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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET ACT ON
FINANCE COMMITTEE

The Congressional Budget Act of 1974 (titles I-IX of Public Law
93-344), provides the mechanisms and procedures for Congress to
establish its own annual Federal budget and to consider spending,
revenue, and debt limit legislation in the context of that budget.
The provisions of the act have a number of effects on the consider-
ation of legislation handled by the Committee on Finance. The
major provisions affecting the Finance Committee are the follow-
ing:
1. By March 15 of each year, the Finance Committee must
submit a report to the Budget Committee estimating the effect that
Finance Committee legislation will have on expenditures, revenues,
and the debt limit during the next fiscal year, and presenting the
committee’s views and estimates with respect to revenues and the
debt limit. (Last year’s report appears in Appendix A.)

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

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

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

5. In September of each year, Congress debates and adopts a con-
current resolution setting appropriate spending, revenue, and debt
limit levels for the coming fiscal year. The resolution can direct the
Finance Committee to report legislation raising taxes or cutting
back on spending programs within the committee’s jurlsdlctlon
The overall spending and revenue totals in the second resolution
are binding.

(1)



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

1. Overall View

OUTLINE OF CONGRESSIONAL BUDGET PROCESS UNDER
PUBLIC LAW 93-344

On April 15 of each year, the Budget Committees of the House
and Senate report to their respective Houses a concurrent resolu-
tion which is, in effect, a congressional budget document setting
forth appropriate levels for spending, revenues and public debt for
the coming fiscal year. The spending levels are broken down into
functional categories (such as “health,” “income security,” “nation-
al 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 (by May 15), the reso-
lution represents congressional judgment of the appropriate fiscal
situation for the coming year, although the amounts set forth in it
are not binding.

After the May 15 adoption of the concurrent resolution, action on
spending and revenue bills proceeds through early September. In
the first half of September, a second concurrent resolution on the
budget is considered by the Congress, which revises or reaffirms
the earlier resolution and which can direct the appropriate com-
mittees to report legislation changing spending, revenue, or debt
limit levels (or any combination of the three). Upon adoption of the
resolution, committees directed to do so are to report the legisla-
tion called for by the resolution, and this legislation is then debat-
ed by Congress as part of a “reconciliation bill.” Public Law 93-344
calls for action on this reconciliation bill to be completed by Sep-
tember 25, 5 days before the start of the new Federal fiscal year,
which will run from October 1 to September 30.

WAIVER OF RULES REGARDING BUDGET PROCEDURE

All the rules applicable to Senate procedures under the Congres-
sional Budget Act can be suspended by a majority vote of the
Senate. In addition, the act includes a special waiver procedure in
connection with the provisions requiring that authorization bills
not be acted on after May 15 and that revenue, debt limit, and
spending bills (including social security, welfare, etc.) not be acted
on before May 15. If a committee wished to have such legislation
considered outside of the prescribed time, it would report out a res-
olution providing for a waiver of the rule. This resolution 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 approved by the Budget Commit-
tee (or after 10 days in any case), the resolution of waiver would be
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voted upon by the Senate, and, if it is approved, the Senate could
proceed to consider the legislation.

2. Impact of Public L.aw 93-344 on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDRDERAL SPENDING

Annual report to Budget Committee.—Each year. prior to the con-
sideration of the first concurrent resolution on the budget, each
committee is required to make a report to the Budget Committee
estimating the amount of additional Federal spending during the
coming fiscal year which will result from legislation under the
committee’s jurisdiction. By statute this report is due no later than
March 15. In recent years, the Budget Committee has sent letters
to each- committee requesting that views also be provided with re-
spect to the 5-year budgetary outlook.

Report after adoption of concurrent budget resolution.—The con-
ference report on each budget resolution allocates the outlay and
budget authority totals among the various committees. Each com-
mittee is then required, after consultation with the appropriate
counterpart committee in the House of Representatives, to subdi-
vide its allocation of new budget authority and outlays among the
programs under its jurisdiction (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 resolution.

Limitation on consideration of spending bills.—The Congression-
al Budget Act provides that bills involving entitlement programs
(such as welfare or medicaid) and bills directly increasing budget
authority (such as social security or unemployment insurance) may’
not be considered in the Senate prior to the adoption of the first
concurrent budget resolution. This requirement may be waived
under the special waiver procedure or by a majority vote of the
Senate to suspend this rule. The act also requires that action on
legislation of this type be completed by the seventh day after Labor
Day. In addition, entitlement legislation (other than trust fund leg-
islation) reported after January 1 of any year may not have an e%-
fective date prior to October 1 of that year. }

Deadline for reporting authorizing legislation.—Legislation which
authorizes appropriations (but does not necessarily require them)
has to be reported by May 15 preceding the fiscal year for which
the appropriations are authorized. (The act includes a procedure
under which this deadline may be waived by Senate resolution; the
rule may also be suspended by a majority vote of the Senate.) The
Committee on Finance has jurisdiction over some programs which
fall in this category, such as grants to States for child welfare serv-
ices and for maternal and child health. However, if such authoriza-
tions are included in social security trust fund bills (which may not
be reported prior to May 15), this provision does not apply.

Impact of concurrent budget resolutions on legislation.—The first
concurrent resolution, which is to be passed by May 15, sets targets
for spending in various areas. A second concurrent resolution is to
be passed in mid-September, and this resolution not only sets ap-
propriate spending levels but may direct the committees having ju-
risdiction over spending legislation to report measures to rescind

\
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previously enacted spending authority so as to bring spending for
the coming fiscal year within the levels determined to be appropri-
ate. In the case of the Committee on Finance, this may include a
requirement that the committee report legislation to defer or
reduce benefits under entitlement programs, including both trust
fund programs (such as unemployment insurance or social security)
and non-trust-fund programs (such as welfare, social services or
medicaid). !

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

While the budget totals included in the first resolution are in the
nature of targets and are not strictly mandatory, they tend to es-
tablish fairly firm guidelines within which the Congess considers
legislation affecting revenues and spending. Thus, if unrealistic as-
sumptions or objectives are used in setting first resolution totals,
committees may subsequently find their ability to act on desired
legislation impaired. ‘

Appropriations Committee review of entitlement bills.—Legisla-
tion in such areas as supplemental security income, welfare, social
services, or medicaid creates an entitlement to payments on the
part of individuals or State or local governments even though these
programs are funded through appropriations acts. The Congression-
al Budget Act requires that any future legislation which would
create new entitlement programs or increase existing ones must be
referred to the Appropriations Committee for a period of 15 days
after it is reported by the substantive committee, if its enactment
would exceed the amount provided for in the most recent budget
resolution. The Appropriations Committee 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 propose a further amendment to conform the legisla-
tion to that funding limit. .

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

In the past, 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



6

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. The text of the provision
reads as follows:

“No disbursement may be made from the appropriation to
the Treasury Department entitled ‘Bureau of Internal Revenue
Refunding Internal-Revenue Collections’ except (a) refunds due
from any credit provision of the Internal Revenue Code en-
acted prior to January 1, 1978.”. (Sec. 304, P.L. 95-355.)

Report on spending legislation.—The Budget Act requires the
committee, in reporting legislation involving increased spending, to
include in the report information showing how that spending com-
pares with the amount of spending provided for in the most recent
concurrent budget resolution and showing the extent to which the
legislation provides financial aid to States and localities. In addi-
‘tion, the report is required, to the extent practicable, to provide a
projection for five fiscal years of the spending which will result

from the legislation.
LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

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

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

The exact wording of this provision of the Budget Act is not en-
tirely clear. In 1978, the Senate Budget Committee adopted the po-
sition that this restriction required that there be no increase or de-
crease in revenues to become effective in the next fiscal year for
which no budget resolution had been adopted. In other words,
under this interpretation, there would always be one “closed year”
for which no revenue change could be considered. Consequently, a
point of order was raised during the consideration of the 1978 tax
cut bill (H.R. 13511) against an amendment by Senator Roth on the
grounds that it provided for a revenue change effective in fiscal
year 1980. (The first budget resolution for fiscal year 1980 would
not have been adopted until approximately May 15, 1979.) The posi-
tion of the Finance Committee was that this restriction in the
Budget Act only applied from the beginning of the calendar year,
when the process of developing the fiscal 1980 budget resolution
has begun. Once that resolution has been approved, revenue
changes may be considered throughout the remainder of the calen-
dar year which would be effective for the fiscal year to which the
resolution applies and for any future fiscal year.
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The point of order raised by the Budget Committee was sus-
tained by the Chair, but the ruling of the Chair was overturned by
the Senate on a vote of 38 to 48. This occurred on October 5, 1978.

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

Required report on tax expenditures.—The 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. The law requires that the committee
report accompanying legislation to provide new or increased tax ex-
penditures include information as to how such legislation will
affect the level of tax expenditures under existing law. The report
will also have to include (to the extent practicable) a projection of
the tax expenditures resulting from the legislation over a period of

five fiscal years.
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Chart 1

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, the Committee on
the Budget is required by April 15 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, surplus or deficit, and
related matters. To assist the Budget Committee in making the
judgments necessary to develop such a budget, the Act also man-
dates that each committee send to the Budget Committee its views
and estimates on those aspects of the budget which fall within its
jurisdiction. This report is due by March 15 of each year.

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 3, Federal
revenues, tax expenditures, and the public debt. With respect to
each of these matters, the committee is required to provide its
views and estimates as to the levels anticipated under existing law
or under any changes to existing law which the committee expects.
The period to be covered by the report to the Budget Committee is
fiscal year 1986 (October 1985 to September 1986). The Budget
Committee has requested that committees also include their views
on the 5-year budgetary outlook. The report sent to the Budget
Committee last year is reprinted in Appendix A.

Section 301(c) of the Budget Act, which deals with the March 15
report to the Budget Committee, is included in the excerpts from
that Act which appear in Appendix B.

an
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Chart 2

Economic Assumptions

The March 15 report to the Budget Committee that is required
by the Congressional Budget Act of 1974 represents the Finance
Committee’s views as to revenues, expenditures and other budget-
ary matters for the coming fiscal year both under existing law and
under any anticipated changes.

The level of these items, however, is affected not only by legisla-
tion but also by various economic factors concerning which there
reasonably may be differences of opinion. These differences can re-
flect 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
snlc)l the rate of inflation affect the cost of interest on the public

ebt.
This chart presents a selection of the most significant economic
indicators as taken from the President’s budget for fiscal year 1986.

(13
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Chart 3

Major Expenditure Programs Under Finance
Committee Jurisdiction

1. Social security cash benefits (see chart 4):
A. Old-age and survivors insurance (0ASI)
B. Disability insurance (D)

2. Unemployment compensation (UC) (see chart 5)

3. Welfare programs for families (see chart 6):
A. Aid to families with dependent children (AFDC)

B. Work incentive program (WIN)
C. Child support enforcement (CSE)

4. Social services (see chart 7)
5. Supplemental security income (SSI) for the aged, blind, and
disabled (see chart 8)

6. Health programs (see charts 9-11):
A. Medicare
B. Medicaid
C. Maternal and child health (MCH)

1. Revenue sharing (see chart 12)
8. Interest on the public debt (see chart 12)



Chart 3

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart lists the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of the
Committee on Finance. Each of these programs is covered in more
detail in the following charts. Interest on the public debt is includ-
ed as an expenditure program since it does constitute 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. Because such provisions
are in fact considered by the committee and the Congress in th2
context of revenue legislation, however, they are discussed in this
document at the same point as other revenue iteins. The refund-
able tax credit having significant budgetary impact in fiscal year
1986 is the earned income tax credit.

