation included the elimination of certain low-priority benefit
features which would otherwise have cost $1.2 billion in calendar year
1979. The Committee intends to continue to review the social security
program and to recommend appropriate legislative changes to elimi-
nate any costs which result from unnecessary and undesirable provi-
sions. It would not, however, be realistic to assume that such legis-
lation will be enacted to provide additional reductions in this program
for fiscal year 1979. The Committee recommends that the savings
shown in the President’s budget not be incorporated into the develop-
ment of the Congressional budget resolution.

39-317 0-79-6
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Goneral purpose fical assistance.—This function of the budget in-
cludes general revenue sharing, countercyclical revenue sharing, and
other items such as payments to Puerto Rico of amounts equal to cer-
tain tax collections. The countercyclical revenue sharing program is
scheduled to expire at the end of fiscal year 1978, but the President’s
budget has recommended its extension through September 30, 1979.
The President’s tax recommendations include features which would
involve some expenditures in this category in the form of subsidies
related to municipal bonds issued on a taxable basis. The Committee
recommendations that $1.1 billion be allowed for possible new legis-
lation in this budget function would be sufficient to accommodate the
outlays resulting from such legislation if it is determined to be ap-
propriate when that legislation is considered substantively. The Com-
mittee notes that the President’s proposed bond subsidy program ap-
parently would take a form requiring s multi-year appropriation for
which several billion dollars in additional budget authority would be
necessary. We have not yet had the opportunity to decide whether
such a program will be a part of our tax recommendation nor, if agreed
to, the exact form of such a program. We therefore feel that it would
be appropriate at this time to limit the budget authority allowed for
such a contingency to what would be necessary to cover the first year’s
outlays.

Interest.—The interest function in the budget includes interest on
the public debt, interest payments on certain tax refunds, and certain
offsetting interest receipts. The Committee estimates that present law,
as modified by legislative proposals of President Carter not within this
Committee’s jurisdiction, will involve gross interest on the public
debt of $55.4 billion. The Committee also estimates that the increased
deficit resulting from the revenue and outlay recommendations in this
letter would increase that interest by a further $0.4 billion.

TABLE 2.—FISCAL YEAR 1979 FINANCE COMMITTEE REVENUE

ESTIMATES
[In billions of dollars])
Presentlaw............................. '472.2
Allowance for legislation(net)............................ —44.0
Present law and legislation......................... 428.2

! The committee, for purposes of this report, has accepted the President’s budget
estimates of present law revenues. It is noted, however, that those estimates do
not include the $200,000,000 in fiscal year 1979 revenues attributable to the
recently enacted tax on coal under the Black Lung Benefits Revenue Act of 1977,
and it {s also understood that the budget does not reflect the increased outlays
resulting from the companion legislation modifying the Black Lung program
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Revenues.—The different types of Federal revenues include indi-
vidual and corporate incomes taxes, social insurance taxes, excise taxes,
estate and gift taxes, and customs duties. For purposes of this report,
all Federal receipts have been treated as revenues; those receipts in
the President’s budget which do not fall within the Finance Commit-
tee’s jurisdicticn have been accepted without change.

The President’s budget for fiscal year 1979 proposes revenue reduc-
tions totaling $32.6 billion as compared with present law. The Com-
mittee has not yet had an opportunity to deal with the President’s spe-
cific recommendations. We have already acted on certain revenue
measures, such as the tuition tax credit proposal which has been re-
ported to the Senate, and the energy tax package which is presently
before a committee of conference. The Committee notes that, in addi-
tion to the President’s recommendations. » number of other proposals
are likely to be considered which would affect revenues from individ-
ual and corporate income, social insurance, and other taxes. In order
to accommodate the net impact of legislative action which may be
taken in these areas, the Committee recommends that the budget allow
for new legislation reducing revenues by $44 billion in fiscal 1979.

The revenue estimate of the Finance Committee includes an assump-
tion that, if it becomes necessary to reenact the Sugar Act, the Com-
mittee will propose a renewal of the sugar excise tax which would off-
set any payments under the act to growers. The estimate also includes
an allowance to cover minor tax and tariff legislation. The Committee
notes that setting a budget resolution revenue total at exactly the
level of expected revenues could result in an unfortunate procedural
barrier to the consideration of minor tax and tariff bills which have
only negligible revenue implications. While such bills have essentially
no budgetary impact, they are technically inconsistent with the budget
resolution (and after the second budget resolution may be subject to
a point of order). To deal with this situation, the Committee on Fi-
nance strongly recommends that the revenue total in the budget reso-
lution be set at a level $0.1 billion below the level of revenues other-
wise anticipated.

Budget deficit.—Table 3 shows the overall budgetary impact of the
recommendations of the Committee on Finance concerning the fiscal
year 1978 Congressional budget resolution.
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TABLE 3.—BUDGETARY IMPACT OF FINANCE. COMMITTEE
RECOMMENDATIONS

(In biliions of dollars]

Revenues Odtlayt Deficit

Presentlaw®. ... ................... 4722 4985 264

President’'sbudget.................. 439.6 500.2 —60.6
Finance Committee recommenda-
tion. ..., 428.2 5015 734

*Does not include impact of recent Black Lung legisiation. See footnote to table 2. For
purposes of this table, “pressnt law” outlay totals include proposed legisiation in the President’s
budget which is not within the jurisdiction of the Committee on Financs.

Public debt limit.—The permanent debt limit under existing law is
$400 billion. In addition, there is a temporary debt limit in effect which
brings the overall limit to $752 billion. This temporary limit expires
on March 31, 1978, and in the absence of further legislation the debt
ceiling would decline to the $400 billion permanent level. The pro-
jected deficit for fiscal year 1979 will increase the debt subject to limit
to a level of $880 billion under the recommendations of the Commit-
tee on Finance contained in this letter. Except for those recommenda-
tions, this estimate is computed on the basis of the President’s budget.
The Budget Committee may, therefore, find it necessary to adjust the
debt limit estimates to take account of any other appropriate adjust-
ments to the estimates in the budget for programs Lot within the
jurisdiction of the Committee on Finance.
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TABLE 4.—PUBLIC DEBT LIMIT ESTIMATES
{in billions of dollars]

Debt subject to limit as of September 30, 1978............ 778
Plus:
Federal funds deficit for fiscal year 1979............... 87

Off-budget agency spending financed by Treasury and
othertinancing........................................

Equals: Debt subject to limit as of September 30, 1979.... 880

Tax expenditures—The Congressional Budget Act of 1974 defines
“tax expenditures” as “revenue losses attributable to provisions of the
Federal tax laws which allow a special exclusion, exemption, or deduc-
tion from gross income or which provide a special credit, a preferen-
tial rate of tax, or a deferral of tax liability.” In the Committee’s view,
the question of whether a given revenue provision represents a special
or a normal application of tax policy is one which in many instances
cannot be objectively resolved. For this reason, the Committee feels
that the only way in which it can comply with the Budget Act’s re-
quirement that it present its estimates with respect to tax expenditures
is by listing all items which have been so designated. In doing so, how-
ever, the Committee does not either endorse or reject the contention
that any or all of these items designated as tax expenditures represent
a departure from normal tax policy.

For the reason stated above, the Finance Committee accepts at face
value the .ax expenditure listing included in Special Analysis G of
the President’s budget.

The Finance Committee staff is available to answer any additional
questions you may have on these estimates.

With every good wish,Iam

Sincerely,
RusseL B. Lona, Chairman.

39-317 0 - 19 « 7



U.S. SENATE,
CoMMITTEE ON FINANCE,

Washington, D.C., April 4, 1978.
Hon. Epxexp S. Muskix,

Chairman, Committee on the Budget, U.S. Senate,
Washington, D.C.

