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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET
PROCESS ON FINANCE COMMITTEE

The Congressional Budget Act of 1974 (titles I-IX of Public Law
93-344) established the mechanisms and procedures for Congress to
develop its own annual Federal budget and to consider spending,
revenue, and debt limit legislation in the context of that budget.
The original budget act was substantially amended by Public Law
99-177, the Balanced Budget and Emergency Deficit Control Act of
1985 (also known as the Gramm-Rudman-Hollings Act), by Public
Law 100-119, the Balanced Budget and Emergency Deficit Control
Reaffirmation Act of 1987, and by Public Law 101-508, the Budget
Enforcement Act of 1990.

In addition to revising the budget act, the 1985, 1987, and 1990
amendments set up temporary procedures designed to constrain
the deficit by providing an automatic spending reduction mecha-
nism called sequestration if the Congress fails to meet the overall
targets established through fiscal year 1995. For each of these
years, targets are established for discretionary appropriations, for
entitlement and revenue legislation, and for the overall deficit.

For discretionary appropriations, the legislation establishes over-
all caps. If amounts are appropriated in excess of the caps, a se-
questration is triggered which reduces all discretionary accounts by
a uniform percentage to the extent necessary to eliminate the
excess. For fiscal years 1991-1993, the rules are applied separately
in the categories of domestic, military, and international appropria-
tions. For fiscal years 1994 and 1995, all discretionary appropria-
tions are lumped together in a single category.

For revenue and entitlement legislation, there is a pay-as-you-go
rule. If any such legislation is not paid for by offsetting revenue or
entitlement savings, spending under non-exempt entitlement pro-
grams is automatically reduced by a uniform percentage necessary
to achieve a status where the net impact of all such legislation does
not increase the deficit. (Certain programs are reduced under spe-
cial rules rather than by the uniform percentage. In particular,
Medicare reductions cannot exceed 4 percent.)

With respect to the overall deficit, the legislation establishes
target maximum deficit amounts. Initially, the legislation requires
that deficits not exceed $317 billion in fiscal 1992, $236 billion in
1993, $102 billion in fiscal 1994, and $83 billion in fiscal 1995. How-
ever, these targets are to be adjusted for economic and technical
changes at the start of calendar year 1991 and 1992 (and may, at
the President’s option, be further adjusted in 1993 and 1994).
Under the 1991 and 1992 adjustments, the targets have been re-
vised to $371 billion for 1992, $419 billion for 1993, $305. billion for
1994, and $301 billion for 1995. If these deficit targets are not met,
both discretionary and non-exempt entitlement accounts are sub-
ject to a sequester sufficient to achieve the targets. Half of any re-
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quired reduction comes from defense and half from non-defense
programs. Within these two categories, each program is reduced by
a uniform percentage except for a few special rule programs. Medi-
care is limited to a maximum reduction of 2 percent (including any
reduction previously made under a pay-as-you-go sequester). Be-
cause of the economic and technical adjustments to the targets, no
deficit sequester will be needed for fiscal years 1991-1993.

The Congressional Budget Act, as amended; has a number of ef-
fects on the consideration of legislation handled by the Committee
on Finance. Major provisions affecting the Committee include:

1. “Views and Estimates’ Letter to Budget Committee.—After the
President’s budget submission for the upcoming fiscal year, the Fi-
nance Committee submits a report to the Budget Committee esti-
mating the effect that Finance-Committee legislation will have on
expenditures, revenues, the debt limit, and Social Security outlays
and revenues and presenting the Committee’s views and estimates
with respect to such matters. (The report for fiscal year 1993 ap-
pears as Appendix A of this document.)

2. Timing restrictions on tax and spending bills.—Certain kinds
of legislation becoming effective in a gscal ear may not be consid-
ered prior to the adoption by Congress of a gudget resolution cover-
ing that fiscal year. This restriction applies to most of the legisla-
tion considered by the Finance Committee: revenue and debt limit
changes and legislation increasing expenditures in such areas as
Social Security and welfare. For the next several years (through
fiscal 1995), budget resolutions will cover a period of five fiscal

ears. Consequently this timing restriction will apply only to legis-
ation which would first take effect beyond the five year window of
the most recent budget resolution.

3. Budget allocation reports.—Spending totals in each budget res-
olution are allocated among Committees having jurisdiction over
spending authority (i.e., generally appropriations or entitlements).
The Appropriations Committee is required, and other spending
Committees are authorized, to file an allocation report. Such a
report for the Finance Committee shows how the aggregate spend-
ing authority assumed in the budget resoiution for all Finance
Committee programs will be subdivided. This subdivision can be by
program or by subcommittee. A point of order will lie against any
bill or amendment affecting Finance Committee spending program
jurisdiction if the allocation report is inconsistent with the pro-

osed legislation. Also, for non-trust fund entitlement programs,
gills reported from the Finance Committee could be subject to 15-
day referrals to the Appropriations Committee if they have not
been provided for in an allocation report. As it acts on legislation
throughout the year, the Committee can file revised allocation re-
ports.

4. Resolution totals binding.—By April 15, Congress is required
to complete action on the concurrent budget resolution setting ap-
propriate revenue, spending, and deficit levels for the upcoming
fiscal year and each of the next 4 years. For the duration of the
Budget Enforcement Act, the budget resolution must set a deficit
which is no greater (but can be smaller) than the Budget Enforce-
ment Act maximum deficit amounts described above. After the res-
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olution is adopted, points of order can be raised against bills or
amendments which would cause its overall spending ceiling to be
exceeded, or would cause revenues to fall below its revenue floor,
or would cause the Budget Enforcement Act maximum deficit
amount to be breached. In the case of revenue and spending totals,
the point of order applies to the total for the first year covered by
the resolution and to the aggregate 5-year total. In the case of the
maximum deficit amount, the point of order applies solely with re-
spect to the maximum deficit amount for the first fiscal year cov-
ered by the resolution.

3. Ig:aconciliation.—-—The budget resolution can require the Fi-
nance Committee to report “reconciliation” legislation within the
committee’s jurisdiction by a specified date to achieve the budget-
ary goals of the resolution. The reconciliation instructions can spe-
cifically direct the Committee to change spending or revenue levels
or both or it can simply direct the Committee to achieve a specified
total of deficit reduction. Reconciliation instructions can also be
given to report legislation modifying the statutory debt limit. Rec-
onciliation legislation is considered under special procedures which
establish automatic time limits for consideration and prohibit non-
germane amendments. The Budget Act schedule calls for Congress
to complete action on reconciliation legislation by June 15.

6. Sequestration.—Fifteen days after the end of each session, the
Office of Management and Budget (OMB) makes a determination
as to whether there has been a violation of the appropriations caps,
the pay-as-you go principle for revenue and entitlement legislation,
or the maximum deficit amount. To the extent necessary to remedy
any such violation, the President issues a ‘‘sequestration’ order re-
ducing spending under non-exempt programs in the appropriate

categories.
THE BUDGET PROCESS

1. Key Concepts

Federal Budget.—There are two separate and distinct Federal
budgets: the President’s budget and the congressional budget.

By the first Monday in February of each year, the President sub-
mits to the Congress his budget plan for the fiscal year which will
start on the following October 1. The President’s budget not only
sets forth the overall levels of spending and revenues that he rec-
ommends but also contains a detailed listing of the dollar amounts
he estimates and proposes for each individual program of govern-
ment.

The congressional budget is a concurrent resolution reported
from the House and Senate Budget Committees and adopted by the
Congress. Unlike the President’s budget, it does not include de-
tailed programmatic budget levels. Instead it establishes overall
budget aggregates: total revenues, total outlays, total budget au-
thority. The budget resolution does include a breakdown of the
spending totals by broad functional categories such as “Energy,”
“Agriculture,” and “Health,” but this breakdown is not binding.

Both the Presiden.’s budget and the congressional budget are es-
sentially planning documents designed to guide the Congress as it
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works on the separate pieces of legislation (tax, entitlement, and
appropriations bills) which actually determine the amount of Fed-
eral lspending and revenues and the extent of budgetary deficit or
surplus.

Baseline.—Both the President’s budget and the congressional
budget set forth plans as to what the ultimate levels of taxes,
spending, and deficit or surplus should be for the next several
years, taking into account any legislative changes which are pro-
posed or assumed to be enacted. In order to determine how much of
a change in law or policy is required to reach the budgetary goals,
it is necessary to compare the budget plan with a “baseline”
budget which represents the continuation of current law and
policy. A baseline would generally assume continuation of entitle-
ment programs and revenue laws without substantive change and
the enactment of discretionary appropriations at a level which per-
mits the continuation of existing policies. Ordinarily, in order to
construct a baseline that represents a continuation of existing
policy, an inflation factor would be applied to discretionary appro-
priations. However, the 1990 budget legislation established specific
“caps” for discretionary programs which are adjusted according to
a number of statutory factors which do not, in the aggregate, corre-
%%)gd with the traditional baseline inflation adjustments used by
Spending Authority.—Federal laws which control the expendi-
ture of Federal funds can be generically referred to as ‘spending
authority.” Some of the more significant types of spending author-

ity are:
DISCRETIONARY APPROPRIATIONS

For many programs, the amount of spending is controlled by
the annual appropriations process. This is the case with re-
spect to the administrative costs of Federal agencies such as
IRS, the Social Security Administration, and “che Customs
Bureau. For most Finance Committee programs, however,
actual programmatic costs are not controlled by annual appro-
priations acts. (Exceptions to this rulc are the Child Welfare
Services program and the Maternal and Child Health pro-

gram.)
ENTITLEMENTS

In general, most Finance Committee spending programs are
entitlements. From a budgetary perspective, this means that
the actual control of spending levels is exercised by the sub-
stantive legislation under the jurisdiction of this Committee
rather than by annual appropriations acts. There are two types
of entitlements: entitlements such as Social Security which do
not require annual appropriations because their funding is
based on a permanent appropriation and “appropriated entitle-
ments’’ such as Medicaid and the program of aid to families
with dependent children. The costs of these appropriated enti-
tlement programs are controlled by the substantive legislation,
but their funding is nevertheless included, as a mandatory or
non-discretionary item, in annual appropriations bills.
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Outlays.—Although Congress exercises control over spending by
enacting, modifying, or repealing various forms of spending author-
ity, the annual deficit or surplus is determined by comparing reve-
nues and outlays. Outlays take place when the spending authority
actually results in the expenditure of funds. In some programs (for
example, defense procurement activities), there can be major differ-
ences between spending authority and outlays. For prr.ctical pur-
poses, however, Finance Committee programs are assumed to have
annual outlays approximately equal to annual spending authority
(which is generally the same as “budget authority”).

Treatment of Social Security and Medicare.—Public Laws 98-21
and 99-177 established special rules for the budgetary treatment of
the Old-Age, Survivors, and Disability Insurance (OASDI) and the
Hospital Insurance (HI) programs. Eftective starting in FY 1993 for
HI and effective starting with FY 1986 for the OASDI program,
these laws required that the expenditures and revenues of these
programs be excluded in computing budgetary totals for purposes
of both the President’s budget and the Congressional budget. Prior
to the 1990 Budget Enforcement Act, however, the Balanced
Budget and Emergency Deficit Control Act of 1985 (Public Law 99-
177) statute specified that the income and outgo of the OASDI pro-
gram were to be included in determining whether or not the deficit
targets were met. The 1990 legislation removed Social Security
(OASDD from all budgetary calculations but provided that “the re-
ceipts and disbursements of the Hospital Insurarice Trust Fund
shall be included in all calculations required by this Act (the Con-
gressional Budget Act).”

Although the 1990 Budget Enforcement Act requires that the
income and outgo of the OASDI trust funds “not be counted” for
purposes of the budget ‘“as submitted by the President” or the
“congressional budget”’, both the OMB and CBO budget documents
for fiscal 1993 display the budget and the deficit primarily in terms
of a “‘consolidated” budget which includes the impact of Social Se-
curity income and outgo. In addition the OMB budget continues to
include the administrative expenditures from the OASDI trust
funds as a part of (and subject to) the discretionary spending caps
under the Budget Enforcement Act of 1990.

In additio ,, the Budget Act provides that reconciliation legisla-
tion will be subject to a point of order if it includes any provisions

affecting the OASDI program.
2. Outline of Congressional Budget Process

By April 1 of each year, the Senate Budget Committee is re-
quired to report to the Senate a concurrent resolution which is, in
effect, a congressional budget document setting forth recommended
levels of spending, revenues, and public debt for the coming fiscal
year and each of the four following years. The spending levels are,
for informational purposes, broken down into broad functional cat-
egories (such as “health,” ‘“income security,” ‘“national defense”).
The recommendations in the resolution reported by the Budget
Committee are subject to debate and amendment.

When agreed to by the House and the Senate (which is required
to happen by April 15), the budget resolution represents congres-
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sional judgment of the appropriate fiscal situation for the 5 years
covered by the resolution. The resolution is intznded to guide the
development of legislation providing for taxes and spending, and
such legislation can be subject to points of order if it is inconsistent
with meeting the overall revenue and spending totals in the resolu-
tion.

The budget resolution also may include “reconciliation” instruc-
tions to the appropriate committees to report legislation changing
spending, revenue, or debt limit levels. Upon adoption by Congress
of the resolution, committees affected by such instructions report
legislation meeting the spending or revenue totals in the instruc-
tions. This legislation is then debated by Congress as part of a rec-
onciliation bill under special expedited procedures. Action on this
reconciliation bill is to be completed by June 15.

3. Waiver of Rules Regarding Budget Procedure

Some of the rules applicable to Senate procedures under the Con-
gressional Budget Act can be waived by a majority vote of the

enate. Others require a vote of three-fifths of the full Senate
membership (60 votes). In addition, the act includes a special
waiver procedure in connection with the provisions relating to
action on revenue, debt limit, and spending bills before the adop-
tion of the budget resolution. If a committee wished to have such
legislation considered outside of the prescribed time, it would
report out a resolution providing for waiver of the rule. This reso-
lution would be referred to the Budget Committee, which would
have 10 days in which to consider and make its recommendations
with respect to the waiver. Once the resolution is reported by the
Budget Committee (or after 10 days in any case), the resolution of
waiver would be voted on by the Senate. If it were approved, the
Senate could then proceed to consider the legislation.

4. Impact of the Budget Act on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDERAL SPENDING

Annual report to Budget Committee.—Each year, prior to the con-
sideration of the concurrent resolution on the budget, each commit-
tee makes a report to the Budget Committee presenting its views
and estimates concerning spending under its jurisdiction. By stat-
ute this report is due no later than six weeks after the submission
of the President’s budget. This year the reporting date was Febru-
ary 28.

Allocation report after-adoption of budget resolution.—The con-
ference report on each budget resolution allocates to the Finance
Committee an amount of new budget authority, outlays, and Social
Security outlays which represents the Finance Committee’s share
of the total of these items in the budget resolution. The Committee
is authorized to file a report which subdivides its allocation of new
budget authority and outlays among the programs under its juris-
diction or among its subcommittees. These allocations subsequently
serve as the basis for scorekeeping reports and for judging whether
particular legislative proposals are consistent with the budget reso-
lution. Failure to adhere to the allocations can trigger points of
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order. These points of order apply to the first fiscal year covered by
the resolution and to the aggregate 5-year total.

Limitation on consideration of spending bills.—The Congression-
al Budget Act provides that bills involving appropriated entitle-
ment programs (such as AFDC or Medicaid) and bills directly in-
creasing spending authority (such as Medicare) may be considered
only after adoption of a concurrent budget resolution which ad-
dresses the fiscal year in which the legislation first becomes effec-
tive. This requirement may be waived under the special waiver

rocedure or by a majority vote of the Senate to suspend this rule.

n addition, unless the Senate waives this requirement, entitlement

legislation (other than trust fund legislation) reported after Janu-
ary 1 of any year must have an effective date of October 1st or
thereafter.

Impact of concurrent budget resolutions on legislation.—The con-
current resolution, which is to be passed bi' April 15, not only sets
anticipated spending levels but may call upon the committees
having jurisdiction over spending legislation to report reconcilia-
tion legislation to rescind previously enacted spending authority so
as to bring spending within these levels. In the case of the Commit-
tee on Finance, in order to meet such a requirement the committee
could report legislation to defer or reduce benefits under entitle-
ment programs, including both trust fund programs (such as unem-
ployment insurance or Medicare) and non-trust-fund programs
(such as welfare, social services or Medicaid). Reconciliation legisla-
tion may not include changes in the Social Security programs of
Old-Age, Survivors and Disability Insurance (OASDI).

After the adoption of the budget resolution, new spending meas-
ures would be subject to a point of order if they cause the spending
levels anticipated in the concurrent resolution to be exceeded in
the first fiscal year covered by the resolution or, in the aggregate,
over the 5-year period covered by the resolution. A point of order
also lies against legislation which would cause the deficit for the
first fiscal year to exceed the maximum deficit amount agreed
upon by the Congress in the Budget Enforcement Act. In the case
of the Committee on Finance, these limitations apply to entitle-
ment legislation dealing with both trust fund and non-trust-fund
programs.

Appropriations Committee review of certain entitlement bills.—
Legislation 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 programs are funded through appropriations acts. The Con-
gressional Budget Act requires that any future legislation to create
new entitlement programs or increase existing ones must be re-
ferred to the Appropriations Committee for a period of 15 days
after it is reported by the substantive committee, if the spending
which would result from its enactment exceeds the amount provid-
ed for in the committee’s allocation of its spending authority under
the most recent budget resolution. The requirement of referral to
the Appropriations Committee would not apply to legislation affect-
ing 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 or extending the
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general revenue sharing program to the extent that such legisla-
tion included an exemption from that requirement.

Once the Appropriations Committee receives the legislation, it
could not recommend any substantive changes in the legislation
(e.g., lower individual benefit amounts), but it could recommend an
amendment to limit the total amount of funding available for the
legislation. If such an amendment is approved by the Senate, the
substantive committee might have to (fropose a further amendment
to conform the legislation to that funding limit. -

At one time, refundable tax credits were treated for purposes of
the congressional budget process as revenue reductions. Under re-
vised procedures adopted in 1978, the budget process now treats the
refundable aspects of such credits as “outlays” thus bringing them
within the scope of the above described provisions related to Appro-
priations Committee review of entitlement bills. In addition, the
authority previously used for disbursing the refundable part of tax
credits has been the permanent appropriation for tax refunds. This
permanent appropriation was amended in 1978 so as to require
annual appropriations for this purpose in the case of any new pro-
grams of this type which may be enacted.

Report on spending legislation.—Under the Budget Act, the com-
mittee, in reporting legislation involving increased spending, must
include in the report information showing how that spending com-
pares with the amount of spending provided for in the most recent
budget resolution. In addition, if this information is provided by
the Congressional Budget Office (CBO) on a timely basis, the report
must also include CBO projections showing the extent to which the
legislation provides financial aid to States and localities and a pro-
jection for five fiscal years of the spending which will result from
the legislation. This requirement also applies to conference reports,
if the information is provided by CBO on a timely basis.

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee.—The annual report to
the Budget Committee, which is described above, is also the vehicle
through which the Finance Committee presents its views and esti-
mates with regard to revenues and the debt limit.

No revenue legislation prior to adoption of the budget resolu-
tion.—Normally, under the Budget Act, debt limit or revenue legis- -
lation which becomes effective in a fiscal year is not in order for
consideration by the Senate (or House) prior to the adoption of a
resolution on the budget which covers that fiscal year. Since budget
resolutions will cover 5 fiscal years, this rule does not prevent
action on revenue changes unless they are first effective in years
after the five year period covered by the most recent budget resolu-
tion. (A procedure for waiving this limitation is provided for; the
rule could also be suspended by a majority vote of the Senate.)

Impact of a budget resolution.—As with spending measures, the
concurrent resolution adopted in mid-April sets levels for revenue
and debt limit legislation, and may ‘“‘instruct” the Committee on
Finance to report reconciliation legislation to achieve the changes
in aggregate revenues or in the debt limit which the Congress de-
termined to be appropriate. Ordinarily, such legislation would be

-
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reported in time to be included in the reconciliation bill which,
under the Budget Act, is to be acted upon by June 15.

Once a budget resolution is adopted by the Congress, legislation
which would cause the total revenues to be reduced below the
levels specified in the budget resolution is subject to a point of
order. The point of order applies to the first fiscal year covered by
the budget resolution and to the aggregate revenue totals for the
five-year period covered by the resolution.

Required report on tax expenditures.—The Budget Act defines the
term ‘“tax expenditures’ to include any revenue losses attributable
to tax provisions such as income exclusions, tax credits or defer-
rals, or preferential tax rates. Under the Budget Act, the commit-
tee report accompanying legislation to provide new or increased
tax expenditures is to include a projection by CBO (if timely re-
ceived) as to how such legislation will affect the level of tax ex-
penditures under existing law. The report should also include (to
the extent practicable) a projection of the tax expenditures result-
ing from the legislation over a period of 5 years. This requirement

also applies to conference reports.
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Chart 1

Report to Budget Committee

Views and estimates of Finance Committee on:

1. Expenditures

2. Revenues

3. Tax expenditures
4. Public Debt

Relating both to existing law and proposals to
change existing law



Chart 1

Report to Budget Committee

Under the Congressional Budget Act of 1974, as amended, the
Committee on the Budget is required by April 1 of each year to
report to the Senate a concurrent resolution on the budget which
is, in effect, a proposed congressional budget document setting
forth appropriate levels of Federal expenditure and revenue, sur-
plus or deficit, and related matters. To assist the Budget Commit-
tee in making the judgments necessary to develop such a budget,
the Act also mandates that each committee send to the Budget
Committee its views and estimates on those aspects of the budget
which fall within its jurisdiction. This report is due by 6 weeks
after the submission of the President’s budget. For 1992, this dead-
line is February 28.

In the case of the Committee on Finance, the report to the
Budget Committee must cover the expenditure programs under Fi-
nance Committee jurisdiction which are listed on chart 5, 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 years 1993 through 1997. The report sent to the Budget Com-
mittee this year is reprinted in Appendix A.

Section 301(d) of the Budget Act, which deals with the views and
estimates report to the Budget Committee, is included in the ex-
cerpts from that Act which appear in Appendix B.

13
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Chart 2

Economic Assumptions

Both the overall budget totals and the budgetary impact of legis-
lative proposals can be significantly affected by various economic
factors concerning which there reasonably may be differences of
opinion. These differences can reflect divergent viewpoints as to
how the economy will operate and as to the type of legislation that
may be enacted and its effect on the operations of the economy.

Different programs are particularly sensitive to different aspects
of the economy. For example, expenditures under Social Security
are sensitive to the Consumer Price Index (CPI) since that program
includes an automatic cost-of-living increase provision. The unem-
ployment insurance program does not incorporate such a provision
but is, of course, particularly sensitive to the amount of unemploy-
ment.

Revenues, similarly, are strongly affected by the level of personal
income and of corporate profits, and, in the case of payroll tax rev-
enues, by wages and salaries. In addition, trends in interest rates,
the rate of inflation, and the size of the budget deficit affect the
cost of interest on the public debt.

In developing the congressional budget, the Congress has most
frequently used the economic assumptions of the Congressional
Budget Office. This chart shows the major economic assumptions
underlying the budget as submitted by President Bush in January
and also those which have been adopted by CBO.

(15
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Chart 3—THE OVERALL BUDGET

[In billions of dollars)

FY92  FY93  FY94  FY95  FY96  FY97
On-Budget Totals:
CBO Baseline (with
caps):
Outlays .........evvvvneenns 1,203 1,246 1,255 1,258 1,305 1,416
Revenues.................. 783 845 911 968 1,018 1,070
Deficit.......coevuvnens 420 401 344 290 287 346
President’s Budget:
BN 1117 - S 1,224 1,251 1,201 1,252 1,316 1,382
Revenues................... 775 840 914 973 1033 1,078
Deficit............... 449 412 287 279 283 304
GRH Target (adjusted) ....... 371 419 305 301 NA NA
Off-Budget Totals:
(President’s Budget):
Outlays.........coevvrvnnrnnnee, 262 264 274 284 292 302
ReVenues............ccoevevenne. 301 326 349 370 394 418
SUrplUS ..., (49) (62) (75) (86) (102) (116)




Chart 3

The Overall Budget

In considering its legislative plans for the upcoming year, the
Committee may find it useful to look at the overall budget totals
under a continuation of current tax and spending policies and also
under the budget proposed by the President.

The CBO baseline represents a projection, under CBO’s economic
and technical assumptions, of the income and outgo of the budget
over the coming five fiscal years (FY93-F Y97). The baseline shown
in this table does not reflect CBO’s traditional approach to estimat-
ing discretionary spending levels which is to increase the prior
year levels by the assumed rate of inflation. Instead, the baseline
projection has been constrained by an assumption that the appro-
priations caps in the new Budget Enforcement Act will be ob-
served.

The President’s budget totals shown in the table represent the
projected levels under the OMB economic assumptions and assum-
ing the enactment of the policy proposals included in the Presi-
dent’s budget plan.

The Gramm-Rudman-Hollings deficit targets under the new
Budget Enforcement Act are required to be adjusted with the
President’s budget submissions at the start of calendar years 1991
and 1992 to compensate for any economic or technical changes
since the targets were statutorily adjusted in the 1990 reconcilia-
tion act. The chart shows the targets as they have been adjusted in
this year’s budget. The President’s budget totals for fiscal year
1993 would produce a deficit about $7 billion below the adjusted
GRH target.

The Budget Enforcement Act redefined the official budget so as
to eliminate the use of Social Security outlays and revenues (Old-
Age, Survivors, and Disability Insurance) in any budgetary calcula-
tions, including the Gramm-Rudman-Hollings process. The postal
service income and outgo is also in an “off-budget” classification.
The budgetary totals in this chart reflect that change in the budg-
etary treatment of these items. However, the budget documents
submitted by OMB and CBO continue to present the budget pri-
marily in terms of an unofficial “consolidated” budget which in-
cludes both on-budget and off-budget items. The off-budget totals

for the President’s budget are shown as the last item on this chart.
N

(1N
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. Chart 4

Federal Spending: Role of Finance Committee Programs

Chart 4 shows how the budgetary impact of Finance Committee
spending jurisdiction relates to total Federal spending for fiscal
year 1993. Amounts shown reflect the current policy estimates of
the Congressional Budget Office as follows:

[In billions of dollars)

Total Spending:
Finance Committee pro Srams
Social Security (OASDI) 1 .....uvveireerirrrenrsseserisssssssennns 301
Other ACCOUNTS.........cvveeisr s s resees 310
Net interest..........cc.vvvnenee, et ae 214
-Non-Finance Committee programs ........ccceeevveervereereensreresesnsenns 685
TORAl OUEIAYS ...ovvvr st 1,510

1 The amount shown here represents actual programmatic outlays. It differs from the
budgetary presentation in table 3.

19
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Chart §

Major Expenditure Programs Under Finance
Committee Jurisdiction

1. Social security cash benefits (see chart 6):
A. Old-age and survivors insurance (0ASI)

B. Disability insurance (DI)
2. Unemployment compensation (UC) (see chart 7)

3. Welfare programs for families (see chart 8):
A. Aid to families with dependent children (AFDC)
B. Job Opportunities and Basic Skills Training (JOBS) program

C. Child support enforcement (CSE)
D. Child Welfare, Foster Care, and Adoption Assistance
4. Earned income tax credit (EITC) (see chart 9)
5. Social services (see chart 1)
6. Child care (see chart 11)
1. Supplemental security income (SSI) for the aged, blind, and disabled (see
chart 12)
8. Health programs (see charts 13-14):
A. Medicare

B. Medicaid
C. Maternal and child health (MCH)

9. Interest on the public debt (see chart 15)

Note: See Appendix F for a more detailed listing of Finance
Committee expenditure accounts.



Chart 5

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 pr.grams is covered in more
detail in the following charts. Interest on the public debt is includ-
ed as an expenditure program since it constitutes a significant part
of the Federal budget even though the level of expenditure is not
subject to legislative control 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 treated as revenue
items insofar as they serve to reduce tax liability and as “outlay”
items insofar as they exceed tax liability. For this reason, the
earned income tax credit is shown here as an expenditure program.

2D
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Chart 6

Social Security Cash Benefit (OASDI) Trust Funds: Financial
Status and Relationship to the Budget

The Social Security cash benefit programs, Old-Age and Survi-
vors Insurance (OASI) and Disability Insurance (DI), provide
income protection to people who work in employment covered by
Social Security and earn a certain minimum number of “quarters
of coverage”. The OASI program pays benefits to eligible workers
age 62 or older and their spouses and children, and to surviving
spouses and children of deceased workers. The DI program pays
benefits to disabled workers and to their spouses and children.

The Administration estimates that on average in fiscal year 1993
a total of 36.6 million individuals will receive benefits from the
OASI Trust Funds as retired workers or their dependents, or as
survivors of deceased workers. In addition, some 4.7 million individ-
uals will receive benefits from the DI Trust Fund as disabled work-
ers or as dependents of disabled workers. In total, 41.3 million
geop}g will be receiving some type of monthly Social Security cash

enefit.

The income and outgo of the Social Security OASI and DI trust
funds are, by law, removed from all calculations of the Federal
budget, including the budget deficit or surplus. This exclusion ap-
plies to the budgets ﬁrepared by the President, to the Federal budg-
ets formulated by the Congress, and to budget process provisions
designed to reduce and control the budget deficits. Social Security
benefits are not subject to sequestration, and the amounts of Social
Security trust fund income and outgo cannot cause sequestration in
other programs. However, OMB has interpreted the Budget En-
forcement Act to include the administrative expenses of the Social
Security Administration as a program subject to domestic discre-
tionary spending limits and sequestration.

ADMINISTRATION'S ECONOMIC ASSUMPTIONS RELATED TO SOCIAL SECURITY
[In percent]

Calendar year—
1991 1992 1993 1994 1995 1996 1997

Percent change in CPl..........cc.cconvvrcrnenns 40 29 33 32 32 32 31
Benefit increase ! ...............cooovvveeerrvenne. 37 30 32 32 32 31 32
Real wage differential..............cccooevennns -3 23 24 17 18 14 18
Civilian unemployment rate..................... 67 68 65 61 58 54 53

! Benefit increase payable in January of the following year.
(23)
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PROPOSED LEGISLATION

The budget submitted by President Bush for FY 1993 includes
two legislative proposals that directly affect the Old-Age, Survivors,
and Disability Insurance programs.

Temporarily liberalize the Social Securitw earnings limit. Under
current law, Social Security beneficiaries have their benefits re-
duced if they have earned income above certain limits. For individ-
uals under age 65 in 1992, $§1 in benefits is lost for every $2 of earn-
ings in excess of $7,440 per year. For beneficiaries aged 65-69, $1 in
benefits is lost for every $3 of earnings in excess of $10,200 per
year. (Individuals age 70 and over do not have their benefits re-
duced because of earnings.) This provision would liberalize the
Social Security earnings test by allowing retirees aged 65-69 to
earn more in 1993 and 1994 with no loss in earnings. The sum of
the increase in the two years would be $1,000, but the Administra-
tion has not yet determined how much of that amount would be
used for the 1993 increase, and how much for 1994. In 1995, the
earnings limit would revert to the amount it is projected to be
under current law. The Administration estimates that the cost of
this provision would be $85 million in FY 1993. CBO cannot esti-
mate the cost of the proposal until it is further specified.

Removing the exemption from the Debt Collection Act of 1982.
The President’s Budget indicates that legislation will be submitted
to permit SSA to collect debts owed to the agency by former benefi-
ciaries using collection bureaus and other means authorized in the
Debt Collection Act of 1982. SSA reports that OMB has subsequent-
ly agreed to drop this proposal.

In addition, the President’s Budget states that the government’s
payroll tax deposit system will be simplified and redesigned. The
Administration will propose a single wage reporting system that
would eliminate the multiple filings currently required to comply
with Federal and State tax systems. Such a proposal could affect
the way in which Social Security FICA taxes are collected and

wages reported.
PROPOSED REGULATIONS

The Administration will propose regulations affecting the deter-
mination of disability in both the DI program and the SSI program
described in chart 12. These regulations will establish revised
standards for determining whether individuals are disabled due to
cardiovascular or mental impairments. They will also provide for a
modest increase, probably on the order of $20, in the monetary def-
inition of Substantial Gainful Activity (SGA) that is used in deter-

mining disability.
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SOCIAL SECURITY DISABILITY REGULATIONS—ADMINISTRATION ESTIMATE OF BUDGET
IMPACT

(Outlays in millions of dollars)

Fiscal Year

1992-
1992 1993 1994 1995 1996 1997 l9'7|
ota

DI PrOGIaAM.....oovvverienrirsvcerresrienns —19 —53 —106 —155 —203 —258 —794
SSI program................cveemrrvrrnnnn. S -9 33 -5 —86 —110 —134 —429

LIMITATION ON ADMINISTRATIVE EXPENSES

[Budget authority in millions of dollars)

Fiscal year—
1991 1992 1993

LIMIBAtION .......voovccee st sesssesanens $4,389  $4,550 $4,765
Full-time equivalent Staff (FTE) ........co.oovvvemeevnreiresnrireniereriennns 62,850 63,730 63,730
Zebley supplemental FTES..............cooveveevververvverenereesreeesrenennne 510 1,000 298

TORAL FTES c.ov.oovecrererseressessvee b ivesssessaesssaenens 63,360 64,730 64,028

The limitation on administrative expenses (LAE) provides re-
sources for SSA to administer all of its programs, including the SSI
program and certain health insurance functions. The LAE also pro-
vides funds for annual reporting of earnings, construction of office
space, and operation and improvement of SSA’s automated data
processing systems.