(15
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Chart 4

Social Security Cash Benefit (OASDI) Trust Funds
Financial Status and Effect on the Budget

The social security cash benefit programs, Old-Age and Survivors

Insurance (OASI) and Disability Insurance (DI), provide income
protection to people who work in employment covered by social se-
curit’y and earn a certain minimum number of “‘quarters of cover-
age.” 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 dis-
abled workers and to their spouses and children.
- The Administration estimates that on average in fiscal year
1986, 22.6 million people age 62 and older, and 3.6 million of their
dependents, will receive monthly social security retirement bene-
fits. About 7.2 million people will receive benefits because they are
survivors of deceased workers. Some 3.9 million people will receive
benefits as disabled workers or as dependents of disabled workers.
In total, approximately 37.3 million people will be receiving somc
type of monthly social security cash benefit.

The status of the trust funds.—During 1983, the Congress enacted
major social security financing legislation in response to the dete-
riorating financial condition of the OASDI trust funds. The legisla-
tion included provisions that would slow projected growth in ex-
penditures and increase income. In 1984, legislation was enacted
modifying procedures for continuing disability reviews. This legisla-
tion increased projected expenditures from the DI trust fund.

The President’s budget projections under current law for the
next 5 years continue to reflect an improving financial outlook for
the OASDI trust funds with the combined trust reserve ratio grow-
ing from 23 percent at the beginning of fiscal year 1985 to 57 per-
cent at the beginning of fiscal year 1990. In addition, the projec-
tions anticipate repayment, by early fiscal year 1987, of the entire
$12.4 billion loan made from the HI trust fund to the OASI trust
fund in 1982.

However, a reserve ratio in the 20 to 30 percent range, as pro-
jected for the next 3 years, is not so large that renewed financing
problems are impossible. As with other sets of projections made
over the past few years, the President’s current budget projections
anticipate a strong and steadily growing economy. If the economy
were to falter during this period, the reserve of Federal securities
held by the OASDI trust funds could be significantly eroded.

The projections also assume that an automatic benefit increase
will be triggered under current law in every year in the 5-year pro-
Jjection period, and that the trust fund reserve will be high enough
to avoid triggering the ‘“stabilizer” provision under which benefit

an
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increases would have to be based on the lower of the rise in wages

or prices.
The following table displays the economic assumptions underly-

ing the President’s budget as they relate to the OASDI program.

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

Calendar year—

1984 1985 1986 1987 1988 1989 71990

Percent change in CPI........................ 34 41 43 42 39 36 33
Benefit increase? .........c..cooevrveerverenns 235 235 41 43 41 39 36
Real wage differential......................... 16 01 20 26 30 36 31
Civilian unemployment rate................. 1.5 71 69 67 64 62 59

! Benefit increase payable in January of the specified year.
2 Actual.

The impact of OASDI on the budget.—While the President’s
budget projects that income to the OASDI trust funds will exceed
outgo by $6.3 billion in fiscal year 1985 and $9.2 billion in fiscal
year 1986, this does not represent the program’s effect on the
budget. The OASDI trust funds receive some of their income from
the General Fund of the Treasury for such things as interest on in-
vestments and gratuitous military wage credits. These intragovern-
mental transfers to the trust funds do not provide revenue to the
Government. From a budgetary perspective, in fiscal year 1985
OASDI outgo is projected to exceed tax receipts by $2.6 billion. In
fiscal year 1986, OASDI tax receipts are projected to exceed outgo
by $1.4 billion.

The following table shows the actual and projected impact of the
OASDI program on the budget for the period from 1980 to 1990.

IMPACT OF OASDI PROGRAM ON THE BUDGET (Revenues less Qutgo)

[In biliions of dollars)

In fiscal year—

1920 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

—-53 —-94 —125 -231 -—114 —-26 +14 +48 +226 +328 +46.7

Social Security Cash Benefit Programs (OASDI):
Proposed Legislation

Deposit of social security payroll taxes for covered employees of
State and local governments.—The President’s budget for fiscal
year 1986 includes a proposal which would increase social security
(OASDHI) revenues. States currently are required to make deposits
twice a month of social security contributions (technically they are
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not considered taxes) on their own behalf and for sub-State entities,
and they are liable for all such payments under agreements with
the Social Security Administration (SSA). Private employers are re-
quired to make tax payments under a schedule that generally re-
lates the frequency of deposits to the amount of taxes withheld.
Large employers may make deposits as frequently as once a week,
while small employers may make them as infrequently as once
every three months.

The Administration’s proposal would remove the States from the
intermediary role of collecting contributions from sub-State entities
and put all State and local government employers under a direct
depositing requirement with a schedule that conforms with the fre-
quency required of private employers. In addition, the proposal
would subject State and local governments to the same interest
penalty for late deposits as is imposed on private employers. Under
current law, the interest charge for late deposits from State and
local governments is 6 percent. The proposal would be phased in
over a 3-year period beginning October 1, 1985.

This proposal is treated as a revenue measure and is included in
chart 14, “Revenues: Proposed Legislation.”

Changes in administration of railroad retirement and social secu-
rity benefits.—Another proposed change in the budget provides that
all new railroad retirees and some who already have retired (i.e.
those who had established rights to social security benefits outside
of their railroad employment) would have the social security por-
tion of their railroad retirement benefits determined by and paid
directly from SSA, rather than the Railroad Retirement Board.
Other railroad pension benefits would be unaffected.
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Chart 5.- -UNEMPLOYMENT COMPENSATION

[In billions of dollars]

Unemployment trust fund

Fiscal year—

1985 1986
Status of State accounts:
Income:
State tAXES......vveeeereeeee e, 19.4 18.0
INEEIESE ..o 1.0 1.4
Federal 10ans...........cccooevveveeervecrecreninnnen, - 1.0 06
L1 T 214 200
Outgo:
State benefits..........ccovvvvvreveieeveirccns 13.7 14.2
Federal loans repaid ..............ccccoveveeeee, 2.8 0.7
TORAl....ooee e, - 165 149
Balance at end of year.............c.coccovvvnennnnes 16.6 21.6
Less outstanding Federal loans ..................... - 6.8 4.6
Net Dalance.................ovceecrvivvcconiiiinias 98 170
Status of extended benefit account:
Income:
Federal taxcs.......oovvveveveereieeeeeeenn, 1.9 1.9
Transfer from Administration account....................... 0.4
Nonrepayable general fund advances for
Federal supplemental compensation..... 1.0 .0
Total ..., 2.9 2.3
Outgo:
Extended benefits.........oc.vvevereeerenvinnns (1) (1)
Federal supplemental compensation.......... 1.0 n.a.
Repayment of general fund advances for:
extended benefits ........oevvvvevvicvinnnnns 19 22
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Chart 5.—UNEMPLOYMENT COMPENSATION—Continued

[In billions of dollars]

Fiscal year—
Unemployment trust fund -
o b 196
TOtAl oo 2.9 2.3
Balance at end of Year..........ccoeervrrvvveernnnn. 0 0.1
Less outstanding general fund advances....... 2.2 0
Net DalaNCe........cc.vveeevvereceeeereerne, —2.2 0.1
Status of administration account:
Income:
Federal taxes and interest............c.c......... 3.0 3.0
L1 R 3.0 3.0
Outgo:
State unemployment insurance service...... 1.6 1.7
State employment service...........c.ccovvue... 09 0.9
Federal administration............cccccoveuue.ee. 0.1 01
Transfer to extended benefits account....... 0 0.4
TOtAL. oo s 26 31
Balance at end of year.........cccoocoon. 18 L6
General fund:
Federal employee compensation and unem-
ployment benefits and allowances ac-
counts (2):
QULIAYS ... 0.4 0.3

1 Extended Benefits outlays were less than $50 million at $.02 and $.01 million in
fiscal year 1985 and fiscal year 1986, respectively. Half of these amounts is in the State
accounts and half is in the Extended Benefits Account.

2 The programs in this category are: Unemployment Compensation for Federal
Employees; Unemployment Compensation for Ex-servicemen; Postal Service Employees;
Trade Adjustment Assistance; and Redwood compensation.

Note: Detail may not add to totals because of rounding.

n.a. Not applicable, program expires March 31, 1985.



Chart 5

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-

loyment 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 tax may be higher in States having outstanding unem-
ployment insurance loans from the Federal Government.

The Federal tax is used to pay both State and Federal adminis-
trative costs associated with the unemployment compensation and
State employment service programs, to pay most of the cost of op-
erating State employment service programs, to fund 50 percent of
the extended benefits paid to unemployed workers under the Fed-
eral-State Extended 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 compensa-
tion 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. States then pay benefits from this fund.

Most unemployment benefits are paid through the Federal Un-
employment Trust Fund which consists of a number of accounts
and which draws its funding partly through State payroll taxes,
partly through the Federal Unemployment Tax, and partly from
general revenues.

(23)
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Regular State unemployment benefits are paid by the States
from individual State accounts in the trust fund. These State ac-
counts are primarily funded by State payroll taxes on employers.
However, if a State account is unable to meet its obligations, 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 program goes into effect providing
up to 13 additional weeks of benefits.

The extended 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 average during the comparable period in the previous 2 years.
However, a State may elect an optional trigger which permits the
payment of extended benefits when the State IUR is at least 6 per-
cent, even if that rate is not 20 percent higher than the rate pre-
vailing in the 2 prior years.

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. In addition, general revenues are used
to meet the cost of certain benefits provided under Federal law.
These include unemployment benefits for Federal employees and
ex-servicemen, trade adjustment assistance Lenefits, and benefits
under special programs related to disaster relief and the Redwoods
Park. Except for Federal civilian employees and ex-service mem-
bers, these separately funded general revenue programs are not in-
cluded in the trust fund totals.

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 Tax Equity and Fiscal Responsibility Act of 1982 (Public
Law 97-248) established the Federal Supplemental Compensation
(FSC) program, which provides additional weeks of unemployment
compensation to Individuals who have exhausted their regular
State benefits and any extended benefits to which they were enti-
tled. The program is financed by general revenues. Weekly benefit
amounts are identical to regular State program benefits for each
claimant.

As originally enacted, the FSC program provided 10, &, or 6 addi-
tional weeks of benefits. The Surface Transportation Assistance
Act of 1982 (Public Law 97-424) increased the maximum number of
weeks of FSC benefits to 16, 14, 12, 10, or 8, depending on the State
where the individual qualified for the benefit between September
12, 1982 and March 31, 1983. The program was extended from
March 31, 1983, though September 30, 1983, by the Social Security
Amendments of 1983 (Public Law 98-21). This extension provided 8
to 14 weeks of benefits during this period. Public Law 98-118 ex-
tended the program for 3 weeks from September 30, 1983 through
the week of October 16, 1983.
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The Federal Supplemental Compensation Amendments of 1983
(Public Law 98-135) extended the FSC program from the week of
October 23, 1983, through the week of March 31, 1985.

Basic FSC benefits.—Under this extension, the number of basic
weeks of FSC payable in the States ranges from 8 to 14 weeks. The
maximum in each State is determined by the State’s moving 13-
week average insured unemployment rate (IUR), as determined in
the current extended benefit and FSC programs, or the State’s cu-
mulative average IUR since January 1, 1982, and through the

second preceding calendar quarter.

A maximum of:
(a) 14 weeks is payable in States with a moving 13-week av-

erage insured unemployment rate (IUR) of at least 6.0 percent
or a cumulative average IUR since January 1, 1982 of at least
5.5 percent.

(b) 12 weeks is payable in States with a moving 13-week av-
erage IUR of 5.0 to 5.9 percent or a cumulative average IUR
since January 1, 1982 of 4.5 to 5.4 percent.

(c) 10 weeks is payable in States with a moving 13-week aver-
age IUR of 4.0 to 4.9 percent.

(d) 8 weeks is payable in all other States.