Dear Mr. CuatryaN : This is in response to your request for addi-
tional information concerning the budgetary implications of legisla-
tion within the jurisdiction of the Committee on Finance for years
beyond the upcoming fiscal year which was the subject of the March 10,
1978 letter transmitting the views and estimates of the Committee on
Finance as required by section 301 (c) of the Congressional Budget Act.

As indicated in the March 10 letter, the Committee on Finance
anticipates the enactment of significant legislation affecting revenues
and affecting expenditures under the programs within the Com-
mittee’s jurisdiction. In that letter, the Committee has attempted to
assess the fiscal 1979 budgetary impact of the actions it may take in
these areas. These actions will also affect the budget for subsequent
years although the likely budgetary impact for those years will de-
pend very heavily on the exact nature of the legislative changes, most
of which remain to be considered at a later date. The information
below discusses the future year budgetary implications of legislation
within Finance Committee jurisdiction to the extent that it is feasi-
ble to do so. I am also attaching a copy of a committee print which
includes certain projections of future year program levels referred to
in the matter below.

EXPENDITURE PROGRAMS

Education, training, employment, and social services.—Programs
in this category include the title XX social services program, the
child welfare services program, the work incentive program, and the
employment services program funded through the unemployment
trust fund. The amount of funding for the title XX program 1is
limited by a permanent ceiling in the law which has been set at $2.5
billion since 1972. A temporary increase of $2.7 billion was pro-
vided for fiscal years 1977 and 1978 and the Committee has reported
legislation to make the $2.7 billion a permanent ceiling. Further in-
creases for fiscal 1979 or future years would occur only as a result
of specific legislative change. The child welfare services program
would be funded at a level of approximately $0.1 billion under the
President’s fiscal 1979 budget. The Committee has reported legisla-
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tion modifying the program in ways which it anticipates would lead
to requests for full funding of the program at its $266 million au-
thorization level within a few years. The work incentive program was
funded last year at a level of $0.4 billion. The Committee has reported
legislation which would authorize additional funding to a level of
$1.1 billion for fiscal year 1979 and $1.5 billion for future years.
Funding for the employment services program through the unem-
ployment trust fund becomes available under a formula which allo-
cates a portion of the Federal Unemployment Tax to the Unemploy-
ment Administration Account.

Health.—Major programs in this category are medicare, medicaid,
and maternal and child health. Present law projections for five fiscal
years for the medicare programs appear on page 42 of the attached
committee print. Similar growth patterns might be :xpected in the
medicaid program although the costs of that program are somewhat
more susceptible to variation because of State control over program
content and eligibility. The maternal and child health program is
governed by a specific authorization level of $0.4 billion. The Com-
mittee has under consideration legislation designed to reduce the costs
of the medicare and medicaid programs over the next several years;
however, the timing and level of the reductions will be feasible to esti-
mate only after the Committee has completed action on the measure.

Income security.—The major income security programs are social
security, unemployment compensation, supplemental security income,
and aid to families with dependent children. The estimated 5 year pro-
Jections of the social security program oppear on page 16 of the en-
closed committee print. Changes to these estimates may be possible
but will depend on legislation to be developed over the next few years.
The unemployment compensation program’s costs will depend pri-
marily on the level of unemployment experienced over the coming
years. The public assistance programs have been relatively stable in
the past year or two and the cost of these programs—particularly the
Aid to Families with Dependent Children program—can be signifi-
cantly reduced as a result of legislation the Committee has already
recommended in H.R. 7200 and S. 2779.

General purpose fiscal assistance.—The major programs in this cate-
gory are general revenue sharing and countercyclical revenue sharing.
The general revenue sharing program’s expenditure levels are limited
by existing legislation to $6.8 billion for each fiscal year through fiscal
1980; the program will then expire unless extended by subsequent legis-
lation. The countercyclical revenue sharing program expires at the end
of fiscal year 1978, but the President has proposed a two-year exten-
sion. The need for such a program in future years and the program’s
funding level will depend heavily on the economic situation,
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REVENUES

Revenue projections for the next five years appear on page 11 of the
President’s budget. At this time, the only action taken by the Commit-
tec which would significantly modify the present law projections is the
reporting of H.R. 3948 which would reduce revenues by $0.9 billion
in fiscal 1979, $1.4 billion in fiscal 1980, $2.8 billion in fiscal 1981, $4.5
billion in fiscal 1982, and $5.3 billion in Sscal 1983. As indicated in the
letter of March 10, 1978, the Committee anticipates further action in
the revenue area to result in a total revenue reduction of $44 billion for
fiscal year 1979. It can be expected that the legislation providing for
those reductions will also result in reduced revenues in subsequent
years but the extent of those future year reductions can only be esti-
mated after the Committee has had an opportunity to determine the
nature of the revenue reduction it will propose.

With every good wish, I am

Sincerely,
RusseLL B. Loxng,
Chairman.
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Excerpt From Publie Law 93-344—The Congressional Budget and
Impoundment Control Act of 1974




Pub. Law 93-344 - 10 - uly 12, 1974
88 _STAT, 306 July 12,
TITLE III—CONGRESSIONAL BUDGET PROCESS
TIMETABLE
31 usc 1321, 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.c. oo~ President submits current services budget.
15th duy after Congress meets..  President submits his budget.
March 15 oo Committees and joint committees submit
reports to Budget Committees.
Aprl 1 eeeeea Congressional Budget Office subwitx report to
Budget Committees.
April 15 e eeeeea Budget Commniittees report first concurrent res-
olution on the budget to their Houses.
May 15 e Committees report bills and resolutions author-
izing new budget suthority.
May 18 e Congress completes action on first concurrent
resolution on the budget.
Tth day after Labor Day____... Congress completes action on billx and resolu-
tivns providing new budget authority and
new spending authority, ,
September 18 .. o.._ Congress completes action on second required
concurrent resolution on the budget.
Reptember 25 _.___. Congress completes action on reconciliation bill
or resolution, or both, implementing xecond
required concurrent resolution,
October Voo Fiscal year begins.
ADOPTION OF FIRST CONCUKRENT RESOLUTION
31 USC 1322, Sec. 301, (az‘ Actiox To Be Courreren sy 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
Contents, 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 ;

(2) an estimate og budget outlays and an appropriate level of
new budget authority for each major functional category, for
conting:::ies, and for undistributed intragovernmental transac-
tions, d on allocations of the appropriate level of total budget
outlays and of total new budget authority;

(3) theamount if any, of the surplus or the deficit in the budget
which is appropriate in light of economic conditions and all other
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;

(5) theap mf)riate level of the public debt, and the amount, if
any, by whlcgn the statutory limit on the public debt should be
increased or decreased by bills and resolutions to be reported by
the appropriate committees; and

(6) such other matters relating to the budget as niay be appro-
priate to carry out the purposes of this Act.

{b) AoprrioNaL MatrERs IN CoNCURRENT ResoLuTion.—The first
concurrent resolution on the budget may also require—
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(1) a procedure under which all or certain bills and resolutions
providing new budget authority or providing new spending
authority described 1n section 401(c) (2?(0) for such fiscal year
shall not be enrolled until the concurrent resolution required to be
reported under section 310(a) has been agreed to, and, if a recon-
ciliation bill or reconciliation resolution, or both, are required to
be reported under section 310(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 Committee
on the Budget of each House shall report to its House on the imple-
mentation of procedures described in this subsection.

(¢) Views aNp EstiMates oF Oruer Coxaurrees.—On or before
March 15 of each vear, cach standing committee of the House of
Representatives shall submit to the Committee on the Budget of the
House, each standing committee of the Senate shall submit to the
Cominittee on the Budget of the Senate, and the Joint Economic Com-
mittee and Joint Committee 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 subsection (a) which relate to matters within the respective
ju:ii.sdiction or functions of such committec 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 the jurisdiction of such committee which such
committee intends to be effective during the fiscal year beginning
on October 1 of such year.