The Administration proposes an increase of 5.6 percent in the
LAE for FY 1993. This level of increase assumes enactment of a re-
quested change in appropriations language authorizing SSA to
assess $60 million from the States as fees for the Federal adminis-
tration of State supplemental payments in the Supplemental Secu-
rity Income (SSI) program. Including the income from this fee pro-
posal, the Administration request would provide an additional $222
million for the Federal administration of Social Security programs,
and an additional $87 million for the State organizations that
make determinations of disability in the Social Security and SSI
programs. More than half of these additional funds will be used to
meet built-in cost increases for ongoing operations and payroll. The
Administration’s LAE request would fund 702 fewer full-time posi-
tions, reflecting a reduction in the staffing required in the third
year of processing childhood disability claims as mandated by the
Supreme Court in the case of Zebley v. Sullivan. It includes a con-
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tingency reserve of $50 million to provide SSA flexibility to deal
with unanticipated workloads.

Notwithstanding these increases, the Administration forecasts a
continued degradation during FY 1993 in the processing of Social
Security and SSI disability applications, and no significant im-
provement in toll-free telephone service.

According to the Administration, disability claims increased dra-
matically in FY 1991 and FY 1992, and will continue to rise,
though at a much lower rate, in FY 1993. SSA projects that the
number of initial disability claims received in the State Disability
Determination Services (DDS) will increase by 33.5 percent from
FY 1990 to FY 1992, then will begin to level out in FY 1993 at
2,371,500, a 2.2 percent increase over FY 1992. Funding available in
prior years has not been sufficient to allow SSA to keep pace with
this growth, nor will funding requested in FY 1993. About 500,000
disability claims were pending in the DDS at the end of FY 1991.
This number is expected to grow to close to 1 million at the end of
FY 1992, and to around 1.4 million at the end of FY 1993. This
growth in claims backlogs translates into a lengthening of the aver-
age time required to process a disability claim. The Administration
forecasts that the average processing time for a disability claim
will be about 5 months in FY 1992, and will reach 7 months in FY
1993. In contrast, processing times averaged 2% to 3 months in FY

1990 and FY 1991.
PROVISIONS IN THE 1990 OBRA

The following OASDI provisions were enacted in the 1990 Omni-
bus Budget Reconciliation Act:

* Makes permanent temporary provisions authorizing payment
of disability benefits through the hearings level of appeal when
benefits are stopped in medical cessation cases.

e The stricter standard-of disability previously required for dis-
abled widows and widowers has been repealed, replacing it with
the same standard used for disabled workers.

* The dependency requirements for children adopted by a work-
er’s surviving spouse have been eased; now the child must either be
living with or receiving one-half support from the worker at the
time of the worker’s death.

* A package of representative payee reforms were enacted, limit-
ing the time a beneficiary can go without payment due to lack of a
representative payee and tightening rules for the selection of a
payee.

e The process required for approving fees for representing a
person in proceedings before SSA has been streamlined.

* If an individual fails to appeal an adverse decision because of
incorrect or inaccurate information from SSA employees concern-
ing the need for appealing an adverse decision, SSA would be pre-
cluded from denying a subsequent application without substantive
review because of the failure to file a timely appeal.

* SSA is required to conduct demonstration projects concerning
the feasibility of issuing confirmatory receipts to certain callers to
SSA'’s toll-free telephone service.
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e Telephone access to certain local Social Security offices must
be reestablished to the same level generally available as of Septem-
ber 30, 1989. Also, telephone companies must be requested to pub-
lish the address and phone number of offices maintaining local
access.

e Starting October 1999, Social Security account statements
must be mailed annually. Prior law required such statements to be
mailed biennially.

¢ Trial work periods are now extended to people who become re-
entitled to disability benefits. Also the TWP expires only if a bene-
ficiary works in 9 months during a rolling 60-month period.

¢ The advance tax transfer of OASDI tax receipts was discontin-
ued, although the provision continues to exist as a contingency to
be used if it is needed in order to pay benefits.

e The provision enabling retired workers and their dependents
to receive retroactive benefits under certain conditions for up to six
months prior to reaching age 65 has been eliminated.

* Benefits to auxiliary beneficiaries are suspended when the dis-
abled worker’s benefits have been suspended because he is working
and is in the 36-month period of extended eligibility.

* Benefits paid to a “‘deemed” spouse (i.e., a spouse who, in good
faith, entered into an invalid marriage) can continue to be paid
even dthough the lawful spouse is receiving benefits on the same
record.

* The Secretary of HHS is required to conduct vocational reha-
bilitation demonstration projects permitting disabled workers to
select either public or private VR providers.

e Under certain conditions, legalized aliens who were granted
amnesty under the Immigration Reform and Control Act of 1986
are exempted from prosecution for fraudulent use of a Social Secu-
rity card.

* The requirements for the special minimum Social Security
benefit have been liberalized so that workers receiving the mini-

mum wage can qualify for the benefit.
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Chart 7.—UNEMPLOYMENT COMPENSATION

(In billions of dollars]

Fiscal year—

Unemployment trust fund

1992 1993
Status of State accounts:
Income:
SEAte tAXES......ceeeveeereeesrereeereeesesnseereene 16.7 19.6
INBEIESE ... eeee e nsnens 2.2 1.7
LOZNS .....oveeeevreeereeererseenseseenesesesenenesnsesens 1.4 2.9
TOAL....eoeeoe e 20.3 24.3
Outgo:
State benefits.........coeeverveeeeeeereesrereens 26.4 24.9
Federal loans repaid...........c.ccceervernivenn. 00- 0.2
TORAl....ooeeeeeeeeee e resseeenees 26.4 25.1
Balance at end of year.............cooeeviveennnnnns 21.5 267
Less outstanding Federal loans ..................... 1.9 4.4
"~ Net DalanCe.......eeeeeeeeeeree e 25.6 22.3
Status of extended benefit account: 1
Income:
Federal taxes/interest...........cocovvverveennns 1.1 0.7
General revenue advances...........coceeene... 0.0 0.4
Transfer from or to (—) other account... 0.0 1.0
TORAl.cooeee e 1.1 2.1
QUERO ..o ass e, 1.5 0.3
Balance at end of year...........ccccovueirrrrnennee 1.1 2.9
Status of administration account:
Income:
Federal taxes and interest ..........ooeeee.e.... 50 5.1

53-888 0 - 92 - 2

i
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Chart 7.—UNEMPLOYMENT COMPENSATION—Continued

[In billions of dollars)

Fiscal year—
1992 1993

Unemployment trust fund

Transfer from or to (—) other account... —14 —1.0

1] P 3.6 4.1
Outgo:
State unemployment insurance service...... 2.6 2.3
State employment Service............coovevne... 1.1 1.1
Federal administration............cccveuerennn. 0.2 0.2
TOtAl..o.eee e, 3.8 3.6
Balance at end of year.........c..cocoveeverivnnee, 2.5 3.0
Status of Federal unemployment (loan) ac-
count:
Income:
Federal taxes and interest ............cooeuuen.e. 0.5 0.5
State loan repayments.......... reernerserseresens 0.2 0.5
Transfer from other account..................... 1.6 0.0
TOtAl...o.eece e 2.3 1.0
Outgo:
L0ans t0 States.......cooveeeveverenevenrennn. 1.4 2.9
Repayments to general fund..................... 0.0 0.0
TOtAl.c.oeee s 1.4 2.9
Balance at end of year............coccovvrurnenee.. 5.1 3.2
Less outstanding loans from general fund..... 0.0 0.0
Net balance.........ocevvveevverenecrenne. 5.1 3.2

12lncludes Administration estimate of effects of P.L. 102-244, enacted February 7,



Chart 7

Unemployment Compensation

The unemployment compensation system was enacted as a part
of the Social Security Act of 1935 to provide partial wage replace-
ment to covered workers during periods of temporary and involun-
tary unemployment. The program is a joint Federal-State system
composed of programs administered by the 50 States, the District of
Columbia, Puerto Rico, and the Virgin Islands.

The major provisions of the unemployment compensation pro-
gram are determined by State laws. In general, State laws estab-
lish eligibility requirements, the number of weeks an individual
may collect unemployment compensation, the amount of the
weekly benefit, the circumstances under which benefits may be
denied, the length of denial, and the State unemployment tax
structure.

The unemployment compensation system is financed by State
and Federal payroll taxes on employers. Under the Federal Unem-
ployment Tax Act (FUTA), a payroll tax of 6.2 percent on the first
$7,000 of wages is levied on employers. If the State’s unemploy-
ment compensation program meets the requirements of Federal
law, employers in that State receive a 5.4 percent credit against
the 6.2 percent Federal unemployment tax. Thus, the effective Fed-
eral tax rate in a State which has an approved program is 0.8 per-
cent. The effective tax rate may be higher in States having out-
standing unemployment insurance loans from the Federal Govern-
ment. The tax rate and the net effective tax rate were scheduled to
drop by 0.2 percentage points (to 6.0 and 0.6) as of January 1, 1991,
but were extended through 1995 by the Budget Reconciliation Act
of 1990, and then through 1996 by the Emergency Unemployment
Compensation Act of 1991 (P.L. 102-164).

The Federal tax is used to pay State and Federal administrative
costs associated with the unemployment compensation and State
employment service programs, to fund 50 percent of the extended
benefits paid to unemployed workers under the Federal-State Ex-
tended Unemployment Compensation Act of 1970, and to maintain
a loan fund from which an individual State may borrow when it
lacks funds to pay State unemployment compensation benefits. In
addition, the Federal tax supports the payment of Federal emer-
gency unemployment compensation benefits.

States also levy unemployment compensation taxes on covered,
private employers in the State. State taxes finance regular State
benefits and one-half the cost of extended benefits. State unemploy-
ment funds are deposited with the Federal Government in the un-
employment trust fund, which is a part of the unified Federal
budget.

(31)
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Most unemployment benefits are paid through the Federal Un-
em(floyment rust Fund, which consists of a number of accounts
and which draws its funding partly through State payroll taxes,
partly through the Federal Unemployment Tax, ang partly from
ﬁeneral revenues. Regular State unemployment benefits are paid

y the States from individual State accounts in the trust fund.
These State accounts are primarily funded by State payroll taxes
on employers. However, if a State account is unable to meet its ob-
ligations, the State account may be supplemented by loans from a
Federal loan account in the trust fund.

In most States, regular State unemployment benefits are payable
for a maximum of 26 weeks. In times of high unemployment, the
Federal-State extended benefit (EB) program is intended to go into
effect, providing up to 13 additional weeks of benefits. The ex-
tended benefits program triggers on in a State when the insured
unemployment rate (IUR) in that State reaches at least 5 percent
and is at least 20 percent higher than the rate prevailing on aver-
age during the comparable period in the previous 2 years. Howev-
er, a State may elect an optional trigger which permits the pay-
ment of extended benefits when the State IUR is at least 6 percent,
even if that rate is not 20 percent higher than the rate prevailir-
in the 2 prior years.

Beginning in November 1991, a temporary program of Federal
emergency unemployment compensation (EUC) benefits for unem-
ployed workers who had exhausted their regular benefits went into
effect. At the time the EUC program became effective, there were
no States that met the criteria for paying EB even though the total
unemployment rate (TUR) nationally and in many States was high.
The emergency benefit program provided an additional 20 weeks of
benefits in States with a TUR of 9 percent or higher or an adjusted
insured unemployment rate (AIUR) of 5 percent or higher, and an
additional 13 weeks of benefits in all other States. States cannot
provide both EUC benefits and extended benefits, but can decline
to trigger on to extended benefits in order to pay EUC. The EUC
program was scheduled to expire on June 13, 1992.

Legislation to extend the EUC program to July 4, 1992 was en-
acted as P.L. 102-244 on February 7, 1992. It also increases by 13
weeks the number of weeks of emergency benefits that may be paid
to an unemployed worker, providing a total of 33 weeks of EUC in
the States wit% the highest unemployment, and 26 weeks in all
other States. This increase expires on June 13, 1992.

Federal general revenue funds are advanced as needed to cover
shortages in the account which pays the Federal share of extended
benefits and in the account from which States borrow to meet
shortages in State accounts. They must be repaid to the general
fund with interest. All outstanding general fund advances have
now been repaid.

A special program also exists for workers in the railroad indus-
try. This is funded by employer contributions which are paid into a
separate trust fund account administered by the Railroad Retire-
ment Board. The EUC legislation provides a temporary increase in
the extended benefits payable to unemployed railroad workers to
make them comparable to the benefits available to non-railroad

workers.
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There is also a special unemployment benefits program for trade-
impacted workers. This is described in chart 16.

The target budget deficits under the Gramm-Rudman-Hollings
law reflect the impact of unemployment taxes and spending (in-
cluding both Federal and State accounts). If, however, the target
deficits are not met or if there is a pay-as-you-go sequester, the
automatic “‘across-the-board” spending reductions are applied to
unemployment benefits according to special rules. Regular State
benefits and benefits for former Federal employees and ex-service-
men are exempt from any reduction. Extended benefits, as such,
are not reduced, but the Federal share of the funding for these ben-
efits is subject to reduction. States have the option of reducing or
not reducing the actual benefit payments to reflect the reduction in
Federal funding. Federal EUC benefits are not exempt from reduc-

tion.
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Chart 8. —WELFARE PROGRAMS FOR FAMILIES

[In billions of dollars]

Fiscal year—

1992 1993

Aid to families with dependent children:

Welfare payments............ccovevvvververrvenseesriessessesnssessensinens 122 126

ADMINISEIAtION.........ocveieeirerercre e rersseseens 1.4 1.5
JOBS PrOGram..........coevvverieenimeisrissvssrssssesssssssssssssssenes 0.6 0.7
Child care:

JOBS ..ottt st 0.3 0.4

Transitional asSiStaNCe............ceevevererrrirvereerrerreeerecseeesnne 0.1 0.1

FAMINIES @t FISK ......vvvvrereeieriiri e siseiene 0.3 0.3
Child support:

NON-AFDC CONECEIONS L.......covervevrrrerreenereiecieresranrenen, 5.4 6.1

AFDC COBCLIONS 1 ...vvovvecerirecrieere s e 2.2 2.4

Gross Federal share of AFDC collections..............coc.vevuvuenns 1.1 1.2

Total AFDC/non-AFDC administrative COStS............cccoennn.. 2.0 2.1

FEARTAl SNATE ... bessannee 1.3 1.4

INCENTIVE PAYMENLS ........oevvevtertre e senee 0.4 0.4
Title IV-B (child welfare services/training) ...........cocoveveennn. 0.3 0.3
Title IV-E (foster care, adoption assistance, independent

IVING) ovoveerre et b s s sassvessaens 2.6 2.8

1 Administration estimate.

Source: Estimates by the Congressional Budget Office except as otherwise noted.

Includes Federal outlays only. Present law baseline.



Chart 8

Welfare Programs for Families

A. AID TO FAMILIES WITH DEPENDENT CHILDREN

The program of Aid to Families with Dependent Children
(AFDC) provides Federal matching for State programs of cash as-
sistance to needy families with children in which at least one
parent is deceased, disabled, or absent from the home. In addition,
a provision in the Family Support Act of 1988 required all States to
provide benefits to two-parent families in which dependency arises
from the unemployment of the principal earner, beginning with
fiscal year 1991.

Prior to enactment of the Family Support Act, States had the
option of providing benefits to unemployed two-parent families, and
about half the States had elected to do so. The Family Support Act
gave States that had previously not elected to provide benefits to
unemployed two-parent families the option of providing these bene-
fits on a time-limited basis. However, benefits must be provided for
at least 6 months in a 12-month period.

- Under the AFDC program, each State establishes its own income
eligibility and benefit levels.

The amount of Federal matching for AFDC benefits varies from
State to State under formulas providing higher percentages in
States with lower per capita incomes. The national average contri-
bution by the Federal Government is 55 percent. The AFDC pro-
gram is not subject to reduction under the Public Law 101-508 se-
questration procedures.

According to the Congressional Budget Office, under present law
the average number of families and recipients receiving monthly

payments is as follows:

[In thousands)

Fiscal year—
1991 1992 est. 1993 est.

FAMIES......covoorccrceisi s sessessionns 4362 4804 4,885
INAIVIAUALS ..o 12,567 13,840 14,070

According to CBO, estimates for Federal program costs under
present law are as follows:

(35)
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[In millions of dollars]

Fiscal year—
1991 1992 est. 1993 est.

AFDC DENEILS 1 ....v.veeveveeereisreesrsessenessssssssssesssssssesssresssens 10,331 11,118 11,353
EMErgency assiStance...............coewvveermmssermeessreessmsssenssssesnssssens 167 176 177
Other assistance PaYMeNts..........cc.c.urrevrrveeremressssemssssssssssssesenns 28 34 26
State and local administration and training............cccocveeevvveennee. 1,344 1,403 1,466
Child care: .
JOBS....oo st aesbanes 260 300 350
TranSItional ASSISt..........u.vveevmeierirmieirrsissesisesiscessssssssessns 45 60 80
FAMIliES @t TISK.........ooeevrierereienrisiesnsessessssssssessnesssessseens 65 290 330
TORAL......oooceee et baserenen 12,240 13,381 13,782

! Includes_reductions for child sugpon enforcement collections of $890 million in 1991, $1,070 million in
1992, and $1,200 million in 1993. 1991 outlay figure for at-risk 15 an estimate. Actual number is not available.

B. JOB OPPORTUNITIES AND BASIC SKILLS TRAINING PROGRAM (JOBS)

The Family Support Ac. of 1988 provided for replacement of the
Work Incentive (WIN) program with a new Job Opportunities and
Basic Skills Training program (JOBS). The legislation provides Fed-
eral matching funds to tl e States through a capped entitlement
mechanism aimed at assuring each State its share of Federal dol-
lars equal to $600 million in 1989, $800 million in 1990, $1 billion
in 1991, 1992, and 1993, $1.1 billion in 1994, and $1.3 billion in
1995. States were required to implement the JOBS program by Oc-
tober 1, 1990, but had the option of doing so as early as July 1,
1989. Currently, all States are operating a JOBS program.

The Federal match for the JOBS program is 90 percent for ex-
penditures up to the amount allotted to the State for WIN in fiscal
year 1987. Of additional amounts, the Federal match is at the Med-
icaid matching rate, with a minimum Federal match of 60 percent
for non-administrative costs and for personnel costs for full-time
staff working on the JOBS program. The match for other adminis- -
trative costs (including evaluation) is 50 percent. State matching
for amounts above the 1987 WIN allocation must be in cash. States
receive an amount equal to their WIN allotment for fiscal year
1987 ($126 million for all States). Additional funds are allocated on
the basis of each State’s relative number of adult recipients.

States are required to enroll an increasing percentage of welfare
recipients in the JOBS program. In fiscal year 1991, 7 percent of
those who are not exempt from the participation requirement were
required to be enrolled in the program. In fiscal gears 1992 and
1993 a total of 11 percent must be enrolled; in 1994, 15 percent
must be enrolled; and in 1995, 20 percent must be enrolled. The
Administration estimates that currently about 523,000 individuals
are participating in a JOBS program each month.

State JOBS programs must include a range of services and activi-
ties, including educational activities, job skills training, job readi-
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ness activities, job development and job placement, and specified
supportive services, including child care. States must also offer at
least two of the following four activities: group and individual job
search, on-the-job training, work supplementation, and community
work experience or other work experience program.

Responsibility for administration of the program lies with the
welfare agency at both the Federal and State levels. At the Federal
level, there is a new position of Assistant Secretary for Family Sup-
port in the Department of Health and Human Services who has re-
sponsibility for administering the JOBS program, as well as the
child support and AFDC programs.

C. CHILD SUPPORT ENFORCEMENT

The purpose of the Child Support Enforcement (CSE) program is
to locate absent parents, establish paternity, obtain child and
spousal support, and assure that assistance in obtaining support is
available to all children (whether or not eligible for AFDC) for
whom such assistance is requested.

As a condition of eligibility for AFDC, each applicant or recipient
must assign the State any right to support which she may have in
her own behalf or in behalf of children in the family, and must co-
operate with the State in establishing paternity and in obtaining
support payments. States are also required to provide child support
services to families who are not eligible for AFDC upon their appli-
cation for services.

The Federal Government pays 66 percent of State and local ad-
ministrative costs for services to both AFDC and non-AFDC fami-
lies on an open-ended entitlement basis. In addition, 90 percent
Federal matching is available on an open-ended entitlement basis
to States for the costs of establishing an approved automated data
processing and information retrieval system.

Collections made on behalf of AFDC families are used to offset
the cost to the Federal and State governments of welfare payments
made to the family. However, the first $50 per month of such col-
lections is passed through to the family. The amounts retained by
the government are distributed between the Federal and State gov-
ernments according to the proportional matching share which each
has under the State’s AFDC program.

Finally, as an incentive to encourage State and local govern-
ments to participate in the program, the law provides for a basic
incentive payment equal to a minimum of 6 percent of collections
made on behalf of AFDC families plus 6 percent of collections made
on behalf of non-AFDC families. The amount of each State’s incen-
tive payment could reach a high of 10 percent of AFDC collections
plus 10 percent of non-AFDC collections depending on the cost-ef-
fectiveness of the State’s program. In fiscal year 1989 the incentive
payments for non-welfare collections could not exceed 110 percent
of the incentive payments for welfare collections. This percentage
increased to 115 percent in 1990 and years thereafter. (These incen-
tive payments are financed from the Federal share of collections.)
Child support collections and expenditures under present law are

as follows:
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[In millions of dollars)

- fiscal year—
1991 1992 est. 1993 est.

Total COMBCHIONS 1 ....oocoveerreeereeer et sesssessesssenees 6,812 7,607 8,483
AFDC COIIBCHONS 2.....ooooeiveeereree it ressss s sressssaenes 1,954 2,174 2416
NON-AFDC COlBCHIONS ..........ovevecveniercrrnsirreenessesnseresnsinees 4,858 5433 6,067

Total administrative costs:

(Federal and State)..........cccoeevvvrrevrrrrnneae, creeneressenenians 1,797 1,930 2,346
(Federal SHAr) .........occevverreeiiecreeie s essessens [,200 1,288 1,566
Federal incentive payments 10 States ..........ccoeercvveemrrceerriennnns 296 363 406

! Estimates for collections are by the Administration. Estimates for administrative costs are by CBO.
2 The Federal share of collections is included in the AFDC appropriation as an offset to AFDC benefits.

The program made collections on behalf of 754,681 AFDC cases
and 1,546,273 non-AFDC cases in fiscal year 1991.

The Child Support Enforcement Amendments of 1984 required

States to adopt numerous procedures to collect overdue child sup-
port payments, including mandatory wage withholding, liens
ag. st property, and withholding of State income tax refunds, and
to permit establishment of paternity until a child’s 18th birthday.
The 1984 amendments also made more generous the formula for
Federal incentive payments to States for child support collections
and extended those incentives to collections made on behalf of non-
AFDC children. The amendments provided for reducing the Feder-
al matching share for State and local administrative costs from 70
percent to 68 percent in 1988, and to 66 percent in 1990 and years
thereafter. This Act also modified the audit and penalty provisions
under which the Federal agency monitors State program effective-
ness.
The 1984 Act also required States to continue to provide services
to AFDC families after they leave the rolls; authorized the Secre-
tary of Health and Human Services to make project grants to
States for developing new methods of support establishment and
collection in interstate cases; extended the Federal income tax
return intercept program to non-AFDC families; required each
State to establish guidelines for child support awards within the
State; extended Medicaid eligibility for 4 months to families that
lose eligibility for AFDC as a result of child support collections;
and encouraged States to focus on the issues of child support, child
custody, visitation rights, and other related domestic issues
through the establishment of special State commissions.

Major amendments to the child support enforcement program
were also included in the Family Support Act of 1988. Under these
amendments, judges and other officials making child support
awards are required to use State-developed guidelines in setting
award amounts as a rebuttable presumption. In addition, States
are required to establish a mechanism to update awards on a regu-
lar basis; implement immediate mandatory wage withholding pro-
cedures; implement approved statewide automated tracking and
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monitoring systems; inform AFDC families of the amount of sup-
port collected on their behalf on a monthly basis (rather than an-
nually as required under prior law); and meet minimum paternity
estab%shment performance standards. The capacity of States to es-
tablish paternity is further enhanced by providing higher (90%)
Federal matching for laboratory testing.

The 1988 law also required the Secretary of HHS to set stand-
ards specifying time limits in which a State must respond to re-
quests for services, including requests to locate absent parents, es-
tablish paternity, or initiate proceedings to establish and collect
support. A new Commission on Interstate Enforcement was estab-
lished to recommend improved procedures for enforcement in inter-

state cases.
D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

The child welfare services program, authorized under title IV-B
of the Social Security Act, is a 75 percent Federal matching grant
program for States for the provision of child welfare services to
children and their families without regard to the family’s income.
The State allocations are based on the State’s per capita income
and the size of its population under age 21 compared to all the
States. The fiscal year 1992 appropriation for child welfare services
was $273.9 million; for child welfare training, $3.6 million; and for
child welfare research, $6.7 million.

The foster care program, authorized under title IV-E of the
Social Security Act, provides matching funds on an entitlement
basis to States for maintenance payments for AFDC-eligible chil-
dren in foster care. The Federal matching rate for a given State is
that State’s Medicaid matching rate (which may vary from 50 to 83
percent, depending on State per capita income). Federal matching
at a 50 percent rate is available for costs of child placement serv-
ices and administration. The fiscal year 1992 appropriation for
foster care was $2,224 million (including both maintenance pay-
ments and administration). There was an additional appropriation
olf $118 million to be used to reimburse States for unpaid prior year
claims.

In addition, there was an appropriation of $70 million in fiscal
year 1992 for grants to States to help title IV-E foster care chil-
dren age 16 and over prepare for independent living. These funds
are allocated to the States on the basis of each State’s relative
number of children receiving title IV-E foster care maintenance
payments in 1984. The independent living program was originally
authorized for 2 years, 1987 and 1988. It has been extended twice,
most recently by P.L. 101-239, which extended the authorization
for the program through fiscal year 1992. That legislation in-
creased the entitlement ceiling for the program from the original
level of $45 million to $50 million in fiscal year 1990; $60 million in
fiscal year 1991; and $70 million in fiscal year 1992. A State match
of 50 percent is required beginning in fiscal year 1991 on amounts
above $45 million. An evaluation of the program is also required.

The Omnibus Budget Reconciliation Act of 1990 included a provi-
sion to allow States to provide independent living services to
youths up to age 21, rather than age 18, as under prior law.
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The adoption assistance program, also authorized under title IV-
E, provides Federal matching funds to States on an entitlement
basis, at the Medicaid matching rate, for payments to parents who
adopt an AFDC- or SSl-eligible child with ‘“‘special needs.” Special
needs are defined as a condition, such as ethnic background, age,
membership in a sibling group, or mental or physical handicap,
which prevents the placement of the child without assistance pay-
ments. The amount of assistance provided to parents varies, de-
pending on the circumstances of the family and the child’s needs.
The fiscal year 1992 appropriation for this program was $202 mil-
lion (including both maintenance payments and administration).

PROPOSED LEGISLATION
A. AID TO FAMILIES WITH DEPENDENT CHILDREN

AFDC PROPOSALS—SAVINGS/COSTS *

[In millions of dollars]

fiscal year—

5-year
1993 1994 1995 1996 1997 total

Assets limits:

Adm. eStimate ........ooovvveeeereeer e, 3 8§ 17 171 18 63
CBO estimate..............ccoverevemmeereererrerenns 3 9 18 19 20 69
PASS disregard:

Adm. estimate ..o, 3 15 54 55 56 193
CBO estimate...........oveeeveeemerrrerereerenen, 3 15 31 3 AN 115
Emergency Assistance:

Adm. estimate .........cocveevreneee e, -39 —40 —41 —41 —42 —-203
CBO estimate..............cocoveverrreerrereresinnnn -39 —40 —41 —-41 —-42 203

! Includes food stamp and Medicaid effects.

Assets Limits.—Under current law, a family is ineligible for
AFDC if the family’s countable assets exceed $1,000. The Adminis-
tration is proposing to give States the option of increasing the
assets limit to $10,000 for families who are already receiving bene-
fits. The current limit of $1,000 would be retained for applicants
for benefits. The State agency administering the program would
have to determine that any such disregarded resources are being
retained for later expenditure for a purpose directly related to im-
proving the education, training, or employability (including self-em-
ployment) of a family member or for the purchase of a home for
the family.

PASS Disregard.—Currently, all income and resources of a
family applying for or receiving AFDC must be counted in deter-
mining the family’s eligibility and amount of benefits except for
limited, specified exclusions. Under the Administration’s budget
proposal, States would be allowed to also exclude income and re-
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sources that the State agency determines are necessary for carry-
ing out an approved employability plan which includes self-employ-
ment as its employment goal. Income may be disregarded for no
more than a 24-month period beginning with the first month in
which self-employment income is produced under the plan. All dis-
regargs must cease 36 months after the employability plan is ap-
proved.

Emergency assistance.—The Omnibus Budget Reconciliation Act
of 1989 (as amended by P.L. 101-508), prohibits the Secretary of
Health and Human Services from issuing proposed regulations pub-
lished on December 14, 1987 limiting the use of emergency assist-
ance or special needs funds by the States. However, the legislation
allows the Secretary to issue proposed rules that are consistent
with the recommendations of a report entitled “Use of Emergenc
Assistance and AFDC Programs to Provide Shelter to Families,”’
transmitted by the Secretary to the Congress on July 3, 1989. As
amended by P.L. 101-508, the statute prohibits the Secretary from
establishing an effective date for any final regulations relating to
emergency assistance, or otherwise modifying current policy re-
garding the use of emergency assistance or special needs funds
without specific legislative authority prior to October 1, 1991.
Under that legislation, States are also required to submit financial
reports on the use of emergency assistance and special needs funds.
At this time, the Secretary has issued no regulations or policy
changes related to the emergency assistance program.

The Administration is proposing legislation to place limits on as-
sistance provided under the emergency assistance program. Under
the proposal, no reimbursement would be provided for assistance
furnished for periods beyond 30 consecutive days in a 12-month
period. However, States would be able to use emergency assistance
funds to pay shelter and utility arrearages for up to three months
in order to prevent evictions or utility shut-offs. Emergency assist-
ance could also include amounts necessary to secure permanent
-housing for homeless families. Any such amounts would have to be
auth%rized by the State agency during the single allowable 30-day
period.

Consolidated block grant.—Under current law, States are eligible
to receive 50 percent Federal matching for the costs of administer-
ing their AFDC programs on an open-ended entitlement basis. The
Administration proposes to include the Federal contribution
toward State AFDC administrative costs in a single consolidated
block grant. This block grant would include a total of 24 program
authorities. According to the budget document, a legislative pack-
age containing this proposal will be submitted to Congress after
further consultation with representatives of State and local govern-
ments. The document also states that the goal of the proposal is to
provide State and local governments with maximum flexibility, and
that the funding formula would approximate current funding dis-
tribution levels to the States.

Expediting waiver requests.—In addition to the above legislative
proposals, the Administration proposes to establish an inter-agency
review process to coordinate and expedite State requests for waiv-
ers of program rules. Proposals for demonstrations will be required
to meet two conditions: the demonstration must be cost-neutral,
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and participating States must agree to a rigorous evaluation of -
their demonstrations.

Proposed demonstrations.—The Administration also says it will
support two large-scale demonstrations projects at a cost of $4.5
million. One will test the effects of setting aside the amount by
which a long-term AFDC family’s benefits are reduced because of
earnings, then paying that amount in a lump sum to the family if
the family works its way off the AFDC rolls. The second will test
the use ofy private sector ‘‘welfare-to-work” firms in moving welfare

recipients into employment.
B. JOB OPPORTUNITIES AND BASIC SKILLS TRAINING PROGRAM (JOBS)

The Administration estimates that outlays for the JOBS program
will grow to a total of $885 million in fiscal year 1993, $53 million
more then in 1992. This is based on a request for new budget au-
thority of $1 billion, which is the full amount of the entitlement
ceiling provided in the JOBS statute for 1993.