Unemployed workers who first apply for FSC benefits after the
week of October 23, 1983 receive weeks of FSC benefits equal to 55
percent of the number of weeks of regular State unemployment
benefits they received, up to the maximum number of basic FSC
benefits payable in the State in the week in which they first file
their claims.

Limitation on reduction of basic weeks payable in a State.—Be-
ginning with the week of October 23, 1983, (a) the maximum
number of basic weeks payable in a State will be adjusted (up or
down) no more frequently than every 13 weeks; and (b) a single ad-
justment shall not exceed 2 weeks.

Limitation on reduction of FSC weeks payable to individuals.—
Beginning with the week of October 23, 1983, individuals will con-
tinue to be eligible for the number of FSC weeks to which they
were entitled at the time they first qualified for FSC, regardless of
changes (up or down) in the numkber of basic weeks payable in the
State. As under the extended benefits program, an individual who
makes an interstate claim for FSC benefits will receive the lesser
of (a) the number of weeks of FSC payable in the State in which he
receives the benefits or (b) the maximum number of weeks payable

in his or her former State.
Proposed Legislation

The Administration proposes to cover railroad unemployment
under the Federal-State unemployment insurance system begin-
ning in fiscal year 1986. This proposal would also require the Rail-
road Unemployment Insurance program to repay its debt to the
Railroad Retirement program by 1995. At the end of 1984, this debt
was about $700 million. This proposal is included as a revenue
measure and is described further in a later section of this docu-

ment.
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In addition, the Administration will propose legislation later to
reduce the Federal unemployment tax and allow States to finance
the costs of the job service and of administering unemployment in-
surance themselves starting in 1988 program.
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Chart 6.—WELFARE PROGRAMS FOR FAMILIES

[In billions of dollars]

Fiscal year—

1985
Present law:
Aid to families with dependent children:
Welfare payments ..........ccevveveerevremnnen, 1.392
Administration............cccoevevevirerrieeeennnns 971
Work incentive program (WIN) .................... 267
Child support:
Total AFDC collections............cocvvvevnnnee. 1.046
Federal Share ...........oceeevevevevereeesrnnne, 298
Total AFDC and non-AFDC administrative
1] U 815
Federal Share ...........occooeeeveveeeeeeene. 979
Title IV-B (child welfare services and
LrAINING) oo 204
Title IV-E (foster care, adoption assist-
ANCE) c.vveveerert e (*)

* See text._

1986



Chart 6

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. States, at
their option, may also provide benefits for families in which de-
pendency arises from a parent’s unemployment. Twenty-five juris-
dictions are currently providing benefits to families with unem-
ployed parents. The amount of Federal matching for AFDC benefits
varies from State to State under formulas providing higher per-
centages in States with lower per capita incomes. The national av-
erage contribution by the Federal Goverment is 54 percent. States
establish their own income eligibility and benefit levels.

According to the Administration, under present law the average
number of families and recipients receiving monthly payments is

as follows:

[In millions)
- -  alye—
. e M8 19BSest 1936t
FAMINES ... e 3.7 3.7 3.7
INAIVIAUAIS .........o.oooeereeeece e 10.8 10.8 10.8

Administration estimates for Federal program costs under
present law are as follows:

|!n millions of dollars)

Fiscal year—
1984 1985 est. 1986 est.

AFDC benefits L ..........cooovveeeeeeece e 1,355 1,308 1,224
Emergency assistance...................ccooveeeerevenevenrevnrnreneann. 16 69 70
Adult assistance in jurisdictions...............c....coo.cevvveneceen. 13 14 14
State and local administration and training..................... 867 934 988
Federal administration ..............c..ccooevveeceevrceernere e 35 37 36
Repatriation of U.S. nationals...............oovevvvvvcrinnnnee 1 1 1

Ol ..., 8,347 8,363 8,333

Vincludes reductions for erroneous payments of $173 million in 1985 an_g $414 million in 1986.
(29) ’

43-349 O—85—-2



30

A number of legislative changes aimed at reducing AFDC ex-
penditures were included in the Omnibus Budget Reconciliation
Act of 1981. These amendments defined and limited amounts of
earnings that can be ‘“disregarded” in determining benefits. They
authorized States to develop a variety of new employment pro-
grams for recipients, including community work experience pro-
grams, work supplementation programs and Work Incentive dem-
onstration programs. They tightened the eligibility and benefit de-
termiuation process by requiring States to use retrospective ac-
counting and monthly reporting procedures. In addition, the
amendments further limited eligibility and benefit payments by:
requiring that a stepparent’s income be counted in determining the
family’s benefit; providing eligibility for a pregnant woman with no
other children only beginning with the 6th month of pregnancy; re-
quiring that lump-sum payments be treated as income in the
month of receipt and future months; establishing maximum asset
limits; requiring that the amount of earned income tax credit
(EITC) which an individual is eligible to receive on an advance
basis be assumed in determining the amount of the benefit, wheth-
er or not the EITC is actually received; and requiring States to re-
cover overpayments and pay underpayments.

At the time of the passage of the Reconciliation Act, the Congres-
sional Budget Office estimated that the legislative changes in the
AFDC program would produce AFDC savings in fiscal year 1982 of
$1,026 million. CBO recently estimated the amount of savings at
$637 million.

Additional changes in the AFDC program were made by the Tax
Equity and Fiscal Responsibility Act of 1982. The 1982 legislation
authorized State welfare agencies to require both applicants and
recipients to participate in job search programs; permitted prora-
tion of benefit amounts for shelter and utilities when AFDC fami-
lies share a household with others; prohibited payments where ab-
sence is due solely to active duty in a uniformed service; permitted
the disregard of certain statutorily mandated payments made by a
State welfare agency; permitted the disregard of supplementary
payments made by a State to compensate for a lag in benefit ad-
justment due to retrospective accounting; required States to make
benefits payable no earlier than the date of application; required
the rounding of need and benefit amounts to the next lower whole
dollar; and reduced the payment error rate which States may have
before being subject to a reduction in Federal matching from 4 per-
cent to 3 percent, beginning in fiscal year 1984.



31

CBO originally estimated AFDC savings from these changes at
$85 million for fiscal year 1983, but is now estimating savings of
$35 million in fiscal year 1983.

Further changes in the AFDC program were included in the Def-
icit Reduction Act of 1984. Parents and siblings of an AFDC child
were required to be included in the AFDC filing unit. Additionally,
the 1984 Act clarified that AFDC deductions are to be taken from
gross income, not take-home pay. The 1984 legislation increased
the AFDC gross income limit from 150 percent to 185 percent of
the State standard of need; increased the standard deduction for
part-time workers to $75 monthly; extended the $30 disregard of
earned income from four months to twelve months; required States
to continue medicaid coverage for nine months to families who lose
AFDC eligibility because of expiration of the one-third disregard of
earnings, States at their option can extend medicaid coverage to
such families for an additional six months; required State welfare
agencies to pass through to the AFDC family the first $50 of child
support payments collected on their behalf each month, without re-
ducing their AFDC benefit or eligibility status; repealed the rule
that the EITC be deemed available income for eligible recipients;
and authorized Federal funds for specified work expenses of work-
fare participants. States were permitted more flexibility. in operat-
ing work supplementation programs; CWEP participants were al-
lowed to work for Federal agencies; States were permitted rather
than required to make protective payments in certain circum-
stances; and IRS was required to share tax information regarding
unearned income of AFDC recipients with certain agencies.

CBO recently estimated AFDC savings from these changes at $18

million for fiscal year 1985.
B. WORK INCENTIVE PROGRAM

The Work Incentive (WIN) program is charged with administer-
ing the work registration requirement for AFDC recipients, and
providing employment and training services for those who are re-
quired to register or who volunteer for WIN services. The program
also provides support services, including child care, for those who
need them in order to work or take training. The program is ad-
ministered jointly at the Federal level by the Department of
Health and Human Services and the Department of Labor, and at
the State level by the welfare (or social service) agency and the em-
ployment service. The Federal matching share is 90 percent.

The Omnibus Budget Reconciliation Act of 1981 included a provi-
sion authorizing States to operate a 3-year demonstration program
as an alterrative to the current WIN program. The demonstration
is aimed at testing single-agency administration, and the demon-
stration must be operated under the direction of the welfare
agency. The legislation includes broad waiver authority to allow
States to experiment with alternative methods of providing em-
ployment and training services. (The period for applying for HHS
approval of demonstration programs was extended to June 30, 1984
by the Tax Equity and Fiscal Responsibility Act of 1982.) Public
Law 98-396 (an appropriation act) further extended the WIN dem-

onstrations through June 30, 1987.
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Funding for WIN was $365 million in fiscal year 1981, $281 mil-
lion in fiscal year 1982, $271 million in fiscal years 1983 and 1984,
and $267 million in fiscal year 1985.

C. CHILD SUPPORT ENFORCEMENT

The purpose of the Child Support Enforcement (CSE) program is
to enforce support obligations owed by absent parents to their chil-
dren, locate absent parents, establish paternity, and obtain child
support. The program serves both AFDC and non-AFDC families.
As a condition of eligibility for AFDC, each applicant or recipient
must assign the State any rights 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.

The Federal Government pays 70 percent of State and local ad-
ministrative costs for services to both AFDC and non-AFDC fami-
lies on an open-end entitlement basis. In addition, 90 percent Fed-
eral matching is available on an open-end entitlement basis to
States that elect to establish an automatic data processing and in-
formation retrieval system.

Collections made on behalf of AFDC families are used to offset
the cost to the Federa! 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 a 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
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 incentive
payment could reach a high of 10 percent of AFDC collections plus
10 percent of non-AFDC collections, depending on the cost-effective-
ness of the State’s program. (The incentive payments for non-wel-
fare collections may not exceed 100 percent of the incentive pay-
ments for welfare collections. This percentage increases to 105 per-
cent in 1988, 110 percent in 1989, and 115 percent for years thereaf-
ter.) These incentive payments are financed from the Federal share
of collections.

According to Administration data, child support collections and
expenditures are as follows:

{In millions of dollars)

o Pscalyear—
i 1984 1985 est. 1986 est.
Total CONBCHONS. ..o 2,337 2,528 2,937
AFDC COHECHONS.........eeeeeeeeeeee e 1,000 1,046 1,153

(Federal SHATE) .........ccorvvverreerrrrerreerec e (402) 1 (298) 1 (319)
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{In miltions of dollars)

Fiscal year—
e (o 1985est 198Gest
Non-AFDC collections..........c.oveeeveeeevvereerirernenne. 1,337 1,482 1,784
Total administrative COSES............oveveeerieeeeeee e 699 815 912
Federal Share.............coeeeeeeveeeeeeeeeeeeeeeeeereer e 490 519 651

' The Fedefalshare 61 collections is ft}cluded in the AFDCﬁ appropriation as an offset to AFDMénbenems.

The program made collections on behalf of 595,000 AFDC fami-
lies and 504,000 non-AFDC families in fiscal year 1983.

The Omnibus Budget Reconciliation Act of 1981 included several
provisions aimed at making the program more effective. The
amendments: authorized the collection of past-due child and spous-
al suppert from Federal tax refunds in the case of families receiv-
ing AFDC; expanded the authority in prior law to enforce obliga-
tions for support of a child to include, in addition, authority to en-
fr=ce obligations for support of the parent with whom the child is
living; required States to retain a fee equal to 10 percent of the
support owed on behalf of a non-AFDC family, to be charged
against the absent parent and added to the amount of the collec-
tion; provided that a support obligation assigned to the State as a
condition of AFDC eligibility may not be discharged in bankruptcy;
and required States to have a program to collect child support obli-
gations which are being enforced under a State child support en-
forcement program by reducing the unemployment benefits of an
absent parent.

The CBO has estimated savings from these changes of $107 mil-
lion in fiscal year 1982 and $125 million in fiscal year 1983.