The Joint Economic Committee shall also subimit to the Committees
on the Budget of both Houses, its recommendations as to the fiscal
policy appropriate to the goals of the Employment Act of 1946. Any
other committee of the House or Senate may submit to the Committee
on the Budget of its House, and any other joint committes of the
Congress may submit to the Committees on the Budget of both Houses,

its views and estimates with respect to all matters set forth in sub--

section (a) which relate to matters within its jurisdiction or functions.
(d) Hearings axp Revort.—In developing the first concurrent reso-
lution on the budget referred to in subsection (a) for each fiscal year,
the Committee an the Budget of each House shall hold hearings and
shall receive testimony from Members of Congress and such appro-
priate re[])resenm(i\'es of Federal departments and agencies, the gen-
eral public, and national organizations as the committee deems
desirable. On or before April 15 of each year, the (‘ommittee on the
Budget of each House shall report to its House the first concurrent
resolution on the budget referred to in subsection (a) for the fiscal
year beginning on October 1 of such year. The report accompanying
such concurrent resolution shall include, but not be limited to—

(1) a comparison of revenues estimated by the committee with
those estimated in the budget submitted by the President;

(2) a comparison of the appropriate levels of total budget out-
lays and total new budﬁet authority, as set forth in such
concurrent resolution, with total budget outlays estimated and
total new budget authority requested in the budget submitted by
the President;

Report to
Congress,

Submittal to
oongressional
ocommittess,

60 Stat, 23,
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31 USC 1323,

Subdivisions,

ﬁ}) with respect to each major functional category, an estimate
of budget outlays and an appropriate level of new budget auchor-
ity for all proposed programs and for all existing programs
(including renewals thereof), with the estimate and level for
existing programs being divided between permanent suthority
and funds provided in appropriation Acts, and each such division
being subdivided between controllable amounts and all other
amounts;

(4) an allocation of the level of Federal revenues recommended
in the concurrent resolution among the major sources of such
revenues:

(5) the economic assumptions and objectives which underlie
each of the matters set forth in such concurrent resolution and
alternative economic assumptions and objectives which the com-
mittee considered;

(6) projections, not limited to the following, for the period of
five fiscal years beginning with such fiscal year of the estimated
levels of total budget outFays, total new budget outlays, total new
budget suthority, the estimated revenues to be received, and the
estimated surplus or deficit, if any, for each fiscal year in such
period. and estimated levels of tax expenditures (the tax
expenditures budget) by major functional categories;

(7) a statement of any significant changes in the proposed
levels of Federal assistance to State and local governments; and

(8) information, data, and comparisons indicating the manner
in which, and the basis on which, the committee determined each
of the matters set forth in the concurrent resolution, and the rela-
tionship of such matters to other budget categories.

MATTFRE TO RE INCLUDED IN JOINT STATEMENT OF MANAGERS;
REPORTS BY COMMITTEES

Sec. 302. (3) ALLocaTioN or Torars.—The joint explanatory state-
ment accompanying s conference report on a concurrent resolution on
the budget shali include an estimated allocation, based upon such
concurrent resolution as recommended ia such conference report. of
the appropriate levels of total budget outlays and total new budget
authority among each committee of the House of Representatives and
the Senate which has jurisdiction over bills and resolutions providing
sich new budget authority.

(b) Rerorts BY CoMmrrTERS.—AS 800n a8 practicable after a con-
current resolution on the budget is agreed to—

(1) the Committee on Appropriations of each House shall, after
consulting with the Committee on Appropriations of the other
House, (A) subdivide among its subcommittees the allocation of
budget outlays and new bugget suthority allocated to it in the
joint explanatory statement accompanying the conference report
on such concurrent resolution, and (B) further subdivide the
amount with respect to each such subcommittee between con-
trollable amounts and all other amounts; and

(2) every other committee of the House and Senate to which
an allocation was made in such joint explanatory statement shall,
after consulting with the committee or committees of the other
House to which all or part of its allocation was made, (A) sub-
divide such allocation among its subcommittees or among pro-
5:"“ over which it has jurisdiction, and (B) further subdivide

amount with respect to each subcommittee or program between
controllsble amounts and all other amounts.
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Each such committes shall promptly report to its House the subdivi-
sions made by it pursuant to this subsection.

(c) SunsequenT ConcurreNT ResoLuTions.—In the case of a coucur-
rent resolution on the budget referred to in section 304 or 310, the
allocation under subsection (a) and the subdivisions under subsection
(b) shall be required only to the extent necessary to take into account
revisions made in the most recently agreed to concurrent resolution
on the budget.

FIRST CONCURRENT RESOLUTION ON THR BUDGET MUST BE ADOPTED BREFORE
LEGISLATION TIROVIDING NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, OR CHANGES IN REVENUES OR PUBLIC DEBT LIMIT I3 CON-
SIDERED

Skc. 303. (a) IN Generar.—It shall not be in order in either the
House of Representatives or the Senate to consider any bill or resolu-
tion (or amendment thereto) which provides—

(1) new budget authority for a fiscal year;

(2) an increase or decreass in revenues to become effective
during s fiscal year;

(3) an increase or decrease in the public debt limit to become
effective during a fiscal year; or

(4) new s ndin‘f authority described in sectior 401(c) (2) (C)
to become effective during a fiscal year;

until the first concurrent resolution on the budget for such year has
been agreed to pursuant to section 301.

(b) Excerrions.—Subeection (a) does not apply to any bill or
resolution—

(1) providing new budget authority which first becomes avail-
able in a fiscal year following the fiscal year to which the con-
current resolution applies; or

(2) increasing or decreasing revenues which first become effec-
tive 1n a fiscal year following the fiscal year to which the con-
current resolution applies.

(c) WalveEr IN THE SENATE.—

(1) The committee of the Senate which reports any bill or res-
olution to which subsection (2) applies may at or after the time it
reports such bill or resolution, report a resolution to the Senate
(;{)Z providing for the waiver of subsection (a) with resﬁect to
such bill or resolution, and (B) stating the reasons why the

waiver is nccessary. The resolution shall then be referred to the
Comniittee on the Budget of the Senate. That committee shall
report the resolution to the Senate within 10 days after the res-
olution is referred to it (not counting any day on which the
Senate is not in session) beginning with the day following the day
on which it is so referred, accompanied by that committee’s rec-
ommendations and reasons for sucﬁarecommendations with respect
to the resolution. If the committee does not report the resolution
within such 10-day period, it shall automatically be discharged
from further consideration of the resolution and the resolution
shall be placed on the calendar.

(2) During the consideration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by, the majority leader and minority leadc.: or their
designea and the time on any debatable motion or appeal shall
be limited to twenty minutes, to be equally divided between, and
controlled by, the mover and the manager of the resolution. In the
event the manager of the resolution is i favor of any such motion

Congressioml
comittees’
report of sube
divisionse

31 USC 1324,

Resolution
referral,

Report to

Semte,

limitation,



88 STAT, 310

Pub, Law 93-344 - 14 - July 12, 1974

31 USC 1325,
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or appeal, the time in opposition thereto shall be controlled by the
minority leader or his designee. Such leaders, or either of them,
may, from the time under their control on passage of such
resolution, allot additional time to any Senator during the con-
sideration of any debatable motion or appeal. No amendment to
the resolution is 1n order.

(3) If, after the Committee on the Budget has reported (or
been discharged from further consideration of) the resolution,
the Senate agrees to the resolution, then subsection (a) of this
section shall not apply with respect to the bill or resolution to
which the resolution 8o agreed to applies.