Coordination of vocational training programs.—The Administra-
tion proposes to require that all major Federal vocational training
programs be administered or coordinated through the Private In-
dustry Councils (PICs) established by the Job Training Partnership
Act (under the jurisdiction of the Committee on Labor and Human
.Resources). Under this proposal, the JOBS program would continue
to be administered through the existing welfare agency structure,
but certification and approval of all vocational training programs
would have to be approved by the Private Industry Council for

each local area.
C. CHILD SUPPORT ENFORCEMENT

The budget includes two legislative proposals affecting the child
support enforcement program. Estimates for these proposals are as

follows:

CHILD SUPPORT ENFORCEMENT PROPOSALS—SAVINGS/COSTS

{In millions of dollars)

Fiscal year— 5.year
1993 1994 1995 1996 1997 't

Incentive payments:

Administration estimate...................... —74 -84 —94 —105 —105 —462

CBO BSHMALE T ... et seeseeeseesesese s eessseese s ee s e s aes e senes
User fees:

Administration estimate ..................... —60 —65 —70 —-76 —81 —35

CBO estimate...........ccccoveevrermererirennne. —43 —48 -5 -5 —64 —263
Extend to food stamps and HUD: 2

Administration estimate...................... 0 -0 -5 -—16 =19 —40

CBO estimate..........cccoeveereereereerernann. 0 420 -0 -35 -—-75 -90

1 No inderendent CBO estimate because details of proposal were not available.
2 Net of food stamp offsets and HUD offsets.
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Revision of incentive payments.—Under current law, about 20
percent of Federal funding for State child support enforcement pro-
grams is in the form of ‘“‘cost effectiveness’’ incentive funds, calcu-
lated on the basis of the ratio of child support collections to admin-
istrative costs. Under the Administration’s budget proposal, incen-
tive funding for ‘“‘cost-effectiveness’ would be modified. The maxi-
mum incentive associated with cost effectiveness would be reduced
from 10 to 5 percent. The method of computing cost-effectiveness
incentives would not be changed. Additional incentives would be
available to each State based on other aspects of performance, such
as paternities or support obligations established. These incentives
would be aviilable up to an additional 10 percent of the amount
collected on behalf of AFDC families. In addition, States would be
required to reinvest their incentive payments in Federal, State, or
local programs which benefit children. A similar proposal to limit
;)nc(;:ntive payments was included in the Administration’s 1992

udget.

Mandate ‘‘user fees” for non-AFDC cases.—Under present law,
States are allowed to use several mechanisms to collect fees for
child support enforcement and paternity establishment services
provided to non-AFDC families. ’Fhey must charge an application
fee of up to $25, which may be paid by the family applying for serv-
ices, recovered from the non-custodial parent, or paid by the State
out of its own funds. States may also impose a fee of not more than
$25 in any case where the State requests the IRS to withhold past-
due support from an income tax refund due to a non-custodial
parent. In addition, States are allowed to recover any costs in
excess of fees recovered from non-AFDC families, but only if the
State has in effect a procedure whereby all persons having author-
ity to order support are informed that the costs are to be collected
from the family that is being served. In practice, States are collect-
ing only extremely small sums as payment for services—a total of
about $7 million nationwide in 1989.

The Administration’s 1993 budget includes a proposal that is de-
signed to recover more of the costs of operating the child support
program from non-AFDC families that use the services. States
would be required to charge an application fee of $25 (rather than
“‘up to” $25, as under present law). States would be given the
option of absorbing all or part of the fee. States would also have to
charge an annual $25 user fee to non-AFDC families that actually
receive support collections. This user fee could be paid by the custo-
dial parent, the State, the non-custodial parent, or a combination of
all three. States would have the option of increasing the amount of
each of these fees to $50, and charging only those non-AFDC indi-
viduals with incomes above 185 percent of poverty. This proposal
was also included in the Administration’s 1992 budget.

Services for families receiving other Federal programs.—Current-
ly, State child support enforcement prgrams must provide services
to families receiving AFDC, and to non-AFDC families that apply
for services. AFDC recipients are required to cooperate in the es-
tablishment of paternity and in the collection of child support as a
condition of eligibility for benefits.

The Administration is proposing to require recipients of food
stamps and housing benefits to cooperate in the establishment of
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paternity and in the collection of child support as a condition of
continued receipt of Federal assistance. Legislation to implement
this proposal is not under the jurisdiction of the Finance Commit-
tee. Although the proposal is estimated to result in savings to the
food stamp program, the child support enforcement program would
experience an increase in administrative costs. This proposal was
also included in the Administration’s budget for 1992,

D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

CHILD WELFARE, FOSTER CARE, ADOPTION ASSISTANCE—COSTS

[Outlays in millions of doltars]

Fiscal year— 5.year
1993 1994 1995 1996 1997 ol

Cap entitlement funding:
Admin. estimate............ccc.coeuvrvennn. 0 0 0 0 0 0
CBO estimate...........oocoveveevreervnnnee 23 79 130 115 13 420

Limit on Federal matching for costs of foster care placement/ad-
ministrative activities.—Under present law, States may receive 50
percent Federal matching funds for the costs of administering their
foster care and adoption assistance programs on an open-ended en-
titlement basis. They may also receive 75 percent Federal matching
funds for the costs of training both child welfare personnel and
foster or adoptive parents on an open-ended entitlement basis. Fed-
eral regulations provide that, in addition to eligibility determina-
tion, these matching funds may be used for such purposes as devel-
opment of case plans, preparing for and participating in judicial
proceedings, assessment of the child’s and the family’s situation,
case reviews, case management and supervision, recruitment and
licensing of foster homes and institutions, and a proportionate
share of agency overhead.

The Administration has proposed legislation repealing the cur-
rent open-ended entitlement authority for administrative and
training costs (including child placement costs). This authority
would be replaced with a new child welfare services entitlement
program. Funding for the new program would be capped at $1.3 bil-
lion in fiscal year 1993, growing to $2.2 billion in fiscal year 1997.
These are the amounts the Administration estimates would other-
wise be spent on Federal matching for State administrative, child
placement, and training costs under the current law authority.

States would receive a share of these funds based on an alloca-
tion formula, which takes into account the amount each State drew
down in Federal matching for administrative/child placement costs
under current law in fiscal year 1991. Funds could be used for child
welfare services, in addition to administrative activities. States
would be allowed to use the funds without regard to whether a
child qualifies as an AFDC- or SSl-eligible child. States would be
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required to maintain current funding efforts and previous levels of
expenditures. Federal matching would be 75 percent. Up to one
percent of total program funds would be available to the Secretary
for demonstrations, research, evaluations, and technical assistance

to the States.
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Chart 9.—ESTIMATED AMOUNTS OF THE EARNED INCOME TAX
CREDIT, SUPPLEMENTAL HEALTH INSURANCE CREDIT, AND
SUPPLEMENTAL YOUNG CHILD CREDIT, FISCAL YEARS 1992-

1993

[In millions of dollars)

Fiscal year—
Present-law provision
1992 1993
Earned Income Tax Credit:
Amount in excess of tax liability ................... 8,032 9,661
Offset against tax liability.............ccoevveenneee. 963 1,158
TORAIS ..o 8,995 10,819
Supplemental Health Insurance Credit:
Amount in excess of tax liability ................... 948 640
Offset against tax liability.............cocovvvenneee. 92 107
TORAIS ..., 640 147
Supplemental Young Child Credit:
Amount in excess of tax liability ................... 2217 238
Offset against tax liability........cc.ooevervverneces 14 15
TORAIS ..., 241 293

Note: Details may not add to totals due to rounding.
Source: Staff of the Joint Committee on Taxation.
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Earned Income Tax Credit; Child Health Insurance Credit; Young
Child Credit

The earned income tax credit (EITC) is a refundable tax credit,
that is, it can cause a tax refund to be paid even when an individ-
ual tax filer has no income tax liability for the year in question.
The EITC is available to low income families that include at least
one qualifying child. The child must meet a relationship test with
respect to the taxpayer, have the same fprincipal place of abode as
the taxgayer for more than one-half of the taxable year, and be
under the age of 19 as of the close of the year, or be a student who
is under age 24 as of the close of the year.

In 1990, the maximum credit was equal to 14 percent of the first
$6,500 of earnings, with a maximum credit of $953. Effective begin-
ning with taxable year 1991, the Omnibus Budget Reconciliation
Act of 1252 ‘P.L. 101-508) increased and modified the EITC to pro-
vide: an increase in the basic credit percentage to 23 percent
(phased in over 1991-1994), an adjustment for family size, an addi-
tional credit for the cost of health insurance that covers a child,
and an additional credit for families with a child under age one. In
1992, the maximum credit for a family with one child equals 17.6
percent (18.4 percent for a family with two or more children) of the
first $7,520 of earned income. In 1992, the credit begins to phase
out for families with an adjusted gross income of $11,840, and is
completely phased out at a level of $22,370. The amount of earn-
ings and income used to compute and phase out the credit increase
each year under an indexing formula. For 1992, the maximum
credit is $1,324 for a family with one qualifying child, and $1,384
for a family with two or more qualifying children.

The law allows individuals who have no tax liability to claim the
credit either as an annual tax refund or to have the credit added to
their paychecks throughout the year through reverse withholding.
However, the amount of the credit that may be received on an ad-
vance basis is limited to the credit that the taxpayer could receive
if the tax aKer had only one qualifying child. In the past, very few
individuals have used the reverse withholding procedure.

Beginning with taxable year 1991, the EITC has been expanded
to provide a credit for the cost of health insurance that covers a
qualifying child. The eligibility criteria and income and phaseout
requirements are the same as those for the EITC. However, the
credit percentage is six percent of earnings (but no more than
actual cost), and the phaseout rate is 4.285 percent. For 1992, the
maximum credit is $451. The credit is available only upon the
filing of a tax return at the end of the taxable year.

Beginning with taxable year 1991, a family with a child under
age one at the end of the year is eligible for a credit of five percent
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of earnings. The eligibility criteria and income and phaseout re-
quirements for this “young child” credit are also the same as for
the EITC. However, the phaseout rate is 3.57 percent. The maxi-
mum credit is $376 in 1992. If the taxpayer claims the young child
credit, the child that qualifies the taxpayer for such credit is not a
qualifying individual under the dependent care credit. The credit is
available only upon the filing of a tax return at the end of the tax-
able year.

The basic credit, the child health insurance credit, and the young
child credit may not be taken into account as income, and may not
be taken into account as resources for the month of receipt and the
following month, for purposes of the AFDC, SSI, Medicaid, food
stamp, and low income housing programs.

The EITC was originally developed by the Committee on Finance
as a part of an overall guaranteed employment program which the
Committee proposed in 1972 as a replacement for the existing wel-
fare program. It was approved by the Commit* .2 as a way of assur-
ing that private employment would be more attractive than the
public jobs that were also proposed in the 1972 Committee bill, and
as a way of offsetting the impact of payroll taxes for lower income
working families. The credit was called a “work bonus” in 1972, be-
cause the Committee viewed it as a way of enhancing the value of
work, inasmuch as it was payable only to those with earned
income, and, at least up to the phase down point, the amount of
the credit increased as earnings from work increased. The Commit-
tee’s 1972 proposals were not enacted, but the Senate passed the
EITC as a separate provision on several occasions, and it became
law in 1975.

The credit percentages and phase-out rates for the basic EITC,
the child health insurance credit, and the young child credit for
1992, and projections for 1993-1997, are shown in the following

table.

DATA ON EARNED INCOME TAX CREDIT AND SUPPLEMENTAL HEALTH INSURANCE TAX
CREDIT,* 1992-1997 ESTIMATES

Credit rate  Earnings Re%uced_ Income Maximun  Phase out

Year (percent)  upto! (perc{nt) over ! credit'  point !
1992 $7,520 $11,840 $22,3170
Basic credit:
“ne child................ 17.6 12.57 $1,324
Two Or more.............. 18.4 13.14 1,384
Young child.................... 5.0 3.570 376
Health insurance............. 6.0 4.285 451
1993 1,760 12,210 23,070
Basic credit:
One child .................. 18.5 13.21 1,435

Two or more............... 19.5 13.93 1,513
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DATA ON EARNED INCOME TAX CREDIT AND SUPPLEMENTAL HEALTH INSURANCE TAX
CREDIT,* 1992-1997 ESTIMATES—Continued

Credit rate  Earnings Re%uced Income  Maximun  Phase out

Year (percent)  wpto® b overt  credit’ point !
Young Child.................... 50 3.570 388
Health Insurance............ 6.0 4.285 466
1994 8,030 12,650 23,890
Basic Credit:
One child .................. 23.0 16.43 1,846
Two or more............... 250 17.86 2,008
Young child................... 9.0 3.570 402
Health Insurance............. 6.0 4.285 482
1995 8,320 13,110 24,750
Basic credit:
One child................... 23.0 16.43 1,913
Two or more............... 25.0 17.86 2,080
Young child.................... 5.0 3.570 416
Health Insurance ............ 6.0 4.285 499
1996 8,620 13,580 25,640
Basic Credit:
One child................... 23.0 16.43 1,982
Two or more............... 25.0 17.86 2,155
Young child.................... 50 3.570 431
Health insurance............. 6.0 4.285 517
1997 8,940 14,080 26,590
Basic Credit:
One child ................... 23.0 16.43 2,056
Two or more............... 25.0 17.86 2,235
Young Child................... 9.0 3.570 447
Health Insurance............. 6.0 4.285 536

1 Parameters are estimated based on Congressional Budget Office forecasts.
Source: Joint Committee on Taxation, February 27, 1992. -

Proposed Legislation

The Administration’s budget includes no proposals for changes in
the earned income tax credit, the child health insurance credit, or

the young child credit.
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Chart 10.—SOCIAL SERVICES

[In billions of dollars]
Fiscal year—
1992 1993
Present law:
Title XX block grant.........ccoeeveevcrneenscnnsinennen, 28 28




Chart 10

Social Services

In addition to cash benefit programs and medical assistance, the
Social Security Act includes provisions in title XX which make
Federal funding available for social services. At one time, title XX
legislation authorized matching funds for State social services pro-
grams on an open-ended entitlement basis. The Federal matching
rate was generally 75 percent. In the Omnibus Budget Reconcilia-
tion Act of 1981, a new social services block grant program was cre-
ated to replace the prior Federal-State matching program. A
number of requirements on the States, including the requirement
of a 25 percent non-Federal match, were removed, and funding
levels were reduced.

The program is an appropriated entitlement, with each State eli-
gible to receive its share of a ceiling amount specified in the law.
The statutory ceilings have been: $2.4 billion in fiscal year 1982;
$2.575 billion in fiscal year 1983 (with $225 million of this amount
available for use in either 1983 or 1984); $2.7 billion in 1984; $2.725
billion in 1985 (with $25 million earmarked for training of child
care providers, licensing officials and parents, including training in
the prevention of child abuse); $2.584 billion in 1986 (the $2.7 bil-
lion ceiling was reduced by $116 million because of sequestration of
funds under the Gramm-Rudman-Hollings legislation); $2.7 billion
in 1987; $2.750 billion in 1988 ($50 million was never appropriated);
and $2.7 billion in 1983. An amendment included in the Omnibus
Budget Reconciliation Act of 1989 (P.L. 101-239) increased the ceil-
ing to $2.8 billion for fiscal year 1990 and years thereafter. (The
$2.8 billion ceiling was reduced to $2,763 million for 1990 as a
result of sequestration required by P.L. 101-239.)

Allocations are made on the basis of State population. States
may determine how their funds are to be used and who may be
served. There are no Federal family income requirements, and no
fee requirements. Income standards and fees may be imposed at

State discretion.
PROPOSED LEGISLATION

The fiscal year 1993 budget request for the title XX social serv-
ices block grant program is $2.8 billion, the permanent entitlement
level. The Administration is proposing to include the title XX
social services block grant program in a new consolidated block
grant. This new block grant would combine a total of 24 program
authorities. According to the budget document, the goal of the pro-
posal is to provide State and local governments with maximum
flexibility. The budget document also states that the funding for-
mula to be proposed would approximate current funding distribu-
tion levels to individual States.

(51)
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Chart 11.—CHILD CARE

[In billions of dollars]

Fiscal year—
1992 1993
Present law:

TIHIE XX 2o eenseeseeeessessnssssnsseasssnses 6 6
Services for welfare families 2.........ooccovvvenrnnee. 4 4
Services for families at risk of welfare.............. 3 3
Child welfare SErViCes ............covrevereereveerserersens NA NA
Dependent care tax credit..........cccovervevireerrnnnnn. 2.1 2.8

Exclusion for employer-provided dependent
CAME cv.vevereverereeeeeersnesssnenessesesesssessssssssssssssns 3 3
TORAloeeee e sneessesesseeens 4.3 44

1 Because of reporting deficiencies, it is not possible to determine how much of
Federal title XX funding Is used for child care. These numbers reflect a commonly used
estimate (based on data from the late 1970's and early 1980's) that over 20 percent of
title XX funds are used for this purpose.

2 Includes amounts for child care provided to participants in employment and training
programs and child care for recipients makin[iI the transition from welfare to work. Data
are not available for expenditures under the AFDC child care disregard provisions.

NA: Not available.
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Child Care

Legislation under the jurisdiction of the Committee on Finance is
the source of funding for most of the child care paid for by the Fed-
eral Government. This includes child care provided under the title
XX social services program; several AFDC-related programs; child
care for families at risk of welfare dependency; the title IV-B child
welfare services program; and two provisions of the Internal Reve-
nue Code: the dependent care credit and the exclusion for employ-
er-provided dependent care. (Other major Federal programs not
under the jurisdiction of the Committee are Head Start, funded at
$2,202 million in 1992, and the child care and development block
grant, funded at $825 million in 1992).

Child care under title XX.—The Omnibus Budget Reconciliation
Act of 1981 replaced the former Federal-State social services
matching program with a new social services block grant program
that provides Federal entitlement funds (without a State matching
requirement) for a wide range of social services. Although States
are not required to provide data showing how their title XX funds
are spent, available information indicates that 45 States use part of
these funds to provide child care services. Data for 1981, the last
year for which detailed reporting is available, indicated that 28
percent of title XX funds was spent for child care. Data collected
by the American Public Welfare Association for 1985 showed that a
total of $1.1 billion in Federal and State funds was used for this
purpose.

States have broad flexibility under the block grant authority to
decide who is eligible for services, the amount of any child care
subsidy, how the care is to be provided (for example, through
vouchers, reimbursement, or direct provision of care), and whether
to charge fees for services. (See the section on Social Services for
more information on this program.)

Child care for welfare recipients.—There are three ways in which
recipients of Aid to Families with Dependent Children may receive
assistance with child care needs.

(1) Child care for individuals in education, employment, and
training programs.—The Family Support Act of 1988 replaced the
work incentive and other work-related programs with a new JOBS
. program, which States were required to implement by October 1,
1990, and were allowed to implement as early as July 1, 1989.
Under JOBS, State welfare agencies must guarantee child care to
the extent that it is determined by the agency to be necessary for
an individual’s employment. Agencies must also guarantee child
care needed by caretakers engaged in education and training ac-
tivities (including participation in JOBS) if the agency approves the
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activity and determines that the individual is satisfactorily partici-
pating in the activity.

Federal matching is at the Medicaid rate (50-83 percent on an
open-ended entitlement basis). The State may provide care by use
of contract, vouchers, direct provision of care, or any other ar-
rangement of its choosing. Reimbursement for the cost of care with
respect to a family is the lesser of (a) the actual cost of care; and (b)
the dollar amount of the child care disregard for which the family
is otherwise eligible; or (if higher) an amount established by the
State. In no case may reimbursement exceed applicable local
market rates. Child care must meet applicable standards of State
and local law. CBO estimates that States will spend $300 million in
Federal matching funds for child care for JOBS participants in
1992 and $350 million in 1993. A

(2) Transitional child care services.—Under the Family Support
Act of 1988, beginning April 1, 1990, the State welfare agency must
guarantee child care to the extent the care is determined by the

tate agency to be necessary for an individual’s employment in any
case where a family has ceased to receive AFDC as a result of in-
creased hours of, or increased income from employment, or as a
result of the loss of earnings disregards. Federal matching rates,
dollar limitations, standards and methods of providing care are the
same for transitional assistance as under the JOBS program. Care
is limited to 12 months after the last month for which the family
received assistance. The family must contribute to the cost of care
in accordance with a sliding scale formula based on ability to pay,
established by the State. CBO estimates that States will spend $60
million in Federal matching funds for transitional child care serv-
ices in 1992 and $80 million in 1993.

(3) Child care disregard.—Under prior law, in determining eligi-
bility for and amount of AFDC benefits, a State was required to
disregard from income actual expenses up to $160 a month per
child for day care. The Family Support Act of 1988 provided for an
increase in the amount of the child care disregard to $175 a month
(3200 in the case of a child under age 2), and also provided that the
child care disregard must be calculated after other disregard provi-
sions have been applied. These changes became effective October 1,
1989. Estimated expenditures under the child care disregard provi-
sions are unavailable.

Child Care for families at risk of welfare.—The Omnibus Budget
Reconciliation Act of 1990 (P.L. 101-508) amended title IV of the
Social Security Act to provide $300 million a year for each fiscal
year starting with 1991 to enable States to provide child care to
low-income, non-AFDC families that the State determines: (1) need
such care in order to work; and (2) would otherwise be at risk of
becoming dependent upon Aid to Families with Dependent Chil-
dren (AFDC). If a State does not use all of the funds allotted to it
in one year it may use them the following year.

Capped entitlement funds are allocated on the basis of child pop-
ulation. Statutory requirements relating to Federal matching rates
and fee schedules are the same as under other title IV programs
that provide child care for AFDC recipients. All child care provid-
ers that receive funds under this provision (excluding individuals
who provide care solely to members of their family) must be li-
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censed, re%ulated, or registered with the State. CBO estimates that
States will spend $290 million in Federal matching for child care
provided under this program in 1992, and $330 million in 1993.

Grants for improving licensing and training.—The Family sup-
port Act of 1988 authorized $13 million for grants to States in fiscal
years 1990 and 1991 to be used to improve licensing and registra-
tion requirements and procedures, and to monitor child care pro-
vided to children of AFDC recipients. A provision in the Omnibus
Budget Reconciliation Act of 1990 increased the authorization to
$50 million for fiscal years 1992-1994. One-half of these funds are
earmarked for training child care providers. The remainder must
be used for improving licensing and registration requirements and
procedures, and for enforcement. Activities under the grant apply
to all children receiving services under title IV-A, not just tﬁose
receiving AFDC benefits. The Administration is requesting no
funding for these grants for fiscal year 1993.

Child welfare services.—States may use a limited amount of their
child welfare services funds to provide child care services. Funds
m%y also be used to paay for activities relating to the establishment
and monitoring of child care standards. (Estimates for expenditures
for child care under this program are not available.)

Dependent care credit and exclusion for employer-provided care.—
A nonrefundable income tax credit is allowed for up to 30 percent
of a limited dollar amount of employment related cﬁild or depend-
ent care expénses (Internal Revenue Code sec. 21). Eligible employ-
ment expenses are limited to $2,400 in the case of one qualifying
individual ($4,800 in the case of two or more qualifying individ-
uals). The 30 percent credit rate is reduced by one percentage point
for each $2,000 (or fraction thereof) of the taxpayer’s adjusted gross
income (AGI) between $10,000 and $28,000. The credit rate is 20
gggcgélot of dependent care costs for taxpayers with AGI in excess of

The term ‘“‘qualifying individual” means (1) a dependent of the
taxpayer who is under age 13 and with respect to whom the tax-
payer is entitled to claim a dependent exemption, (2) a dependent
of the taxpayer who is physically or mentally incapable of caring
for himself, or (3) a spouse of the taxpayer if the spouse is physical-
ly or mentally incapable of caring for himself.

Section 129 of the code also provides a dependent care exclusion
which is intended to provide an incentive for employers to provide
dependent care benefits to their employees. Amounts paid or in-
curred by an employer for dependent care assistance provided to
an employee generally are excluded from the employee’s gross
income if the assistance is furnished under a program meeting cer-
tain requirements. These include requirements that the program is
in writing and satisfies certain nondiscrimination rules, and that
reasonable notification of the program is provided to eligible em-
ployees. With respect to any taxpayer (including a married couple
filing a joint return), the dependent care exclusion is limited to
$5,000 a year ($2,500 in the case of a separate return by a married
individual).

The Family Support Act of 1988 included an amendment provid-
ing that the dollar amount of expenses eligible for the dependent
care credit of any taxpayer will be reduced, dollar for dollar, by the
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amount of expenses excludable from that taxpayer’s income under
the dependent care exclusion.

For example, assume that a taxpayer with one child incurs
$6,000 of child care expenses during a taxable year, $3,000 of which
is excluded from the taxpayer’s income because the expenses are
reimbursed under an employer-provided dependent care assistance
program. Under the law as amended in 1988, the amount of ex-
penses otherwise eligible for the dependent care credit ($2,400 in
the case of one qualifying individual) is reduced, dollar for dollar,
by the amount excluded under the dependent care assistance pro-
gram. Because the amount excluded under the dependent care as-
sistance program ($3,000) exceeds the expenses eligible for the de-
pendent care credit ($2,400), no dependent care credit could be
claimed for the taxable year. On the other hand, if the amount of
excludable dependent care reimbursed by the employer was $1,000,
then $1,400 of expenses ($2,400 minus $1,000) would be eligible for
the dependent care credit. This provision is effective for taxable
years beginning after December 31, 1988.

PROPOSED LEGISLATION
The Administration’s budget includes no legislative proposals re-
lating to child care.
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Chart 12.—SUPPLEMENTAL SECURITY INCOME

[In billions of dollars]

Fiscal year—
1992 1993
Present law:
Total SSI 0UtayS......cvvvveencieiieirriviieriine, 185 199

Source: Estimates by the Congressional Budget Office.
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Supplemental Security Income

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 Secu-
rity Income (SSI). This program is funded entirely from general
revenues. The law establishing the SSI program permits the tempo-
rary use of Social Security 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 ap-
propriation from general revenues.

The costs of administering the SSI program are included in the
total limitation of administrative expenses (LAE) for the Social Se-
curity Administration (See chapter 6). For FY 1993, the Adminis-
tration has requested $1.5 billion for the purpose of administering
SSI. A supplemental appropriation of $232 million was enacted in
1991 (with funds available through 1993) to cover the costs of re-
viewing childhood disability claims stemming from the February
1990 decision by the Supreme Court in Sullivan v. Zebley.

Under Zebley, SSA must review childhood disability -ases, as far
back as 1980, using a new standard developed for determining
whether children are disabled. The new standard is less stringent
than the previous standard. The Administration has stated that it
expects to complete these reviews sometime in fiscal year 1993.

Under present law, the average number of recigients receiving
federally-administered SSI payments is estimated by the Congres-

sional Budget Office to be as follows:

[In thousands]

Fiscal year—
1991 1992 est. 1992 est.
AGE......oooooveeereeerreneseieeenesrsessssseesssssssenen 1,263 1,282 1,301
Blind and Disabled................coourvvevenrcrrrerernns 3,242 3,501 3,746
Total Federal ............cccovvvevmereeneereeenennnns 4,505 4,783 5,047
State supplementation only ! .............cocooonee. 398 390 395
Total SSI recipients .........ccoooccenervonneinnens 4,903 5173 5,442

1Administration estimate.

The maximum Federal monthly payment in calendar year 1992
is $422 for an individual, and $633 for a couple. Annual adjust-
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ments are made in January to reflect increases in the cost of
living. CBO estimates a January 1993 COLA of 3.2 percent.
CBO estimates Federal program outlays as follows:

[In millions of dollars]

Fiscal year—
1991 1992 est. 1993 est.
Federal benefits...........c..coeeveveneeeerersersenrensensens 14,633 16,967 18,359
Beneficiary SeIVICeS.........c.c.vvvivreerecrinrvenresnnans 33 40 48
ADMINIStration ............occevecevenesenensereesseneeens 1,227 1,313 1,379
Research and Demonstration ............c..occoevvennen. 3 19 7
TOMAL......cooeeeieeee et sesaaenns 15,926 18,461 19,873

PROPOSED LEGISLATION

The Administration’s budget includes the following legislative
proposals to reduce costs in the SSI program:

SUPPLEMENTAL SECURITY INCOME—SAVINGS

(In millions of dollars)

Fiscal year— 5.year
1993 1994 1995 1996 1997 ‘totl

Administration fee:

Administration estimate .............cccocveurerencen. —60 0 0 0 0 —60
CBO eStimate.........cooonveeericrrereeie e —60 0 0 0 0 —60
Recover overpayments from OASDI benefits: :
Administration estimate .............ccccovvvvvrrunnee. —34 =25 24 23 -23 —129
CBO estimate..........cooccovvevevrereerrecrrsnsnnrnnn: —34 25 —-24 -23 -23 —129

—

Administration fee—Under present law, States may choose to
supplement the Federal SSI payment and have these supplements
administered by SSA. Currently, SSA administers the supplemen-
tation program for 27 States and the District of Columbia, and
there is no provision in current statute allowing SSA to charge a
fee for administering these programs.

The Administration’s budget proposes (through language in the
appropriations bill rather than a change in the authorizing statute)
to assess a fee from States for administering these programs based
on the number of benefit dollars paid. The fee would be 1.67 per-
cent of benefits paid in fiscal year 1993. Fees for future years
would be dependent upon enactment of additional legislation. A
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similar proposal was included in the Administration’s budget for
1992, although it was proposed as a change in the authorizing stat-
ute and provided for an increase in the amount of the fee for
future years.

Recovering SSI overpayments from OASDI benefits.—Under
present law, SSI overpayments that have been made to an OASDI
beneficiary may not be recovered from the OASDI benefit unless
the beneficiary agrees to that method of recovery. Under the Ad-
ministration’s proposal, SSI overpayments could be recovered from
an OASDI benefit without the consent of the beneficiary. This pro-
vision would apply only in the case of individuals who no longer
receive SSI benefits. This proposal was also included in the Admin-

istration’s 1992 budget.
PROVISIONS IN THE 1990 OBRA

. The following SSI provisions were enacted in the 1990 Omnibus
Budget Reconciliation Act:

e Payments made under State-administered victims’ compensa-
tion programs are excluded from the definition of income, and are
excluded from the definition of resources for 9 months.

e Work incentives provisions under section 1619(b) no longer ter-
minate when the recipient becomes 65.

¢ Impairment-related work expenses are excluded from the defi-
nition of income for purposes of initial eligibility and State supple-
mentary payments. :

* Royalties and honoraria paid to SSI recipients are counted as
earned rather than unearned income if services were performed.

¢ Certain categories of relocation services paid by States to SSI
recipients are now excluded from the definition of income, and are
excluded from the definition of resources for 9 months.

e The Secretary must make reasonable efforts to ensure that a
pediatrician or other appropriate specialist evaluate a child’s dis-
ability for purposes of determining SSI eligibility.

* Reimbursement of vocational rehabilitation is now authorized
for SSI recipients who receive work incentive or State supplemen-
tary benefits, but who do not receive regular Federal cash benefits.

e SSI recipients can now receive up to 6 months’ benefits (rather
than 3 months’) based on a presumptive disability determination.

¢ SSI recipients who are receiving work incentive benefits can be
required to undergo a continuing disability review no more than
once in any 12-month period.

¢ SSA may use a single application form or two separate forms
in taking concurrent applications for SSI and food stamp benefits.

* Recipients of retroactive SSI payments under the Zebley case
must be notified that these payments are excluded from resources
for 6 months. They must also be advised of the possibility of perma-
nently excluding these monies from resources by placing them in
trust accounts meeting certain conditions.

53-888 0 - 92 - 3
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Chart 13

Health Programs

MEDICARE

Medicare is a nationwide health insurance program for more
than 34 million aged and disabled individuals. It is authorized by
title XVIII of the Social Security Act and consists of two parts.
Part A, the Hospital Insurance Program, provides protection
against the costs of inpatient hospital services, skilled nursing facil-
ity services, home health care and hospice care. Part B, the Supple-
mentary Medical Insurance program, is a voluntary program that
provides dprotection against the costs of physicians’ services and
other medical services.

The Congressional Budget Office (CBO) estimates that under cur-
rent law, Medicare spending in FY 1993 will be $145.5 billion, of
which $84.8 billion is for part A and $60.7 billion is for part B. The
CBO estimates that premiums collected from Medicare participants
in FY 1993 will total $15.0 billion. Spending for program adminis-
tration will be approximately $2.9 billion for FY 1993, or about 2.0

percent of the program total.
MEDICAID

Medicaid is a Federally-aided, State-designed and administered
program, authorized by title XIX of the Social Security Act, which
provides medical assistance for certain low-income individuals. Sub-
ject to Federal guidelines, States determine eligibility and the
scope of benefits to be provided. The Federal government’s share of
Medicaid expenditures is tied to a formula inversely related to the
per capita income of the State. Under this formula, Federal match-
ing for services varies from 50 percent to about 80 percent. Admin-
istrative costs are generally matched at 50 percent although cer-
tain items are subject to higher matching rates.