Changes made by the Tax Equity and Fiscal Responsibility Act of
1982 included a reduction in Federal matching for the child sup-
port enforcement program. Federal matching for State administra-
tive costs was reduced from 75 percent to 70 percent, effective Octo-
ber 1, 1982; child support incentive payments were reduced from 15
to 12 percent, effective October 1, 1983; and Federal matching for
the costs of court personnel was repealed, effective October 1, 1983.
The 1982 Act also restored the law in effect prior to the 1981 Rec-
onciliation Act which allows Stales to charge a reasonable fee for a
non-AFDC collection and retain from the amount collected an
amount equal to administrative costs not covered by the fee. The
1982 Act retained, as a State option, the authority to collect from
the parent who owes child or spousal support an amount to cover
administrative costs, in addition to the child support payments. It
also included a provision relating to the treatment of child support
collections made after the first month of AFDC ineligibility.

CBO has estimated savings from these changes at $62 million in
fiscal year 1983 and $120 million in fiscal year 1984.

The Child Support Enforcement Amendments of 1984 requires
States, effective October 1, 1985, to adopt numerous procedures to
collect overdue child support payments, including mandatory wage
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withholding, liens against property, and withholding of State
income tax refunds and to permit establishment of paternity until
a child’s 18th birthday. The 1984 amendments also alter the formu-
la for Federal incentive payments to States for child support collec-
tions and extends those incentives to collections made on behalf of
non-AFDC children. The amendments gradually reduce the Federal
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 effectiveness.

The 1984 law requires States to continue to provide services to
former AFDC families; authorizes the Secretary of the Department
of Health and Human Services to make project grants to States for
developing new methods of support establishment and collection in
interstate cases; extends the Federal income tax return intercept
program to non-AFDC families; requires each State to establish
guidelines for child support awards within the State; extends med-
icaid eligibility for four months to families that lose eligibility for
AFDC as a result of child support collections; and urges States to
focus on the issues of child support, child custody, visitation rights,
and other related domestic issues.

D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

The Adoption Assistance and Child Welfare Act of 1980 (P.L. 96-
272) restructured child welfare programs under the Social Security
Act. It transferred the foster care component of AFDC from title
IV-A and put it into a new title IV-E, along with a newly-estab-
lished adoption assistance program; redefined child welfare services
to emphasize the permanent placement of children and family re-
unification; and added incentives to States to deemphasize the use
of long-term care and to reduce foster care costs.

The child welfare services program, authorized under title IV-B,
is a 75 percent Federal matching grant program for States for pro-
vision of child welfare services to children and their families with-
out regard to the family’s income. The majority of the IV-B funds
are spent for foster care. 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 1984 appropriations
for child welfare services was $165 million; for child welfare train-
ing $3.8 million; and for research and demonstrations, $10 million.
The fiscal year 1985 appropriation for services was $200 million; for
training $3.8 million; and for research and demonstrations, $12 mil-
lion was appropriated.

The foster care program, authorized under title IV-E, provides
matching funds on an entitlement basis to States for maintenance
payments for AFDC-eligible children in foster care. The Federal
matching rate for a given State is that State’s Medicaid matching
rate, which averages about 55 percent nationally. The fiscal year
1984 appropriation for foster care was $483.4 million; the fiscal
year 1985 appropriation was $460.3 million.

The adoption assistance program, also authorized under title IV-
E, provides Federal matching funds to States, at the Medicaid
matching rate, for payments to parents who adopt an AFDC- or
SSlI-eligible child with “special needs.” Special needs are defined as
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a condition, such as ethnic background, age, membership in a sib-
ling group, or mental or physical handicap, which prevents the
placement of the child without assistance payments. The amount of
assistance provided to parents varies, depending on the economic
circumstances of the family and the child’s needs. The fiscal year
1984 appropriation for this program was $21.8 million; the fiscal
year 1985 appropriation was $12.8 million.

PROPOSED LEGISLATION

A. Aid to Families with Dependent Children (AFDC)

The President’s budget includes a number of proposals to reduce
the cost of the AFDC program. As shown in the table below, the
Administration estimates that savings would total $180 million in
fiscal year 1986. Three of the four proposals are very similar to, or
the same as, those proposed in 1985. The other proposal would give
States fixed grants for administration costs. A similar proposal was

made in the fiscal year 1983 budget.
AFDC PROPOSALS

[In millions of dollars)

Fiscal year—

: e 3-year total
1986 1987 1988

Work program/job search requirements ..... -5 —-30 —35 —117
End caretaker benefits when youngest

ChIlA 1S 16 ..o -5 —57 —58 —-170
End assistance for minor parents not

living with parents...........cc...cccoevvnnnne... -19 —19 -20 —58
End open-ended match for State and

local administration....................cccccoees -4 =53 —38  —145

Total AFDC savings...................... —180 —159 —151 —490

Work program/job search requirements.—The AFDC statute re-
quires that all applicants and recipients of assistance who are not
specifically exempt must register for work or training under the
work incentive (WIN) program. The WIN program operates in all
States. The statute provides for dual administration by the welfare
agency and the employment service.

The Omnibus Budget Reconciliation Act of 1981 included a provi-
sion authorizing States to operate 3-year demonstration programs
as alternatives to the current WIN program. The demonstration is
aimed at testing single-agency administration and must be operat-
ed under the direction of the welfare agency. The legislation in-
cludes broad waiver authority. These demonstrations have since
been extended through June 30, 1987.

The 1981 Reconciliation Act also authorized States to operate
community work experience (CWEP) programs which serve a
useful public purpose, and to require AFDC recipients to partici-
pate in these programs as a condition of eligibility. In addition, the
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1981 Reconciliation Act included a provision under which States
are permitted to use any savings from reduced AFDC grant levels
to make jobs available on a voluntary basis. Under this approach
(work supplementation), recipients may be given a choice between
taking a job or depending upon a lower AFDC grant. States may
use the savings from thc reduced AFDC grant levels to provide or
underwrite job opportunities for AFDC eligibles. Another work-re-
lated provision was enacted in the Tax Equity and Fiscal Responsi-
bility Act of 1982, which authorized States to require applicants
and recipients to participate in job search programs operated by
the welfare agency.

The Administration is proposing that States be required, in three
years, to have all employable adult AFDC applicants participate in
job search and all employable recipients register and participate in
job search and other work activities. States would have flexibility
to structure their requirements for both job search and work activi-
ties. Job search could include activities such as participation in job
clubs, telephone contacts with employers, or job referral activities.
Work activities could include participation in CWEP, work supple-
mentation, or on-the-job training programs.

. End benefits to employable parents when youngest child is 16.—
Current law continues the eligibility of a parent/caretaker so long
as the youngest child is eligible for benefits, i.e., until the child
reaches 18, or, at the option of the State, age 19 if the child is in
school and is expected to complete his course of study before his
19th birthday. Under the Administration’s proposal, when the
youngest child reaches 16, an employable caretaker relative would
no longer be considered part of the assistance unit. The caretaker
relative would be considered employable if he was required to reg-
ister and participate in the State’s work-related programs for
AFDC recipients. If the excluded caretaker relative is the parent of
the child, his income must be considered as available to the child
after application of certain disregards. This proposal was agreed to
i)‘iy the committee in 1982, but was deleted in conference with the
ouse.

A similar provision relating to the social security (OASDD pro-
gram was adopted by Congress in 1981. The Omnibus Budget Rec-
onciliation Act of 1981 (Public Law 97-35) ends benefits for the
mother or father caring for a child or children receiving child’s in-
surance benefits, when the youngest child reaches age 16.

End assistance for minor parents not living with parents.—Under
present law, a minor parent who has a child, and who leaves home,
may establish her own household and claim AFDC as a separate
family unit. The income of the parents of the minor parent is not
automatically counted as available to the minor parent, because
they are not sharing the household.

The Administration is proposing that, in the case of a minor
parent who is not and has never been married, AFDC may be pro-
vided only if the minor parent resides with her parent or legal
guardian, unless the State agency determines that (1) the minor
parent has no parent or legal guardian who is living and whose
whereabouts are known, (2) the health and safety of the minor
parent or the dependent child would be seriously jeopardized if she
lived in the same residence with the parent or legal guardian, or



37

(3) the minor parent has lived apart from the parent or legal
guardian for a period of at least one year prior to the birth of the
child, or before claiming aid. whichever is later. In addition, when-
ever a minor parent is eligible under this provision, the State
agency would be allowed to make the assistance payments through
a protective payee.

The committee approved a similar provision in 1982, but it was
dropped in conference with the House. The committee approved
the provision a second time as part of S. 2062, the Omnibus Recon-
ciliation Act of 1983. In 1984, the committee approved the provision
again, but it was dropped in conference with the House (H.R. 4170,
the Deficit Reduction Act of 1984; P.L. 98-369).

End open-ended match for AFDC administration.—Under
present law, the Federal Government reimburses each State for 50
percent of its administration and training costs related to the oper-
ation of the AFDC program.

The Administration is proposing to discontinue the current open-
ended entitlement for administration costs (other than costs associ-
ated with implementing the work programs) and instead give each
State a fixed AFDC grant for administration. As part of the admin-
istration’s spending freeze plan, the total 1986 grant level would
equal the 1985 spending level—$928 million. Thus, each State
would receive an amount which is in the same proportion to $928
million as the amount it received for administration incurred
during the most recent full fiscal year for which substantially com-
plete cost reports have been received by the Secretary (i.e. general-
ly fiscal year 1984). For subsequent years, the total amount States
receive would be increased by the gross national product (GNP) de-
flator. Under this proposal States would be able to transfer up to
10 percent of their administration grant to other State-adminis-
tered public assistance programs such as food stamps and medicaid,

where similar changes are proposed.
B. Work Incentive (WIN) Program

WIN PROPOSAL

{In miltions of dollars]

Fiscal yee;r—— 3year
1986 1987 1938

Termination of WIN ....c..ovneeeeeeee e e,

-219 —-291 —304 874

The appropriation for the WIN program was $365 million in
fiscal year 1981, $281 million in fiscal year 1982, $271 million in
fiscal years 1983 and 1984 and $267 million for fiscal year 1985.
The Administration requested that no funds be appropriated for
WIN in fiscal years 1983, 1984, and 1985 and is repeating the zero
appropriation request for fiscal year 1986. ,

The Administration suggests that the services authorized under
the WIN program may be provided by other programs, including
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the other AFDC work-related programs, the social services block
grant, and the Job Training Partnership Act. Phase-out activities
in 1986 would be paid for by using the unexpended 1985 carryover
funds.

Although the regular WIN program and the WIN demonstration

rogram would be repealed under the Administration’s budget, the
gudget proposes to allow 50 percent Federal matching funds to be
used by the States to operate certain work program activities.
These funds would be available on an open-ended entitlement basis
(in addition to the closed-end funds proposed for administrative

costs generally).
C. Child Support Enforcement

The Administration’s budget does not recommend any changes in
the child support enforcement program. The Department of Health
and Human Services says that implementation of the Child Sup-
port Enforcement Amendments of 1984 will be one of its major pri-

orities in fiscal year 1986.
D. Child Welfare, Foster Care. and Adoption Assistance

FOSTER CARE PROPOSAL (TITLE IV-E)

{In millions of dollars)

Fiscal year— 3-year
1986 1987 1988 ol
ONE-YEAr fTBRZE .........ceeovveeeeeereereer e /X S -23

The Administration’s fiscal year 1986 budget request for child
welfare services and training i1s approximately $204 million. This
amount, and the breakdown between services ($200 million), and
training ($3.8 million), is identical to the fiscal year 1985 appropria-
tions. The budget request for child welfare research and demon-
stration projects is approximately $9 million, a reduction of $3 mil-
lion from fiscal year 1985 appropriations and of $1 million from
fiscal year 1984 appropriations.