PERMISS'BLE REVISIONS OF CONCURRENT RESOLUTIONS OF THE BUDGET

Skc. 304. At any time after the first concurrent resolution on the
budget for a fiscal year has been agreed to pursuant to section 301, and
before the end of such fiscal year, the two Houses may adopt & con-
current resolution on the budng;t‘ which revises the concurrent resolu-
tion on the budget for such 1 year most recently agreed to.

PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
REBOLUTIONS ON THE BUDGET

Sec. 305. (a) Procepure IN House or REPRESENTATIVES AFTER
Rerorr or CoMMiTTEE; DEBATE—

(1) When the Committee on the Budget of the House has
reported any concurrent resolution on the budget, it is in order
at any time after the tenth day (excluding Saturdays, Sundays,
and legal holidays) following the day on which the report upon
such resolution has been available to Members of the House (even
though a previous motion to the same effect has been disagreed
to) to move to proceed to the consideration of the concurrent reso-
lution. The motion is highly privileged and is not debatable. An
amendment to the motion is not in order, and it is not in order to
move to reconsider the vote by which the motion is agreed to or
disagreed to.

(2) General debate on any concurrent resolution on the budget
in the House of Representatives shall be limited to not more than
10 hours, which shall be divided equally between the majority and
minority parties. A motion further to limit debate is not debat-
able. A motion to recommit the concurrent resolution is not in
order, and it is not in order to move to reconsider the vote by
which the concurrent resolution is agreed to or disagreed to.

(3) Consideration of any concurrent resolution on the budget
by the House of Representatives shall be in the Committee of the
\“:hole, and the resolution shall be read for amendment under the
five-minute rule in accordance with the applicable provisions of
rule XXIII of the Rules of the House of Representatives. After
the Committee rises and reports the resolution back to the House,
the previous question shall be considered as ordeied on the reso-
lution and any amendments thereto to final passage without inter-
vening motion; except that it shall be in order at any time prior
to final passage (notwithstanding any other rule or provision of
law) to adopt an amendment (or a series of amendments) chang-
ing any figure or figures in the resolution as so reported to the
extent necessary to achieve mathematical consistency.
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(4) Debate in the House of Representatives on the conference Debate, time
report or any concurrent resolution on the budget shall be limited 1iadtation.
to not more than 5 hous, which shall be divided equally between
the majority and minority parties. A motion further to limit
debate is not debatable. ,( motion to recommit the conference
report is not in order, and it is not in order to move to reconsider
the vote by which the conference report is agreed to or dis-
agreed to.

(5) Motions to postpone, made with respect to the consideration
of any concurrent resolution on the budget, and motions to pro-
cecd to the cousideration of other business, shall be decided with-
out debate. .

(6) Appeals from the decisions of the Chair relaung to the
application of the Rules of the House of Representatives to the
procedure relating to any concurrent resolution on the budget
shall be decided without debate.

(b) Procenurre 1N SENATE AFTER RErort oF CoMMITTEE; DEBATE;
AMENDMENTS.—

(1) Debate in the Senate on any concurrent resolution on the debate, time
budget, and all amendments thereto and debatable motions and 1imitation,
appeals in connection therewith, shall be limited to not more
than 50 hours, except that, with respect to the second required
concurreat resolution referred to in section 310(a). all such debate
shall be limited to not more than 15 hours. The time shall be
equally divided between, and controlled by, the majority leader
and the minority leader or their designees.

(2) Debate in the Senate on any amendment to a concurrent
resolution on the budget shall be limited to 2 hours, to be equally
divided between, and controlled by, the mover and the manager

- of the concurrent resolution, and debate on any amendment to an
amendment, debatable motion, or appeal shall be limited to 1 hour,
to be equally divided between, and controlled by, the mover and
the manager of the concurrent resolution. except that in the event
the manager of the concurrent resolution is in favor of any such
amendment, motion, or appesal, the time in opposition thereto
shall be controlled by the minority leader or his designee. No
amendment that is not germane to the provisions of such con-
current resolution shall received. Such leaders, or either of
them, may, from the time under their control on the passage of
the concurrent resolution, allot additional time to any Senator
during the consideration of any amendment, debatable motion,
or appeal.

(3) A motion to further limit debate is not debatable. A
notion to recommit (except a motion to recommit with instrue-
tions to report back within a specified number of days, not to
exceed 3. not counting any day on which the Senate is not in
session) is not in order. Debate on any such motion to recommit
shall be limited to 1 hour, to be equally dividei between. and
controlled by, the mover and the manager of the concurrent
resolution.

(1) Notwithstanding any other rule, an amendment, or series
of amendments, to a concurrent resolution on the budget proposed
in the Senate shall always be in order if such amendment or series
of amendments proposes to change any figure or figures then con-
tained in such concurrent resolution so as to make such concurrent
resolution mathematically consistent or so as to maintain such
consistency.
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(c) Acrion oN CoNrzrENCE REPORTS IN THE SENATE.—

(1) The conference report on any concurrent resolution on the
budget shall be in order in the Senate at any time after the third
day (excluding Saturdays, Sundays, and legal holidays) follow-
ing the day on which such a conference report is reported and is
available to Members of the Senate. A motion to proceed to the
consideration of the conference report may be made even though a
previous motion to the same effect has been disagreed to.

(2) During the consideration in the Senate of the conference
report on any concurrent resolution on the budget, debate shall be
limited to 10 hours, to be equally divided between, and controlled
by, the majority leader and minority leader or their designees.
Debate on any debatable motion or appeal related to the confer-
ence report shall be limited to 1 hour, to be equally divided
between, and controlled by, the mover and the manager of the
conference report.

(3) Should the conference report be defeated, debate on any
roquest for a new conference aud the arpomtment of conferees
shall be limited to 1 hour, to be equally divided Letwecen, and
controlled by, the manager of the conference report and the
minority leader or his desiguee, and should any motion be made
to instruct the conferees before the confcrees are named, debate
on such motion shall be limited to one-half hour, to be equally
divided between, and controlled by. the mover and the manager
of the conference report. Debate on any amendment to any such
instructions shall be limited to 20 minutes, to be equally divided
bet ween and controlled by the mover and the manager of the con-
ference report. In all cases when the manager of the conference
report is in favor of any motion, appeal, or amendnicnt, the time
in opposition shail be under the control of the minority leader or
his desiguee.

(4) In any case in which there are amendments in disagree-
ment, time on each amendment shall be limited to 30 minutes, to
be equally divided between, and controlled by, the manager of the
conference report and the minority leader or his designee. No
amendment that is not germane to the provisions of such amend-
ments shall be reoeivoznﬁe

(d) Requiren Action BY Conrerr.stw Commitree.—If, at the end of
i days (excluding Saturdays, Sundays. and legal holidays) after the
conferees of both Houses have been appointed to a commiitee of con-
ference on a concurrent resolution on the budget, the conferees are
unable to reach agreement with respect to all matters in disagrecment
between the two Houses, then the conferees shall submit to their
respective Houses, on the first day thereafter on which their House
is in session—

(1) a conference report recommending those niatters on which
they have agreed and reporting in disagreement those matters on
which they have not agreed; or

(2) a conference report in disagreement, if the matter in dis-
agreement is an amendment which strikes out the entire text of
the concurrent resolution and inserts a substitute text.