Recent budget reconciliation acts have expanded Medicaid’s cov-
erage for pregnant women and young children. Pursuant to the
Omnibus Budget Reconciliation Act of 1989 (P.L. 101-239), States
are required to cover all pregnant women and children up to age
six with family incomes up to 133 percent of the Federal Poverty
Level ($15,388 for a family of three in 1992) and, at their option,
States may cover pregnant women and infants (up to age one) with
family incomes up to 185 percent of the Federal Poverty Level
($21,405 for a family of three in 1992). Pursuant to the Omnibus
Budget Reconciliation Act of 1990 (P.L. 101-508) States are re-
quired, effective July 1, 1991, to cover all children, up to age 19,
born after September 30, 1983 in families with incomes below the
Federal poverty level ($11 570 for a family of three in 1992). Under
this provision, increasingly older children will be covered each
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year, so that all children under 19 in families with incomes below
the Federal poverty level will be covered by 2002.

Fiscal Year 1993 Medicare Outlays

Current Law

Part A benefits $83.5b
57.4%

= =\ Administration
/ N $2.9b

X

R — 2.0%

40.6%
Part B benefits $59.1b

SOURCE: CBO estimates
NOTE: Figures do not refiect offsetting income from beneficlary premiums

CBO estimates total Federal-State Medicaid costs for FY 1993
under current law to be $139.6 billion. Of this amount, the Federal
share is $79.6 billion. The States’ share of total Medicaid expendi-
tures for FY 1993 is estimated at $60.0 billion.

MATERNAL AND CHILD HEALTH BLOCK GRANT

Title V of the Social Security Act authorizes the Maternal and
Child Health Services Block Grant, which provides funding to
States for the following programs: maternal and child health and
services for children with special health care needs, rehabilitation
for disabled children receiving supplemental security income, lead-
based paint poisoning prevention, genetic disease, sudden infant
death syndrome, hemophilia, and adolescent pregnancy. Under the
Title V block grant, States determine the level of services provided.
Typically, States have supported health services such as well-child
checkups and services in maternity clinics. The Omnibus Budget
Reconciliation Act of 1981 created the block grant by adding the
functions listed above to maternal and child health and crippled
children’s services. The Federal/State matching requirements were
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also changed and now require the States to spend 75 cents to re-
ceive a dollar from the Federal government.

In the Omnibus Budget Reconciliation Act of 1989, the Title V
block grant program was amended to authorize appropriations up
to $686 million in FY 1991 and each year thereafter, an increase of
$125 million over the previous authorization level. For appropria-
tions not in excess of $600 million, the Secretary of Health and
Human Services is to retain 15% to carry out various projects and
programs, including “Special Projects of Regional and National Sig-
nificance” (“SPRANS”), and screening of newborns for sickle cell
anemia and other genetic disorders. The remainder of amounts not
in excess of $600 million is available for allotment to the States. Of
the amounts appropriated above $600 million, the Secretary is to

-retain 12.75 percent to support infant mortality projects and outpa-
tient and community-based services for children with special
health care needs. The remainder is available to the Secretary and
the States in accordance with the current formula (15 and 85 per-
cent, respectively). States are required to use at least 30% of their
funds for preventive and primary care services for children, and at
least 30% for children with special health care needs.

HISTORICAL SPENDING TRENDS

CBO estimates that between 1986 and 1991, Medicare spending
grew at an average annual rate of 9.2 percent, from $75.9 billion to
$117.8 billion. Spending for part B services grew more rapidly
during this period, increasing at an average annual rate of 12.4
percent compared with 7.3 percent for services under part A of the
program.

Federal Medicaid spending since 1986 has increased at an aver-
age annual rate of 16.0 percent, from $25.0 billion to $52.5 billion.
Funding for the Maternal and Child Health Block Grant was $457
million in 1986 and grew to $587 million in 1991, an average
annual increase of 5.1 percent. For FY 1992, $650 million has been

appropriated.
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Chart 14

Health Programs: Administration Proposals

MEDICARE

The Administration budget proposes to reduce outlays and in-
crease premiums under the Medicare program for fiscal year 1993
by $1.2 billion. This amount includes £ 635 million in reduced pay-
ments to providers under part A, and $595 million in payment re-
ductions and increased beneficiary contributions under part B. It
does not include increased revenue to the Hospital Insurance Trust
Fund associated with proposals to include State and local govern-
ment workers under Medicare. (See section on revenue.) All esti-
mates cited in the text have been prepared by CBO. Table 14 com-
parei% Administration and CBO estimates of Medicare savings pro-
posals.

Of the $1.2 billion in Medicare spending cuts, 52 percent would
come from reducing payments to hospitals. Payments to physicians
would be reduced roughly $115 million, or 9 percent of the total.

The Omnibus Budget Reconciliation Acts of 1989 and 1990 in-
cluded a number of provisions to reduce Medicare spending in
fiscal year 1993. The fiscal year 1993 hospital update factor under
the prospective payment system (PPS) was reduced from a full
market basket increase to market basket minus 1.55 percent for
urban hospitals and to market basket minus 0.55 percent for rural
hospitals. (CBO estimates the FY 1993 market basket will be 5.3
percent.) Fiscal year 1993 Medicare payments for inpatient hospital
capital were reduced from 100 percent to 90 percent of the amount
that otherwise would have been paid during the fiscal year had
payments been based on reasonable costs. (A prospective payment
system for inpatient capital was established for FY 1993.) Pay-
ments for outpatient capital were reduced from 100 percent to 90
percent of reasonable costs. CBO estimates that, under the Medi-
care Volume Performance Standard (MVPS) mechamsm, updates
for surgical services and all other physicians’ services for 1993 will
be reduced from 2.2 percent to .2 percent. In addition, the 1993
update for clinical laboratory services was reduced from the in-
crease in the Consumer Price Index for all urban consumers (CPI-
U) to 2.0 percent. (CBO estimates that the FY 1993 increase in the

CPI-U for laboratory services will be 3.5 percent.)

MEDICARE PART A

The Administration budget proposes to reduce outlays under part
A of the Medicare program by $632 million for FY 1993. (This esti-
mate reflects the increased part A spending associated with an Ad-
ministration proposal to include State and local government work-

ers under Medicare.)
(71)
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1. Hospital Update on a Calendar Year Basis.—The Administra-
tion budget would permanently move the annual updating of PPS
payment rates from October 1st to January 1st, beginning in fiscal
year 1993. (—$635 million in FY 1993)

MEDICARE PART B

The Administration é)roposes to reduce payments to providers
under part B of the Medicare program by $450 million for FY 1993.
This total excludes part B savings from a proposal affecting Medi-
care beneficiaries, which is described separately.

1. Single Fee for Anesthesia Services.—Physician anesthesia serv-
ices are reimbursed under a fee schedule that is based upon a rela-
tive value guide. Anesthesia services furnished by a certified regis-
tered nurse anesthetist (CRNA) are reimbursed under a separate
fee schedule.

Anesthesia services are sometimes furnished by a certified regis-
tered nurse anesthetist (CRNA) under the supervision of a physi-
cian anesthesiologist. In these cases, separate payments are made
to both the CRNA and the supervising physician. The amount that
would othe wise be payable to a physician anesthesiologist who
personally fu.ishes a service is reduced by 10 percent, 25 percent,
or 40 percent when the physician concurrently supervises 2, 3, or 4
CRNAs, respectively.

The Administration budget proposes to pay the same amount for
anesthesia services regardless of whether an anesthesiologist per-
sonally furnishes the service or medically directs a certified regis-
tered nurse anesthetist (CRNA) who furnishes the service. In the
latter case, payment to the anesthesiologist would be limited to the
difference between the amount that would be payable if the anes-
thesiologist personally performed the service and the amount pay-
able to the CRNA.

The proposal would determine payments for a medically directed
CRNA on the basis of an $8.60 conversion factor. (A conversion
factor is a dollar amount that, when multiplied by the relative
value of a service, produces the payment ainount.) Under OBRA
'90, payments for medically directed CRNAs are scheduled to in-
crease to $11.70 by 1995. (—$115 million in FY 1993)

2. Adjust DME Reimbursement to Reflect Market Factors.—Medi-
care pays for durable medical equipment (DME) on a fee schedule
basis. Fees for most items were established in 1989, based upon av-
erage Medicare payments for the item during a base period ending
in 1987; since then, they have been updated for inflation.

The Administration proposal would authorize the Secretary to
adjust the amount Medicare pays for an item of DME to reflect
changes in the prices paid by other purchasers since 1987, as well
as other market factors. (—$35 million in FY 1993)

3. National Limit and Update for Clinical Laboratory Services.—
Clinical laboratory services are paid for by Medicare under state-
wide or carrier-wide fee schedules, but geographic variations in the
amount Medicare will pay for the same service are subject to a na-
tional limit. OBRA ’90 lowered the national limit from 93 to 88 per-
cent of the national median fee for each service. It also provided
for fees (and the national limit) to be updated for inflation each

year.
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The Administration budget proposes to lower the limit from 88 to
76 percent of the national median. In addition, it would authorize
the Secretary to adjust the annual inflation update (for all or spe-
cific categories of laboratory services) to reflect market factors.

(—$300 million in FY 1993)
MEDICARE BENEFICIARIES

The Administration’s budget proposes to increase contributions
by Medicare beneficiaries by a total of $145 million in FY 1993, ac-
cording to CBO estimates. The budget includes one proposal:

Limit Federal Subsidy to 25% of Part B Program Costs for Upper-
Income Individuals.—Beneficiaries participating in part B pay a
monthly premium set to cover 25 percent of the costs of the part B
program. The monthly premium is $31.80 for 1992 and $36.60 for
1993. The Administration proposes to increase the premium for
beneficiaries with an adjusted gross income above $100,000 for indi-
viduals and $125,000 for couples. The premium for these individ-
uals would be set to equal 75 percent of part B costs, or three times
the basic premium. (—$145 million in FY 1993)

MEDICAID

The budget includes one proposal that would result in a reduc-
tion in Medicaid spending of $5 million in FY 1993:

Improve Medical Support Enforcement.—The Administration pro-
poses to require States to enact laws to facilitate insurance cover-
age of children under the health insurance policy of a parent who
does not have custody of the child. States would be required to
enact laws that would: (1) require employers to enroll children in
the health plan of the noncustodial parent and require insurers to
permit such enrollment where a court order is in effect; (2) require
insurance companies to allow custodial parents or, where applica-
ble, the State Medicaid agency, to claim reimbursement directly
from the insurer; and (3) require the State to avail itself of the
same enforcement mechanisms for medical support as are applica-
ble to child support under State law. (§ —5 million in FY 1993)

MEDICARE AND MEDICAID

The Administration’s budget proposes a new user fee:

Survey and certification user fees.—Under current law, the Fed-
eral government contracts with States to conduct surveys of health
“care facilities (e.g., hospitals and nursing homes) to certify that
Medicare and Medicaid conditions of participation (COP) are met.
The Administration budget proposes charging user fees to health
care facilities for the survey and certification conducted by a State
agency. Although the proposal would apply to hospitals as well as
nursing homes, most hospitals are accredited by the Joint Commis-
sion on the Accreditation of Health Care Organizations and are
therefore deemed to meet the COP. The fees collected, along with
those from clinical laboratories collected under existing law, would

be put in a revolving fund. (—$255 million in FY 1993)

MATERNAL AND CHILD HEALTH BLOCK GRANT

The Maternal and Child Health Block Grant program (Title V) is
authorized at $686 million in FY 1991 and each year thereafter.



74

The apprbpriation for FY 1992 was $650 million. For FY 1998, the

Administration proposes to fund the Title V Block Grant program
at $674 million.
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Chart 15.—INTEREST

(By fiscal year, in billions of dollars)

1992 1993 1994 1995 1996 1997

A. Administration's Budget:
Gross interest:
Interest on the public

1211] SR 293 315 338 35 3711 388
Interest received by trust
funds: ‘
Social Security .............. —20 27 =31 -3 -—-41 -4
Other trust funds........... -5 —55 —58 —61 —64 —68
Subtotal ............... —77 -8 -89 —97 —106 -—115

Other interest:
Interest on tax refunds.. 3 2 2 2 2 3

Payment to REFCORP.... 2 2 2 2 2 2
Interest from FFB and

1 —-16 =17 —-17 =14 —11 -9
Other ¥ .....ceeeveeiennes -6 -7 —6 —6 —6 —b
Subtotal ............... -17 —-19 —18 —-15 —12 -—-10
Net Interest ........o.cveveneeee. 199 214 231 242 253 263

B. CBO Baseline:

Interest on the public
1:11) SO 298 316 341 362 383 407

Net interest................... 201 214 232 246 262 280

1 Primarily interest on loans and cash balances. .
Sources: President’s Proposed Budget for Fiscal Year 1993 (February 1992 supplement); CBO March 1992

baseline, assuming compliance with discretionary spending caps.



Chart 15

Interest

One of the budget accounts assigned to Finance Committee juris-
diction is the account entitled Interest on the Public Debt. This ac-
count reflects the total interest payments made on governmental
securities. The major determinants of the amount of outlays for
this account are the accumulated debt from prior years and the in-
terest rate. To a lesser extent, the level of deficit for the current
year also affects interest outlays. At current debt levels, a one per-
cent increase in interest rates beginning in-January, 1992 and con-
tinuing thereafter would increase outlays for example, by $5 billion
in FY 1992 and by $16 billion in FY 1993 according to the Congres-
sional Budget Office.

The overall impact of interest on the budget deficit is offset by
several factors shown on this chart. The largest offset is interest
received by trust funds. The outlay effect of interest paid to trust
funds is offset by the income effect of that same interest received
by trust funds.! Other interest receipts, and particularly interest
on Federal Financing Bank and Rural Telephone Bank loans, also
offset a portion of interest on the public debt.

1 Although trust fund interest earnings are used to partially offset the outlays for interest on

the public debt from a short-term budgetary perspective, those interest payments do represent a
long-term commitment of the Federal Government to the trust fund program which ultimately

will have to be redeemed to meet the needs of the program.
mn
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Chart 16

Trade Adjustment and Customs User Fee: Administration
Proposals

TRADE ADJUSTMENT ASSISTANCE

The Trade Adjustment Assistance (TAA) program provides bene-
fits to workers laid off and firms injured on account of import com-
petition. Under the program for workers, administered by the
Labor Department, certified workers are entitled to cash payments
essentially equivalent to extended unemployment insurance bene-
fits. They may also receive job-search, relocation, and retraining as-
sistance. The program for firms, administered by the Commerce
f]?epartment, makes technical assistance available to approved
irms.

The Omnibus Trade and Competitiveness Act of 1988 made sub-
stantial changes to the TAA program. With its enactment, workers
are required to enter approved training programs in order to re-
ceive TAA cash payments, unless training is not feasible or appro-
priate. Workers are also entitled to payment for the costs of their
training programs, up to a total limit of $80 million annually.

Originally established under the Trade Expansion Act of 1962,
the TAA program was authorized until September 30, 1985. There
after, it was temporarily extended several times. Authority for the
program lapsed temporarily on December 19, 1985, but was re-
stored in April 1986 both retroactively to December 19, 1985 and
prospectively for 6 years to September 30, 1991 with enactment of
the Consolidated Budget Reconciliation Act of 1985. Authority for
the program was extended until September 30, 1993 with enact-
ment of the Omnibus Trade and Competitiveness Act of 1988.

In its 1993 budget request, the Administration proposes that both
the workers and firm TAA programs be repealed, effective October
1, 1992. The Administration proposes to assist workers adversely
affected by imports through the Economic Dislocation and Worker

Adjustment Assistance program.
CUSTOMS USER FEES

The 1986 Budget Reconciliation Act established a customs mer-
chandise processing fee, which went into effect on December 1,
1986, as a charge of 0.22 percent ad valorem in fiscal year 1987 and
0.17 percent ad valorem in fiscal years 1988 and 1989 on entries of
imported merchandise. There is a separate schedule of customs
user fees to cover Customs’ costs of processing the arrival of ves-
sels, trucks, trains, private boats and planes, and passengers. The
law requires the fees to be deposited .into a dedicated account and
to be available, subject to authorization and appropriation, to offset
the cost of salaries and expznses of the Customs Service for com-

mercial operations.
79
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The Omnibus Budget Reconciliation Act of 1987 extended the
user fees through September 30, 1990. The Customs and Trade Act
of 1990 modified the merchandise processing fee to make it consist-
ent with our international obligations under the General Agree-
ment on Tariffs and Trade (GATT), and modified the passenger and
conveyance fees to permit surplus collections to be used for enhanc-
ing service to the fee payers, proportionate to the amount paid by
each. The Act also extended the user fees through September 30,
1991. The Omnibus Budget Reconciliation Act of 1990 extended the
user fees through September 30, 1995 and authorized the Customs
Service to adjust the fee to take into account changes in economic
conditions or trade flows to avoid unintended over- or under-collec-
tions and help ensure the fee’s consistency with our GATT obliga-
tions.

CBO has reported that the Customs Service collected $644 mil-
lion in total user fees in FY 1991; collections for FY 1992 are esti-
mated to reach $690 million. The Administration has proposed in-
creasing the merchandise processing fee, currently at 0.17 percent

- ad valorem for formal entries (subject to a maximum fee of $400
and minimum fee of $21), to 0.19 percent ad valorem, subject to the

$400 and $21 limitations.
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CHART 17.—TAX REVENUES UNDER PRESENT LAW

[In billions of dollars)

Current Services CBO Baseline
1993 1994 1993 1994

Individual Income
Corporate Income

Social Insurance........

oooooooooooooooo
oooooooooooooooo
oooooooooooooooo

oooooooooooooooo

................ 52 33 53 36

oooooooooooooooo

520 567 513 556
103 118 110 120
447 480 449 480

48 50 49 50

1,170 1,268 1,174 1,262

Ulincludes estate and gift taxes, customs duties, and miscellaneous receipts.



Chart 17

Tax Revenues Under Present Law

The current services projections represent the Administration’s
estimate of what Federal tax revenues would be under existing
law. Similarly, the CBO baseline represents the Congressional
Budget Office’s projections of Federal revenue if current policies
remain unchanged.

Under President Bush’s 1993 budget proposals, total receipts
would rise to $1,170 billion in 1992 and $1,268 billion in 1994. These

proposals are listed in chart 18.

(83)
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Chart 18—REVENUE EFFECT OF BUSH ADMINISTRATION
PROPOSALS ON RECEIPTS

[In billions of dollars)

1993 1994 1995

10.
11.
12.

13.

14.
15.
16.
17.

18.

Capital Gains 1..........ccovverevrnerrrrrrernnen, 38 21 0.3
Passive Loss Relief for Real Estate.......... —04 —04 —0.4
Investment Tax Allowance....................... —-16 35 0.9
Simplify and Enhance AMT Deprecia-

tion.....cenne, et —04 —04 —0.3
R&E Tax Credit..........o.evveveerevrerinnnns —08 —14 —16
R&E Allocation Rules...............coovrneen.... —0.5-03 0.0
Low-Income Housing Tax Credit.............. —02 -03 —-04
Targeted Jobs Tax Credit ..................... —0.2 -0.2 —0.1
Business Energy Tax Credit .................... (=*)(=*)(=%*)
First-Time Farmer Bonds ........................ (=*)(=*)(=%*)
Enterprise ZONeS...........eveeeveereveenrennnns (—*)—02 —0.3
Facilitate Real Estate Inve.iments by

Pension Funds and Others.................. (=*)(=*)(=%*)

Repeal Luxury Tax on Aircraft and
Boats and Repeal Diesel Fuel Ex-

emption for Pleasure Boats................ *) (*) (*)
Permit Deduction of Interest on Stu-

dent LOaNnS..........cvvvveevrresrerereeernsenns —0.4 —0.7 =07
Establish Flexible Individual Retirement

ACCOUNES.....oveeereeeeeseseeseesesensssenns 05 01 -04

Promote Retirement Saving and Simpli-
fy Taxation of Pension Distributions... (*) (*) 0.3
Waive Penalty for Withdrawals from
IRAs for Medical and Educational
EXDENSES.....oeoveirrereircescraseeesssesenenes —0.1 —0.1 —0.1

Health Insurance Deduction for Self-



85

Chart 18—REVE:,'JE EFFECT OF BUSH ADMINISTRATION
PROPOSALS ON RECEIPTS—Continued

[In billions of dollars)

1993 1994 1995

19.

20.
21,

22,
23.
24.
25.

26.
21.

28.
29,
30.
3L
32.
33,
34,

Medicare HI Coverage to State and

Local Employees.............covvrerrvernnnn. 16 15 1.5
Special Needs Adoption Deduction .......... (=% (=*)(=*)
Expand Public Transit Exclusion to

$60/Month........ocoeirveieiirirenins (=*)(=*)(=%*)
Family Tax Allowance............cccocvvvvnneee. —44 —46 —4.7
First-Time Homebuyers Tax Credit .......... —2.1-25-06
Deduction for loss on Sale of Principal

RESIABNCE ........cocvverrerecrrerrercrrenrne, —04 —04 —04

Waive Penalty for Withdrawals from
IRAs for First-Time Homebuyers......... —0.1 —-0.1 —0.1

Mortgage Revenue Bonds............c..co..... (—*)—=01 —0.1
Revise Rules for Charitable Contribu-

BIONS ..o 01 01 01
Conform Book and Tax Accounting for

Securities Inventories...........occveuenee. 06 08 0.8
Extend 45-Day Interest-Free Period to |

Refunds of All Taxes........cccceevrvnnen. 03 03 04
Disallow Interest Deductions on Corpo-

rate-Owned Life Insurance Loans........ 03 04 05

Prohibit Double Dipping by Thrifts Re-
ceiving Federal Financial Assistance... 0.4 0.1 (*)

Equalize Tax Treatment of Large Credit

Unions and Thrifts ..........cocvvvverrinecn. 02 02 0.2
Modify Taxation of Annuities Without

Life Contingencies............coovveerverrnennn. 02 02 03
Communications Excise Tax................... 0.1 01 0.1
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Chart 18—REVENUE EFFECT OF BUSH ADMINISTRATION
PROPOSALS ON RECEIPTS—Continued

[In billions of dollars)

1993 1994 1995

35. Orphan Drug Tax Credit...............oovevnnnns (=*)(=*)(="*)

* $50 million or less.

1 The Joint Committee on Taxation has estimated that the President’s capital gains
proposal would have the followinﬁ revenue effect: +3.7 b. in 1993, —3.4 b. in 1994,
and —5.7 b. in 1995. Under the Budget Act and Senate rules, the Joint Committee’s
revenue estimates are applicable for purposes of points of order and other procedural
motions in the Senate.

Source: Office of Tax Analysis, Department of Treasury.




Chart 18

Description of Bush Administration Proposals on Receipts

1. Capital Gains.—The Administration proposes to provide indi-
viduals an exclusion for a percentage of their gain on capital assets
(except collectibles) held for a period of at least 1 year. The provi-
sion is phased in over 3 years as follows: in 1992, 156% of the gain
on assets held at least 1 year would be excluded; in 1993, 30% of
the gain would be excluded for assets held at least 2 years; and in
1994, once it is fully phased in, 45% of the gain on assets held for
three or more years would be excluded.

2. Modify Passive Loss Relief for Real Estate.—The Administra-
tion proposes to permit taxpayers who actively participate in the
rental of the properties they develop to offset their rental losses
against income from other real estate development operations in
which they actively participate. The passive loss rules would be
amended to permit those taxpayers to treat their real estate devel-
opment operations as a single trade or business activity.

3. Adopt Investment Tax Allowance.—The Administration pro-
poses to allow additional first-year depreciation for equipment ac-
quired between February 1, 1992, and January 1, 1993, and placed
in service before July 1, 1993, equal to 15% of the purchase price of
the equipment.

4. Simplify and Enhance Alternative Minimum Tax Deprecia-
tion.—The Administration proposes to eliminate the depreciation
component of the adjusted current earnings (ACE) adjustment for
alternative minimum tax purposes for property placed in service
on or after February 1, 1992,

5. R&E Tax Credit.—The Administration proposes making the
existing 20% R&E credit permanent.

6. R&E Allocation Rules.—The Administration proposes extend-
ing the existing R&E allocation rules for 18 months, through De-
cember 31, 1993.

1. Low-income Housing Tax Credit.—The Administration pro-
poses extending the existmg low-income housing tax credit for 18
months, through December 31, 1993. )

8. Targeted Jobs Tax Credit.—The Administration proposes ex-
tending the existing targeted jobs tax credit for 18 months, through
December 31, 1993.

9. Business Energy Tax Credits.—The Administration proposes
extending the existing business energy credits for solar and geo-
thermal property for 18 months, through December 31, 1993.

10. First-Time Farmer Bonds.—The Administration proposes ex-
gcindig%% first-time farmer bonds for 18 months, through December

, 1993.

11. Enterprise Zones.—The Administration proposes targeting
new employment and investment tax credits to businesses that
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locate in up to 50 designated economically distressed urban and
rural communities.

12. Facilitate Real Estate Investments by Pension Funds and
Others.—The Administration proposes modification of the rules

overning taxation of certain investments in real estate by pension
unds and certain tax-exempt investors by providing pension funds
and other qualified investors greater flexibility in making invest-
ments without incurring unrelated business income tax (UBIT).

13. Repeal Luxury Tax on Aircraft and Boats and Repeal Diesel
Fuel Exemption for Pleasure Boats.—The Administration proposes
repeal of the excise tax on airplanes and boats, effective for sales
on or after February 1, 1992. The revenue loss would be offset by
extending the excise tax on diesel fuel to diesel fuel sold for use in
pleasure boats.

14. Permit Deduction of Interest on Student Loans.—The Admin-
istration proposes to allow the deduction of interest paid on or
after July 1, 1992, on student loans for higher education or post-
secondary vocational education.

15. Establish Flexible Individual Retirement Accounts.—The Ad-
ministration proposes allowing individuals to contribute up to
$2,500 annually (limited to two accounts per family) to a new Flexi-
ble Individual Retirement Account. Earnings on the deposits that
remain in the account for 7 years would be tax-free. The accounts
would not be available to individuals with incomes exceeding
$60,000 or families with incomes exceeding $120,000.

16. Promote Retirement Saving and Simplify Taxation of Pension

Distributions.—The Administration proposes a series of measures
to encourage employers to sponsor retirement plans, to promote re-
tirement savings, and to simplify the taxation of pension distribu-
tions.
17. Waive Penalty for Withdrawals from IRAs for Medical and
Educational Expenses.—The Administration proposes to waive the
10% penalty on early withdrawals from IRAs on or after February
1, 1992, if the money is used for qualified medical or educational
expenses.

18. Health Insurance Deduction for Self-Employed.—The Admin-
istration proposes extending the 25% deduction for health insur-
ance expenses of self-employed individuals for 18 months, through
December 31, 1993.

19. Medicare HI Coverage to State and Local Employees.—The
Administration proposes to expand Medicare Hospital Insurance
coverage to all state and local government employees.

20. Special Needs Adoption Deduction.—The Administration pro-
poses to provide a tax deduction of up to $3,000 for the costs associ-
ated with the adoption of special needs children.

21. Expand Public Transit Exclusion to $60/Month.—The Admin-
istration proposes to increase the amount of employer-provided
public transit pass expense that may be excluded from an employ-
ee's income from $21 to $60 per month.

22. Family Tax Allowance.—The Administration proposes to in-
crease the personal exemption for dependent children age 18 and
under at the end of the taxable year by $500 per child, effective

October 1, 1992.
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23. First-Time Homebuyers Tax Credit.—The Administration pro-
poses a first-time homebuyers tax credit on the purchase of a prin-
cipal residence equal to 10% of the purchase price of the residence
up to a maximum of $5,000.

24. Deduction for Loss on Sale of Principal Residence.—The Ad-
ministration proposal allows owners who sell a principal residence
at a loss to treat the loss as a casualty loss, thus allowing a partial
deduction in many cases.

25. Waive Penalty for Withdrawals from IRAs for First-Time
Homebuyers.—The Administration proposes allowing penalty-free
withdrawals of up to $10,000 from Individual Retirement Accounts
for first-time home purchases.

26. Mortgage Reivenue Bonds.—The Administration proposes to
extend the authority for State and local governments to issue mort-
gage revenue bonds and mortgage credit certificates for 18 months,
through December 31, 1993.

27. Revise Rules for Charitable Contributions.—The Administra-
tion proposes to permanently extend the temporary exclusion from
the AMT and to expand it to include the fair market value of all
gifti,l of appreciated property, including real estate and stocks and

onds.

28. Conform Book and Tax Accounting for Securities Invento-
ries.—The Administration proposes to eliminate the ability of secu-
rities dealers to use the lower of cost or market method of invento-
ry valuation. Instead securities dealers would be required to com-
pute their taxable income by marking their inventories of securi-
ties to market. :

29. Extend 45-Day Interest-Free Period to Refunds of All Taxes.—
The Administration proposes to provide a 45-day period in which
:the IRS may process refunds of any type of tax overpayment. In
‘the case of refunds processed within that period, no interest would
be owed to the taxpayer.

30. Disallow Interest Deductions on Corporate-Owned Life Insur-
ance Loans.—The Administration proposes to disallow the deduc-
tion for interest paid by corporations on loans secured by the cash
value of life insurance policies.

31. Prohibit Double Dipping by Thrifts Receiving Federal Finan-
cial Assistance.—The Administration proposes to prohibit thrifts
from deducting any loss to the extent they have received tax-free
Federal financial assistance for that loss. The proposal would apply
. generally to FSLIC assistance payments credited to a taxpayer-on

or after March 4, 1991, with respect to losses on or after that date.

32. Equalize Tax Treatment of Large Credit Unions and
Thrifts.—The Administration proposes to repeal the tax exemption
for a credit union that has assets of more than $50 million in any
taxable year ending on or after December 31, 1992.

33. Modify Taxation of Annuities Without Life Contingencies.—
The Administration proposes to retain the current-law treatment
of annuities only for annuities with substantial life contingencies.
For other annuities, investment income would be taxed as earned.

34. Communications Excise Tax.—The Administration proposes
to expand the communications excise tax to apply to amounts paid
for access to a local digital data network for long distance trans-
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mission of digital data and to repeal the exemptions for coin-oper-
ated telephone service.

35. Orphan Drug Tax Credit.—The Administration proposes to
make the orphan drug credit permanent.
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Chart 19.—TAX EXPENDITURES

[In billions of dollars)

Outlay equivalent Revenue loss
1992 1993 1992 1993

National defense...........cc..ceuvnee. 24 2.5 2.0 2.1
International affairs.................. 87 93 59 6.2
General science, space and

technology ..........c.ccvcevennecnne, 2.9 2.2 2.4 2.0
ENEIEY coocvevrecrieins 1.5 1.9 15 20
Natural resources and

environment............cocevuveneens 3.0 3.0 2.3 2.4
Agriculture ..........ceevvveeererererenenn, 0.5 04 05 04
Commerce and housing ............. 152.2 168.1 149.2 156.3
Transportation...........cccevvveinee, 0.1 02 01 02
Community and regional

development ...........coecvvrnnens 2.3 2.4 1.9 2.1
Education, training,

employment and social

SBIVICES ..vvvveverenrserervnrresaenns 238 248 222 232
HEalth .......corevcrererciinee, 654 713 53.4 580
InCOme SECUtY.......ocevverenrnnen, 88.0 920 714 745
Social Security ........cocvevrrvennn. 230 245 23.0 245
Veterans benefits and services.. 2.0 2.1 20 20
General government .................. 404 432 356 382
INEErest .....cvveeercrrereianne 1.0 1.0 1.0 1.0




Chart 19

Tax Expenditures

The concept of tax expenditures was developed in order to com-
pare the Federal Government’s outlays to the budgetary impact of
various deductions, deferrals and credits in the tax structure. It
was intended that, with this information, consideration of the
budget might involve examination of both direct expenditures and
tax expenditures as alternate means of providing incentives.

The Budget Act defines tax expenditures as ‘‘revenue losses” at-
tributable to provisions of the Federal tax laws that allow a special
exclusion, exemption, or deduction from gross income, or which
provide a special credit, a preferential rate of tax, or a deferral of
liability. In general, the concept is intended to identify provisions
in the tax law which either encourage certain behavior or compen-
sate for specific hardship. The term encompasses tax provisions of
limited applicability, which are exceptions to provisions of more
general applicability considered necessary to make the tax system
function.

The definition of ‘tax expenditure” is not precise. This impreci-
sion has resulted in substantial controversy. Chart 18 includes all
items listed as tax expenditures by the Administration. A listing of
a provision as a “tax expenditure” here is not intended to imply
approval or disapproval, or any judgment about the effectiveness of
any provision.

Chart 18 presents a summary of tax expenditures by budget
functional category. The chart reflects both the Administration’s
estimate of the budget outlay equivalent for tax expenditures and
the Administration’s estimates of the revenue loss for tax expendi-
tures.