The fiscal year 1986 budget request for foster care and adoption
assistance is approximately $527 million. These programs are open-
énded entitlement programs. However, the Administration pro-
poses to limit the funding for the foster care program to its fiscal
year 1985 level (including supplementals) of $485 million. (States
would have their funding limited in proportion to their 1984 ex-
penses.) The adoption assistance portion would remain open-ended
and the estimated increase for fiscal year 1986 is $9.7 million
(when the proposed supplemental for fiscal year 1985 program costs
is included), bringing the total program level for that activity to
$42 million.

The Administration is also requesting supplementals for foster
care and adoption assistance to cover program costs and the enti-
tlement claims from prior years, as follows: For foster care, the re-
quest is for $25 million for fiscal year 1985 program costs (which
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would bring the fiscal year 1985 appropriation level to approxi-
mately $485 million, the same amount requested for fiscal year
1986) and for an additional $31.8 million for entitlement claims
from prior years. For adoption assistance, the request is for $19.5
million for fiscal year 1985 program costs (which would bring the
fiscal year 1985 appropriation level to approximately $32 million,
below the amount requested for fiscal year 1986) and for an addi-
tional $3.1 million for prior years claims.

The Administration indicates that the funding requested for
foster care is intended to maintain States’ entitlement to reim-
bursement for 1986 claims at the 1985 current estimated level of
$485 million and that legislation to improve incentives to States to
reduce the duration of time children stay in foster care will be pro-
posed. The requested increase in adoption assistance reflects the in-
creased claims by the States for this program which is an open-

ended entitlement.
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Chart 7.—SOCIAL SERVICES

[In billions of dollars]

Fiscal year—
1985 1986
Present law:
Title XX block grant............cooevveevvvrennnnne, 12725 2700
Proposed legislation:
None.

! Includes $25 miﬁion specifically for child abuse prevention training of child care
personnel.



Chart 7

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. In previous years,
title XX legislation authorized matching funds for State social serv-
ices programs on an entitlement basis. The Federal matching rate
was generally 75 percent. In the Omnibus Budget Reconciliation
Act of 1981, a new social services block grant program was created
to replace the prior Federal-State matching program. A number of
requirements on the States, including the requirement of a 25 per-
cent non-Federal match, have been removed, and funding levels
have been reduced. The program remains an appropriated entitle-
ment, with each State eligible to receive its share of a national
total of $2.4 billion in fiscal year 1982, $2.675 in fiscal year 1983
(with $225 million of this amount available for use in either 1983
or 1984), and $2.7 billion in fiscal year 1984 and years thereafter.

As under the previous statute, 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 1986 budget request for the social services block
grant program is equal to the authorization level of $2.7 billion. No
change is proposed in the authorizing legislation.

41
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Chart 8.—SUPPLEMENTAL SECURITY INCOME

[In billions of dollars]

__ Fscalyear—
1985 1986
Present law:
Total expenditures............coceveeeverrieveiecenenn. 9.511  9.890

Proposed legislation:
None.




Chart 8

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
funds. The law establishing the SSI program permits the tempo-
rary use of the social security trust funds to meet the administra-
tive costs of the program but provides specific safeguards to assure
that those costs are promptly reimbursed to the trust funds by an
appropriation from general revenues.

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

tration to be as follows:

[In thousands)
e fealyear—
1984 1985 est. 1986 est.

ABEM......oooe e 1,335 1,354 1,311
Blind and disabled................cooceoorrrvvrrerrsoesr. 2214 234 2432
Total Federal................coooorsorreerrren. 3,609 3,708 3,743

State supplementation only recipients....................... 317 33 340
Total SSI recipients..............ooooovvvvverooo. 3,926 4,042 4,083

The maximum Federal monthly payment in calendar year 1985
is $325 for an individual, and $488 for a couple. Annual adjust-
ipe.nts are made in January to reflect increases in the cost of
iving.

A number of significant modifications were made in the SSI pro-
gram in the Social Security Amendments of 1983 (P.L. 98-21). The
Federal SSI monthly payment to an individual was increased by
$20 and the payment to a couple was increased by $30, effective
July 1983. In addition, the 1983 Amendments changed the cost-of-
living adjustment from July to January of each year to coordinate
with social security adjustments; required States to pass through to
recipients only the amount of the increase in the Federal SSI
standard that would have occurred in July 1983 under prior law
rather than the July 1983 increase of $20 for an individual and $30
for a couple; provided that aged, blind and disabled residents of
public emergency shelters for the homeless may be eligible for SSI

43)
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benefits for as many as 3 months in a 12-month period (contrary to
a general prohibition against payments to individuals who reside in
public institutions); excluded from income under the SSI program
in-kind support and maintenance provided by a private nonprofit
organization if the State determines that such assistance is based
on need; and required the Secretary to provide a one-time notice to
all elderly OASDI beneficiaries who are potentially eligible for SSI
benefits of the availability of SSI.

According to Administration estimates, these changes increased
Federal SSI program outlays by $790 million in fiscal year 1985,
?gég million in fiscal year 1986, and $895 million in fiscal year
Changes made by the Deficit Reduction Act of 1984 gradually in-
crease the asset limit for SSI eligibility to $2,000 for an individual
and $3,000 for a couple in 1989 and years thereafter. The assets
limit will increase by $100 for an individual and $150 for a couple
each year from 1985 to 1989. The 1984 Deficit Reduction Act also
limits the recovery of overpayments from recipients under certain
circumstances; provides for adjustment of retroactive SSI benefits
on account of retroactive social security payments; and extends the
disregard of in-kind assistance furnished by a private nonprofit or-
ganization or supplier of home-heating oil or gas or other supplier
of home energy until October 1, 1987.

CBO estimated that these changes would cost the SSI program
$16 million in fiscal year 1985 and $3 million in fiscal year 1986.

The Social Security Disability Benefits Reform Act of 1984 man-
dates a moratorium on mental impairments review for both DI and
SSI beneficiaries until the mental impairment criteria are revised.
The 1984 law also extends Section 1619 of the Social Security Act,
an experimental program that allows disabled SSI recipients who
work and earn more than the substantial gainful activity (SGA)
amount to receive a special SSI benefit and thereby remain eligible
for Medicaid coverage, through June 30, 1987.

: The Administration estimates Federal program outlays as fol-
owS:
[In millions of dolars)

Fiscal year—
1984 1985 1986

Federal Benefits:

CUITENL AW ... 7521 855 8,936
Com,)arable benefit level ¥ ... 8,185 8,556 8,936
Hold-harmless payments..........c...ccceoevvevveervevecrerrseresse e T oo,
Beneficiary SerViCes............c.ooorrvvurvveerrecereeceeeeeeesesree e, 85 ) 7
Federal fiscal liability..............ccoooommemeereirececrcecreeser s 20 49 28
ADMINISTEAtVE COSES ... enee 864 897 919
Disability demonstration projects..........cccooovveemevevreerveiecennnnne. 1 K I
TORA ...t 8498 9,511 9,890

1 The 1984 total reflects only 11 months of benefit payments. Both 1985 and 1986 have the normal 12
months ¢f payments. The comparable 1984 level based on 12 benefit months is displayed for information.
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Proposed Legislation

The Administration’s fiscal year 1986 budget does not recom-
mend any changes in the SSI program.
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Chart 9

Medicare Trust Funds-

This chart shows the status of the two trust funds in each of
seven fiscal years. The data in this chart were obtained from the
Health Care Financing Administration and are based on current
law and the President’s Budget assumptions. The projections
assume the regulatory initiatives contained in the President’s fiscal
year 1986 Budget will be implemented. The Administration esti-
mates that those initiatives will reduce trust fund outlays by signif-
icant amounts. The data also take into account the return of
amounts loaned from the Hospital Insurance trust fund to the Old-
Age and Survivors Insurance (OASI) program.

In the past, the projections based on the President’s Budget as-
sumptions have tended to be more optimistic than those later used
by the trust fund actuaries. It is possible that the projections that
will be used by the trust fund actuaries in preparing the 1985
report of the program trustees will again reflect less optimistic as-

sumptions.
47
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Chart 10.—HEALTH PROGRAMS: PRESENT LAW

Administration Estimates 2

[Dollars in billions]

Fiscal year—

1985 1986
Medicare trust funds:
Hospital Insurance:
INCOME......oooveeereeee e, $51.3  $57.5
QULZO....oeveeveererreertee e 488  49.1
NEt iNCrease ... 25 84
Supplementary Medical Insurance:
INCOME..c..o.eeeeeeee e 244 26.0
QULEO......oeeeeetrc s 23.1  26.0
NEt INCrease ...........covecvvvemrirmmnnscrriinines 13 0
Medicaid:
Federal expenditures ............oocceciovrvrernnee, 23.0 247
State COSES......vuvverreicee e 194 212
Total program..............ccocevvvvvvvnnnirrrcneen 424 460
Maternal and Child Health Block Grant................. 5 5

! Assume that the regulatory initiatives in the President's budget for fiscal year 1986

will be implemented.
Note: Total may not add due to rounding.

Source: Budget Appendix, Fiscal Year 1986. Medicaid figures from Health Care

Financing Administration, unpublished tables.



Chart 10

Health Programs: Present Law

MEDICARE

Medicare is a nationwide health insurance program for the aged
and certain disabled persons authorized by Title XVIII of the Social
Security Act. It consists of two parts: part A, the Hospital Insur-
ance program, provides protection against the costs of inpatient
hospital services and related institutional services; part B, the Sup-
plementary Medical Insurance program, is a voluntary program
which provides protection against the costs of physicians’ services
and other medical services.

The Social Security Amendments of 1983 (P.L. 98-21) authorized
a new method of Medicare reimbursement for hospital services
known as the prospective payment system (PPS). Effective for hos-
pital cost reporting periods that began on or after October 1, 1983,
payments are made on the basis of predetermined rates which rep-
resent the average cost, nationwide, of treating a Medicare patient
according to his or her diagnosis. The classification system used to
group hospital inpatients according to their diagnoses is known as
diagnosis related groups (DRG’s). The law provides a three-year
transition period during which a declining portion of the total pro-
spective payment is based on a hospital’s historical reasonable
costs and an increasing portion is based on a combination of region-.
al and national DRG rates. Beginning in the fourth year, payments
will be determined totally under a national DRG payment method-
ology. No costs or savings were attributable to this provision in
fiscal year 1984 or 1985, due to the requirement known as “budget
neutrality” which specifies that DRG rates must be adjusted so
that total payments under PPS equal the payments which would
have been made under prior law. The budget neutrality require-
ment does not apply to fiscal year 1986 and subsequent years. Be-
ginning with 1986, the DRG rates are set at the discretion of the
Secretary of Health and Human Services.

The Deficit Reduction Act of 1984 (P.L. 98-369) included the fol-
lowing Medicare spending reduction provisions: (1) a 15-month
freeze on physicians’ fees, (2) a two-year extension of the temporary
provision setting beneficiary part B premium amounts at 25 per-
cent of program costs, (3) the establishment of a fee schedule for
clinical laboratory services, and (4) several changes to the prospec-
tive payment system for hospitals (such as providing that the rate
of increase in both the hospital specific portion and the Federal
portion of the payment rates could not exceed market basket plus
one-quarter of one percentage point in fiscal years 1985 and 1986).