(e) Concurrent ReEsoLution Must Be CoNISTENT IN THE SEN-
ATE—It shall not be in order in the Senate to vote on the question of
agreeing to—

(1) a concurrent resolution on the budget unless the figures then
contained in such resolution are mathematically consistent ; or

(2) a conference report on a concurrent resolution on the budé(et
unless the figures contained in such resolution, as recommended
in such conference report, are mathematically consistent.
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LEGISLATION DEALING WITH CONGRESS8IONAL BUUDGET MUST BE HANDLED
BY BUDGET COMMITTEES

Sec. 308. No bill or resolution, and no amendment to any bill or a1 usc 1327,
resolution, dealing with any matter which is within the jurisdiction
of the Committee on the Budﬁet of either House shall be considered
in that House unless it is a bill or resolution which has been reported
by the Committee on the Budget of that House (or from the considera-
tion of which such committee has been discharged) or unless it is an
amendment to such a bill or resolution.

HOUSE COMMITTEE ACTION ON ALL APPROPRIATION BILLS TO BE COMPLETED
BEFORE FIRST APPROPRIATION BILL 18 REPORTED

Skc. 307. Prior to reporting the first regular appropriation bill for 31 usc 1328,
each fiscal year, the Committee on Appropriations of the House of
Representatives shall, to the extent practicable, complete subcommit-
tec markup and full commnittee action on all regular appropriation
bills for that year and submit to the House a sumniary report compar- Sumwary report,
ing the committee’s recon:mendations with the appropriate levels of submittal to
budget outlays and new budget autharity as set forth in the most House.
recently agreed to concurrent resolution on the budget for that year.

REPORTS, SUMMARIES, AND PROJECTIONS OF CONGRESSIONAL BUDGET
ACTIONS

Seo. 308. (a) Rerorrs oN LEkcisLaTioNn Provibing New Bubcer 31 15¢ 1329,
ActioriTY 0R Tax Expexpirures.—Whenever a committee of either
House reports a bill or resolution to its House providing new budget
authority (other than continuing ngeropriuions) or new or increased
tax expenditures for a fiscal year, the report accompanying that bill Contents,
or resolution shall contain a statement, prepared after consultation
with the Director of the Con, ional Budget Office, detailing—

(1) in the case of a bill or resolution providing new budget
authority—

(A) how the new budget authority Erovided in that bill
or resolution comnpares with the new budget authority set
forth in the most recently agreed to concurrent resolution
on the budget for such fiscal year and the reports submitted
under section 202;

(B) a projection for the period of 5 fiscal years begin-
ning with such fiscal year of budget outlnfrs, associated with
the budget authority provided in that bill or resolution, in
each fiscal year in such period: and

(C) the new budget authority, and budget outiays result-
inﬁ therefrom, provided by that bill or resolution for finan-
cial assistance to State and local governments; and

(2) inthe case of a bill or resolution providing new or increased
tax expenditures—

(A) how the new or increased tax expenditures provided in
that bill or resolution will affect the levels of tax expenditures
under existing law as set forth in the report accompanyin
the first gxfmcurrent resolution on the budget folr such
year, or, 1f & report accompanying & subsequently to
concurrent ution for sucg year sets forth such levels,
then as set forth in that report ; and o

(B) s projection for the period of 5 fiscal years bt:ﬁmnﬁ;
with such fiscal year of the tax expenditures which will result
from that bill or resolution in fiscal year in such period.
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31 USC 1330,

No projection shall be required for a fiscal year under paragraph (1)
& or (2)(B) if the committee determines that s&?)ection for that

| year i8 impracticable and states in its report the reason for such
impracticability.

(b) Up-to-Datz TasuraTiON or CoNcrEsslONAL BubueTr AcTions.—
The Director of the Congressional Budget Office shall issue periodic
reports detailing and tabulating the progress of congressional action
on bills and resolutions providing new budget authority and chmg::lﬁ
revenues and the public debt limit for a fiscal year. Such reports
include, but are not limited to—

(1) an up-to-date tabulation comparing the new budget suthor-
ity for such fiscal year in bills and resolutions on which Congress
has completed action and estimated outlays, associated with such
new bu authority, during such fiscal year to the new budget
authority and estimated outlays set forth in the most recently
agreed to concurrent resolution on the budget for such fiscal year
and the reports submitted under section 302;

(2) an up-to-date status report on all bills and resolutions pro-
viding new budget authority and changing revenues and the
public debt limit for such fiscal year in both Houses;

(3) an up-to-date comparison of the appropriate level of reve-
nues contained in the most recently ag to concurrent resolu-
tion on the budget for such fiscal year with the latest estimate of
revenues for such year (including new revenues anticipated
during such year under bills and resolutions on which the Con-
gress has completed action); and

(4) an up-to-date comparison of the appropriate level of the
public debt contained in the moset recently agreed to concurrent
resolution on the budget for such fiscal year with the latest esti-
mate of the public debt during such fiscal year.

(c) Five-Year Prosection oF CoNcressioNaL BupGer AcTiON.—AS
S00N &8 &ractiuble ufter the beginning of each fiscal year, the Director
of the Congressional Budget Office shall issue & report projecting for
the period of 5 fiscal years beginning with such fiscal year—

(1) total new budget authority and total budget outlays for
each fiscal year in such period;

(2) revenues to be received and the major sources thereof, and
the surplus or deficit, if any, for each fiscal year in such period;

and
(3) tax expenditures for each fiscal year in such period.

COMPLETION OF ACTION ON BiLL8S PROVIDING NEW BUDGET AUTHORITY
AND CERTAIN NEW BPENDING AUTHORITY

Sec. 309. Except as otherwise provided pursuant to this title, not
later than the seventh day after Labor Day of each year, the Congress
shall complete action on all bills and resolutions—

(1) providing new bu(‘ilﬁet« authority for the fiscal year begin-
ning on October 1 of such year, other than supplemental, gl -
ciency, and continuing appropriation bills and resolutions, and
other than the reconciliation bill for such year, if required to be
reported under section 310(c); and

(2) providing new spending authority described in section 401
(c)(2) (C) which is to become effective during such fiscal year.

Paragraph (1) shall not apply to any bill or resolution if legislation
authorizing the enactment of new budget authority to be provided in
such bill or resolution has not been timely enacted.
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SBECOND REQUIRED CONCURRENT RESOLUTION AND RECONCILIATION
PROCES&S

Src. 310. (a) ReportiNg o CoNCURRENT ResoLurioN.—The Com-
mittee on the Budget of each House shall report to its House a con-
current resolution on the budget which reaffirms or revises the
concurrent resolution on the budget most recently agreed to with
respect to the fiscal year beginning on October 1 of such year. Any such
concurrent resolution on the budget shall also, to the extent neces-
sary—
y (1) specify the total amount by which—

A) new budget authority for such fiscal year;
B bu(;lget authority initially provided for prior fiscal
ears; an

y (Qv)“ new spending authority described in section 401(c) (2)

(C) which is to become effective during such fiscal year,
contained in laws, bills, and resolutions within the jurisdiction
of a committee, is to be changed and direct that committee to
determine and recommend changes to accomplish a change of
such total amount;

(2) specify 31\ total amount by which revenues are to be
changed and direct that the committees having ?urisdiction to
determine and recommend changes in the revenue laws, bills, and
resolutions to accomplish a change of such total amount;

{)8) specify the amount by which the statutory limit on the

ublic debt is to be changed and direct the committees having
Yurisdiction to recommend such change; or

(4) specify and direct any combination of the matters described
in paragraphs (1), (2),and (8).

31 USC 1331,

Any such concurrent resolution may be reported, and the report Pi1ing,

accompanying it may be filed, in either House notwithstanding that
that House is not in session on the day on which such concurrent
resolution is reported.