Tax expenditure estimates should not be interpreted as the in-
crease in Federal receipts (or reduction in the budget deficit) that
would result if a provision were repealed. Repeal of some provi-
sions could affect the aggregate level of income and economic
growth. Many tax expenditures are not independent of each other;
their values are largely interdependent. Additionally, the annual
value of tax expenditures is very time-dependent.

The tax expenditure table from the President’s budget is reprint-

ed in Appendix E.

93)
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Chart 20.—DEBT LIMIT

(In trillions of dollars)

Current debt iMit.........coooveieeiciieeesesesresnen, 4,145
% * * * * * *
Administration estimate of debt subject to limit n
September 30, 1992........eevirviveiisinns 4.050
Plus:
Federal deficit for fiscal 1993 .........cccovveververreennnen, 0.350
and
Trust FUN SUrpIUSES.........cvvviveerrerereireirsserseeenane, 0.119
and
Other transactions I ..........oeeevvirverversninserneresnnnee —0.006
Equals:
Debt subject to limit on September 30, 1993........... 4.513

! For example, increase or decrease in cash balances, “profit” on coinage, or increase
or decrease in certain debt holdings which are not subject to limit.



Chart 20

Debt Limit

Since 1983, the practice of Congress has generally been to in-
crease the statutory limit on the public debt on a permanent basis.
The current debt limit of $4.145 trillion was established by Public
Law 101-508, which was enacted on November 5, 1990. With a per-
manent debt limit, the exact date at which an increase will be
needed cannot be accurately projected well in advance. The Budget
submitted by President Bush projects a debt level of $4.050 trillion
by September 30, 1992 and $4.513 trillion by September 30, 1993.
Therefore, leglslatlon to raise the debt ceiling will be needed some-
time after October 1, 1992, but well before September 30, 1993. The
exact date cannot be determined at this time.

The annual increase in the amount of debt subject to limit corre-
sponds closely to sum of the Federal deficit and the net surpluses
in Federal trust funds. Trust fund surplses do not lower the total
borrowing needs of the Government; they simply allow the Govern-
ment to meet those needs by issuing debt to the trust funds rather

than to the general public.
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Chart 21

Entitlement Caps

The President’s Budget as submitted in January, 1992 contains a

roposal to cap the growth of spending for entitlement programs.

nder the proposal, the aggregate dollar growth of all entitlement
spending would be limited to a specified growth rate each year.

The President’s proposal uses a formula which would cap the
rate of growth each year for aggregate expenditures for entitle-
ments at the sum of:

(1) The percentage change in beneficiary populations
I 32) The rate of inflation as measured by the Consumer Price
ndex

(3) An additional 2.5%

Subsequent to the enactment of an unspecified comprehensive
health reform plan, the President’s plan would reduce factor No. 3
in the above formula from 2.5% to 1.6%.

According to the description of the plan, if the projected growth
in aggregate entitlement spending exceeded the growth rate speci-
fied in the formula, a legislative ‘‘reconciliation process” would
automatically be triggered to eliminate the excess. ‘“‘Reconciliation
instructions’” to various Committees of the House and Senate have
sometimes been included in past Budget Resolutions. These provi-
sions “instruct” various Committees to reduce spending or raise
revenues by specified amounts. Presumably, a similar process
would be used to achieve savings equal to the “excess entitlement
spending.”

The President’s Budget further proposes that a fail-safe mecha-
nism be created in case the reconciliation instruction process does
not work. Under the fail-safe procedure, OMB would enforce a se-
quester against entitlement spending. The sequester would elimi-
nate any entitlement expenditures in excess of the cap. Under cur-
rent law, many entitlement programs are totally or partially
exempt from sequester. However, the President’s budget proposes
to eliminate most of these exemptions, although maintaining the
exemption for Social Security.

The Congressional Budget Office (CBO) has done an analysis of
the effect of the President’s entitlement cap if it were implemented
in 1993, using 2.5% as the additional growth percentage. In their
analysis, thc CBO compared the outlay expenditures for each pro-
gram under current law to the outlay expenditures if each pro-
gram’s growth rate were limited to the growth rate allowed for ag-
gregate entitlement expenditures. In other words, this analysis as-
sumes (for illustrative purposes) that the maximum growth rate
would apply separately to each entitlement program, as well as to
aggregate entitlement expenditures. Also, in the CBO analysis

O
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shown in chart 21, deposit insurance and Social Security are ex-
cluded from the totals.

The chart shows the effect of the President’s proposal on entitle-
ment programs under the jurisdiction of the Finance Committee
(Social Security is excluded from the analysis, as mentioned). For
each program, the chart first indicates the current services level
for the program in Fiscal Year 1992. Then, for each year between
1993 and 1997 it shows the excess of current services outlays above
the capped amount for that year.

The table indicates that spending for the health care programs—
Medicare and Medicaid—exceed the cap in every year. In general,
projected expenditures for all other programs under the Finance
Committee’s jurisdiction are below the capped spending levels. An
exception occurs for the Supplemental Security Income program
(SSI), due to minor anomalies in the scheduling of monthly pay-
ments in some years.! Also, while spending for Family Social Serv-
ices and Adoption Assistance is marginally below the cap in the
first two years, it is marginally above it in the next three years.

The rapid growth in Medicare and Medicaid costs does not lie
within those two programs. Rather, the rapid increase in costs for
Medicare and Medicaid is a result of rapid increases in health-care
costs in general. When overall health care costs for hospitals and
physicians rise, Medicare and Medicaid costs for health-care provid-
ers are likely to rise as well. Moreover, according to Dr. Robert
Reischaner, Director of the Congressional Budget Office, any at-
tempt to further constrain Medicare and Medicaid costs will only
lead to cost-shifting to the private sector. If government payments
are cut, health care providers will charge private insurers higher
rates which will be passed on to businesses. In addition, States will
be forced to bear a greater share of the costs of providing medical
care to the indigent if Federal Medicaid contributions are capped.
Indeed, due to governmental constraints placed upon Medicare and
Medicaid reimbursements, their health-care costs are not growing
as fast as private-sector health-care costs, according to CBO, while
some of their costs have, in fact, already been shifted to private-
sector businesses and to states. These points are discussed in a
letter from Senator Bentsen, Chairman of the Finance Committee
to Senator Sasser, Chairman of the Budget Committee (see at-

tached).
Attachment.

! When the first day of the month falls on a weekend, the payment is advanced to the preced-
ing Friday. As a result, in some years, there are thirteen monthly payments instead of twelve,
and in some years there are only eleven payments. In 1994 and 1997, the number of monthly
payments exceeds the number in the preceding year. In those years, spending increases relative
to the preceding year exceed the allowable growth rate.



U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, DC, April 2, 1992.

Hon. JiM SAsseR, Chairman,
Senate Committee on the Budget,
U.S. Senate,

Washington, DC.

DEAR Jim:
I am writing to discuss the proposal in the President’s budget

which would create ‘“‘caps” on the rate of growth of Federally
funded entitlements such as Medicare, Medicaid, Guaranteed Stu-
dent Loans and Veteran’s Compensation payments. As you know,
Senator Domenici, your Ranking Member of the Senate Budget
Committee, introduced a Budget Resolution that contains an even
more stringent version of entitlement caps.

Under these proposals, the rate of growth in aggregate entitle-
ment spending would be capped each year. The maximum growth
rate would be limited to the inflation rate plus the growth rate in
the number of beneficiaries Klus an additional percentage. Under
Senator Domenici’s plan, this additional percentage would be
phased out to zero by 1997. According to Senator Domenici, if en-
forced, this would produce program cuts of $53 Billion between
1995 and 1997.

There is no question that entitlements as a class of programs are
growing very rapidly. But the reason that entitlements are growing
so fast is that the health care entitlements—Medicare and Medic-
aid are increasing extremely rapidly. The Congressional Budget
Office, in An Analysis of the President’s Budgetary Proposals for
Fiscal Year 1993 estimates that between 1992 and 2002, spending
for Medicare and Medicaid will increase from 3.4% of GDP to 5.9%
of GDP. Durning the same period, all other entitlements will de-
crease as a percentage of GDP.

However, the problem as we all know is not really in Medicare
and Medicaid, but rather in the larger health care system of this
country. Between 1975 and 1990, the growth rate in per enrollee
costs was 2 percent higher for private insurance than for Medicare
and Medicaid. Furthermore, according to a study of the Medicaid
program done last summer under the auspices of the Office of
Management and Budget, 60% of the growth in Medicaid program
costs between 1980 and 1990 came from overall health care infla-
tion in the economy. The problem of explosive health care costs is
expected to continue: between 1992 and 1997, the inflation rate for
overall medical costs is estimated to be twice as high as the infla-
tion rate in the economy as a whole.

Yet an entitlement cap marks all entitlements for cuts. This ap-
proach unnecessarily puts at risk programs that assist some of the

99)
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most vulnerable Americans—the elderly, the blind, the disabled,
veterans, children and rural families. It could affect the benefici-
aries of Aid to Families with Dependent Children, Food Stamps,
Guaranteed Student Loans, Veterans Programs, Farm Price Sup-
ports, and the Social Services Block Grant.

Clearly we can best restrain the cost of Medicare and Medicaid
growth if we can control costs in the overall health-care system.
Indeed, Dr. Robert Reischauer, the Director of the Congressional
Budget Office indicated in testimony before the Senate Finance
Committee in April of last year that attacking health care costs
through cuts in Medicare and Medicaid alone will only increase
costs in the private sector. This will occur because lower payments
under Medicare and Medicaid will cause health care providers to
shift costs to employers and other private payers.

Therefore, while a crude ‘“cap” on entitlement programs may
reduce the Federal Government’s expenditures, such caps will do
nothing to arrest the underlying growth in health care costs and in
fact, may exacerbate cost increases in the private sector. This effect
will be especially problematic for small businesses whose health
care costs are increasing at a rate far in excess of their ability to
purchase insurance. The most effective way to accomplish the goal
of containing growth in health care spending is to control costs in
the health care system as a whole. I look forward to working with
you towards this important objective. I recommend that you reject
any form of entitlement caps in the Budget Resolution.

Sincerely,
Lroyp BENTSEN, Chairman.
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U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC, February 28, 1992.

Hon. Ji1M SASSER,

Chairman, Committee on the Budget,
U.S. Senate,

Washington, DC.

DEAR MR. CHAIRMAN:
Pursuant to section 301(d) of the Congressional Budget Act of
1974, as amended, I am transmitting to you the attached document
presenting the views and estimates of the Committee on Finance
with respect to the budget for the period of fiscal years 1993-1997.
If you have any questions about this document, please feel free to
call on me at your convenience or have a member of your staff con-

tact Van McMurtry or Alan Cohen at 4-4515.

Sincerely,
Lroyp BENTSEN, Chairman.

Attachment.
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February 28, 1992

Views and Estimates of the Committee on Finance With Respect
to the Budget for Fiscal Years 1993-1997

The Committee on Finance expresses the following views regard-
ing the overall budgetary outlook, general budgetary issues affect-
ing the Committee, and the budgetary situation in the specific
areas of the Committee’s legislative jurisdiction.

Economic and Budgetary Outlook.—The Committee on Finance is
concerned about the nation’s economic prospects in fiscal years
1992 and 1993 and for the longer term. The latest economic data on
inventories and exports indicate continual slow growth: Gross Do-
mestic Product grew by only 0.8 percent in the fourth quarter of
1991. Evidence from the first quarter suggests that the economy
continues to show signs of weakness. Payroll employment fell by
91,000 in January and the workweek dropped .2 of an hour, with
job losses spread broadly throughout manufacturing and services.
Initial claims at state employment offices have averaged 450,000
per week during the winter, an increase of 30,000 per week from
the average for the summer. In addition, industrial production fell
by 0.9 percent in January, the largest drop in a year. The picture is
not entirely negative, however. Retail sales rose by 0.6% in Janu-
ary amd housing starts increased by 0.5%.

Prospects under current economic policies are for a recovery in

1992 less than one-third the postwar average of 6.6 percent. Unem-
ployment is projected to remain at current levels at least through
the end of 1992. This slow economic growth will make it more diffi-
cult to reduce the federal budget deficit rapidly, or to address
urgent national needs for job-creating and job-enhancing invest-
ment, higher personal savings, adequate health care for all, reduc-
tion in poverty rates for children and others, adequate educational
opportunities for students, and improved international competitive-
ness.
Because large deficits are expected in the Federal Budget over
the next five years, the Committee recognizes the need to avoid
any increases in Federal borrowing that would further crowd out
private investment. As in the past, the Committee’s view is that
any new budgetary initiatives must be offset with budgetary sav-
ings. The Committee intends to use the flexibility within the
Budget Act to provide for any pressing needs in this manner.

Reconciliation.—As originally envisioned, reconciliation was to
be available only in those years in which the budgetary situation
changed after the adoption of the Budget Resolution. The original
purpose has been forgotten in recent years, as the reconciliation
process has been incorporated directly in the Budget Resolution in
order to generate deficit reduction during the legislative—year.
However, under the Budget Enforcement Act, no additional deficit
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reduction was required for Fiscal Year 1992 or will be needed in
Fiscal Year 1993. Therefore, no reconciliation process occurred last
year and there is no need for one this year. The Finance Commit-
tee strongly ogposes the inclusion of any reconciliation instructions
in this year’s Budget Resolution.

Revenues.—The Committee anticipates consideration of revenue
legislation in the near future. In connection with that legislation,
the Finance Committee will explore tax prorosals to promote long-
term economic srowth, including, but not limited to, savings, in-
vestment and education incentives. Furthermore, consistent with
the process of promoting long-term economic improvement, the
Committee will consider efforts to promote short-term growth in
the economy. In addition, the Finance Committee will continue to
focus its efforts on making the tax system fairer.

The Committee wishes to emphasize that revenue measures are
the responsibility of the Finance Committee. Thus, the budget Res-
olution should not instruct or permit other Committees to offset
their spending provisions or to achieve deficit reduction with reve-
nue provisions in the guise of ‘“user fees,” which are outside of
their jurisdiction.

International trade.—The Finance Committee may consider legis-
lation relating to trade agreements this year. The Administration
is continuing multilateral negotiations in the Uruguay Round
under the auspices of the General Agreement on Tariffs and Trade
(GATT) and bilateral negotiations with Mexico and Canada regard-
ing a North American Free Trade Agreement (NAFTA). If either
or both of these negotiations are concluded, the Finance Committee
expects to consider legislation to implement the agreements. Such
legislation is likely to reduce revenues arising from U.S. customs
duties, although the revenue decrease may be partially offset by in-
creased trade volume. It is expected that any remaining decrease
would also be offse..

The Committee also notes that, in its 1993 budget request, the
Administration proposes legislation to terminate both the worker
and firm trade adjustment assistance (TAA) programs beginning
October 1, 1992. The Committee does not expect to recommend a
repeal of the programs. To the contrary, should the Administration
reach agreement on NAFTA as described above, the Committee ex-
pects to consider changes to existing worker adjustment and re-
training programs. In 1991, in response to Congress’s concern that
assage of NAFTA could lead to job dislocations for workers in the

nited States, the Administration committed to working with the
Congress to ensure that an adequately funded program of adjust-
ment assistance (including effective retraining) would be in place
for such workers by the time such an agreement entered into force.
The Committee will consider legislation that fulfills that commit-
ment. Offsets would be needed for any budgetary impact of the pro-
grammatic changes.

Social Security.—The Budget Enforcement Act removes totals for
the Old-Age, Survivors and Disability Insurance (Social Security)
program from Federal budgetary totals. However, the Budget Reso-
lution includes totals for the Social Security program for purposes
of enforcing sections 302 and 311 of the Budget Act. The Finance
Committee makes no specific recommendations for the Social Secu-
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rity program to the Budget Committee since there is already an es-
tablished procedure for the legislative consideration of changes to
the program which are neutral with respect to its financial condi-
tion. The Finance Committee is, however, concerned that there are
not sufficient resources available to the Social Security Administra-
tion to maintain adequate service to the public, particularly with
regard to the disability program. The budget should provide suffi-
cient resources to address this situation.

Other Social Security Act Programs.—In addition to the Old-Age,
Survivors and Disability Insurance (OASDI) program, the social se-
curity Act authorizes a number of programs that establish impor-
tant protections for the American people. For example, the unem-
ployment compensation program provides economic protection for
jobless workers, protection that is particularly important during
economic downturns such as the one we are experiencing now. The
Medicaid, Medicare and Maternal and Child Health programs pro-
vide crucial health services for low-income individuals, the elderly,
and the disabled. The AFDC, JOBS, child support, child welfare,
foster care and other income and services programs are essential to
the well-being of millions of children and their families.

The Committee believes that it is essential to continue to im-
prove these programs in order to respond to the priority needs of
the citizens whom they serve, as long as this is done in a deficit-
neutral manner. At the beginning of the year, it is not possible to
determine the exact budgetary impact of such legislation. There-
fore, the Budget Resolution should include “reserve clauses” which
make provision for deficit-neutral legislation that the Finance
Committee decides to report out later in the year.

This year, it is possible that the Finance Committee may take
action in three areas for which the Budget Resolution should pro-
vide reserve clauses. First, the Committee may consider legislation
that would improve segments of our health-care system. Second, be-
cause of the problematic and uncertain state of the economy at this
time, the Committee may consider “economic recovery”’ programes,
including subsequent legislation regarding unemployment benefits
and/or trade adjustment assistance. Finally, given the importance
of the nation’s children and students, the Committee may explore
improvements or additions to programs which serve them.

Public Debt Limit.—The statutory limit on the public debt is cur-
rently $4.145 Trillion. Under current projections, this limit may be
exceeded before the end of Calendar Year 1992. In this event, the
Finance Committee will act to prevent the Treasury from default-
ing on its obligations. The Budget Resolution totals for the public
debt should reflect the most current projections available.

Budget Process Changes.—Legislative changes to entitlement pro-
grams and revenue laws within the jurisdiction of the Committee
produce outlay and revenue changes which often exhibit significant
year-to-year variations. Unlike authorizations and appropriations,
the year-to-year fiscal effect on the deficit of this Committee’s legis-
lation varies widely unless deliberately adjusted.

In our attempt to meet the year-to-year budget neutrality re-
quirements, the Committee has been forced to artificially modify
the timing of revenue or outlay streams. Therefore, the Committee
would like to see the use of one-year and five-year deficit neutrality
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requirements for the Finance Committee under the pay-as-you-go
system, if technically feasible, rather than the year-by-year neu-
trality rule presently employed. Such an approach would enable
the Committee to tailor its legislative efforts to policy and econom-
ic considerations rather than to an overly restrictive formulary

rule.

* * * * * ] *

In conclusion, The Committee on Finance is prepared to meet the
needs and priorities facing the nation without adding to the Feder-
al deficit. The Finance Committee will insist on maintaining the
flexibility to choose among all available policy options to meet its
obligations under the budget process, rather than being limited to

any specific set of options.
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DEFINITIONS

Skc. 3. IN GENERAL.—For purposes of this Act—

(1) The terms “budget outlays’” and “outlays” mean, with re-
spect to any fiscal year, expenditures and net lending of funds
under budget authority during such year.

(2) Budget authority and new budget authority.—

(A) In general.—The term ‘“budget authority’’ means the
authority provided by Federal law to incur gnancial obli-
gations, as follows:

(1) provisions of law that make funds available for
obligation and expenditure (other than borrowing au-
thority), including the authority to obligate and
expend the proceeds of offsetting receipts and collec-
tions;

(ii) borrowing authority, which means authority
granted to a Federal entity to borrow and obligate and
expend the borrowed funds, including through the is-
suance of promissory notes or other monetary credits;

(iii) contract authority, which means the making of
fuléds available for obligation but not for expenditure;
an

(iv) offsetting receipts and collections as negative
budget authority, and the reduction thereof as positive
budget authority.

(B) Limitations on budget authority.—With respect to
the Federal Hospital Insurance Trust Fund, the Supple-
mentary Medical Insurance Trust Fund, the Unemploy-
ment Trust Fund, and the railroad retirement account,
any amount that is precluded from obligation in a fiscal
year by a provision of law (such as a limitation or a benefit
formula) shall not be budget authority in that year.

(C) New budget authority.—The term “new budget au-
thority”’ means, with respect to a fiscal year—

(i) budget authority that first becomes available for
obligation in that year, including budget authority
that becomes available in that year as a resul* of a re-
appropriation; or

(ii) a change in any account in the availability of un-
obligated balances of budget authority carried over
from a prior year, resulting from a provision of law
first effective in that year; and includes a change in
the estimated level of new budget authority provided
in indefinite amounts by existing law.

(8) The term “tax expenditures”’ means those revenue losses
attributable to provisions of the Federal tax laws which allow

(111
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a special exclusion, exemption, or deduction from gross income
or which provide a special credit, a preferential rate of tax, or
a deferral of tax liability; and the term ‘“tax expenditures
budget” means an enumeration of such tax expendxtures

(4) The term “concurrent resolution on the budget” means—

(A) a concurrent resolution setting forth the congression-
al budget for the U.S. Government for a ﬁscal year as pro-
vided in section 301; and

(B) any other concurrent resolution revising the congres-
sional budget for the U.S. Government for a fiscal year as
described in section 304.

(5) The term ‘“‘appropriation Act” means an Act referred to
in section 105 of title 1, United States Code.

(6) The term ‘“deficit” means, with respect to a fiscal year,
the amount by which outlays exceeds receipts during that
year.

(7) The term ‘“‘surplus” means, with respect to a fiscal year,
the amount by which receipts exceeds outlays during that
year.

(8) The term ‘‘government-sponsored enterprise’”’ means a
corporate entity created by a law of the United States that—

(AXi) has a Federal charter authorized by law;

(ii) is privately owned, as evidenced by capital stock
owned by private entities or individuals;

(iii) is under the direction of a board of directors, a
majority of which is elected by private owners;

(iv) is a financial institution with power to—

(I) make loans or loan guarantees for limited
purposes such as to provide credit for specific bor-
rowers or one sector; and

(II) raise funds by borrowing (which does not
carry the full faith and credit of the Federal Gov-
erninent) or to guarantee the debt of others in un-
limited amounts; and

(B)i) does not exercise powers that are reserved to the
Government as sovereign (such as the power to tax or to
regulate interstate commerce);

(i) does not have the power to commit the Government
financially (but it may be a recipient of a loan guarantee
commitment made by the Government); and

(iii) has employees whose salaries and expenses are paid
by the enterprise and are not Federal employees subject to
title 5 of the United States Code.

(9) The term ‘entitlement authority” meens spending au-
thority described by section 401(c)2)C).

(10) The term ‘“credit authority” means authority to incur
direct loan obligations or to incur primary loan guarantee com-

mitments.

* * * * * * *
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TITLE II—CONGRESSIONAL BUDGET OFFICE

ESTABLISHMENT OF OFFICE

Sec. 201. (a) IN GENERAL—

* * * * * *

(d) ReLATIONSHIP TO EXECUTIVE BRANCH.—The Director is author-
ized to secure information, data, estimates, and statistics directly
from the various departments, agencies, and establishments of the
executive branch of Government and the regulatory agencies and
commissions of the Government. All such departments, agencies,
establishments, and regulatory agencies and commissions shall fur-
nish the Director any available material which he determines to be
necessary in the performance of his duties and functions (other
than material the disclosure of which would be a violation of law).
The Director is also authorized, upon agreement with the head of
any such department, agency, establishment, or regulatory agency
or commission, to utilize its services, facilities, and personnel with
or without reimbursement; and the head of each such department,
agency, establishment, or regulatory agency or commission is au-
th<l)rized to provide the Office such services, facilities, and person-
nel.
(e) RELATIONSHIP TO OTHER AGENCIES OF CONGRESS.—In carrying
out the duties and functions of the Office, and for the purpose of
coordinating the operations of the Office with those of other con-
gressional agencies with a view to utilizing most effectively the in-
formation, services, and capabilities of all such agencies in carrying
out the various responsibilities assigned to each, the Director is au-
thorized to obtain information, data, estimates, and statistics devel-
oped by the General Accounting Office, the Library of Congress,
and the Office of Technology Assessment, and (upon agreement
with them) to utilize their services, facilities, and personnel with or
without reimbursement. The Comptroller General, the Librarian of
Congress, and the Technology Assessment Board are authorized to
provide the Office with the information, data, estimates, and statis-
tics, and the services, facilities, and personnel, referred to in the
preceding sentence.

(g) REVENUE EsTIMATES.—For the purposes of revenue legislation
which is income, estate and gift, excise, and payroll taxes (i.e.,
Social Security) considered or enacted in any session of Congress,
the Congressional Budget Office shall use exclusively during that
session of Congress revenue estimates provided to it by the Joint
Committee on Taxation. During that session of Congress such reve-
nue estimates shall be transmitted by the Congressional Budget
Office to any committee of the House of Representatives or the
Senate requesting such estimates, and shall be used by such Com-
mittees in determining such estimates. The Budget Committees of
the Senate and House shall determine all estimates with respect to
scoring points of order and with respect to the execution of the pur-

poses of this Act.

* L * * * *

*
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Duries AND FUNCTIONS

Sec. 202. (a) AsSISTANCE TO BUDGET CoMMITTEES.—It shall be
the duty and function of the Office to provide to the Committees on
the Budget of both Houses information which will assist such com-
mittees in the discharge of all matters within their jurisdictions,
including— .

(1) information with respect to the budget, appropriation
bills, and other bills authorizing or providing new budget au-
thority or tax expenditures,

(2) information with respect to revenues, receipts, estimated
future revenues and receipts, and changing revenue conditions,

and
(3) such related information as such Committees may re-

quest.

(b) AssISTANCE TO COMMITTEES ON APPROPRIATIONS, WAYS AND
MEANS, AND FINANCE.—At the request of the Committee on Appro-
priations of either House, the Committee on Ways and Means of
the House of Representatives, or the Committee on Finance of the
Senate, the Office shall provide to such Committee any information
which will assist it in tﬁe discharge of matters within its jurisdic-
tion, including information described in clauses (1) and (2) of sub-
section (a) and such related information as the Committee may re-
quest.

(c) AssiSTANCE TO OTHER COMMITTEES AND MEMBERS.—

(1) At the request of any other committee of the House of
Representatives or the Senate or any joint committee of the
Congress, the Office shall provide to such committee or joint
committee any information compiled in carrying out ciauses (1)
and (2) of subsection (a), and, to the extent practicable, such ad-
ditional information related to the foregoing as may be re-
quested.

(2) At the request of any Member of the House or Senate, the
Office shall provide to such member any information compiled
in carrying out clauses (1) and (2) of subsection (a), and, to the
extent available, such additional information related to the
foregoing as may be requested.

* * * * * ~-% *

PUBLIC ACCESS TO BUDGET DATA

Sec. 203. (a) RigHT TO Cory.—Except as provided in subsections
(¢) and (d), the Director shall make all information, data, estimates,
and statistics obtained under sections 201(d) and 201(e) available
for public copying during normal business hours, subject to reason-
able rules and regulations, and shall to the extent practicable, at
the request of ;s person, furnish a copy of any such information,
data, estimates, or statistics upon payment by such person of the
cost of making and furnishing such copy.

(b) INDEXx.—The Director shall develop and maintain filing,
coding, and indexing systems that identify the information, data,
estimates, and statistics to which subsection (a) applies and shall
make such systems available for public use during normal business

hours.
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(c) ExceprioNs.—Subsection (a) shall not apply to information,
data, estimates, and statistics—

(1) which are specifically exempted from disclosure by law;
or
(2) which the Director determine< will disclose—

(A) matters necessary to be kept secret in the interests
of national defense or the confidential conduct of the for-
eign relations of the United States;

(B) information relating to trade secrets or financial or
commercial information pertaining specifically to a given
person if the information has been obtained by the Gov-
ernment on a confidential basis, other than through an ap-
plication by such person for a specific financial or other
benefit, and is required to be kept secret in order to pre-
vent undue injury to the competitive position of such
person; or

(C) personnel or medical data or similar data the disclo-
sure of which would constitute a clearly unwarranted in-
vasion of personal privacy; unless the portions containing
such matters, information, or data have been excised.

(d) INFORMATION OBTAINED FOR COMMITTEES AND MEMBERS.—Sub-
section (a) shall appiy to any information, data, estimates, and sta-
tistics obtained at the request of any committee, joint committee,
or Member unless such committee, joint committee, or Member has
instructed the Director not to make such information, data, esti-

mates, or statistics available for public copying.

* * * * * * *

TITLE III—CONGRESSIONAL BUDGET PROCESS TIMETABLE

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

On or before: Action to be completed:
First Monday in President submits his budget.
February.

February 15......ccccccevennenen. Congressional Budget Office submits
report to Budget Committees

February 25.........cccoevvnenee Committees submit views and estimates
to Budget Committees.

April 1. Senate Budget Committee reports con-
current resolution on the budget.

April 15 ., Congress completes action on concur-
rent resolution on the budget.

May 15....cccoiivnirireneniiieeens Annual appropriation bills may be con-
sidered in the House.

June 10.....ccoeviviiiiniinicne House Appropriations Committee re-
ports last annual appropriation bill.

June 15.......coovivivinvenniinnnne Congress completes action on reconcilia-

tion legislation.
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June 30u.....ccovuiniens verereeeerens House completes action on annual ap-
propriation bills.
October 1........cccocvvvirnnrirninens Fiscal year begins.

ANNUAL ADOPTION OF CONCURRENT RESOLUTION ON THE BUDGET

Sec. 301. (a) CoNTENT OF CONCURRENT RESOLUTION ON THE
BuUbpGET.—On or before April 15 of each year, the Congress shall
complete action on a concurrent resolution on the budget for the
fiscal year be inning on October 1 of such year. The concurrent
resolution shall set forth appropriate levels for the fiscal year be-
ginning on October 1 of such year, and planning levels for each of
the two ensuing fiscal years, for the following—

(1) totals of new budget authority, budget outlays, direct loan
obligations, and primary loan guarantee commitments;

(2) tota! 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 appro-
priate committees;

(3) the surplus or deficit in the budget;

(4) new budget authority, budget outlays, direct loan obliga-
tions, and primary loan guarantee commitments for each
major functional category, based on allocations of the total

levels set forth pursuant to paragraph (1);

(5) the public debt;
(6) For purposes of Senate enforcement under this title, out-

lays of the old-age, survivors, and disability insurance program
established under title I1 of the Social Security Act for the
fiscal year of the resolution and for each of the 4 succeeding
fiscal years; and

(7) For %urposes of Senate enforcement under this title, reve-
nues of the old-age, survivors, and disability insurance pro-
gram established under title II of the Social Security Act (and
the related provisions of the Internal Revenue Code of 1986)
for the fiscal year of the resolution and for each of the 4 suc-

ceeding fiscal years.
(b) AppITIONAL MATTERS IN CONCURRENT RESOLUTION.—The con-

current resolution on the budget may—

(1) set forth, if required by subsection (f), the calendar year
in which, in the opinion of the Congress, the goals for reducing
unemployment set forth in section 4(b) of the Employment Act
of 1946 sl’;ould be achieved;

(2) include reconciliation directives described in section 310;

(3) require a procedure under which all or certain bills or
resolutions providing new budget authority or new entitlement
authority for such fiscal year shall not be enrolled until the
Congress has completed action on any reconciliation bill or rec-
onciliation resolution or both required by such concurrent reso-
lution to be reported in accordance with section 310(b);

(4) set forth such other matters, and require such other pro-
cedures, relating to the budget, as may be appropriate to carry
out the purposes of this Act;
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(5) include a heading entitled ‘‘Debt Increase as Measure of
Deficit” in which the conrurrent resolution shall set forth the
amounts by which the deot subject to limit (in section 3101 of
title 31 of the United States Code) has increased or would in-
crease in each of the relevant fiscal years;

(6) include a heading entitled “Display of Federal Retirement
Trust Fund Balances” in which the concurrent resolution shall
set forth the balances of the Federal retirement trust funds;

(7) set forth pay-as-you-go procedures for the Senate where-
(A) budge. authority and outlays may be allocated to a

committee for legislation that increases funding for enti-
tlement and mandatory spending programs within its ju-
risdiction if that committee or the committee of conference
on such legislation reports such legislation, if, to the
extent that the costs of such legislation are not included in
the concurrent resolution on the budget, the enactment of
such legislation will not increase the deficit (by virtue of
either deficit reduction in the bill or previously passed def-
icit reduction) in the resolution for the first fiscal year cov-
ered by the concurrent resolution on the budget, and will
not increase the total deficit for the period of fiscal years
covered by the concurrent resolution on the budget;

(B) upon the reporting of legislation pursuant to sub-
paragraph (A), and again upon the submission of a confer-
ence report on such legislation (if a conference report is
submitted), the chairman of the Committee on the Budget
of the Senate may file with the Senate appropriately re-
vised allocations under section 302(a) and revised function-
al levels and aggregates to carry out this paragraph;

(C) such revised allocatinns, functional levels, and aggre-
gates shall be considered for the purposes of this Act as al-
locations, functional levels, and aggregates contained in
the concurrent resolution on the budget; and

(D) the appropriate committee shall report appropriately
revised allocations pursuant to section 302(b) to carry out
this paragraph; and

(8) set forth procedures to effectuate pay-as-you-go in the
House of Representatives.