The Administration budget estimates that total cash outgo
during fiscal year 1986 from the two Medicare trust funds will be

49
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$75.1 billion. Of this amount, benefit payments account for $73.2
billion. The Hospital Insurance trust fund in fiscal year 1986 is es-
timated to have $57.5 billion in income and $49.1 billion in outgo,
for a net increase of $8.4 billion. The Supplementary Medical In-
surance trust fund in fiscal year 1986 is estimated to have $26.0 bil-
lion in income and $26.0 in outgo, resulting in no net change in the

balance of the fund.
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 categories of low income
persons who are aged, blind, disabled, or members of families with
dependent children. Subject to Federal guidelines, States determine
eligibility and the scope of benefits to be provided. The Federal gov-
ernment’s share of Medicaid expenditures is tied to a formula in-
versely related to the per capita income of the State. Federal
matching for services varies from 50 percent to 78 percent. Admin-
istrative costs are generally matched at 50 percent except for cer-
tain items which are subject to higher matching rates. The Deficit
Reduction Act of 1984 (P.L. 98-369) expanded Medicaid’s coverage
for pregnant women and young children.

The Administration budget projects total Federal-State Medicaid
costs for fiscal year 1986 under current law to be $45.9 billion, of
which the Federal share is $24.7 billion. Of the Federal amount,
$23.5 billion represents payments for benefits. The States share of
total Medicaid expenditures for fiscal year 1986 is estimated at

$21.2 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 for the
following programs: Maternal and Child Health and Crippled Chil-
dren’s Services, supplemental security income for disabled children,
lead-based paint poisoning prevention, genctic disease, sudden
infant death syndrome, hemophilia, and adolescent pregnancy.
Under the Title V block grant, States determine the level of serv-
ices. Typically States have supported such health services as well-
child checkups and those available in maternity clinics.

Public Law 97-35 created the block grant by adding to maternal
and child health and crippled children services those functions de-
scribed above. The Federal/State matching requirements were also
Shﬁnged and now require the States to spend 75 cents to receive a

ollar.

The authorization level for the block grant program was original-
ly set at $373 million per year. However, for fiscal years 1983 and
1984, the block grant received appropriations higher than the au-
thorization level. In fiscal year 1983 the amount was $478 million
and for fiscal year 1984 the amount was $399 million. The perma-
nent authorization level was raised to $478 million by the Deficit
Reduction Act of 1984, .

Of the amounts appropriated, the Secretary is authorized to use
not less than 10 nor more than 15 percent for projects of regional
and national significance, research, training and certain other ac-

tivities.
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Chart 11.—HEALTH PROGRAMS: ADMINISTRATIUN PROPOSALS

{Dollars in millions)

Fiscal year—
1985 1986 1987

Total
1988

MEDICARE

Legislative proposals:
Proposals affecting outlays:
Extend freeze on physician fees.... $0 —$500 —$425 —$350 —$1,275

Delay initial eligibility to first full

MONH....ooooeeene 0 225 305 =330 —860
Index part B deductible.................. 0 0 ~-715 =150 225
Establish voluntary voucher ........... 0 0 +50 +5  +100
Reduce indirect medical educa-

tion payment ............cco..ccoeo..... 0 695 111§ —1430 —3,240
Establish home health copay-

MENS ..o, 0 —65 115 =125 305
Freeze clinical lab fees .................. —10 =35 100 325 —410

Retain Medicare as secondary
ggyor for working aged over

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

0 295 450 515 —1,260
Simplify processing of part A

DIIS e, ) -3 —4 —4 —11
Eliminate separate RRB contrac-
BOF e 0 -2 -2 -2 -6
Total ..., -10 —1,820 —2,541 A—3,181 —1,552
Proposals affecting income:
Increase part B premiums.............. 0 +332 +927 +1992 43,251
Total ..o e 0 +332 +927 +1992 +3251

Regulatory initiatives:
Initiatives affecting outiays:

Freeze PPS rates...........cccccooonan..... 0 —180 —-2491 —2548 —6,839
Freeze direct medical education

PAYMENLS ..., s 0 =150 360 —530 —1,040
Restructure home health limits...... -5 —170 -90 -95 —260
Freeze SNF limits ............cco.o....... -5 -5 -5 -5 —20
Freeze limits for PPS-exempt

hoSpitals ...........coovvvveerreeanee. 0 -20 —30 —35 —85
Freeze durable medical equip-

ment charges............cccoo.coe..... 0 -50 —100 —150  --300

TO —10 —2095 —3076 —3363 —8504
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Chart 11.—HEALTH PROGRAMS ADMINISTRATION PROPOSALS—Continued

[Dollars in millions)

Fiscal year—

: Total
L I 1987 1988 B
MEDICAID
Legislative proposals:
Proposals affecting outlays:
Limit growth of Medicaid pay-

MENES ..o, 0 —1,188 —1961 —3,038 —6,187
Establish a “hardship pool”........... 0 +300 0 0 4300
Establish ~ administrative  cost

BIANMS......ooooec e 0 —52 -5%  —60 168

Total ..o, 0 —940 —_2,017 —3,098 —6,055

Regulatory initiative:
Initiative affecting outlays:
Improve third party collections

from child support enforce-

11 SRR 0 -112 -126 139 376

Total ..o, 0 112 125 139 376

Source: _}iéalth Care Finanéing Administration, unpublished tables.



Chart 11

Health Programs: Administration Proposals

MEDICARE

The Administration’s fiscal year 1986 budget contains various
legislative proposals and regulatory initiatives designed to achieve
an estimated $3,915 million in outlay savings and $332 million in
additional income to the Medicare program in fiscal year 1986.

Legislative Proposals Affecting Outlays

1. Extend freeze on physician reimbursement for one year.—The
Administration budget proposes to extend the existing freeze on
customary and prevailing charges for all physician services for an
additional 12 months. The Deficit Reduction Act enacted the origi-
nal freeze for a 15-month period beginning July 1, 1984 and ending
September 30, 1985. The Administration estimates that this legisla-
;;ive proposal will reduce outlays for fiscal year 1986 by $500 mil-
ion.

2. Delay initial eligibility date to the first day of the month fol-
lowing the month in which age 65 is reached.—The Administration
budget proposes to begin eligibility for Medicare on the first day of
the first full month in which the beneficiary is age 65. Currently,
eligibility begins on the first day of the month in which an individ-
ual attains age 65. The Administration estimates that this legisla-
lt.ive proposal will reduce outlays for fiscal year 1986 by $225 mil-
ion.

3. Index the part B deductible to the Medicare economic index.—
The Administration budget proposes to keep the part B deductible
at current levels ($75) in 1986, and then index the deductible to the
Medicare economic index beginning in 1987. The Administration
estimates that this legislative proposal would not affect program
expenditures in fiscal year 1986.

4. Establish a voluntary voucher program.—The Administration
budget proposes to establish a voluntary Medicare voucher pro-
gram under which beneficiaries could elect coverage under a pri-
vate health benefits plan rather than Medicare. Beginning in 1987,
private plans that enroll a Medicare beneficiary would be paid pre-
miums set at 95 percent of the average adjusted Medicare per-
capita cost and, in exchange, would be required to provide benefits
at least equvialent to Medicare. The Administration estimates that
this legislative proposal would not affect program expenditures in
fiscal year 1986.

5. Reduce the indirect medical education payment.—The Adminis-
tration budget proposes to eliminate the doubling of the indirect
medical education adjustment factor for ali teaching hospitals, be-
ginning October 1, 1985. This adjustment factor is used to reim-
burse the indirect costs incurred (such as the costs of ordering addi-
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tional tests by interns and residents) by teaching hospitals. The Ad-
ministration estimates that this legislative proposal will reduce
outlays for fiscal year 1986 by $695 million.

6. Establish home health copayments.—The Administration
budget proposes to establish a copayment equal to 1 percent of the
inpatient hospital deductible (estimated at $4.80 in 1986) on all
home health visits after the 20th visit within a calendar year. The
Administration estimates that this legislative proposal will reduce
outlays for fiscal year 1986 by $65 million.

7. Freeze clinical lab fees.—The Administration budget proposes
to freeze the fee schedule amounts for clinical laboratory services
for one year, beginning July 1, 1985. The Administration estimates
that this legislative proposal will reduce outlays for fiscal year 1985
by $10 million and outlays for fiscal year 1986 by $35 million.

8. Retain Medicare as the secondary payor for working aged over
69.—The Administration budget proposes to retain Medicare as the
secondary payor for beneficiaries over age 69 if they or their spouse
work and elect to make their employer-based health insurance pri-
mary. The Tax Equity and Fiscal Responsibility Act of 1982 made
Medicare the secondary payor for working beneficiaries age 65-69
who are covered under employer-based health insurance. The Defi-
cit Reduction Act extended this provision to beneficiaries covered
under a working spouse’s employer health plan, where that work-
ing spouse is under age 65. The Administration estimates that this
legliﬁlative proposal will reduce outlays for fiscal year 1986 by $295
million.

9. Simplify processing of part A bills.—The Administration
budget proposes to simplify processing of Medicare part A bills.
The Administration estimates that this legislative proposal will
reduce outlays for fiscal year 1986 by $3 million.

10. Eliminate separate Railroad Retirement Board contractor.—
The Administration budget proposes to eliminate a separate fiscal
intermediary for the Railroad Retirement Board. The Administra-
tion estimates that this legislative proposal will reduce outlays for
fiscal year 1986 by $2 million.

Legislative Proposal Affecting Income

1. Increase part B premiums.—The Administration budget pro-
poses to increase part B premiums paid by Medicare beneficiaries
over the next five years. Beginning with calender year 1986, the
premium would rise two percentage points per year so that the
amount the beneficiary pays would increase from an estimated 25
percent of program costs to a rate equal to 35 percent of estimated
program costs. The Administration estimates that this legislative
proposal will increase revenues to the trust fund in fiscal year 1986

by $332 million.

Regulatory Initiatives Affecting Qutlays

1. Freeze prospective payment system rates.—The Administration
budget proposes to maintain the prospective payment system rates
for fiscal year 1986 at the levels in effect for fiscal year 1985. The
Administration estimates that this regulatory initiative will reduce
outlays for fiscal year 1986 by $1,800 million.
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2. Freeze direct medical education payments.—The Administra-
tion budget proposes to permanently freeze payments for the direct
costs of medical education activities at the level received by each
hospital in its cost reporting period ending in fiscal year 1984. This
initiative would be effective for hospital accounting years begin-
ning on July 1, 1985. Medicare reimburses the direct costs of gradu-
ate medical education programs (such as classroom costs and sala-
ries of interns and residents) on a reasonable cost pass-through
basis. The Administration estimates that this regulatory initiative
will reduce outlays for fiscal year 1986 by $150 million.

J. Restructure home health limits.—The Administration budget
proposes to revise the way in which home health limits are cur-
rently calculated. The Administration estimates that this regula-
tory initiative will reduce outlays for fiscal year 1985 by $5 million
and outlays for fiscal year 1986 by $70 million.

4. Freeze skilled nursing facility limits.—The Administration
budget proposes to freeze skilled nursing facility (SNF) limits for
accounting periods beginning on or after July 1, 1985 at the prior
year’s level. The Administration estimates that this regulatory ini-
tiative will reduce outlays for fiscal year 1985 by $5 million and the
outlays for fiscal year 1986 by $5 million.

5. Freeze limits for PPS-exempt hospitals.—The Administration
budget proposes to freeze Medicare reimbursement limits for hospi-
tals and units exempt from the prospective payment system (e.g.,
rehabilitation and psychiatric hospitals) for cost reporting periods
beginning on or after October 1, 1985. The Administration esti-
mates that this regulatory initiative will reduce outlays for fiscal
year 1986 by $20 million.

6. Freeze charges for durable medical equipment.—The adminis-
tration budget proposes to freeze the customary and prevailing
charges for durable medical equipment and related items for one
year beginning October 1, 1985. Beginning in fiscal year 1987, pre-
vailing charges would be indexed to the consumer price index
(CPI). The Administration estimates that this regulatory initiative
will reduce outlays for fiscal year 1986 by $50 million.