(b) CompreT1ON OF AcTION ON CoNCURRENT REsoLuTioN.—Not later
than September 15 of each year, the Congress shall complete action
on the concurrent resolution on the budget referred to in subsection

‘c) Reconciuiation Process.—If a concurrent resolution is agreed
to in accordance with subsection (a) containing directions to one or
tnore committees to determine and recommend changes in laws, bills,
or resolutions, and—

(1) onfy one committee of the House or the Senate is directed to
determine and recommend changes, that committee shall promptly
make such determination and recommendations and report to its
House a reconciliation bill or reconciliation resolution, or both,
containjng such recommendations; or

(2) more than one committee of the House or the Senate is
directed to determine and recommend changes, each such com-
mittee so directed shall promptly make such determination and
recommendations, whether such changes are to be contained in u
reconciliation bill or reconciliation resolution, and submit such
recommendations to the Committee on the Budget of its House,
which upon receiving all such recommendations, shall report to
itsa House a reconciliation bill or reconciliation resolution, or both,
eargiing out all such recommendations without anyﬁ substantive
revisjon, :
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Reoonoiliation For purposes of this subeectionéu reconciliation resolution is s con-

resolution.

Debate, time
limitation,

31 180 1332,

current resolution directing the Clerk of the House of Representatives
or the Secretary of the Senate, as the case may be, to make specified
changes in bills and resolutions which have not been enrolled.

(d) CourrerioN or RecoNciLiaTION Procrss.—Congrees shall com-
plete action on any reconciliation bill or reconciliation resolution
reported under subsection (c¢) not later than September 25 of each
ear.

’ (e) a:;ocgwu IN THE Spé:earg.—- h (2), the provisions of
xcept as proyl In pars ’ provisions o
section 303 for thepconsideration in 5:: gennto of concurrent reeo-
lutions on the budget and conference reports thereon shall also
apply to the consideration in the Senate of reconciliation bills and
reconcilistion resolutions reported under subeection (¢) and con-
ference reports thereon.

(2) Debate in the Senate on any reconciliation bill or resolu-
tion reported under subsection (c¢), and all amendments thereto
and debatable motions and appeals in connection therewith, shall
be limited to not more than 20 hours.

(£) CoNuress May Nor Apsourn UNTIL Aorion Is Comprrren.—It
shall not be in order in either the House of Representatives or the
Senate to consider any resolution providing for the adjournment sine
die of either House unless action has been completed on the concurrent
resolution on the budget required to be reported under subsection (a)
for the fiscal year beginning on October 1 of such year, and, if &
reconciliation bill or resolution, or both, is required to be reported
under subseection (c) for such fiscal year, unless the Congress has com-
pleted action on that bill or resolution, or both.

NEW BUDGET AUTHORITY, NEW SPENDING AUTHORITY AND REVENUB
LPQISLATION MUST BE WITHIN AFPROPRIATE LEVELS

Sra, 311, (a) Leaterarion Susszor 10 PoiNT or Ozoer.—After the
Congress has completed action on the concurrent resolution on the
budget required to be reported under section 810(a) for s fiscal year,
and, if & reconciliation bill or resolution, or both, for such fiscal year
ave required to be reported under section 310(c), after that bill has
been enacted into law or that resolution has beeu agreed to, it shall
not be in order in either the House of Representatives or the Senate to
consider any bill, resolution, or amendment providing additional new
!mdget authority for such fiscal gur providing new spending author-
ity described in section 401(c) ( );d) to become effective during such
fiscal year, or reducing revenues for such fiscal year, or any confer-
ence report on any such bill or resolution, if—

{10 the enactment of such bill or resolution as reported;

2) the adoption and enactment, of such amendment; or
(3) the enactment of such bill or resolution in the form recom- -

mended in such conference report;

would cause the .pp::{ﬁste level of total new budget authority or
total budfet outlays set forth in the most recently sgreed to concur-
rent resolution on the budget for such fiscal year to be exceeded, or
would cause revenues to be fess than the appropriate level of revenues
set forth in such concurrent resolution.

(b) DerErmiNaTion or OuTLAYS AND ReveNues.—For purposes of
subsection (a), the b outlays to be made during a fiscal year and
revenues to be received during a fiscal year shall be determined on the
basis of estimates made by the Committee on the Budget of the House
of Representatives or the Senate, as the case may be,
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TITLE IV—ADDITIONAL PROVISIONS TO IMPROVE
FISCAL PROCEDURES

BILLS PROVIDING NEW SPENDING AUTHORITY

Sro. 401. (a) LrzasuaTion Provipine CoNTrACT OR BorROWING
Avtnorrry.—It shall not be in order in either the House of Represent-
atives or the Senate to consider any bill or resolution which provides
new spending authority described in subsection (c)(2)(A) or (B)
(or any amendment which provides such new spen suthority),
unless that bill, resolution, or amendment also provides that such
new spending authority is to be effective for any fiscal year only to
such oxtent or in such amounts as are provided in appropriation .(vcu.

(b) LrzoisLatioN ProviDING ENTITLEMENT AUTHORITY.—

(1) It shall not be in order in either the House of Representa-
tives or the Senate to consider any bill or resolution which pro-
vides new spendin% suthority described in subsection (c) (2) (C
(or any amendment which provides such new spending authority
which 18 to become effective before the first day of the fiscal year
which begins during the calendar year in which such bill or res-
olution is reported.

(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution which érovides new spending
authority described in subsection (¢)(2) (C) which is to become
effective during o fiscal year and the amount of new budfet author-
ity which will be required for such fiscal year if such bill or resolu-
tion is enacted as 80 reported exceeds the appropriate allocation of
new budget authority reported under section 803(b) in connection
with the most recently . to concurrent resolution on the
budget for such fiscal year, such bill or resolution shall then be
feferred to the Committee on Azgmprimom of that House with
instructions to report it, with the committee’s recommendations,
within 15 calendar days (not counting any day on which that
House is not in session) beginning with the day ollowir:f the day
on which it is so referred. If the Committee on A p:&) stions of
either House fails to report a bill or resolution referred to it under

is parsgraph within such 15-day period, the committee shall
sutomatically be discharged from further consideration of such
bill or resolution and such bill or resolution shall be placed on the
appropriate calendar.

8) The Committee on Agﬁmpriatiom of each House shall have
jurisdiction to report any bill or resolution referred to it under
paragraph (2) with an amendment which limits the total amount
of new spending authority provided in such bill or resolution.

(°) ﬁ';";m""_ £ this section, the term “ di

or purposes o ion, the term “new spendin
suthority” nl:e;ns spending authority not provided by lulv)e:n th‘o
effective date of this ooction& including any increase in or addition
to spending authority provided by law on such date.

For pur of pa 1),the term “spending author-
ity" x)neana l:utgority (31..3«- amu&q or rml:\entx;‘—
(A} to enter into contracts under which the United States
is obligated to make outlays, the budget authority for which
is not provided in advance by appropriation Acts:

(B) to incur indebtedness (other than {ndebtedness
inourred under the Second Liberty Bond Act) for the Np!{-
ment of which the United States is liable, the budget authority
fo:l which is not provided in advance by appropriation Acts;
an

\

31 Us¢ 1351,

Refermal to
Appropriations
Committee,

Disoharge from
oonsideretion,

Placement on
oalendar,
Committes
Jurisdiotion,

40 Stat, 208,
3 S0 774,
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SC) to make pa]ments (including loans and grants), the
budget authority for which is not provided for in advance
by appropriation Acts, to any person or government if, under
the provisions of the law containing such authority, the
United States is obligated to make such payments to persons
or governments who meet the requirements established by such

‘88_srar, 318

aw,
Such term does not include authority to insure or guarantee the
repayment of indebtedness incurred by another person or govern-
ment.
(d) ExceprioNs.— ..
(1) Subsections (a) and (b) shall not A{;ply to new spendin
authority if the budget authority for outlays which will resu
from such new spending authority is derived—
from a trust fund established by the Social Security
49 Stat, 620, Act (a8 in effect on the date of the enactment of this Act);
42 USC 1305, or
(B) from any other trust fund, 90 percent or more of the
receipts of which consist or will consist of amounts ‘trans-
ferred from the general fund of the 'l‘reuur;;) equivalent to
amounts of taxes &r:hted to the purposes for which such
outlays are or will be made) received in the Treasury under

60A Stat, 3, specified provisions of the Internal Revenue Code of 1954.