(¢) CONSIDERATION OF PROCEDURES OR MATTERS WHICH HAVE THE
EFFect oF CHANGING ANY RULE OoF THE HOUSE OF REPRESENTA-
TIVES.—If the Committee on the Budget of the House of Represent-
atives reports any concurrent resolution on the budget which in-
cludes any procedure or matter which has the effect of changing
any rule of the House of Representatives, such concurrent resolu-
tion shall then be referred to the Committee on Rules with instruc-
tions to report it within five calendar days (not counting any day
on which the House is not in session). The Committee on Rules
shall have jurisdiction to report any concurrent resolution referred
to it under this paragraph with an amendment or amendments
changing or striking out any such procedure or matter.

(d) ViEws AND EsTiMATES OF OTHER COMMITTEES.—Within 6
weeks after the President submits a budget under section 1105(a) of
title 31, United States Code, each committee of the House of Repre-
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sentatives having legislative jurisdiction shall submit to the Com-
mittee on the Budget of the House and each committee of the
Senate having legislative jurisdiction shall submit to the Commit-
tee on the Budget of the Senate its views and estimates (as deter-
mined by the committee making such submission) with respect to
all matters set forth in subsections (a) and (b) which relate to mat-
ters within the jurisdiction or functions of such committee. The
Joint Economic Committee shall submit 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. Ar.y other
committee of the House of Representatives or the Senate may
submit to the Committee on the Budget of its House, and any joint
committee of the Congress may submit to the Committees on the
Budget of both Fuiises, its views and estimates with respect to all
matters set forth: in subsectionus (a) and (b) which relate to matters
within its jurisdiction or functions.

(e) HEARINGS AND REPORT.—In developing the concurrent resolu-
tion on the budget referred to in subsection (a) for each fiscal year,
the Committee on the Budget of each House shall hold hearings
and shall receive testimony from Members of Congress and such
appropriate representatives of Federal departments and agencies,
the general public, and national organizations as the committee
deems desirable. Each of the recommendations as to short-term and
medium-term goals sot forth in the report submitted by the mem-
bers of the Joint Economic Committee under subsection (d) may be
considered by the Committee on the Budget of each House as part
of its consideration of such concurrent resolution, and its report
may reflect its views thereon, including its views on how the esti-
mates of revenues and levels of budget authority and outlays set
forth in such concurrent resolution are designed to achieve any
goals it is recommending. The report accompanying such concur-
rent 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 budget authority, total direct loan obliga-
tions, total primary loan guarantee commitments, as set forth
in such concurrent resolution, with those estimated or request-
ed in the budget submitted by the President;

(3) with respect to each major functional category, an esti-
mate of budget outlays and an appropriate level of new budget
authority for all proposed programs and for all existing pro-
grams (including renewals thereof), with the estimate and level
for existing programs being divided between permanent au-
thority and funds provided in appropriation Acts, and with
each such division being subdivided between controllable
amounts and all other amounts;

(4) an allocation of the level of Federal revenues recommend-
ed 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
any alternative economic assumptions and objectives which the

comm.ittee considered;
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(6) projections (not limited to the following), for the period of
five fiscal years beginning with such fiscal year, of the estimat-
ed levels of total budget outlays and total new budget author-
ity, the estimated revenues to be received, and the estimated
sux('iplus or deficit, if any, for each fiscal year in such period,
and the estimated levels of tax expenditures (the tax expendi-
tures budget) by major functional categories;

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

(8) information, data, and comparisons indicating the
manner in which, and the basis on which, the committee deter-
mined each of the matters set forth in the concurrent resolu-
tion; and

(9) allocations described in sectinn 302(a).

(f) ACHIEVEMENT OF GOALS FOR REDUCING UNEMPLOYMENT.—

(1) If, pursuant to section 4(c) of the Employment Act of
1946, the President recommends in the Economic Report that
the goals for reducing unemployment set forth in section 4(b)
of such Act be achieved in a year after the close of the five-

ear period prescribed by such subsection, the concurrent reso-
ution on the budget for the fiscal year beginning after the
date on which such Economic Report is received by the Con-
gress may set forth the year in which, in the opinion of the
Congress, such goals can be achieved.

(2) After the Congress has expressed its opinion pursuant to
paragraph (1) as to the year in which the goals for reducing
unemployment set forth in section 4(b) of the Employment Act
of 1946 can be achieved, if, pursuant to section 4(e) of such Act,
the President recommends in the Economic Report that such
goals be achieved in a year which is different from the year in
which the Congress has expressed its opinion that such goals
should be achieved, either in its action pursuant to paragraph
(1) or in its most recent action pursuant to this paragraph, the
concurrent resolution on the budget for the fiscal year begin-
ning after the date on which such Economic Report is received
by the Congress may set forth the year in which, in the opin-
ion of the Congress, such goals can be achieved.

(3) It shall be in order to amend the provision of such resolu-
tion setting forth such year only if the amendment thereto also
proposes to alter the estimates, amounts, and levels (as de-
scribed in subsection (a)) set forth in such resolution in ger-
mane fashion in order to be consistent with the economic goals
(as described in section 3(a)(2) and 4(b) of the Employment Act
of 1946) which such amendment proposes can be achieved by
the year specified in such amendment.

(g8) EcoNOMIC ASSUMPTIONS.—
(1) It shall not be in order in the Senate to consider any con-

current resolution on the budget for a fiscal year, or any
amendment thereto, or any conference report thereon, that
sets forth amounts and levels that are determined on the basis
of more than one set of economic and technical assumptions.

(2) The joint explanatory statement accompanying a confer-
ence report on a concurrent resolution on the budget shall set
forth the common economic assumptions upon which such joint
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statement and conference report are based, or upon which any
amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagree-
ment, is based.

(3) Subject to periodic reestimation based on changed eco-
nomic conditions or technical estimates, determinations under
titles III and IV of the Congressional Budget Act of 1974 shall
be based upon such common economic and technical assump-
tions.

(h) BupGer CoMMITTEE CONSULTATION WITH COMMITTEES.—The
Committee on the Budget of the House of Representatives shall
consult with the committees of its House having legislative jurisdic-
tion during the preparation, consideration, and enforcement of the
concurrent resolution on the budget with respect to all matters
which relate to the jurisdiction or functions of such committees

(i) It shall not be in order in the Senate to consider any concur-
rent resolution on the budget as reported to the Senate that would
decrease the excess of social security revenues over social security
outlays in any of the fiscal years covered by the concurrent resolu-
tion. No change in chapter 1 of the Internal Revenue Code of 1986
shall be treated as affecting the amount of social security revenues
unless such provision changes the income tax treatment of social

security benefits.
COMMITTEE ALLOCATIONS

SEc. 302. (a) ALLOCATION OF TOTALS.—
(1) For the House of Representatives, the joint explanatory

statement accompanying a conference report on a concurrent
resolution on the budget shall include an estimated allocation,
based upon such concurrent resolution as recommended in
such conference report, of the appropriate levels of total
budget outlays, total new budget authority, and total entitle-
ment authority among each committee of the House of Repre-
sentatives which has jurisdiction over laws, bill and resolutions
providing such new budget authority, or such entitlement au-
thority. The allocation shall, for each committee, divide new
budget authority, and- entitlement authority between amounts
provided or required by law on the date of such conference
report (mandatory or uncontrollable amounts), and amounts
not so provided or required (discretionary or controllable
amounts), and shall make the same division for estimated out-
lays that would result from such new budget authority.

(2) For the Senate, the joint explanatory statement accompa-
nying a conference report on a concurrent resolution on the
budget shall include an estimated allocation, based upon such
concurrent resolution as recommended in such conference
report, of the appropriate levels of social security outlays for
the fiscal year of the resolution and for each of the 4 succeed-
ing fiscal years, total budget outlays and total new budget au-
thority among each committee of the Senate which has juris-
diction over bills and resolutions providing such new budget-

authority.
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(b) RErorTs BY COMMITTEES.—AS soon as 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 budget authority allocated to it in
the joint explanatory statement accompanying the confer-
ence report on such concurrent resolution, and
(B) further subdivide the amount with respect to each
such subcommittee between controllable 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) subdivide such allocation among its subcommittees
or among programs over which it has jurisdiction, and
(B) further subdivide the amount with respect to each
subcommittee or program between controllable amounts
and all other amounts.
Each such committee shall promptly report to its House the subdi-
visions made by it pursuant to this subsection.

(c) PoiNT oF OrDER.—It shall not be in order in the House of Rep-
~ resentatives or the Senate to consider any bill, joint resolution,
. amendment, motion, or conference report, providing—

(1) new budget authority for a fiscal year; or

(2) new spending authorlty as described in section 401(c)2)

for a fiscal year;

within the jurisdiction of any committee which has received an ap-
propriate allocation of such authority pursuant to subsection (a) for
such fiscal year, unless and until such committee makes the alloca-
tion or subdivisions required by subsection (b), in connection with
the most recently agreed to concurrent resolution on the budget for
such fiscal year.

(d) SUBSEQUENT CONCURRENT RESOLUTIONS.—In the case of a con-
current resolution on the budget referred to in section 304, the allo-
cations under subsection (a) and the subdivision under subsection
(b) shall be required only to the extent necessary to take into ac-
count revisions made in the most recently agreed to concurrent res-
olution on the budget.

- (e) ALTERATION OF ALLOCATIONS.—At any time after a committee

reports the allocations required to be made under subsection (b),
such committee may report to its House an alteration of such allo-
cations. Any alteration of such allocations must be consistent with
any actions already taken by its House on legislation within the
committee’s jurisdiction.

(f) LEGISLATION SUBJECT TO POINT OF ORDER.—
(1) IN THE House oF REPRESENTATIVES.—After the Congress

has completed action on a concurrent resolution on the budget
for a fiscal year, it shall not be in order in the House of Repre-
sentatives to consider any bill, joint resolution, or amendment
providing new budget authority for such fiscal year or new en-
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titlement authority effective during such fiscal year, or any
conference report on any such bill or joint resolution, if—

(A) the enactment of such bill or resolution as reported;

(B) the adoption and enactment of such amendment; or

(C) the enactment of such bill or resolution in the form
recommended in such conference report,

would cause the appropriate allocation made pursuant to subsec-
tion (b) for such fiscal year of new discretionary budget authority
or new entitlement authority to be exceeded.

(2) IN THE SENATE.—At any time after the Congress has com-
pleted action on the concurrent resolution on the budget re-
quired to be reported under section 301(a) for a fiscal year, it
shall not be in order in the Senate to consider any biﬁ, joint
resolution, amendment, motion, or conference report, that pro-
vides for budget outlays, new budget authority, or new spend-
ing authority (as defined in section 401(c)2)) or new credit au-
thority [added words apply only for FY 91] in excess of (A) the
appropriate allocation of such outlays or authority reported
under subsection (a), or (B) the appropriate allocation (if any)
of such outlays or authority reported under subsection (b) in
connection with the most recently agreed to concurrent resolu-
tion on the budget for such fiscal year or provides for social se-
curity outlays in excess of the appropriate allocation of social
security outlays under subsection (a) for the fiscal year of the
resolution or for the total of that year and the 4 succeeding
fiscal years. Subparagraph (A) shall not apply to any bill, reso-
lution, amendment, motion, or conference report that is within
the jurisdiction of the Committee on Appropriations. In apply-
ing this paragraph—

(A) estimated social security outlays shall be deemed to
be reduced by the excess of estimated social security reve-
nues (including social security revenues provided for in the
bill, resolution, amendment, or conference report with re-
spect to which this paragraph is applied) over the appro-
priate level of social security revenues specified in the
most recently adopted concurrent resolution on the budget;

(B) estimated social security outlays shall be deemed in-
creased by the shortfall of estimated social security reve-
nues (including social security revenues provided for in the
bill, resolution, amendment, or conference report with re-
spect to which this paragraph is applied) below the appro-
priate level of social security revenues specified in the
-mcast recently adopted concurrent resolution on the budget;
an

(C) no provision of any bill or resolution, or any amend-
ment thereto or conference report thereon, involving a
change in chapter 1 of the Internal Revenue Code of 1986
shall be treated as affecting the amount of social security
revenues unless such provision changes the income tax
treatment of social security benefits.

The Chairman of the Committee on the Budget of
the Senate may file with the Senate appropriately re-
vised allocations under subsection (a) and revised func-
tional levels and aggregates to reflect the application
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of the preceding sentence. Such revised allocations,
functional levels, and aggregates shall be considered
as allocations, functional levels, and aggregates con-
tained in the most recently agreed to concurrent reso-
lution on the budget, and the appropriate committees
sgxall report revised allocations pursuant to subsection
(b).

(g) DETERMiNATIONS-BY BUDGET CoMMITTEES.—For purposes of
this section, the levels of new budget authority, spending authority
as described in section 401(c)2), outlays for 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.

CONCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED BEFORE
LEGISLATION PROVIDING NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, NEW CREDIT AUTHOFITY, OR CHANGES IN REVENUES OR
THE PUBLIC DEBT LIMIT IS CONSIDERED

Sec. 303. (a) IN GENERAL.—It shall not be in order in either the
House of Representatives or the Senate to consider any bill, joint
resolution, amendment, motion, or conference report as reported to
the House or Senate which provides—

(1) new budget authority for a fiscal year;

(2) an increase or decrease in revenues to become effective
during a fiscal year;

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

(4) new entitlement authority to become effective during a
fiscal year;

(5) in the Senate only, new spending authority (as defined in
section 401(c)(2)) for a fiscal year; or

(6) in the Senate only, outlays, until the concurrent resolu-
tion on the budget for such fiscal year (or, in the Senate, a con-
current resolution on the budget covering such fiscal year) has

been agreed to pursuant to section 301.

(b) Exceprions.—(1) In the House of Representatives, subsection
(a) does not apply to any bill or resolution—

(A) providing new budget authority which first becomes
available in a fiscal year following the fiscal year to which the
concurrent resolution applies; or

(B) increasing or decreasing revenues which first become ef-
fective in a fiscal year following the fiscal year to which the
concurrent resolution applies.

After May 15 of any calendar year, subsection (a) does not apply in
the House of Representatives to any general appropriation bill, or
amendment thereto, which provides new budget authority for the
fiscal year beginning in such calenJar year.

(2) In the Senate, subsection (a) does not apply to any bill or reso-
lution making advance appropriations for the fiscal year to which
the concurrent resolution applies and the two succeeding fiscal
years.

(c) WAIVER IN THE SENATE.—
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(1) The committee of the Senate which reports any bill or
resolution (or amendment thereto) to which subsection (a) ap-
plies may at or after the time it reports such bill or resolution
(or amendment), report a resolution to the Senate—

(A) providing for the waiver of subsection (a) with re-

spect to such bill or resolution (or amendment), and

(B) stating the reasons why the waiver is necessary.
The resolution shall then be referred to the Committee on the
Budget of the Senate. That committee shall report the resolu-
tion to the Senate within 10 days after the resolution is re-
ferred 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 recommenda-
tions and reasons for such recommendations with respect to
the resolution. If the committee does not report the resolution
within such 10-dey 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 leader or their
designees, and the time on any debatable motion or appeal
shall be limited to twenty minutes, to be equally divided be-
tween, and controlled 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 shall be controlled by the minority leader or his desig-
nee. 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.

(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) shall
not apply with respect to the bill or resolution (or amendment
thereto) to which the resolution so agreed to applies.

PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS ON THE BUDGET

Sec. 304. (a) IN GENERAL.—At any time after the concurrent
resolution on the budget for a fiscal year has been agreed to pursu-
ant to section 301, and before the end of such fiscal year, the two
Houses may adopt a concurrent resolution on the budget which re-
vises or reaffirms the concurrent resolution on the budget for such
fiscal year most recently agreed to.

(b) Economic AssumpTioNs.—The provisions of section 301(g)
shall apply with respect to concurrent resolutions on the budget
under this section (and amendments thereto and conference reports
thereon) in the same way they apply to concurrent resolutions on
the budget under such section 301(g) (and amendments thereto and

conference reports thereon).
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PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

Sec. 305. (a) PROCEDURE IN HOUSE OF REPRESENTATIVES AFTER
REPORT OF COMMITTEE; DEBATE.— _

(1) When the Committee on the Budget of the House of Rep-
resentatives has reported any concurrent resolution on the
budget, it is in order at any time after the fifth day (excluding
Saturdays, Sundays, and legal holidays) following the day on
which the report upon such resolution by the Committee on
the Budget has been available to Members of the House and, if
applicable, after the first day (excluding Saturdays, Sundays,
and legal holidays) following the day on which a report upon
such resolution by the Committee on Rules pursuant to section
301(c) has been available to Members of the House (even
though a previous motion to the same effect has been dis-
agreed to) to move to proceed to the consideration of the con-
current resolution. 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, plus such additional hours
of debate as are consumed pursuant to paragraph (3). A motion
further to limit debate is not debatable. 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 resolu-
tion is agreed to or disagreed to.

(3) Following the presentation of opening statements on the
concurrent resolution on the budget for a fiscal year by the
chairman and ranking minority member of the Committee on
the Budget of the House, there shall be a period of up to four
hours for debate on economic goals and priorities.

(4) Only if a concurrent resolution on the budget reported by
the Committee on the budget of the House sets forth the eco-
nomic goals (as described in sections 3(a)(2) and 4(b) of the Full
Employment Act of 1946) which the estimates, amounts, and
levels (as described in section 301(a)) set forth in such resolu-
tion are designed to achieve, shall it be in order to offer to
such resolution an amendment relating to such goals, and such
amendment shall be in order only if it also proposes to alter
such estimates, amounts, and levels in germane fashion in
order to be consistent with the goals proposed in such amend-
ment.

(5) Consideration of any concurrent resolution on the budget
by the House of Representatives shall be in the Committee of
the Whole, and the resolution shall be considered for amend-
ment under the five-minute rule in accordance with the appli-
cable provisions of rule XXIII of the Rules of the House of Rep-
resentatives. After the Committee rises and reports the resolu-
tion back to the House, the previous question shall be consid-
ered as ordered on the resolution and any amendments thereto

53-888 0 - 92 - 5 -
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to final passage without intervening motion; except that it
shall be iIn order at any time prior to final passage (notwith-
standing any other rule or provision of law) to adopt an
amendment (or a series of amendments) changing any figure or
figures in the resolution as so reported to the extent necessary
to achieve mathematical consistency.

(6) Debate in the House of Representatives on the conference
report on any concurrent resolution on the budget shall be lim-
ited to not more than 5 hours, which shall be divided equally
between the majority and minority parties. A motion further
to limit debate is not debatable. A motion to recommit the con-
ference 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 disagreed to.

(7) Appeals from decisions of the Chair relating to the appli-
cation of the Rules of the House of Representatives to the pro-
cedure relating to any concurrent resolution on the budget
shall be decided without debate.

(b) PROCEDURE IN SENATE AFTER REPORT OF COMMITTEE, DEBATE;
AMENDMENTS.—

(1) Debate in the Senate on any concurrent resolution on the
budget, and all amendments thereto and debatable motions
and appeals in connection therewith, shall be limited to not
more than 50 hours, except that with respect to any concur-
rent resolution referred to in section 304(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 concur-
rent resolution is in favor of any such amendment, motion, or
appeal, 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 concurrent resolution shall
be received. Such leaders, ar either of them, may, from the
time under their control on the passage of the concurrent reso-
lution, allot additional time to any Senator during the consid-
eration of any amendment, debatagle motion, or appeal.

(3) Following the presentation of opening statements on the
concurrent resolution on the budget for a fiscal y.ar by the
chairman and ranking minority member of the Committee on
the Budget of the Senate, there shall be a period of up to four
hours for debate on economic goals and policies.

(4) Subject to the other limitations of this Act, only if a con-
current resolution on the budget reported by the Committee on
the Budget of the Senate sets forth the economic goals (as de-
scribed in sections 3(a)(2) and 4(b) of the Employment Act of
1946) which the estimates, amounts, and levels (as described in
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section 301(a)) set forth in such resolution are designed to
achieve, shall it be in order to offer to such resolution an
amendment relating to such goals, and such amendment shall
be in order only if it also proposes to alter such estimates,
amounts, and levels in germane fashion in order to be consist-
ent with the goals proposed in such amendment.

(5) A motion to further limit debate is not debatable. A
motion to recommit (except a motion to recommit with instruc-
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 recom-
mit shall be limited to 1 hour, to be equally divided between,
and controlled by, the mover and the manager of the concur-
rent resolution.

(6) Notwithstanding any other rule, an amendment or series
of amendments to a concurrent resolution on the budget pro-
posed in the Senate shall always be in order if such amend-
ment or series of amendments proposes to change any figure or
figures then contained in such concurrent resolution so as to
make such concurrent resolution mathematically consistent or
so as to maintain such consistency.

(c) ActioN oN CONFERENCE REPORTS IN THE SENATE.—

(1) A motion to proceed to the consideration of the confer-
ence report on any concurrent resolution on the budget (or a
reconciliation bill or resolution) 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 (or a message between Houses) on any concurrent reso-
lution on the budget, and all amendments in disagreement,
and all amendments thereto, and debatable motions and ap-
peals in connection therewith, 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 conference
report (or a message between Houses) shall be limited to 1
hour, to be equally divided between, and controlled by, the
mover and the manger of the conference report (or a message
between Houses).

(3) Should the conference report be defeated, debate on any
request for a new conference and the appointment of conferees
shall be limited to 1 hour, to be equally divided between, and
controlled by, the manager of the conference report and the
minority leader or his designee, and should any motion be
made to instruct the conferees before the conferees 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
equal{y divided between and controlled by the mover and the

manager of the conference report. In all cases when the man-
ager of the conference report is in favor of any motion, appeal,
or amendment, the time in opposition shall be under the con-
trol of the minority leader or his designee.
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(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 desig-
nee. No amendment that is not germane to the provisions of
such amendments shall be in received.

(d) CoNCURRENT REsoLuTION Must BE CONSISTENT IN THE
SENATE.—It shall not be in order in the Senate to vote on the ques-
tion of agreeing to—

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

(2) a conference report on a concurrent report on a concur-
rent resolution on the budget unless the figures contained in
such resolution, as recommended in such conference report,

are mathematically consistent.

LEGISLATXON DEALING WITH CONGRESSIONAL BUDGET MUST BE
HANDLED BY BUDGET COMMITTEES

Sec. 306. No bill, resolution, amendment, motion, or conference
report, dealing with any matter which is within the jurisdiction of
the Committee on the Budget of either House shall be considered
in that House unless it is a bill or resolution which has been re-
ported by the Committee on the Budget of that House (or from the
consideration 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 BY JUNE 10

Skec. 307. On or before June 10 of each year, the Committee on
Appropriations of the House of Representatives shall report annual
appropriation bills providing new budget authority under the juris-
diction of all of its subcommittees for the fiscal year which begins

" on October 1 of that year.

REPORTS, SUMMARIES, AND PROJECTIONS OF CONGRESSIONAL BUDGET
ACTIONS

Sec. 308. (a) REPORTS ON LEGISLATION PROVIDING NEW BUDGET
AUTHORITY, NEW SPENDING AUTHORITY, OR NEW CREDIT AUTHORITY,
OR PROVIDING AN INCREASE OR DECREASE IN REVENUES OR TAX Ex-
PENDITURES.—

(1) Whenever a committee of either House reports to its
House a bill or resolution, or committee amendment thereto,
providing new budget authority (other than continuing appro-
priations), new spending authority described in section
401(c)2), or new credit authority, or providing an increase or
decrease in revenues or tax expenditures for a fiscal year (or
fiscal years), the report accompanying that bill or resolution
shall contain a statement, or the committee shall make avail-
able such a statement in the case of an approved committee
amendment which is not reported to its House, prepared after
consultation with the Director of the Congressional Budget

Office—



129

(A) comparing the levels in such measure to the appro-
priate allocations in the reports submitted under section
302(b) for the most recently agreed to concurrent resolu-
tion on the budget for such fiscal year (or fiscal years);

(B) including an identification of any new spending au-
thority described in section 401(c)2) which is contained in
such measure and a justification for the use of such financ-
ing method instead of annual appropriations;

(C) containing a projection by the Congressional Budget
Office of how such measure will affect the levels of such
budget authority, budget outlays, spending authority, reve-
nues, tax expenditures, direct loan obligations, or primary
loan guarantee commitments under existing law for such
fiscal year (or fiscal years) and each of the four ensuing
ﬁsr(:jal years, if timely submitted before such report is filed;
an

(D) containing an estimate by the Congressional Budget
Office of the level of new budget authority for assistance to
State and local governments provided by such measure, if
timely submitted before such report is filed.

(2) Whenever a conference report is filed in either House and
such conference report or any amendment reported in dis-
agreement or any amendment contained in the joint statement
of managers to be proposed by the conferees in the case of
technical disagreement on such bill or resolution provides new
budget authority (other than continuing appropriations), new
spending authority described in section 401(c)(2), or new credit
authority, or provides an increase or decrease in revenues for a
fiscal year (or fiscal years), the statement of managers accom-
panying such conference report shall contain the information
described in paragraph (1), if available on a timely basis. If
such information is not available when the conference report is
filed, the committee shall make such information available to
Members as soon as practicable prior to the consideration of

such conference report.
(b) Up-To-DATE TABULATIONS OF CONGRESSIONAL BUDGET

ACTION.—

(1) The Director of the Congressional Budget Office shall
issue to the committees of the House of Representatives and
the Senate reports on at least a monthly basis detailing and
tabulating the progress of congressional action on bills and res-
olutions providing new budget authority, new spending author-
ity described in section 401(c)(2), or new credit authority, or
providing an increase or decrease in revenues or tax expendi-
tures for each fiscal year covered by a concurrent resolution on
the budget. Such reports shall include but are not limited to an
up-to-date tabulation comparing the appropriate aggregate and
functional levels (including outlays) included in the most re-
cently adopted concurrent resolution on the budget with the
levels provided in bills and resolutions reported by committees
or adopted by either House or by the Congress, and with the
levels provided by law for the fiscal year preceding the first
fiscal year covered by the appropriate concurrent resolution.
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(2) The Committee on the Budget of each House shall make
available to Members of its House summary budget scorekeep-

ing reports. Such reports—
(A) shall be made available on at least a monthly basis,

but in any case frequently enough to provide Members of
each House an accurate representation of the current
status of congressional consideration of the budget;
(B) shall include, but are not limited to, summaries of
tabulations provided under subsection (b)1); and
(C) shall be based on information provided under subsec-
tion (b)(1) without substantive revision.
The chairman of the Committee on the Budget of the House of
Representatives shall submit such reports to the Speaker.

(¢) F1ive-YEAR PROJECTION OF CONGRESSIONAL BUDGET ACTION.—
As soon as practicable after the beginning of each fiscal year, the
Director of the Congressional Budget Office shall issue a 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 tdhe surplus or deficit, if any, for each fiscal year in such
period;

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

(4) entitlement authority for each fiscal year in such period;

and
(5) credit authority for each fiscal year in such period.

HOUSE APPROVAL OF REGULAR APPROPRIATION BILLS

Sec. 309. It shall not be in order in the House of Representatives
to consider any resolution providing for an adjournment period of
more than three calendar days during the month of July until the
House of Representatives has approved annual appropriation bills
providing new budget authority under the jurisdiction of all the
subcommittees of the Committee on Appropriations for the fiscal
year beginning on October 1 of such year. For purposes of this sec-
tion, the chairman of the Committee on Appropriations of the
House of Representatives shall periodically advise the Speaker as
to changes in jurisdiction among its various subcommittees.

RECONCILIATION

Sec. 310. (a) INcLusION OF RECONCILIATION DIRECTIVES IN CON-
CURRENT RESOLUTIONS ON THE BUDGET.—A concurrent resolution on
the budget for any fiscal year, to the extent necessary to effectuate
the provisions and requirements of such resolution, shall—

(1) specify the otal amount by which—

(A) new budget authority for such fiscal year;

(B) budget authority initially provided for prior fiscal
years;

(C) new entitlement authority which is to become effec-
tive during such fiscal year; an

(D) credit authority for such fiscal year, contained in
laws, bills, and resolutions within the jurisdiction of a com-
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mittee, is to be changed and direct that committee to de-
termine and recommend changes to accomplish a change
of such total amount;

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

(3) specify the amounts by which the statutory limit on the
public debt is to be changed and direct the committee having
jurisdiction to recommend such change; or

(4) specify and direct any combination of the matters de-
scribed in paragraphs (1), (2), and (3) (including a direction to
achieve deficit reduction).

(b) LEGisLATIVE PROCEDURE.—If a concurrent resolution contain-
ing directives to one or more committees to determine and recom-
mend changes in laws, bills, or resolutions is agreed to in accord-
ance with subsection (a), and—

(1) only 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 reconciliation legislation containing 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 and submit such recommendations to
the Committee on the Budget of its House, which, upon receiv-
ing all such recommendations, shall report to its House recon-
ciliation legislation carrying out all such recommendations
without any substantive revision.

For purposes of this subsection, a reconciliation resolution is a con-
current resolution directing the Clerk of the House of Representa-
tives or the Secretary of the Senate, as the case may be, to make
splelcidﬁed changes in bills and resolutions which have not been en-
rolled.

(c) CompPLIANCE WiTH RECONCILIATION DIRECTIONS.—(1) Any com-
mittee of the House of Representatives or the Senate that is direct-
ed, pursuant to a concurrent resolution on the budget, to determine
and recommend changes of the type described in paragraphs (1)
and (2) of subsection (a) with respect to laws within its jurisdiction,
shall bi degmed to have complied with such directions—

(A) if—

(i) the amount of the changes of the type described in
paragraph (1) of such subsection recommended by such
committee do no exceed or fall below the amount of the
changes such committee was directed by such concurrent
resolution to recommend under such paragraph by more
than 20 percent of the total of the amounts of the changes
such committee was directed . ) make under paragraphs (1)
and (2) of such subsection, and

(ii) the amount of the changes of the type described in
paragraph (2) of such subsection recommended by such
committee do no exceed or fall below the amount of the
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- changes such committee was directed by such concurrent
resolution to recommend under that paragraph by more
than 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs (1)
and (2) of such subsection, and

(B) if the total amount of the changes recommended by such
committee is not less than the total of the amounts of the
changes such committee was directed to make under para-
graphs (1) and (2) of such subsection.

(2XA) Upon the reporting to the Committee on the Budget of the
Senate of a recommendation that shall be deemed to have complied
with such directions solely by virtue of this subsection, the chair-
man of that committee may file with the Senate appropriately re-
vised allocations under section 302(a) and revised functional levels
and aggregates to carry out this subsection.

(B) Upon the submission to the Senate of a conference report rec-
ommending a reconciliation bill or resolution in which a committee
shall be deemed to have complied with such directions solely by
virtue of this subsection, the chairman of the Committee on the
Budget of the Senate may file with the Senate appropriately re-
vised allocations under section 302(a) and revised functional levels
and aggregates to carry out this subsection.

(C) Allocations, functional levels, and aggregates revised pursu-
ant to this paragraph shall be considered to be allocations, func-
tional levels, and aggregates contained in the concurrent resolution
on the budget pursuant to section 301.

(D) Upon the filing of revised allocations pursuant to this para-
graph, the reporting committee shall report revised allocations pur-
suant to section 302(b) to carry out this subsection.

(d) LIMITATION OF AMENDMENTS TO RECONCILIATION BILLS AND
RESOLUTIONS.—

(1) It shall not be in order in the House of Representatives to
consider any amendment to a reconciliation bill or reconcilia-
tion resolution if such amendment would have the effect of in-
creasing any specific budget outlays above the level of such
outlays provided in the bill or resolution (for the fiscal years
covered by the reconciliation instructions set forth in the most
recently agreed to concurrent resolution on the budget), or
would have the effect of reducing any specific Federal revenues
below the level of such revenues provided in the bill or resolu-
tion (for such fiscal years), unless such amendment makes at
least an equivalent reduction in other specific budget outlays,
an equivalent increase in other specific Federal revenues, or
an equivalent combination thereof (for such fiscal years),
except that a motion to strike a provision providing new
buéiget authority or new entitlement authority may be in
order.

(2) It shall not be in order in the Senate to consider any
amendment to a reconciliation bill or reconciliation resolution
if such amendment would have the effect of decreasing any
specific budget outlay reductions below the level of such outlay
reductions provided (for the fiscal years covered) in the recon-
ciliation instructions which relate to such bill or resolution set
forth in a resolution providing for reconciliation, or would
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have the effect of reducing Federal revenue increases below
the level of such revenue increases provided (for such fiscal
years) in such instructions relating to such bill or resolution,
unless such amendment makes a reduction in other specific
budget outlays, an increase in other specific Federal revenues,
or a combination thereof (for such fiscal years) at least equiva-
lent to any increase in outlays or decrease in revenuet provid-
ed by such amendment, except that a motion to strike a provi-
sion shall always be in order.