MEDICAID

The Administration’s fiscal year 1986 budget contains various
legislative proposals and regulatory initiatives designed to achieve
an estimated $1,052 million in outlay savings to the Medicaid pro-

gram in fiscal year 1986.

Legislative Proposals Affecting Outlays

1. Limit growth of Medicaid payments.—The Administration budg-
et proposes to limit Federal Medicaid expenditures for medical
services to $22.2 billion in fiscal year 1986. Federal spending in-
creases in future years would be tied to the medical care component
of the consumer price index. Within the overall spending limit, a
State will receive in 1986 the same proportional share of funds as it
expended in 1984. Federal payments to States would continue to
match State expenditures but only up to each State’s individual
limit. The Administration estimates that this legislative proposal
will reduce outlays for fiscal year 1986 by $1,188 million.



58

2. Establish a “hardship pool.”—The Administration budget pro-
poses to establish a one-time $300 million “hardship pool” in fiscal
year 1986. These funds will be used to assist States which, despite
clear evidence of increased efforts to reduce program costs, experi-
ence extraordinary costs above their limit. The Administration ex-
pects that this legislative proposal will result in outlays of $300
million in fiscal year 1986.

J. Establish State administrative cost grants.—The Administra-
tion proposes to establish a separate grant for funding of State
Medicaid administrative costs. This new grant would fund State
and local administration, certification, and fraud control activities.
In fiscal year 1986, the grant would be funded at the fiscal year
1985 level of $1.2 billion. Funds would be distributed based on each
State’s relative share of total fiscal year 1984 spending for adminis-
tration. Future increases would be indexed to the gross national
product inflator. States would no longer be required to provide
matching funds to receive the grant. The Administration estimates
that this legislative proposal will reduce outlays for fiscal year 1986

by $52 million.
Regulatory Initiative Affecting Outlays

1. Improve third party collections from child support enforce-
ment.—The Administration budget proposes to issue regulations
which would increase the States’ access to health insurance bene-
fits of an absent parent in child support entorcement cases. The
Administration estimates that this regulatory initiative will reduce
outlays for fiscal year 1986 by $112 million. _
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Chart 12.—REVENUE SHARING; INTEREST ON THE PUBLIC DEBT:

CURRENT LAW
[In billions)
o - Fiscal year— B
1985 1986
Revenue Sharing..........occvvevvveererereeeenreenens $4.6 $4.6

INTRIESE ... 130.4 1425

Note: Committee decisions on deficit and debt limit determine i‘nterest estimate.




Chart 12

Revenue Sharing; Interest on the Public Debt: Current Law

GENERAL REVENUE SHARING

General revenue sharing has been a central part of the Federal
Government'’s efforts to assist local governments. In 1983, Congress
approved legislation to extend this program through September 30,
1986. The 1983 extension legislation provided for outlays of $4.6 bil-
lion in each of the fiscal years 1984, 1985, and 1986. This amount is
distributed to local governments. Since the inception of general
revenue sharing, total payments of approximately $76 billion have
been made to local and State governments, covering calendar years
1972 through 1983 and ending with the January 1985 payment.

The administration is proposing to end general revenue sharing
effective at the end of fiscal 1985. Under the proposal the last pay-
ment would be made in October 1985. Outlays for the general reve-
nue sharing program are estimated to be $1.2 billion in 1986 re-
flecting the final quarterly payment from the 1985 program.

INTEREST ON THE PUBLIC DEBT

Budget outlays for interest on the public debt for fiscal year 1986
are estimated to rise to a level of $198.8 billion from $180.3 billion
in fiscal year 1985. These projected increases result from the fi-
nancing of budget deficits for each of these years and from Federal
borrowing to finance off-budget Federal entities.

Net outlays for interest on the public debt, as identified in Chart
12, reflect offsetting payments from the Federal Financing Bank,
interest charges by Treasury to Federal agencies and the public,
and interest received by trust funds from the Treasury. The net
outlays for interest on the public debt amount to $130.4 billion in
fiscal year 1985 and $142.5 billion in fiscal year 1986. When the
committee has completed its decisions on revenues, expenditures,
iamddbudget deficits, the appropriate interest figures can be calcu-
ated.

It should be noted that the budget assumes that interest rates
will continue to decline over the next few years. The interest
outlay estimate assumes that the 91-day bill rate will drop gradual-
ly from an average of 9.6 percent in calendar year 1984 to 5.9 per-

cent by 1988.
(61)
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Chart 13.—REVENUES: PRESENT LAW

[Dollars in billions)

Fiscal year—

1985 1986

Individual inCOMe taX .........oveveeererererereerreerenne, $329.7 $358.9
Corporation inCOme taX..........oc.euevevcerverenerennns 66.4  74.1
Social inSurance taxes..........cooeeevvevereeerrerserenn, 2684  289.4
EXCISE TAXES ..vevvereereeeeeereerrerseneesesesensersenssssssenns 37.0 35.0
Estate and gift taxes.........c.coveverveverecrrcronirnnns 5.6 5.3
CUSTOMS AULIES..........oeeveeeereeerererseeeseeereraeresnens 11.8 12.3
Miscellaneous receipts...........ceeveeverveneeencnenen, 18.0 18.6
TORAL......ceoeeeeee e es e 736.9 7937




Chart 13

Revenues: Present Law

Federal revenues are in large part composed of receipts from
income and payroll taxes. The administration budget estimates
that in fiscal year 1985 these revenues together with receipts from
excise taxes, estate and gift taxes and other revenue sources will
yield a total of $736.9 billion under present law. For fiscal year
1986, the administration budget projects a revenue yield of $793.7
billion under present law.

Income taxes paid by individuals are estimated to amount to
$358.9 billion for fiscal year 1986. Revenues from this source, the
largest single source of Federal revenue, will amount to 45.2 per-
cent of total Federal revenue.

Income taxes paid by corporations are estimated at $74.1 billion

for fiscal year 1986, amounting to 9.3 percent of total Federal reve-
nue.
Social insurance taxes and contributions, composed of social secu-
rity and other payroll taxes, unemployment insurance taxes and
deposits, Federal employee retirement contributions, and premium
payments for supplementary medical insurance, are expected to
total $289.4 billion. Receipts from these sources in fiscal year 1986
will account for approximately 36.5 percent of the total Federal
revenues.

Excise taxes imposed on selected commodities, services, and ac-
tivities (including crude oil production) are expected to provide
$35.0 billion during fiscal year 1986.

Estate and gift taxes imposed on the value of property held at
death and on inter vivos transfers of property are projected to
produce $5.3 billion during fiscal year 1986.

Customs duties levied on imports, other taxes, and miscellaneous
receipts (such as deposits of earnings by the Federal Reserve
System) are expected to total $30.9 billion for fiscal year 1986.
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Chart 14.— REVENUES: PROPOSED LEGISLATION

[In billions of dollars)

1986 ' 1987 1988 Total
Higher education tax incentive.................... -* -0l —-03 -05
Tuition tax credit..............coovvrerrrnrrrererennen, —-04 -6 -9 -—-19
Enterprise zone tax incentive........... i =1 =5 =9 —14
Restructuring of dependent care _

CIEMIL......vevvecereerrcerene s, —* -2 =2 =5
Extension of R&E tax credit........................ -] =13 —-1§ =35
IRS revenue initiative.............cocceveevververvcrneerrnrrnnnn. 9 1.5 20
IRS USET fEBS.......e.cverereererrrisreererrsreeres * * * *
Hazardous substance response

trust fund (Superfund) ! ............oo....... 5 v d 20
Black lung disability trust

fUN L oo, 2 2 3 N
State and local deposit of payroll

FAXS ..o, 4 * 3 v
Equitable taxation of rail

industry benefits..........ccoeeerverrenrennnne. * 1 1 2
Railroad unemployment

INSUFANCe COVETAge ........cevvervveerecreerennnne | 2 2 9

TOtAl..o.eeeec e, 2 —-11 —7 -—16

* $50 million or less.
' Net of income tax offsets.

Note: Details may nol add to totals due to rounding.



Chart 14

Revenues: Proposed Legislation

ADMINISTRATION PROPOSALS

The Administration has proposed a number of changes to the tax
law to introduce new tax incentives or to change the structure of
existing tax incentives.

The Administration’s budget does not include any fundamental
tax reform legislation, which is intended to be revenue neutral.
Proposals supported by the Administration in the past to expand
limits on individual retirement accounts for married persons with
only one spouse working outside the home, and to limit the amount
of employer-paid health insurance that employees may require tax
free, are not part of the budget as they will be part of the Adminis-
tration’s revenue neutral tax reform recommendations.

DESCRIPTION OF PROPOSALS

Tax incentives for higher education.—The administration is again
proposing legislation to exclude from taxation the earnings on sav-
ings deposited in special accounts that would be used to pay future
higher education expenses of dependent children. The maximum
annual contribution to these accounts would be $1,000 per child.
However, this maximum would be reduced 5 cents for each dollar
that the taxpayer’s adjusted gross income exceeds $40,000, so that
any taxpayer with adjusted gross income in excess of $60,000 would
be ineligible.

Eligible expenses generally would be tuition and room and board
incurred by a full-time student enrolled in a postsecondary educa-
tion program leading to a degree or certification (including gradu-
ate school). In the case of part-time students in such a program,
only tuition would qualify. Special savings accounts would qualify
only if the dependent children on whose behalf the savings were
made under age 18. In no case could an account be kept open for a
child over the age of 25. Eligible expenses would not include
amounts paid to schools that follow a racially discriminatory
policy. This proposal would be effective January 1, 1986, and is esti-
rlr;)astsed to reduce receipts by $0.1 billion in 1987 and $0.3 billion in
Tuition tax credit.—The administration is reproposing legislation
to provide taxpayers a nonrefundable credit for 50 percent of tui-
tion expenses paid to private elementary and secondary schools for
certain qualified dependents. The maximum credit allowable for
each dependent would be $100 in 1985, $200 in 1986, and $300
thereafter, with the maximum amount in each year phased out for
taxpayers with adjusted gross incomes between $40,000 and
$60,000. Credits would not be allowed for expenses paid to private
schools that follow a racially discriminatory policy. This proposal,
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which would be effective for expenses incurred after July 31, 1985,
is estimated to reduce receipts by $0.4 billion in 1986, $0.6 billion in
1987, and $0.9 billion in 1988.

Enterprise zone tax incentives.—Under current law, the only tax
incentive for the redevelopment of economically distressed areas is
a relaxation of limitations on tax-exempt financing for facilities re-
ceiving assistance under the Urban Development Action Grant pro-
gram. The administration is again proposing that up to 25 small
areas per year (not to exceed 75 in total) be designated “enterprise
zones.” Effective January 1, 1986, the following tax incentives
would be available for economic redevelopment in the zones: an ex-
emption from capital gains tax on certain qualified property; a tax
credit for employees equal to 5 percent of the first $10,500 of wages
earned; a tax credit for employers equal to 10 percent of any quali-
fied increases in their payrolls; a separate tax credit for employers
of certain disadvantaged individuals equal to 50 percent of the
wages of such persons for the first three years of employment (the
percentage declines by 10 points in the fourth year and each year
thereafter); an increase of 50 percent in the regular investment tax
credit for investment in equipment; a 10 percent investment tax
credit for new construction and reconstruction of buildings; and
continued availability of tax-exempt bond financing beyond the
1986 sunset date for small issue bonds. These incentives, which
generally would remain fully in effect for 20 years and be phased
out over the succeeding four years, are estimated to reduce receipts
by $0.1 billion in 1986, $0.5 billion in 1987, and $0.9 billion in 1988.