26 USC 1 g4 sgq. (2) Subeections (a) and (b) shall not tp{::y to new aﬁ)ending
authority which is an amendment to or extension of the State

86 Stat, 919, and Local Fiscal Assistance Act of 1972, or a continuation of

31 UsC 1221 note,  the program of fiscal assistance to State and local governments
provided by that Act, to the extent so provided in the bill or
resolution providing such authority.

(8) Subeections (a) and (b) shall not apply to new spending
authorit,x to the extent that—
(A) the outlays resulting therefrom are made by an orga-
nization which is (i) & mixed-ownership Government corpo-
ration (as defined in section 201 of the (overnment

89 Stat, 600j Corporation Control Act), or Sil) & wholly owned Govern.
87 Stat, 1003, ment corporation (as defined in section 101 of such Act
31 S0 8se, which is specifically exempted by law from compliance wit
59 g*"'“ hodd) any or all of the provisions of that Act ; or
98 tusts Lams, (B) the outlays resulting therefrom consist exclusively of

. the proceeds of gifts or bequests made to the United States

for a specific purpose.
REPORTING OF AUTHORIZING LEGISLATION

31 USO 1352, Sec. 402. (a) Requiren RerortiNg Date.—Except as otherwise pro- |

vided in this section, it shall not be in order in either the House of
Representatives or the Senate to consider any bill or resolution which,
directly or indirectly, authorizes the enactment of new budget author-
ity for a fiscal year, unless that bill or resolution is ?orted in the

ouse or the Senate, as the case may be, on or before May 15 preced-
ing the beginning of such fiacal year.

%b) Exrroency Warver 1N e House.—If the Committee on Rules
of the House of Representatives determines that emergency conditions
require & waiver of subeection (s) with respect to any bill or resolu-
tion, such committee may report, and the House may consider and
adopt, s resolution waiving the application of subsection (a) in the
case of such bill or resolution,
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(¢) WAIVER IN THE SENATE.—
(1) The committee of the Senate which repoits any bill or
resolution may, at or after the time it reports such bill or resolu-
tion, report a resolution to the Senate (A) providing for the
waiver of subsection (a) with respect to such bill or resolution,
and (B) stating the reasons why the waiver is necessary. The Referral to
resolution shall then be referred to the Committee on the gud t Budget Commte
of the Senate. That committee shall report the resolution to the tes.
Senate, within 10 days after the resolution is referred to it (not Report to Sen-
counting any day on which the Senate is not in session) beginning ate-
with the day following the day on which it is so referred accom-
panied by that committee’s recommendations and reasons for such
recommendations with respect to the resolution. If the committee Disoharge from
does not report the resolution within such 10-day period, it shall consideration,
automatically be discharged from further consideration of the
resolution and the resolution shall be placed on the calendar. Plaoement on
(2) During the consideration of any such resolution, debate calendar,
shall be limited to one hour, to be egually divided between, and Debate, time
controlled by, the majority leader and the minority leader or their 1imitation,
designees, and the time on any debatable motion or appeal shall be
limited to 20 minutes, to be equally divided between, and con-
trolled by, the mover and the manager of the resolution, In the
event the manager of the resolution is in favor of any such motion
or appeal, the time in opposition thereto sha'l be controlled by
the minority leader or his designee. Such leaders, or either of
them, may, from the time under their control on the passage of
such resolution, allot additional time to any Senator during the
consideration of any debatable motion or appeal. No amendment
to the resolution is in order.
(8) If, after the Committee on the Budget has reported (or
been disci\arged from further consideration of) the resolution, the
Senate agrees to the resolution, then subsection sa) of this section
shall not apply with respect to that bill or resolution referred to
in the resolution.

(d) Certain BiLus anp Resorutions Receivep From Orner
House.—Notwithstanding the provisions of subsection (a), if under
that subsection it is in order in the House of Representatives to con-
gider a bill or resolution of the House, then it shall be in order to
consider a companion or similar bill or resolution of the Senate; and if
under that subsection it is in order in the Senate to consider a bill or
resolution of the Senate, then it shall be in order to consider a com-
panion or similar bill of the House of Representatives.

(&) S G wbasction (a) shall not, apply with respect d

ubsection (a) shall not a with respect to new spend-
ing authority described in sectiollx) %1(0) (2) (83?

%2) Subsection (a) shall not apply with reepect to new budget
authority authorized in a bill or resolution for any {:oviaion of
the Social Security Act if such bill or resolution also provides
new spending authority described In section 401(0{)(2) (C)
which, under section 401(d) (1) (A), is excluded from the appli-
cation of section 401(b).

(f) Stuor or ExisTiNG SPENDING AUTHORITY AND PERMANENT
ArrrorriaTioNs.—The Committees on Appropriations of the House of
Representatives and the Senate shall study on & continuing basis those
provisions of law, in effect on the effective date of this section, which
provide spending authority or permanent bu suthority. Each Report to
committee shall, from time to time, report to its House its recommen- Congress,
dations for terminating or modifying such provisions.
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31 USC 1353,

Sutmi ttal to
oongressional
oomxdttees,

Po p. 322,

H

ANALYSIS BY CONGRESSIONAL BUDGET OFFICE

Sxc. 403. The Director of the Congressional Budget Office shall, to
the extent practicable, prepare for each bill or resolution of a public
character reported by any committee of the House of Representatives
or the Senate (except the Committee on Appropriations of each
House), and submit to such committee—

1) an estimate of the costs which would be incurred in carry-
ing out such bill or resolution in the fiscal year in which it is to
become effective and in each of the 4 fiscal lfeu'a following
sm(:lh fiscal year, togethef with the basis for each such estimata;
an:

'(QL a comparison of the estimate of costs described in para-
graph (1) with any available estimaje of costs made by such
committes or by any Federal ngm&d

The estimate and comparison so submitted shall be included in the
report woompun&ing such bill or reeolution if timely submitted to
such committee before such report is filed.

JURISDICTION OF APPROPRIATIONS COMMITTEES

Sec, 404, (s) AxenoueNT or House Rures.—Clause 2 of rule XIof

the Rules of the House of Repreeentatives is amended by redesignatin
p'n: ?;ph.(b) as paragraph ;\:) and by inserting after paragraph (J
the following new paragraphs:

“ ‘(b) Rucgaion o upfrogriutiom contained in appropriation Acts
(referred to in section 108 of title 1, United States Code).

“?c‘ The amount of new s&snding authority deecribed in section
4% % (2)t (&) &mi(B} of ﬁ:“ (liongmiona Budget Act of 1974
which is to be effective for a ear,

“(d) New spending authority deZcribed in section 401(¢)(2)(C)
of the Congressional Budget Act of 1074 provided in bills and resolu-
tions referred to the committee under section 401(b) 2& of that Act
(but subject to the provisions of section 401(b) (3) of that Act).”

(b) AmenoMenT or SeNaTe Rurzs.—Subparagraph (¢) of para.
&uM of rfull? XXV of the Standing Rules of the Senate is amended

as follows:

“(6) Committee on Appropriations, to which committee shall be
referred all pro le&lat on, m itions, memorials, and
other matters relating to the fol’lowing subjects:
reveie g the uppor of the Govarnumers, ” P P iston of the

“2. Rescission of ap{:roprittiona contained in appropristion Acts
(referred to in section 105 of title 1, United States &l:de}‘.