(3) Paragraphs (1) and (2) shall not apply if a declaration of
war by the Congress is in effect.

(4) For purposes of this section, the levels of budget outlays
and Federal revenues for a fiscal year shall be determined on
the basis of estimates made by the Committee on the Budget of
lt)he House of Representatives or of the Senate, as the case may

e.

(5) The Committee on Rules of the House of Representatives

may make in order amendments to achieve changes specified

by reconciliation directives contained in a concurrent resolu-

tion on the budget if a committee or committees of the House

fail to submit recommended changes to its Committee on the
Budget pursuant to its instruction.

(e)-PROCEDURE IN THE SENA E.—

(1) Except as provided in paragraph (2), the provisions of sec-
tion 305 for the consideration in the Senate of concurrent reso-
lutions on the budget and conference reports thereon shall -also
apply to the consideration in the Senate of reconciliation bills
reported under subsection (b) and conference reports thereon.

(2) Debate in the Senate on any reconciliation bill reported
under subsection (b), and all amendments thereto and debata-
ble motions and appeals in connection therewith, shall be lim-
ited to not more than 20 hours.

() CoMPLETION OF RECONCILIATION PROCESs.—It shall not be in
order in the House of Representatives to consider any resolution
providing for an adjournment period of more than three calendar
days during the month of July until the House of Representatives
has completed action on the reconciliation legislation for the fiscal
year beginning on October 1 of the calendar year to which the ad-
journment resolution pertains, if reconciliation legislation is re-
quired to be reported by the concurrent resolution on the budget
for such fiscal year.

(g) LIMITATION ON CHANGES TO THE SoCIAL SECURITY AcT.—Not-
withstanding any other provision of law, it shall not be in order in
the Senate or the House of Representatives to consider any recon-
ciliation bill or reconciliation resolution reported pursuant to a
concurrent resolution on the budget agreed to under section 301 or
304, or a joint resolution pursuant to section 258C of the Balanced
Budget and Emergency Deficit Control Act of 1985, or any amend-
ment thereto or conference report thereon, that contains recom-
mendations with respect to the old-age, survivors, and disability in-
surance program established under title II of the Social Security

Act.
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NEW BUDGET AUTHORITY, NEW SPENDING AUTHORITY, AND REVENUE
LEGISLATION MUST BE WITHIN APPROPRIATE LEVELS

Sec. 311. (a) LEGISLATION SUBJECT TO POINT OF ORDER.—Except
as provided by subsection (b), after the Congress has completed
action on a concurrent resolution on the budget for a fiscal year, it
shall not be in order in either the House of Representatives or the
Senate to consider any bill, joint resolution, amendment, motion, or
conference report providing new budget authority for such fiscal
year, providing new entitlement authority effective during such
fiscal year, or reducing revenues for such fiscal year, if—

(A) the enactment of such bill or resolution as reported;

(B) the adoption and enactment of such amendment; or

(C) the enactment of such bill or resolution in the form rec-

onm.mended in such conference report,

would cause the appropriate level of total budget authority or total
budget outlays set forth in the most recently agreed to concurrent
resolution on the budget for such fiscal year to be exceeded, or
would cause revenues to be less than the appropriate level of total
revenues set forth in such concurrent resolution except in the case
that a declaration of war by the Congress is in effect.

(2)(A) After the Congress has completed action on a concurrent
resolution on the budget, it shall not be in order in the Senate to
consider any bill, resolution, amendment, motion, or conference
report that would cause the appropriate level of total new budget
authority or total budget outlays or social security outlays set forth
for the first fiscal year in the most recently agreed to concurrent
resolution on the budget covering such fiscal year to be exceeded,
or would cause revenues to be less than the appropriate level of
total revenues (or social security revenues to be less than the ap-
propriate level of social security revenues) set forth for the first
fiscal year covered by the resolution and for the period including
the first fiscal year plus the following 4 fiscal years in such concur-

rent resolution.
(B) In applying this paragraph—

i)I) estimated social security outlays shall be deemed to be
reduced by the excess of estimated social security revenues (in-
cluding those provided for in the bill, resolution, amendment,
or conference report with respect to which this subsection is
applied) over the appropriate level of Social Security revenues
specified in the most recently agreed to concurrent resolution
on the budget;

(IT) estimated social security revenues shall be deemed to be
increased to the extent that estimated social security outlays
are less (taking into account the effect of the bill, resolution,
amendment, or conference report to which this subsection is
being applied) than the appropriate level of social security out-
lays in the most recently agreed to concurrent resolution on
the budget; and ,

(iiXI) estimated Social Security outlays shall be deemed to be
increased by the shortfall of estimated social security revenues
(including Social Security revenues provided for in the bill, res-
olution, amendment, or conference report with respect to
which this subsection is applied) below the appropriate level of
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social security revenues specified in the most recently adopted
concurrent resolution on the budget; and

(II) estimated social security revenues shall be deemed to be
reduced by the excess of estimated social security outlays (in-
cluding social security outlays provided for in the bill, resolu-
tion, amendment, or conference report with respect to which
this subsection is applied) above the appropriate level of social
security outlays specified in the most recently adopted concur-
rent resolution on the budget; and

(iii) no provision of any bill or resolution, or any amendment
thereto or conference report thereon, involving a change in
chapter 1 of the Internal Revenue Code of 1986 shall be treated
as affecting the amount of social security revenues unless such
provision changes the_income tax treatment of social security

benefits.
The chairman of the Committee on the Budget of the Senate may
file with the Senate appropriately revised allocations under section
302(a) and revised functional levels and aggregates to reflect the
application of the preceding sentence. Such revised allocations,
functional levels, and aggregates shall be considered as allocations,
functional levels, and aggregates contained in the most recently
agreed to concurrent resolution on the budget, and the appropriate
gggmgnittees shall report revised allocations pursuant to section

(b).

(b) ExCEPTION IN THE HOUSE OF REPRESENTATIVES.—Subsection (a)
shall not apply in the House of Representatives to any bill, resolu-
tion, or amendment which provides new budget authority or new
entitlement authority effective during such fiscal year, or to any
conference report on any such bill or resolution, if—

(1) 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 rec-

ommended in such conference report,

would not cause the appropriate allocation of new discretionary
budget authority or new entitlement authority made pursuant to
section 302(a) for such fiscal year, for the committee within whose
jt(llrisdiction such bill, resolution, or amendment falls, to be exceed-
ed.
(c) DETERMINATION OF BUDGET LEVELS.—For purposes of this sec-
tion, the levels of new budget authority, budget outlays, new enti-
tlement authority, and revenues for a fiscal year shall be deter-
mined on the basis of estimates made by the Committee on the
Budget of the House of Representatives or of the Senate, as the

case may be.
EFFECTS OF POINTS OF ORDER

Skc. 312. PoINTS OF ORDER IN THE SENATE AGAINST AMENDMENTS
BeTwEEN THE Houses.—Each provision of this Act that establishes
a point of order against an amendment also establishes a point of
order in the Senate against an amendment between the Houses. If
a point of order under this Act is raised in the Senate against an
amendment between the Houses, and the Presiding Officer sustains
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the point of order, the effect shall be the same as if the Senate had
disagreed to the amendment.

(b) EFFECT OF A POINT OF ORDER ON A BILL IN THE SENATE.—In
the Senate, if the Chair sustains a point of order under this Act
against a bill, the Chair shall then send the bill to the committee
of appropriate jurisdiction for further consideration.

EXTRANEOUS MATTER IN RECONCILIATION LEGISLATION

Sec. 313. (A) IN GENERAL.—When the Senate is considering a
reconciliation bill or a reconciliation resolution pursuant to section
310 (whether that bill or resolution originated in the Senate or the
House® or section 258C of the Balanced Budget and Emergency Def-
icit Control Act of 1985, upon a point of order being made by any
Senator against material extraneous to the instructions to a com-
mittee which is contained in any title or provision of the bill or res-
olution or offered as an amendment to the bill or resolution, and
the point of order is sustained by the Chair, any part of said title
or provision that contains material extraneous to the instructions
to said Committee as defined in subsection (b) shall be deemed
stricken from the bill and may not be offered as an amendment
from the floor.

(b) ExXTRANEOUS PROVISIONS.—(1)(A) Except as provided in para-
graph (2), a provision of a reconciliation bill or reconciliation reso-
lution considered pursuant to section 310 shall be considered extra-
neous if such provision does not produce a change in outlays or rev-
enues, including changes in outlays and revenues brought about by
changes in the terms and conditions under which outlays are made
or revenues are required to be collected (but a provision in which
outlay decreases or revenue increases exa.iiy offset outlay in-
creases or revenue decreases shall not be considered extraneous by
virtue of this subparagraph);

(B) any provision producing an increase in outlays or decrease in
revenues shall be considered extraneous if the net effect of provi-
sions reported by the Committee reporting the title containing the
provision is that the Committee fuils to achieve its reconciliation
instructions;

(C) a provision that is not in the jurisdiction of the Committee
with jurisdiction over said title or provision shall be considered ex-
traneous; or

(D) a provision shall be considered extraneous if it produces
changes in outlays or revenues which are merely incidental to the
non-budgetary components of the provision;

(E) a provision shall be considered to be extraneous if it in-
creases, or would increase, net outlays, or if it decreases, or would
decrease, revenues during a fiscal year after the fiscal years cov-
ered by such reconciliation bill or reconciliation resolution, and
such increases or decreases are greater than outlay reductions or
revenue increases resulting from other provisions in such title in

such year; and
(F) a provision shall be considered extraneous if it violates sec-

tion 310(g).
(2) A Senate-originated provision shall not be considered extrane-

ous under paragraph (1)XA) if the Chairman and Ranking Minority
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Member of the Committee on the Budget and the Chairman and
Ranking Minority Member of the Committee which reported the
provision certify that:

(A) the provision mitigates direct effects clearly attributable
to a provision changing outlays or revenues and both provi-
sions together produce a net reduction in the deficit;

(B) the provision will result in a substantial reduction in out-
lays or a substantial increase in revenues during fiscal years
after the fiscal years covered by the reconciliation bill or rec-
onciliation resolution;

(C) a reduction of outlays or an increase in revenues is likely
to occur as a result of the provision, in the event of new regu-
lation authorized by the provision or likely to be proposed,
court rulings on pending litigation, or relationships between
economic indices and stipulated statutory triggers pertaining
to the provision, other than the regulations, court rulings or
relationships currently projected by the Congressional Budget
Office for score-keeping purposes;

(D) such provision will be likely to produce a 51gn1ﬁcant re-
duction in outlays or increase in revenues but, due to insuffi-
cient data, such reduction or increase cannot be reliable esti-

mated.
(3) A provision reported by a committee shall not be considered

extraneous under paragraph (1(C) if—

(A) the provision is an integral part of a provision or title,
which if introduced as a bill or resolution would be referred to
such committee, and the provision sets forth the procedure to
carry out or implement the substantive provisions that were
reported and which fall within the jurisdiction of such commit-
tee; or

(B) the provision states an exception to, or a special applica-
tion of, the general provision or title of which it is a part and
such general provision or title of which it is a part and such
general provision or title if introduced as a bill or resolution
would be referred to such committee.

(c) When the Senate is considering a conference report on, or an
amendment between the Houses in relation to, a reconciliation bill
or reconciliation resolution pursuant to section 310 , upon—

(1) a point of order being made by any Senator against extra-
neous material meeting the definition of subsections (b)(1)(A),
(b)(1)XB), (bX1XD), (bX1)E), or (bX1)XF), and

(2) such point of order being sustained, such material con-
tained in such conference report or amendment shall be
deemed stricken, and the Senate shall proceed, without inter-
vening action or motion, to consider the question of whether
the Senate shall recede from its amendment and concur with a
further amendment, or concur in the House amendment with a
further amendment, as the case may be, which further amend-
ment shall consist of only that portion of the conference report
or House amendment, as the case may be, not so stricken. Any
such motion in the Senate shall be debatable for 2 hours. In
any case in which such point of order is sustained against a
conference report (or Senate amendment derived from such
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conference report by operation of this subsection), no further
amendment shall be in order.

(c) ExTRANEOUS MATERIALS.—Upon the reporting or discharge of
a reconciliation bill or resolution pursuant to section 310 in the
Senate, and again upon the submission of a conference report on
such a reconciliation bill or resolution, the Committee on the
Budget of the Senate shall submit for the record a list of material
considered to be extraneous under subsections (b)}1)A), (b)1)B),
and (bX1)XE) of this section to the instructions of a committee as
provided in this section. The inclusion or exclusion of a provision
shall not constitute a determination of extraneousness by the Pre-
siding Officer of the Senate.

(d) GENERAL PoINT oF ORDER.—Notwithstanding any other law or
rule of the Senate, it shall be in order for a Senator to raise a
single point of order that several provisions of a bill, resolution,
amendment, motion, or conference report violate this section. The
Presiding Officer may sustain the point of order as to some or all of
the provisions against which the Senator raised the point of order.
If the Presiding Officer so sustains the point of order as to some of
the provisions (including provisions of an amendment, motion, or
conference report) against which the Senator raised the point of
order, then only those provisions (including provisions of an
amendment,motion, or conference report) against which the Presid-
ing Officer sustains the point of order shall be deemed stricken
pursuant to this section. Before the Presiding Officer rules on such
a point of order, any Senator may move to waive such a point of
order as it applies to some or all of the provisions against which
the point of order was raised. Such a motion to waive is amendable
in accordance with the rules and precedents of the Senate. After
the Presiding Officer rules on such a point of order, any Senator
may appeal the ruling of the Presiding Officer on such a point of
order as it applies to some or all of the provisions on which the
Presiding Officer ruled.

(e) DETERMINATION OF LEVELSs.—For purposes of this section, the
levels of new budget authority, budget outlays, new entitlement au-
thority, and revenues for a fiscal year shall be determined on the
basis of estimates made by the Committee on the Budget of the

Senate.

TITLE IV-—ADDITIONAL PROVISIONS TO IMPROVE FISCAL
PROCEDURES BILLS PROVIDING NEW SPENDING AU-

THORITY

Sec. 401. (a) CONTROLS ON LEGISLATION PROVIDING SPENDING
AvuTtHoRITY.—It shall not be in order in either the House of Repre-
sentatives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, as reported to its House
which provides new spending authority described in subsection
(cX2) (A) or (B) , unless that bill, resolution, conference report, or
amendment also provides that such new spending authority as de-
scribed in subsection (c)(2) (A) or (B) is to be effective for any fiscal
year only to such extent or in such amounts as are provided in ap-

propriation Acts.
(b) LEGISLATION PROVIDING ENTITLEMENT AUTHORITY.—
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(1) It shall not be in order in either the House of Representa-
tives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, as reported to its
House which provides new spending authority described in
subsection (cX2)(C) which is to become effective before the first
day of the fiscal year which begins during the calendar year in
which such bill or resolution is reported.

(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution which provides new
spending authority described in subsection (c)2)(C) which is to
become effective during a fiscal year and the amount of new
budget authority which will be required for such fiscal year if
such bill or resolution is enacted as so reported exceeds the ap-
propriate allocation of new budget authority reported under
section 302(b) in connection with the most recently agreed to
concurrent resolution on the budget for such fiscal year, such
bill or resolution shall then be referred to the Committee on
Appropriations 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 ses-
sion) beginning with the day following the day on which it is so
referred. If the Committee on Appropriations of either House
fails to report a bill or resolution.referred to it under this para-
graph within such 15-day period, the committee shall auto-
matically be discharged from further consideration of such bill
or resolution and such bill or resolution shall be placed on the
appropriate calendar.

(3) The Committee on Appropriations 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 res-

olution.

(c) DEFINITIONS.—
(1) For purposes of this section, the term “new spending au-

thority” means spending authority not provided by law on the
effective date of this Act, including any increase in or addition
to spending authority provided by law on such date.

(2) For purposes of paragraph (1), the term “spending author-
ity”’ means authority (whether temporary or permanent)—

(A) to enter into contracts under which the United
States is obligated to make outlays, the budget authority
‘f;c:r which is not provided in advance by appropriation
cts;
(B) to incur indebtedness (other than indebtedness in-
curred under chapter 31 of title 31 of the United States
Code) for the repayment of which the United States is
liable, the budget authority for which is not provided in
advance by appropriation Acts;

(C) to make payments (including loans and grants), the
budget authority for which is not provided for in advance
by appropriations 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
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persons or governments who meet the requirements estab-
lished by such law;

(D) to forgo the collection by the United States of propri-
etary offsetting receipts, the budget authority for which is
not provided in advance by appropriation Acts to offset
such forgone receipts; and

(E) to make payments by the United States (including
loans, grants, and payments from revolving funds) other
than those covered by subparagraph (A), (B), (C), or (D), the
budget authority for which is not provided in advance by
appropriation Acts.

Such term does not include authority to insure or guarantee the
repayment of indebtedness incurred by another person or govern-
ment.

(d) EXCEPTIONS.—
(1) Subsections (a) and (b) shall not apply to new spending

authority if the budget authority for outlays which will result
from such new spending authority is derived—
(A) from a trust fund established by the Social Security
Act (as in effect on the date of the enactment of this Act);
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 Treasury) equivalent
to amounts of taxes (related to the purposes for which such
outlays are or will be made) received in the Treasury
tlglder specified provisions of the Internal Revenue Code of
54.

(2) Subsections (a) And (b) shall not apply to new spending
authority which is an amendment to or extension of the State
and Local Fiscal Assistance Act of 1972, or a continuation of
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.

(3) Subsections (a) and (b) shall not apply to new spending
authority to the extent that—

(A) the outlays resulting therefrom are made by an orga-
nization which is
(i) a mixed-ownership Government corporation (as
defined in section 201 of the Government Corporation
Control Act), or
(ii) a wholly owned Government corporation (as de-
fined in section 101 of such Act)
which is specifically exempted by law from compliance
with any or all of the provisions of that Act, as of the date
of enactment of the Balanced Budget and Emergency Defi-
cit Control Act of 1985; or
(B) the outlays resulting therefrom consist exclusively of
the proceeds of gifts or bequests made to the United States

for a specific purpose.
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LEGISLATION PROVIDING NEW CREDIT AUTHORITY

Sec. 402. (a) CONTROLS ON LEGISLATION PROVIDING NEW CREDIT
AvuTtHoRrITY.—It shall not be in order in either the House of Repre-
sentatives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, as reported to its House,
which provides new credit authority described in subsection (b)(1),
unless that bill, resolution, conference report, or amendment also
provides that such new credit acthority is to be effective for any
fiscal year only to such extent or in such amounts as are provided
in appropriation Acts.

(b) DeFINITION.—For purposes of this Act, the term “new credit
authority” means credit authority (as defined in section 3(10) of
this Act) not provided by law on the effective date of this section,
including any increase in or addition to credit authority provided

by law on such date.
ANALYSIS BY CONGRESSIONAL BUDGET OFFICE

Sec. 403. (a) 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 Appropria-
tions 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 years following
such fiscal year, together with the basis for each such estimate;

(2) an estimate of the cost which would be incurred by State
and local governments in carrying out or complying with any
significant bill or resolution in the fiscal year in which it is to
become effective and in each of the four fiscal years following
such fiscal year, together with the basis for each such estimate;

(3) a comparison of the estimates of costs described in para-
graphs (1) and (2), with any available estimates of costs made
by such committee or by any Federal agency; and

(4) a description of each method for establishing a Federal fi-
nancial commitment contained in such bill or resolution.

The estimates, comparison, and description so submitted shall be
included in the report accompanying such bill or resolution if
timely submitted to such committee before such report is filed.

(b) For purposes of subsection (a)2), the term ‘“local government”
has the same meaning as in section 103 of the Intergovernmental
Cooperation Act of 1968.

(c) For purposes of subsection (a)2), the term ‘‘significant bill or
resolution” is defined as any bill or resolution which in the judg-
ment of the Director of the Congressional Budget Office is likely to
result in an annual cost to State and local governments of
$200,000,000 or more, or is likely to have exceptional fiscal conse-
quences for a geographic region or a particular level of govern--

ment.

53-888 0 - 92 - 6
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[Title V of the Budget Act Relates to Credit Programs])

* * * * * * *
TITLE VI—-BUDGET AGREEMENT ENFORCEMENT
PROVISIONS

SEc. 601. DEFINITIONS AND POINT OF ORDER.
(a) DEFINITIONS.—As used in this title and for purposes of the
Balanced Budget and Emergency Deficit Control Act of 1985:
(1) Maximum deficit amount.—The term “maximum deficit
amount’”’ means—
(A) with respect to fiscal year 1991, $327,000,000,000;
(B) with respect to fiscal year 1992, $317,000,000,000;
(C) with respect to fiscal year 1993, $236,000,000,000;
(D) with respect to fiscal year 1994, $102,000,000,000; and
(E) with respect to fiscal year 1995, $83,000,000,000;

as adjusted in strict conformance with sections 251, 252, and
2?3i $;)sf5the Balanced Budget and Emergency Deficit Control Act
0 .
(2) Discretionary spending limit.—The term ‘“discretionary
spending limit” means—
(A) with respect to fiscal year 1991—

(i) for the defense category: $288,918,000,000 in new
budget authority and $297,660,000,000 in outlays;

(ii) for the international categorg: $20,100,000,000 in
ne\g budget authority and $18,600,000,000 in outlays;
an

(iii) for the domestic category: $182,700,000,000 in
new budget authority and $198,100,000,000 in outlays;

(B) with respect to fiscal year 1992—

(i) for the defense category: $291,643,000,000 in new
budget authority and $295,744,000,000 in outlays;

(i1) for the international category: $20,500,000,000 in
newév budget authority and $19,100,000,000 in outlays;
an

(iii) for the domestic category: $191,300,000,000 in
new budget authority and $210,100,000,000 in outlays;

(C) with respect to fiscal year 1993—

(i) for the defense category: $291,785,000,000 in new
budget authority and $292,686,000,000 in outlngs;

(i1) for the international category: $21,400,000,000 in
ne\calv budget authority and $19,600,000,000 in outlays;
an

(iii) for the domestic category: $:93,300,000,000 in
new budget authority and $221,700,000,000 in outlays;

(D) with respect to fiscal year 1994, for the discretionary
category: $510,800,000,000 in new budget authority and
$534,800,000,000 in outlays; and

(E) with respect to fiscal year 1995, for the discretionary
category: $517,700,000,000 in new budget authority and
$540,800,000,000 in outlays;

as adjusted in strict conformance with section 251 of the Bal-
anced Budget and Emergency Deficit Control Act of 1985.
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(b) POINT OF ORDER IN THE SENATE ON AGGREGATE ALLOCATIONS
FOR DEFENSE, INTERNATIONAL, AND DOMESTIC DISCRETIONARY SPEND-
ING.—
(1) Except as provided in paragraph (3), it shall not be in
order in the Senate to consider any concurrent resolution on
the budget for fiscal year 1992, 1993, 1994, or 1995 (or amend-
ment, motion, or conference report on such a resolution), or
any appropriations bill or resolution (or amendment, motion,
or conference report on such an appropriations bill or resolu-
tion) for fiscal year 1992 or 1993 that would exceed the alloca-
tions in this section or the suballocations made under section
602(b) based on these allocations.

(8) For purposes of this subsection, the levels of new budget
authority and outlays for a fiscal year shall be determined on
the basis of estimates made by the Committee on the Budget of
the Senate.

(4) This subsection shall not apply if a declaration of war by
the Congress is in effect or if a joint resolution pursuant to sec-
tion 258 of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985 has been enacted.

SEc. 602. COMMITTEE ALLOCATIONS AND ENFORCEMENT.

(a) COMMITTEE SPENDING ALLOCATIONS.—

(1) House of representatives.—
(A) Allocation among committees.—The joint explanato-

ry statement accompanying a conference report on a
budget resolution shall include allecations, consistent with
the resolution recommended in the conference report, of
the appropriate levels (for each fiscal year covered by that
resolution and a total for all such years) of —
(i) total new budget authority,
(ii) total entitlement authority, and
(iii) total outlays; among each committee of the
House of Representatives that has jurisdiction over
legislation providing or creating such amounts.

(B) No double counting.—Any item allocated to one com-
mittee of the House of Representatives may not be allocat-
ed to another such committee.

(C) Further division of amounts.—The amounts allocated
to each committee for each fiscal year, other than the
Committee on Appropriations, shall be further divided be-
tween amounts provided or required by law on the date of
filing of that conference report and amounts not so provid-
ed or required. The amounts allocated to the Committee
on Appropriations for each fiscal year shall be further di-
vided between discretionary and mandatory amounts or
programs, as appropriate.

(2) Senate allocation among committees.—The joint explana-
tory statement accompanying a conference report on a budget
resolution shall include an allocation, consistent with the reso-
lution recommended in the conference report, of the appropri-
ate levels of—

(A) total new budget authority;

(B) total outlays; and
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(C) social security outlays; among each committee of the
Senate that has jurisdiction over legislation providing or
creating such amounts.

(3) Amounts not allocated.—
(A) In_the House of Representatives, if a committee re-

. ceives no allocation of new budget authority, entitlement
authority, or outlays, that committee shall be deemed to
have received an allocation equal to zero for new budget
authority, entitlement authority, or outlays.

(B) In the Senate, if a committee receives no allocation
of new budget authority, outlays, or social security outlays,
that committee shall be deemed to have received an alloca-
tion equal to zero for new budget authority, outlays, or
social security outlays.

(b) SUBALLOCATIONS BY COMMITTEES.—

(1) Suballocations by appropriations committees.—As soon as
practicable after a budget resolution is agreed to, the Commit-
tee on Appropriations of each House (after consulting with the
Committee on Appropriations of the other House) shall suballo-
cate each amount allocated to it for the budget year under sub-
section (a)(1)(A) or (a)2) among its subcommittees. Each Com-
mittee on Appropriations shall promptly report to its House
suballocations made or revised under this paragraph.

(2) Suballocations by other committees of the senate.—Each
other committee of the Senate to which an allocation under
subsection (a)X2) is made in the joint explanatory statement
may subdivide each amount allocated to it under subsection (a)
among its subcommittees or among programs over which it has
jurisdiction and shall promptly report any such suballocations
to the Senate. Section 302(c) shall not apply in the Senate to
committees other than the Committee on Appropriations. -

(c) ApPPLICATION OF SECTION 302(f) To THis SeEcTION.—In fiscal
years through 1995, reference in section 302(f) to the appropriate
allocation made pursuant to section 302(b) for a fiscal year shall,
for purposes of this section, be deemed to be a reference to any al-
location made under subsection (a) or any suballocation made
under subsection (b), as applicable, for the fiscal year of the resolu-
tion or for the total of all fiscal years made by the joint explanato-
rg statement accompanying the applicable concurrent resolution on
the budget. In the House of Representatives, the preceding sen-
tence shall not apply with respect to fiscal year 1991.

(d) APPLICATION OF SUBSECTIONS (a) AND (b) To FiscAL YEARs 1992
T0 1995.—In the case of concurrent resolutions on the budget for
fiscal years 1992 through 1995, allocations shall be made under
subsection (a) instead of section 302(a) and shall be made under
subsection (b) instead of section 302(b). For those fiscal years, all
references in sections 302(c), (d), (e), (), and (g) to section 302(a)
shall be deemed to be to subsection (a) (including revisions made
under section 604) and all such relerences to section 302(b) shall be
deen};(:)(}1 )to be to subsection (b) (including revisions made under sec-
tion . :

(e) Pav-As-You-Go ExceptioN IN THE House.—Section 302(f)(1)
and, after April 15 of any calendar year section 303(a), shall not
apply to any bill, joint resolution, amendment thereto, or confer-
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ence report thereon if, for each fiscal year covered by the most re-
cently agreed to concurrent resolution on the budget—
(1) 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 rec-
ommended in such conference report, would not increase the
deficit for any such fiscal year, and, if the sum of any revenue
increases provided in legislation already enacted during the
current session (when added to revenue increases, if any, in
excess of any outlay increase provided by the legislation pro-
posed for consideration) is at least as great as the sum of the
amount, if any, by which the aggregate level of Federal reve-
nues should be increased as set forth in that concurrent resolu-
tion and the amount, if any, by which revenues are to he in-
creased pursuant to pay-as-you-go procedures under section
301(b)8) if included in that concurrent resolution.
(2) Revised allocations.—

(A) As soon as practicable after Congress agrees to a bill

or joint resolution that would have been subject to a point

- of order under section 302(f)(1) but for the exception pro-
vided in paragraph (1), the chairman of the Committee on
the Budget of the House of Representatives may file with
the House appropriately revised allocations under section
302(a) and revised functional levels and budget aggregates
to reflect that bill.

(B) such revised allocations, functional levels, and budget
aggregates shall be considered for the purposes of this Act
as allocations, functional levels, and budget aggregates
contained in the most recently agreed to concurrent reso-
lution on the budget.

[Note.—Section 13112 of the 1990 Reconciliation Act contains the following re-

quirement: '
(D Filing Requirement.—After the convening of the One Hundred Second Con-

gress, the chairman of the Committee on the Budget of the Senate shall file with
the Senate revised and outyear budget aggregates and allocations under section
602(a) consistent with this Act.]

Sec. 603. CONSIDERATION OF LEGISLATION BEFORE ADOPTION OF
BupGeET RESOLUTION FOR THAT FiscAL YEAR.

(a) ADJUSTING SECTION ALLOCATION OF DISCRETIONARY SPEND-
ING.—If a concurrent resolution on the budget is not adopted by
April 15, the chairman of the Committee on the Budget of the
House of Representatives shall submit to the House, as soon as
practicable, a section 602(a) allocation to the Committee on Appro-
priations consistent with the discretionary spending limits con-
tained in the most recent budget submitted by the President under
section 1105(a) of title 31, United States Code. Such allocation shall
include the full allowance specified under section 251(b)2)E)i) of
the Balanced Budget and Emergency Deficit Control Act of 1985.

(b) As soon as practicable after a section 602(a) allocation is sub-
mitted under this section, the Committee on Appropriations shall
make suballocations and promptly report those suballocations to

the House of Representatives.
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SeEc. 604. RECONCILIATION DIRECTIVES REGARDING PAy-As-You-Go
REQUIREMENTS.

(a) INSTRUCTIONS TO EFFECTUATE PAY-As-You-Go IN THE HOUSE oF
REPRESENTATIVES.—If legislation providing for a net reduction in
revenues in any fiscal year (that, within the same measure, is not
fully offset in that fiscal year by reductions in direct spending) is
enacted, the Committee on the Budget of the House of Representa-
tives may report, within 15 legislative days during a Congress, a
pay-as-you-go reconciliation directive in the form of a concurrent
resolution—

(1) specifying the total amount by which revenues sufficient
to eliminate the net deficit increase resulting from that legisla-
tion in each fiscal year are to be changed; and

(2) directing that the committees having jurisdiction deter-
mine and recommend changes in the revenue law, bills, and
resolutions to accomplish a change of such total amount.

(b) CoNSIDERATION OF PAyY-As-You-Go RECONCILIATION LEGISLA-
TION IN THE HOUSE OF REPRESENTATIVES.—In the House of Repre-
sentatives, subsections (b) through (d) of section 310 shall apply in
the same manner as if the reconciliation directive described in sub-
section (a) were a concurrent resolution on the budget.

SEc. 605. APPLICATION OF SECTION 311; POINT OF ORDER.

(a) APPLICATION OF SECTION 311(a).—(1) In the House of Repre-
sentatives, in the application of section 311(a)(1) to any bill, resolu-
tion, amendment, or conference report, reference in section 311 to
the appropriate level of total budget authority or total budget out-
lays or appropriate level of total revenues set forth in the most re-
cantly agreed to concurrent resolution on the budget for a fiscal
year shall be deemed to be a reference to the appropriate level for
that fiscal year and to the total of the appropriate level for that
year and the 4 succeeding years.

(2) In the Senate, in the application of section 311(a)}2) to any
bill, resolution, motion, or conference report, reference in section
311 to the appropriate level of total revenues set forth in the most
recently agreed to concurrent resolution on the budget for a fiscal
year shall be deemed to be a reference to the appropriate level for
that fiscal year and to the total of the appropriate levels for that
year and the 4 succeeding years.

(b) MaximuM DEFicIT AMOUNT POINT OF ORDER IN THE SENATE.—
After Congress has completed action on a concurrent resolution on
the budget, it shall not be in order in the Senate to consider any
bill, resolution, amendment, motion, or conference report that
would result in a deficit for the first fiscal year covered by that res-
olution that exceeds the maximum deficit amount specified for
such fiscal year in section 601(a).

SEc. 606. 5-YEAR BupGeET REsoLuTIONS; BUDGET REsoLuTiONs MusT
CoNFORM TO BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL

Acr oF 1985.

(a) 5-YEAR BUupGET REsoLuTiONS.—In the case of any concurrent
resolution on the budget for fiscal year 1992, 1993, 1994, or 1995,
that resolution shall set forth appropriate levels for the fiscal year
beginning on October 1 of the calendar year in which it is reported
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and for each of the 4 succeeding fiscal years for the matters de-
scribed in section 301(a).

(b) PoINT OF ORDER IN THE HOUSE OF REPRESENTATIVES.—It shall
not be in order in the House of Representatives to consider any
concurrent resolution on the budget for a fiscal year or conference
report thereon under section 301 or 304 that exceeds the maximum
deficit amount for each fiscal year covered by the concurrent reso-
lution or conference report as determined under section 601(a), in-
cluding possible revisions under part C of the Balanced Budget and
Emergency Deficit Control Act of 1985.

(c) PoINT OF ORDER IN THE SENATE.—It shall not be in order in
the Senate to consider any concurrent resolution on the budget for
a fiscal year under section 301, or to consider any amendment to
such a concurrent resolution, or to consider a conference report on
such a concurrent resolution, if the level of total budget outlays for
the first fiscal year that is set forth in such concurrent resolution
or conference report exceeds the recommended level of Federal rev-
enues set forth for that year by an amount that is greater than the
maximum deficit amount for such fiscal year as determined under
section 601(a), or if the adoption of such amendment would result
in a level of total budget outlays for that fiscal year which exceeds
the recommended level of Federal revenues for that fiscal year, by
an amount that is greater than the maximum deficit amount for
such fiscal years as determined under section 601(a).

(d) ApsusTMENTS.—(1) Notwithstanding any other provision of
law, concurrent resolutions on the budget for fiscal years 1992,
1993, 1994, and 1995 under section 301 or 304 may set forth levels
consistent with allocations increased by—

(A) amounts not to exceed the budget authority amounts in
section 251(b)(2)(EXi) and (ii) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 and the composite outlays
per category consistent with them; and

(B) the budget authority and outlay amounts in section
251(b)(1) of that Act.

(2) For purposes of congressional consideration of provisions de-
scribed in sections 251(b)(2)(A), 251(b)(2)(B), 251(b)(2)C), 251(b)2)(D),
and 252(e), determinations under sections 302, 303, and 311 shall
not take into account any new budget authority, new entitlement
authority, outlays, receipts, or deficit effects in any fiscal year of

those provisions.
Sec. 607. EFrecTivE DATE. This title shall take effect upon its date
of enactment and shall apply to fiscal years 1991 to 1995.

TITLE IX—MISCELLANEOUS l;ROVISIONS; EFFECTIVE
DATE

EXERCISE OF RULEMAKING POWERS

Sec. 904. (a) THE PROVISIONS OF THIS TITLE (EXCEPT SECTION 1905)
AND oF TITLES I, III, IV, V, aAND VI (EXCEPT SECTION 601(a)) AND THE
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PROVISIONS OF SECTIONS 701, 703, AND 1017 ARE ENACTED BY THE
CONGRESS—

(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 House, respec-
tively, or of that House to which they specifically apply, and
such rules shall supersede other rules only to the extent that
they are inconsistent 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 III or IV may be waived or suspended in
the Senate by a majority vote of the Members voting, a quorum
being present, or by the unanimous consent of the Senate.

(c) Warver.—Sections 305(b)(2), 305(c)(4), 306, 904(c), and 904(d)
Jnay be waived or suspended in the Senate only by the affirmative
vote of three-fifths of the Members, duly chosen and sworn. Sec-
tions 301(i), 302(c), 302(H, 310(d)2), 310(f), 311(a), 313, 601(b), and
606(c) of this Act and sections 258(a)(4)(C), 2568 A(b)3XC)(i), 258 B(f)(1),
258B(h)(1), 258B(h)(3), 258C(a)5), and 258C(b)1) of the Balanced
Budget and Emergency Deficit Control Act of 1985 may be waived
or suspended in the Senate only by the affirmative vote of three-
fifths of the Members, duly chosen and sworn.

(d) Appeals in the Senate from the decisions of the Chair relating
to any provision of title III or IV or section 1017 shall, except as
otherwise provided therein, be limited to 1 hour, to be equally di-
vided between, and controlled by, the mover and the manager of
the resolution, concurrent resolution, reconciliation bill, or rescis-
sion bill, as the case may be. An affirmative vote of three-fifths of
the Members of the Senate, duly chosen and sworn, shall be re-
quired in the Senate to sustain an appeal of the ruling of the Chair
on a point of order raised under sections 305(b)2), 305(c)4), 306,
904(c), and 904(d). An affirmative vote of three-fifths of the Mem-
bers of the Senate, duly chosen and sworn, shall be required in the
Senate to sustain an appeal of the ruling of the Chair on a point of
order raised under sections 301(i), 302(c), 302(f), 310(d)2), 310(f},
311(a), 313, 601(b), and 606(c) of this Act and sections 258(a)(4)C),
258A(b)(3)C)1), 258B(f)(1), 258B(h)1), 258B(h)3), 258C(a)5), and
258C(b)(1) of the Balanced Budget and Emergency Deficit Control

Act of 1985. :
[Note.—The apparent intent of the Budget Enforcement Act of 1990 is to make the
last sentence of subsection (b) ard the last sentence of subsection (¢) effective
only through September 30, 1995. However, the change was made by amending a
paragraph of law that had been eliminated by an earlier section of the same Act.
See sections 13208(b) and 13112(b) of the Budget Enforcement Act of 1990. The
sections referred to above are described in appendix C.]
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Category 1: Budget Act rules which, on a permanent basis, may
be waived only with a 60-vote super majority in the Senate.

305(b)2)...... Prohibits non germane amendments to budget resolu-
tions (and, by reference, to reconciliation bills).

305(c)4)....... Prohibits non germane amendments to amendments in
disagreement between the House and Senate on
budget resolutions (and, by reference, on reconcilia-
tion bills).

306............... Prohibits consideration of any legislation containing
matter within the jurisdiction of the Budget Com-
mittee except where the bill involved was reported
by the Budget Committee.

904(c)........... Requires a vote of 3/5ths of the membership of the
Senate, i.e. 60 votes, to waive points of order in this
category and category 2 below.

904(d) .......... Requires a vote of 3/5ths of the membership of the
Senate, i.e. 60 votes, to overturn the ruling of the
chair with respect to points of order in this category

and category 2 below.

Category 2: Budget Act and Balanced Budget and Emergency
Deficit Control Act rules which, through September 30, 1995, may
be waived only by a 60-vote super majority in the Senate.

Budget Act sections:

3014) ........... Prohibits consideration of a budget resolution “as re-
ported to the Senate” which would decrease the
social security surplus in any of the fiscal years
covered by the resolution.

302(c)........... Prohibits consideration of any legislation providing
new budget or entitlement authority within the ju-
risdiction of a Committee which has not filed its
“302(b)”’ allocation reports. [Until September 30,
1995, this rule applies only with respect to the Ap-
propriations Committee in accordance with section

602(bX(2).]

(151)
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302(f)........... Prohibits consideration of any legislation which would
violate the 302(a) allocations to Committees of
budget or entitlement authority or would violate
those Committees’ 302(b) suballocations of such au-
thority. (The point of order with respect to the 302(a)
allocations does not apply to the Appropriations
Committee). This section also prohibits consideration
of legislation which would cause the net, status (i.e.,
income over outgo) of the social security program to
be reduced compared to the amounts shown in the
most recent budget resolution. This section applies
on a first year and 5-year aggregate basis.

310(d)X2)...... Requires that amendments to reconciliation bills be
deficit neutral if they would cause a committee’s
revenue or outlay instructions not to be met.

310(f) ........... This section (which applies only to the House) appears
to be included by technical error in the list of sec-
tions for which 60 votes are required for waiver. The
r:ference should be to section 310(g). (See following
item.)

310(g) .c.evvene P:ohibits consideration of any reconciliation bill (or
amendment to one) which contains recommenda-

tions with respect to the social security program.

This is not included in the list of 60-vote points of

order in section 904, but a separate 60-vote require-

ment appears in section 271(b) of the Balanced

Budget and Emergency Deficit Control Act of 1985.

The limitation on including social security matter in

reconciliation is also included in section 313 as de-

scribed below.

311(@) .......... This section prohibits the consideration of legislation
which would violate the budget authority, outlay,
revenue, or net social security totals contained in
the most recent budget resolution.

313 This section, known as the “Byrd Rule”, prohibits the

inclusion of ‘‘extraneous matter” in reconciliation

legislation. Specifically, it prohibits any provision
which:

—has no budget impact (or only incidental
budgetary impact);

—increases spending or decreases revenues to the
extent that the reporting Committee does not
meet its reconciliation instructions;

—is outside the jurisdiction of the reporting
Committee;
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—would cause the Committee’s title in the
aggregate to increase the deficit in any
year beyond the reconciliation period; or
—contains a recommendation concerning the
social security program.
601() .......... Provides that budget resolutions and appropriations
bills must comply with the appropriations caps set
out in section 601(a).
606(c)........... Provides that budget resolutions (and amendments to
them) may not violate the maximum deficit amounts
set forth in section 601 (after all adjustments).

Balanced Budget and Emergency Deficit Control Act sections:

258(a)(4)C)......... Prohibits amendments to the fast-track joint reso-
lution suspending Budget Act restrictions be-
cause of a recession.

258 A(b)X3)XC)i)... Prohibits non germane amendments to fast-track
joint resolution proposing an alternative to a

-sequester order.

258B(H)(1)............ Prohibits consideration of Appropriations Commit-
tee amendments which are not germane or rele-
vant in connecuon with a fast-track joint resolu-
tion modifying a defense sequester.

258B(h)(1)........... Same as preceding item but applies to non Com-
mittee amendments.
258B(h)(3)........... Requires offsetting reductions to any outlay in-

creases in a fast-track joint resolution modifying
a defense sequester.

258C(a)(5) ........... Except when CBO has submitted a recession
report, prohibits consideratinn of a reconcilia-
tion bill under the specia, post-sequester-notice
procedure in section 258C if it would violate the
maximum deficit amount.

258C(b)(1) ........... Applies to the special reconciliation procedure in
section 258C the rules which apply to the consid-
eration of budget resolutions and regular recon-
ciliation bills.
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Category 3: Budget Act rules which may be waived by a majority
of those present and voting.

303(a) .......... Prohibits consideration of legislation having a budget-
ary impact (spending or revenues) which first takes
effect in a year not covered by a budget resolution.

305(d) .......... Prohibits consideration of a budget resolution that is
not mathematically consistent.
401(a) .......... Prohibits consideration of legislation providing new

contract or borrowing authority unless it is subject
to control by appropriations acts.

401(b)1)...... Prohibits consideration of entitlement legislation
which becomes effective earlier than October 1 of
the year in which the bill is reported.

402.......c0nuns Prohibits consideration of legislation providing new
credit authority unless it is subject to control by
appropriations acts.

605(b) .......... Prohibits consideration of legislation causing the maxi-
mum deficit amount to be exceeded for the first
fiscal year covered by the most recent budget resolu-

tion.
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I. Pay-As-You-Go !

SEC. 252. ENFORCING PAY-AS-YOU-GO.

(a) Fiscal Years 1992-1995 Enforcement.—The purpose of this
section is to assure that any legislation (enacted after the date of
enactment of this section) affecting direct spending or receipts that
increases the deficit in any fiscal year covered by this Act will trig-
ger an offsetting sequestration.

(b) Sequestration; Look-Back.—Within 15 calendar days after
Congress adjourns to end a session (other than of the One Hundred
First Congress) and on the same day as a sequestration (if any)
under section 251 and section 253, there shall be a sequestration to
offset the amount of any net deficit increase in that fiscal year and
the prior fiscal year caused by all direct spending and receipts leg-
islation enacted after the date of enactment of this section (after
adjusting for any prior sequestration as provided by paragraph (2)).
OMB shall calculate the amount of deficit increase, if any, in those
fiscal years by adding—

(1) all applicable estimates of direct spending and receipts
legislation transmitted under subsection (d) applicable to those
fiscal years, other than any amounts included in such esti-
mates resulting from—

(A) full funding of, and continuation of, the deposit in-
surance guarantee commitment in effect on the date of en-
actment of this section, and

(B) e(aimergency provisions as designated under subsection
(e); an

(2) the estimated amount of savings in dircct spending pro-
grams applicable to those fiscal years resulting from the prior
year’s sequestration under this section or section 253, if any
(except for any amounts sequestered as a result of a net deficit
increase in the fiscal year immediately preceding the prior
fiscal year), as published in OMB’s end-of-session sequestration
report for that prior year.

(c) Eliminating a Deficit Increase.—

(1) The amount required to be sequestered in a fiscal year
under subsection (b) shall be obtained from non-exempt direct
spending accounts from actions taken in the following order:

(A) First.—All reductions in automatic spending in-
creases specified in section 256(a) shall be made.

(B) Second.—If additional reductions in direct spending
accounts are required to be made, the maximum reduc-
tions permissible under sections 256(b) (guaranteed student
loans) and 256(c) (foster care and adoption assistance) shall

be made.

1 Sec. 252 of the Balanced Budget and Emergency Deficit Control Act of 1985, as amended.
(157
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(C) Third.—
(i) If additional reductions in direct spending ac-

counts are required to be made, each remaining non-
exempt direct spending account shall be reduced by
the uniform percentage necessary to make the reduc-
tions in direct spending required by paragraph (1),
except that the medicare programs specified in section
256(d) shall not be reduced by more than 4 percent
and the uniform percentage applicable to all other
direct spending programs under this paragraph shall
be increased (if necessary) to a level sufficient to
achieve the required reduction in direct spending.

(ii) For purposes of determining reductions under
clause (i), outlay reductions (as a result of sequestra-
tion of Commodity Credit Corporation commodity
price support contracts in the fiscal year of a seques-
tration) that would occur in the following fiscal year
shall be credited-as outlay reductions in the fiscal year
of the sequestration.

(2) For purposes of this subsection, accounts shall be assumed

to be at the level in the baseline.

(d) OMB Estimates.—As soon as practicable after Congress com-
pletes action on any direct spending or receipts legislation enacted
after the date of enactment of this section, after consultation with
the Committees on the Budget of the House of Representatives and
the Senate, CBO shall providle OMB with an estimate of the
amount of change in outlays or receipts, as the case may be, in
each fiscal year through fiscal year 1995 resulting from that legis-
lation. Within 5 calendar days after the enactment of any direct
spending or receipts legislation enacted after the date of enactment
of this section, OMB shall transmit a report to the House of Repre-
sentatives and to the Senate containing such CBO estimate of that
legislation, an OMB estimate of the amount of change in outlays or
receipts, as the case may be, in each fiscal year through fiscal year
1995 resulting from that legislation, and an explanation of any dif-
ference between the two estimates. Those OMB estimates shall be
made using current economic and technical assumptions. OMB and
CBO shall prepare estimates under this paragraph in conformance
with scorekeeping guidelines determined after consultation among
the House and Senate Committees on the Budget,-CBO, and OMB.

(e) Emergency Legislation.—If, for fiscal year 1991, 1992, 1993,
1994, or 1995, a provision of direct spending or receipts legislation
is enacted that the President designates as an emergency require-
ment and that the Congress so designates in statute, the amounts
of new budget authority, outlays, and receipts in all fiscal years
through 1995 resulting from that provision shall be designated as
an emergency requirement in the reports required under subsec-

tion (d).
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I1. Social Security !

SEC. 13301. OFF-BUDGET STATUS OF OASDI TRUST FUNDS.

(a) Exclusion of Social Security from All Budgets.—Notwith-
standing any other provision of law, the receipts and disburse-
ments of the Federal Old-Age and Survivors Insurance Trust Fund
and the Federal Disability In‘ irance Trust Fund shall not be
counted as new budget authorit,, outlays, receipts, or deficit or sur-
plus for purposes of—

(1) the budget of the U.S. Government as submitted by the
President,
(2) the congressional budget, or
f(i3s))8t5he Balanced Budget and Emergency Deficit Control Act
0 .

(b) Exclusion of Social Security From Congressional Budget.—
Section 301(a) of the Congressional Budget Act of 1974 is amended
bg adding at the end the following: ‘The concurrent resolution
shall not include the outlays and revenue totals of the old age, sur-
vivors, and disability insurance program established under title II
of the Social Security Act or the related provisions of the Internal
Revenue Code of 1986 in the surplus or deficit totals required by
this subsection or in any other surplus or deficit totals required by
this title.”.

SEC. 13302. PROTECTION OF OASDI TRUST FUNDS IN THE HOUSE OF REP-
RESENTATIVES.

(a) In General.—It shall not be in order in the House of Repre-
sentatives to consider any bill or joint resolution, as reported, or
any amendment thereto or conference report thereon, if, upon en-
actment—

(1XA) such legislation under consideration would provide for
a net increase in OASDI benefits of at least 0.02 percent of the
present value of future taxable payroll for the 75-year period
utilized in the most recent annual report of the Board of Trust-
ees provided pursuant to section 201(c)(2) of the Social Security
Act, and (B) such legislation under consideration does not pro-
vide at least a net increase, for such 75-year period, in OASDI
taxes of the amount by which the net increase in such benefits
exceeds 0.02 percent of the present value of future taxable pay-
roll for such 75-year period,

(2XA) such legislation under consideration would provide for
a net increase in OASDI benefits (for the 5-year estimating
period for such legislation under consideration), (B) such net
increase, together with the net increases in OASDI benefits re-
sulting from previous legislation enacted during that fiscal
year or any of the previous 4 fiscal years (as estimated at the
time of enactment) which are attributable to those portions of
the 5-year estimating periods for such previous legislation that
fall within the 5-year estimating period for such legislation
under consideration, exceeds $250,000,000, and (C) such legisla-
tion under consideration does not provide at least a net in-
crease, for the 5-year estimating period for such legislation

! Sections of the Budget Enforcement Act of 1990 (P.L. 101-508).
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under consideration, in OASDI taxes which, together with net
increases in OASDI taxes resulting from such previous legisla-
tion which are attributable to those portions ofp the 5-year esti-
mating periods for such previous legislation that fall within
the 5-year estimating period for such legislation under consid-
eration, equals the amount by which the net increase derived
under subparagraph (B) exceeds $250,000,000;

(3)XA) such legislation under consideration would provide for
a net decrease in OASDI taxes of at least 0.02 percent of the .
present value of future taxable payroll for the 75-year period
utilized in the most recent annual report of the Board of Trust-
ees provided pursuant to section 201(c)(2) of the Social Security
Act, and (B) such legislation under consideration does not pro-
vide at least a net decrease, for such 75-year period, in OASDI
benefits of the amount by which the net decrease in such taxes
exceeds 0.02 percent of the present value of future taxable pay-
roll for such 75-year period, or

(4)X(A) such legislation under consideration would provide for
a net decrease in OASDI taxes (for the 5-year estimating
period for such legislation under consideration), (B) such net
decrease, together with the net decreases in OASDI taxes re-
sulting from previous legislation enacted d-ring that fiscal
year or any of the previous 4 fiscal years (as estimated at the
time of enactment) which are attributable to those portions of
the 5-year estimating periods for such previous legislation that
fall within the 5-year estimating period for such legislation
under consideration, exceeds $250,000,000, and (C) such legisla-
tion under consideration does not provide at least a net de-
crease, for the 5-year estimating period for such legislation
under consideration, in OASDI benefits which, together with
net decreases in OASDI benefits resulting from such previous
legislation which are attributable to those portions of the 5-
year estimating periods for such previous legislation that fall
within the 5-year estimating period for such legislation under
consideration, equals the amount by which the net decrease de-
rived under subparagraph (B) exceeds $250,000,000.

(b) Application.—In applying paragraph (3) or (4) of subsection
(a), any provision of any bill or joint resolution, as reported, or any
amendment thereto, or conference report thereon, the effect of
which is to provide for a net decrease for any period in taxes de-
scribed in subsection (c)(2)(A) shall be disregarded if such bill, joint
resolution, amendment, or conference report also includes a provi-
sion the effect of which is to provide for a net increase of at least
an equivalent amount for such period in medicare taxes.

(c) Definitions.—For purposes of this subsection:

(1) The term “OASDI benefits” means the benefits under the
old-age, survivors, and disability insurance programs under
title II of the Social Security Act.

(2) The term “OASDI taxes” means—
(A) the taxes imposed under sections 1401(a), 3101(a),

and 3111(a) of the Internal Revenue Code of 1986, and
(B) the taxes imposed under chapter 1 of such Code (to
the extent attributable to section 86 of such Code).
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(3) The term “medicare taxes’’ means the taxes imposed
under sections 1401(b), 3101(b), and 3111(b) of the Internal Rev-

enue Code of 1986.
(4) The term “previous legislation’ shall not include legisla-

tion enacted before fiscal year 1991.

(5) The term “5-year estimating period” means, with respect
to any legislation, the fiscal year in which such legislation be-
comes or would become effective and the next 4 fiscal years.

(6) No provision of any bill or resolution, or any amendment
thereto or conference report thereon, involving a change in
chapter 1 of the Internal Revenue Code of 1986 shall be treated
as affecting the amount of OASDI taxes referred to in para-
graph (2)(B) unless such provision changes the income tax
treatment of OASDI benefits.

ggg.A}I:‘SSOS. SOCIAL SECURITY FIREWALL AND POINT OF ORDER IN THE
[Note: The Senate provisions are incorporated into section
301(i), 302, and 311 of the Congressional Budget Act. See ap-

pendix B.]
PROHIBITION AGAINST SOCIAL SECURITY PROVISIONS IN RECONCILIA-

TION
See section 310(g) of the Congressional Budget Act, in appendix

B.
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24 TAX EXPEND]TURBS

Part Two-26

Table 24-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX

( milore of dolern)
Ovtey Equvaons Aoverne Lowe
Owvecrpaon Corporssone ndvduah
1% 192 "
1 (] 10 1" ) )
National defense:
Exunm o Wn and allowances 10 smed lorces ped-
2345 2400 2460 2010 2060 2110
lnhmcuoml um
Exclusion of come eamed abroad by United States otizens 24% 263 2810 1675 1,700 1095
Exclusion of income of formgn s34 COPOrAdONS .................. 1,545 1.7% 1925 1.050 1175 1,310
Delerral of income trom controlled m-m cnkum
Normal tax method -200 -200 ~200 -200 -200 -200
Reference Lax method
lnventory propery sales source nules excepbon . " 420 4440 4,680 28715 3020 3170
Interest allocation rues exoeption for certan !nuud oper-
abons 135 1490 150 90 9% 100
Total (aher ‘ 8,190 8.740 9345
General science, vpace, and technology
[3 g of reseavch and P
Normal tax method 1.800 1,895 1,995 1,770 1,885 1,985 k) 0 X
Relference tax method
Credd lor increasng research actvities 1,070 435 - 705 b2 f— - 10 —
S of the ak of ch and
TotaJ (aher 4,055 2920 2220
nergy:
€ 9 of and costy
Ol and gas et o -315 -90 L] -5 -45 60 -100 -45 =]
Other fueis 3 3% L] 2 30 kL3 H 5 H
Excess of percentsge over cost depiebon:
Ol and gas 735 760 79 95 95 100 40 475 500
Othes fuels .. V. 40 25 280 150 160 170 10 15 15
CWmlm.mmdmmem - 10 10 15 - 10 10
E-mummsuuwwmmm
ment bonds for energy facibes 185 185 190 125 125 130
New gy credd 110 65 % 5 45 2
AR fuet p credt 380 670 995 205 380 530 50 90 130
Alcohol fuel credd ' 80 210 * 80 210
Excepbon from passive loss kmdabon for working wnterests in
od and gas p 100 100 100 80 L] ]
Total (after i 1,040 1,460 1895
anunl resources and emlmmml
g of D costs, nonfuel
mmerais . 45 45 50 40 40 45 5 5 5
Elussdm«mwmmmwolma 205 30 365 210 20 5 20 % 2
Capdal gans of ron ore . N ¢ ¢ N *
Captal gans treatment of certan bmber ncome .. ... 5 10 15 5 ] 10
S0 50 S0 45 &5 45 5 5 H

Specat rules for mvung reciamabon reserves ... .
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THE BUDGET FOR FISCAL YEAR 1993

Part Two-26
Table 24-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX~—Continued
 alors of dulers)
Ouley Eqdaion Aovens Lass
"t e 1"
" "e "o " e "
2000 1985 1,085 120 1.3%0 1350
18 1S 135 0 0 &5 L)
0 ] “5 25 2 0 1 1% %
2% 2 * 10 15 15 15 15 ®
290| 2085 3000
450 320 100 50 % 2 400 E 160
180 155 145 5 50 & 105 105 100
10 18 15 10 10 10
3 % 105 4 0 Y
s 550 e I B —
%0 0 40 7 0 20
10 15 10 15 2
od4s5| om0l 1028 [ 110 | reis| e8| ases

wnmmmmmmmm

oo
Tax i d certain Pani 40 4 45 k. 0 K
Smal e y deduction 155 160 175 105 110 120
Emum of RIC expenses from e 2% Moor misoelanecus
Remized deduction §10 650 740 2 @0 545
Exclusion of interest on small issue industriel development
bonds 1725 1,680 1815 1175 1,160 1.100
Exclusion of interest on owner-oocupied morigage subsidy
bonds ........... 27 245 2575 2185 2220 210
Exclusion of interest on State and local debt Jor rental hous-
1,505 1,490 1475 1,025 1015 1.005
Deductidiity of morigage intersst on owner-oocupied homes . 40000 | 42000) 42900 400690 | 42000 ] 42900
MM of State and Local property tax on owner-oou-
10.735 11,810 12,605 10.735 11.610 12.605
mdmmmtmmmu .......... 4 785 820 195 €05 210 550 500 610
rﬁm(mmm.m.tmnm \
Nommal tax method 3.050 4,600 §.500 2205 3310 3,600
Rk tax method

Ordinary income treatment of loss from small business corp.

Slock sale 2 2 2 20 2 2
Delerral of capital gains on home sales ................... 12635 | 13285 13,925 12635, 13.265( 1392
inm d capkal gains on home sales for persons age %

4,255 4200 4395 320 3250 3.340

mmamm MONH i -~ | 32750) 36025] 46120 243651 26000f 2140

Canyover basis of capal gains on gifS. ..o 125 135 145 15 135 145
deprecialion on rental housing:

Normal tax method 14% 1325 1255 95 885 80 495 @0 &5
Acceleraied depreciation of bulkdings other than rental hous

g

Normal tax method 5810 5,755 5745 4,100 4120 4110 1,650 1,635 1.635

R tax method
Acoeleraied depreciation of machinery and equipment:

Normal tax method 18725] 17206 19,505 U0 1395 15750 3.99% 3290 arss

R tax method
AMOCKZIBON OF SUMUD COBI ..cccreore e rcemssnsecrstsessomssnes 180 190 205 ¥ 3 L] 145 155 165
Reduced raies on the first $100,000 of corporate income:

Normal tax method 4310 445 4820 250 2940 3180

Relerence tax method
Exception from passive loss rules for $25,000 of rental loss . 1635 1995 8315 6095 6,385 6.640
Troatment of Alaska Native COrPOTRBONS ...............oumsmsmnss 170 120 85 170 120 8
Permanent exceptions from imputed interest nies ................ 135 1% 140 . . . 1% 135 140

Total (19r FNSMACHONS) ..comsomesmsnrsosrsssmsmmnserrereree | 145,886 1 152,195 | 168,085
Transportation: -
Deferral of tax on Shipping COMPINIS ......ccoosecereemcscecnomns 135 145 160 135 145 100
Community and Regional Development
Credit for low-income housing ivestments .............c... 810 1,000 1,100 160 210 20 650 850 0
Invesiment credit for rehabiltation of stuchres (other M
historic) [ ] ] 90 k k] 2 (] () 0
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2. TAX EXPENDITURES Part Two-27
Table 24-1. ESTMATES FOR TAX EXPENINTURES N THE INCOME TAX—Continued
" nllens of Gty
Ovtey Eqivaton Rovense Lost
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- had hd [ [} ) [ ) 1%
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and jon laclibes 935 1,000 1,115 63§ 700 70
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Total (aher & 1.905 2250 24%
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E of hp and & Np INCOMe;
Normal tax method 750 815 080 685 140
Relarence tax method
Exclusion of interest on State and locel shudent loan bond 60 ars 405 20 200
Exclusion of interest on State and local debt for private non-
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[ 10 10 5 ] 10
@0 4% 500 40 “s 450
1.805 1920 2,030 525 550 580 1280 1310 1450
30 355 0 5 290 %
4450 4,745 4650
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Crodi for disabled 800838 QXDNIRNES —..............cccocvvrnces 85 175 20 50 100 120 10 -] 0
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Exch dunnd Medcars benelts 8235| 9085| 985 e7s| 7415|8045
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60085 65380 712

20 o 25 0 310 35
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idual Ret 8200| 770| 1180 63%0| 5910 5475
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170 175 160 125 130 135
) 2 2 2 2 2
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Deductibity of CasusZy 105383 .......... . 35 325 30 255 200 25
Eamed income credit? 2655 3000| 3u8s 2200 2600| 2m0

Total (afer i jons) 83.660 87.960 91,985
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Part Two-28 _TIE BUDGET FOR FISCAL YEAR 1993
Table 24-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
W milons of dobers)
Outey oot - Thewnerew 7T
) 1= e 1
1 192 " "wh e "
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Total (sher ) 2435 2935| 24490 .
Vaterans benefits and services:
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Exclusion of veterans 0 80 ] 0 & 0
Exclusion of G bl benefits .. s 4 50 s 45 50
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APPENDIX F

Outlays Under Finance Committee Expenditure Accounts for
Fiscal Years 1993-1997 (CBO baseline projections—in millions
of dollars)
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OUTLAYS UNDER FINANCE COMMITTEE EXPENDITURE ACCOUNTS FOR FY 1993-1997

[CBO baseline projections—in millions of dollars]

Fiscal year—

1993 1993-1997
Social Security (OASDI) ........coocvevvivervirnierireeresissesseseseeseneenns 300,565 1,682,303
MEAICATE ......oecvvrrereerccrs it sesssses s sessessssssssesees 142,665 897,487
MEAICAIL...........coovvrrermrmmsnnncssessssssessserssesssssssssssesssssssssssssssssessesees 79,590 507,737
Maternal and Child Health.................ccoovvvuernnernnereisiressenennne 659 3,543
Supplemental Security INCOME.............covevverermreenneeeneirserennneen. 18,415 107,901
AFDC and Child SUPPOMt .........cooeveeeireeierereeeescsscssssessanee 15,804 85,584
AFDC work & training (JOBS) ..........ovevuerrrcreomcrrensserssnsssenne 730 4,560
Earned Income Tax Credit............coccovvvverneeneennernennesneessssenens 1,759 51,100
Child Health Tax Credit..............co.covevrenvinerrniernesiecsssessesenee. 583 3,334
Foster Care/Adoplion................coecccveerrreenreeesisensrrensresnsssssnnsesses 2,774 17,783
Child Welfare Services / Training............eevvvvvvrrerrenrenreesnreennee 281 1,501
SOCHAl SEIVICES .....ovvvvvrrerirenrieseissesssesss s sasessassssssssssaseses 2,800 14,000
Unemployment Compensation ...............cocuevviveeronronnsssnesesnsnnee 26,276 130,192
Trade AdJUSEMENL ..o sssiseeseeee 221 1,050
Puerto Rico Tax Rebates.............cccovuevvvvirmnrnreeressrenerenessninnee 212 1,360
Puerto Rico Customs Rebates............co.ovveivevvrrrncrnernerinnrinnn. 145 780
Public Debt Administration .............c.covevevvrinmecirsereserensreresennee 195 1,085
Interest on Public Debt...............oveereeeeeecreee e 315,658 1,807,557
Interest on Tax REfUNdS ...........c..c..cvevieiceeinnernieesiresssnns 2,272 11,002
Pension Benefit Guaranty COrp. ...........coevueeevecrecseresinnecsnens —487 —2,206
U.S. Trade Representative.............c...cocerverreerrenrnnciveenrvensennnnannn. 21 117
International Trade COMMISSION.............ccoeveumemcrncereeeeceseneecenns 44 240
Customs—general administration.............c....ccocovemerrrmsrvennrerenne. 1,341 7,291
Customs—air interdiction ...............oeveveereevesrrcrenereiesieninee 191 964
Customs Refunds, Forfeitures, etC. ........c.ocevvrvervrrvrreeriniennne. 211 1,175
TAX COUM ....o..eeoe ettt sse s e sassseseneanee 33 181
Internal REVENUE SEIVICE .............cvvveerurernrrieeeineerissssasenes 6,928 38,236
Totals:
- Social Security (OASDI).........eevveevecrerrerserssessseseanenes 300,565 1,682,303
Other (except interest) ..........coc.cvevvermmerreecreriseessessessnenses 309,726 1,885,969