( “I%Q ')I‘h(eA amoué\t(cg)ne;v tipet(lging aughorilt dgo;&ibzdt n foolcst'ian 401
o an of the Congressional Bu ot o ro-
vixzed in bi?ls and resolutions referred to the committee under aecgion
wlgb) (2) of thit“ A)ct (but subject to the provisions of section 401

(b) (8) of that .
‘24. %Xew advance spondinq suthority deecribed in section 4018))
(2)(C) of the Congressional Budget Act of 1974 provided in bills
and resolutions referred to the committee under section 401(b) ?) of
X\:tt) %ct (but subject to the provisions of section 401(b) (8) of that

L {]

&
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EXE¥RCISE OP BU%}L\K!NO POWERS

Src. 904. (a) The provisions of this title (except section 905) and of 31 usc 1301
titles I, ITI, and IV and the provisions of sections 606, 701, 703, and note,
1017 are enacted by the Congms—

(1) as an exercise of the rulemaking power of the House of
Representatives and the Senate, respectively, and as such they
shall be considered as part of the rules of each f{ouse, respectively,
or of that House to which they specifically apply, and such rules
shall supersede other rules only to the extent that they are incon-
sistent therewith; and

(2) with full recognition of the constitutional right of either
House to change such rules (so far as relating to such House) at
any time, in the same manner, and to the same extent as in the
case of any other rule of such House.

(b) Any provision of title ITI or IV m)lrv be waived or suspended Watver,
in the Senate by a majority vote of the Members voting, a quorum Ante, pp, 306,
being present, or by the unanimous consent of the Senate. .

(c) Appenis in the Senate from the decisions of the Chair relating Appeals,
to any provision of title ITI or IV or section 1017 shall, except as other-
wise provided therein, be limited to 1 hour, to be equally divided
between, and controlled by, the mover and the manager of the resolu-
tion, concurrent resolution, reconcilintion bill, or resoission bill, as the
case may be.

L L] L] L L L] L4



APPENDIX C

Tax Expenditures by Function
(Excerpt From the Special Analyses of the Budget of the
United States, pages 207-211)
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SPECIAL ANALYSIS G - 207
Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION
(in millons of dollars)
Fical Yoy
Descrphon Corperstions ndvidais
1) 1) 190 wmn un 190
National defenss:
Exclusion of benefils and

sowances to Armed Forces

personnel 1,260 1370 1470
Exclusion of miitary disability

pensions 115 120 130

Intornational affairs:
Exchssion  of income  eamed

sroed by United States cith

208 565 530 555
Oeferral of income of domestic

international sales corporations

(11, ) 1,000 1,170 1,260
Deforral of incoms of controlied

foreign corporations................. 585 530 5
Special rate for Western Hemi-

sphere trade corporations ........ i 15 5

Goneral science, space, and foch-
ology.
Expensing of research and devel-
opment ependitwres............... 1,360 1,5% 1,45 % 0 kL]
Energy:
Expensing of exploration and de-

VOIODMONt COSLS......vcrvcnrn 1010 1060 1,160 30 0 505
Excess of percentage over cost

GODIOUON..........coocvnrnrnnssnsns 1115 1,19 1,265 385 435 i85
Capital gains treatment of royal-

X1 [— 10 10 10 55 6 ]
Residential energy credits Y 435
Alternative, conservation and new

tachnology credits. 20 390 . . .

Matural resources and  enviren

mont
Exclusion of interest on state and

local government poliution con-

1100 DOBKS.....c.vvccmenrsenrssnnsenes 170 200 20 175 5 0

10 10 60
-40 -2 -10
o 5 5 . 5 §

5 s 355 5 9 100
5 10 10 § 10 10

f] 15 5 M5 us 0
10 10 10 3% 365 35
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208 THE BUDGET FOR FISCAL YEAR 1980

Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

(I mibons of doltars)

Fiscal Years

Corporatwons

Inderxbeals

1 1979

19%0

1918

1979

840

-175

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

Deductibiiity of mongagt interest
on owner-occupied homes.........

5 U0

155 180

280
100

855

Deductibility of property tax on
owner-occupied homes,
Deductibikity of interest on con.

sumer credi.......
Expensing of construction period
interest and taxss................
Excess first-yaar depreciation........
Degreciation on rental housing in
excess of straightiine..............
Depreciation on buldings (other
than rental housing) in excess
of mgm m .........................

Oeferral of capital gains on home
Sales

500 74

15 0

145 135
10 2460

52§ 95§

555

65

135
2,880

625

Capital gains at death
Surtax j

Reduced rates on the first
$100,000 of corporate income.
investment crodit, other than
£SOP's and rehabikitation of
structures ...
mmmt«m
tion of structures.

5 3010
............... 3210

10870 13405

135
6,940

15,370
r.

~40
10

W

-1

-115

450

305

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

130
110
1,125

955
8,120

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

120
130
1,520

1,126
9,015

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

6,615
2,945

145
135

285
120
150

10,150

1,010
10,005

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

2,665
10

---------------
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

(W millons o Golors)
Fa 2 Y
be ‘
19 L)) 1390 9 R 14] 1900
Community and regional develop-
Five-year amortization for housing
HALION....eccrrrnvnssensosens 10 5 § 10 10 10
Education, training, employment,
and social services:
Exclusion of scholarship and (el
lowship income 255 355 35
Parontal personal exemption for
ts age 19 or over 1%0 93§ 1,020
Excusion of employes meals and
lodging (other than military) ... 300 325 %0
Employer educationdl BSSISIN0B .. e s s e 20 ¥
Exclusion of contributions to pre-
paid legal services plans. 10 15 b}
Investment credit for ESOP's........ k1] 385 0 s s
Deductibikity of charitable contrl-
butions (education) ........c..uerr 25 0 355 655 1o 19§
ity of charitable contrl-
butions, other than education
300 Deaith........coonrmrcserssrne s 395 0 4,905 5320 5,965
Maximum tax on personal service
1,090 1,338 1,628
Credit for child and dependent
Care expenses 550 610 105
Credit for of AFDC
fecipients public  assist
ance recipients under work in.
0ntive PIOGTams........ervunnse 15 55 120 d § ("]
General jobs cred................cune 1475 1,035 215 985 860 ...
Targelod jobs credit 125 k" T I 15 135
Health:
Exclusion of employer contribu-
tions for medical insurance ‘
premiums and medical care...... 7005 | 825§ 9,595
Deductibiiity of medical expenses.. 2,785 2,89 3,120
Expensing of removal of architec-
twal and transportation bar-
riers to the handicapped........... 10 10 ¢
ity of charitable contr-
butions (heaith)........c.ceeervie 170 195 1) 980 1,065 1,195
Income security:
Exdmm of social security bene-
Disabliity insurance benefits..... . 515 615 13§
0AS! benefits for retired work-

o 4,635 5,455 6,40
Benefits for dependents and
Survivors

130 825 0
Exclusion of rallroad retirement
systom benefits 25 A5 20§
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

(W milins of dollars)
Fiscal Yoars
Desorgtion Corporations Individusls
197¢ 1979 199 1978 1979 1580

9950 10935 1245

685 685 130

bonds... 620 615 625

Coptal gas .. 85 %0 100 16795 18490 22200
e 3500 415 4695 2315 2680 3045
Ronbusiness taxes. _ 15065 15915 17,655
OBORS ... % 910 1015 650 7085 795

© Astersh denoked dems mdicale 121 apencibures below $2.5 million. ARl tax expenditure estimates have been rounded off 10 tie nerest $5 milion.

O