Restructuring of the dependent care tax credit.—Ti.e administra-
tion is again proposing to increase the dependent care tax credit to
40 percent of qualifying dependent care expenses for individuals
with an annual income of $10,000 or less. The credit would be re-
duced as the individual’s income increases above $10,000, and
would phase out completely when income reaches $60,000. This
credit, proposed to become effective January 1, 1986, is estimated to
reduce receipts by $0.2 billion in both 1987 and 1988.

Extension of research and experimental expenditures (R&E) tax
credit. —The tax credit for incremental research and experimental
expenditures, which is scheduled to expire December 31, 1985, is
proposed to be extended for three years. Extension of this credit is
estimated to reduce receipts $0.7 billion in 1986, $1.3 billion in
1987, and $1.5 billion in 1988.

IRS revenue initiativee—In 1986 the Internal Revenue Service
will begin initial phases of an initiative to close the gap between
taxes owed and paid, and to improve overall compliance with the
tax laws. Based on a Grace Commission recommendation, examina-
tion staffing will be increased by 2,500 full-time equivalent person-
nel in each year, 1987-89. Advance hiring will begin in 1986. Re-
ceipts are estimated to increase by $0.5 billion in 1987 and $1.5 bil-
lion in 1988 as a result of this initiative.

Internal Revenue Service (IRS) user fees.—The administration is
proposing that the IRS impose a user fee of $100 on letters of deter-
mination for pension plans and tax-exempt organizations. These
letters provide approval of tax status. A user fee of $100 is also pro-
posed for private letter rulings, which are requests by taxpayers for
clarification of the IRS position in unprecedented tax situations.
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These fees, proposed to become effective October 1, 1985, are esti-
mated to increase receipts by less than 0.1 billion in each year, be-
ginning in 1986.

Hazardous substance response trust fund (‘“Superfund’).—The ad-
ministration proposes to reauthorize and expand the taxing author-
ity under the Comprehensive Environmental Response, Compensa-
tion, and Liability Act of 1980. The taxes levied under this author-
ity are used to finance the Hazardous Substance Response Trust
Fund, commonly referred to as ‘“Superfund”, which pays for the
cleanup of hazardous waste sites. The proposed taxes, which are es-
timated to increase receipts to the trust fund by $0.9 billion over
current law in each year, 1986-1988, would be sufficient to finance
the level of spending proposed by the administration for hazardous
waste site cleanup in 1986 and later Kears. No appropriation from
the general fund of the Treasury will be requested.

Black lung disability trust fund.—Black lung disability benefits
are paid to coal miners (or to their survivors) who have been deter-
mined to be totally disabled by black lung disease. Benefits for
miners determined to be eligible prior to 1973 are paid for by the
general fund of the Treasury. Benefits for miners determined to be
eligible since 1973 are the responsibility of the coal mining indus-
try—either the coal mine operator found responsible for an individ-
ual miner’s disease or the industry as a whole through the black
lung disability trust fund. This fund is financed primarily by an
excise tax on coal production. Additional funding includes repay-
able advances from the Treasury when trust fund liabilities exceed
income. Since benefits have exceeded revenues for a number of
years, the cumulative trust fund deficit is increasing. In order to
move toward the future solvency of the trust fund and to fulfill the
original intent of the Congress that the cost of the program be
borne by the coal industry, the administration is proposing an in-
crease in the fee that would freeze the cumulative deficit over the
next five years. This change in the coal tax is estimated to increase
receipts to the trust fund by $0.2 billion in 1986, and $0.3 billion in
1987 and 1988.

State and local deposit of social security payroll taxes.—States
currently are required to make semimonthly deposits of social secu-
rity contributions (payments in lieu of taxes) on their own behalf
and for sub-State entities. Private employers and the Federal Gov-
ernment are required to deposit these taxes under an accelerated
schedule. The administration is requesting legislation that would
remove the States’ liability for deposit of contributions by sub-State
entities and conform the State and local government deposit sched-
ule to the private sector schedule over a three year period begin-
ning October 1, 1985. Late deposits by State and local employers
would be subject to the same penalty rate (the prime interest rate)
as private employers, rather than the current interest charge of
only 6%. These changes are estimated to increase receipts by $0.4
tl)fi)lSliSOH in 1986, less than $0.1 billion in 1987, and $0.3 billion in

Equitable taxation of rail industry benefits.—Under current tax
law, a portion of social security equivalent benefits provided under
railroad retirement is subject to the Federal income tax. Payments
received from the rail industry pension plan are subject to the Fed-
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eral income tax to the extent that they exceed previously taxed
contributions. However, some rail industry pension benefits are
being taxed under the social security equivalent benefit rules. The
administration is proposing that effective January 1, 1986, these
pension payments be taxed under the same rules that apply to all
other payments received under the industry pension plan. This pro-
posal is estimated to increase receipts by $0.1 billion in both 1987
and 1988.

Extension of Federal/State unemployment insurance coverage to

railroad employment.—Railroad employment is the only sector not
covered by the Federal/State unemployment insurance system. The
separate Railroad Sickness and Unemployment Insurance Fund
(RSUID, which is financed by payroll taxes paid by rail employers,
is deeply in debt to the rail pension fund and under current law
v\g)uld be unable to pay benefits on a timely basis beginning in
1985.
To ensure the timely payment of benefits to unemployed rail
workers, the administration proposes to extend Federal/State un-
employment insurance coverage to railroad employment. Under a
transitional Federal program, all rail workers becoming unem-
ployed after September 30, 1985 would be eligible for generally
higher benefits under the Federal/State system. Existing RSUI
debt repayment contributions would remain in place to finance
sickness payments and ensure that RSUTI’s debt to the rail pension
fund is repaid. This proposal is estimated to increase receipts by
$0.1 billion in 1986, and $0.2 billion in 1987 and 1988.

Financing and administering State Unemployment Insurance (UD)
and Employment Service (ES) operations.—Employers currently are
subject to a Federal unemployment insurance tax (FUTA) on the
wages and salaries of their employees. The Federal Government
uses part of these taxes to finance the administrative costs of the
UI and ES programs and makes the major decisions regarding the
allocation of these resources among competing administrative
needs (claims processing, appeals, overpayment and fraud detec-
tion, etc.).

The State governments levy and collect the taxes that finance
the bulk of UI benefits, and decisions regarding the allocation of
administrative resources can have a major impact on Ul tax re-
quirements. The administration is therefore working with the
States to develop legislation that will be proposed to transfer re-
sponsibility for financing and administering the UI/ES system to
the States. Under this proposal the net FUTA tax rate would be
reduced effective January 1, 1988, resulting in an estimated reduc-
tion in these receipts of $1.8 billion in 1988. Since the States would
have responsibility for financing the administrative costs of the
system at that time, the estimated reduction in FUTA receipts is
expected to be offset by increased deposits by the States into their
accounts in the unemployment insurance trust fund. It is therefore
estimated that this proposal would have no net effect on receipts.

N '
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Chart 15.—TAX EXPENDITURES: PRESENT LAW

[Dollars in billions]

Fiscal year—
1985 1986

Commerce and housing credit............cocoveveenne. $148.7 $161.7
INCOME SECUMLY.......evvrrerreerrereieresareee s 68.9 816
General purpose fiscal assistance ...........c......... 32.1 35.7
HEAIN «....ooceeece e 28.1 31.6
Education, training, employment, and social

SBIVICES ....cvvveerrrerrnsenreresensessenasanene S 21.0 30.4
Social Security and Medicare...........cccovvvereene. 17.8 18.6
ENBIGY oot 4.7 4.8
International affairs...........cooceeveeeeercreceeirseininns 2.1 2.9
Natural resources and environment.................... 2.4 2.1
Other tax expenditures ..........oceeeevveevrevrvervneenn. 13.1 13.2

383.2




Chart 15

Tax Expenditures: Present Law

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 and tax expendi-
tures as alternate means of providing incentives.

The Budget Act defines a tax expenditure as the revenue loss
arising from special exemptions, exclusions, or deductions from
gross income, a special credit, a preferential rate of tax, or a defer-
ral of tax. 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.

This definition of “tax expenditure” is imprecise. The impreci-
sion in definition, as well as a possible implication that the Govern-
ment has a pre-eminent right to all income, has resulted in sub-
stantial controversy. Because of the difficulty of achieving preci-
sion, the staff approach has been to include 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 disap-
proval, or judgment about the effectiveness, of any provision. A
listing simply reflects present law and, by implication, present
public policy.

The chart presents a summary of tax expenditures by budget
functional category and estimates of their revenue effects. The
table containing the estimates presented by the Administration as
a special analysis in the 1986 budget is reproduced as appendix C
of this document.

If the various tax expenditures figures in the two columns were
added they would total $346.1 billion in fiscal year 1985 and $383.2
billion in fiscal year 1986. However, simple addition of the separate
items, even in functional categories, may not accurately reflect rev-
enue loss. The revenue estimates are made with the assumption
that only one item was repealed. If two or more changes were
made at the same time, there could be interaction effects. For ex-
ample, an affected taxpayer could be forced into a higher tax
bracket than if only one change were made. Thus, the combined
revenue impact would be different from the sum of the separate
revenue estimates. Furthermore, some taxpayers have the choice of
using other expenditures if they want to reduce their tax liability.
Other taxpayers would be required to pay higher taxes, absent ex-
istence of a tax expenditure provision. 'ghese possibilities are not
reflected by a simple totaling of separate items.

(7D
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Chart 16.—DEBT LIMIT

[Dollars in billions)

Current debt iMit...........ooveveviviireececeiaesrns $1,823.8
Reagan administration estimate of debt subject to limit
Sept. 30, 1985, 1,837.4
Plus:
Federal funds deficit for fiscal year 1986............... 239.9
Off-budget agency spending financed by Treasury .. 1.5
Other fiNANCING ........ccvvvecveeecercecerreeie s *_8.1
Equals:
Debt subiect to limit, Sept. 30, 1986..................... 2,070.7

~ * Net change from offsetting chan;es in financing other than borrowing against shifts
in investment by Federal funds and oft-budget entities.



Chart 16

Debt Limit

Under existing law, the debt limit is $1,823.8 billion. In May of
1983 Congress amended the Second Liberty Bond Act to eliminate
the distinction between the temporary and permanent debt ceil-
ings, so that there is now just one ceiling without a fixed expira-
tion date. The Reagan Administration estimates that legislation
will be needed to change the limit on the public debt by the
summer of 1985.

For fiscal year 1986 the Reagan Administration assumes that the
debt subject to limit would reach $2,070.7 billion on September 30,
1986. Underlying those estimates are the legislative proposals to
reduce the Federal deficit outlined in the fiscal year 1986 budget
proposed by the Administration and reductions in borrowing by off-
budget Federal entities. The economic assumptions set forth in the
fiscal year 1986 budget also determine the estimates of the debt
subject to limit.

The fiscal year 1986 needs as estimated by the Administration in-
clude issue of debt by the Federal Financing Bank under the debt
limit on behalf of various agency programs and several agencies
whose activities are not included in the budget totals. In general,
trust fund surpluses are invested in Government securities and
therefore do not serve to reduce the debt subject to limit even
though they do reduce the unified budget deficit.

13
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Committee on Finance 1984 Report to the Budget Committee With
Respect to Fiscal year 1985
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March 26, 1984

The Honorable Pete V. Domenici
Chairman

Committee on the Budget

U.S. Senate

Washington, D.C. 20510

Dear Mr. Chairman:

This letter transmits the views and timates of the
Committee on Finance on those aspects of fhe Federal budget for
fiscal year 1985 that fall within the Committee's jurisdiction as
is required by Section 301(c) of the Congressional Budget Act of

1974.

As you are aware, our current budget situation requires
timely action to lower the Federal budget deficit. 1In order to
assure an early and successful resolution of the fiscal year 1985
budget, the Committee on Finance began marking up a deficit
reduction package on February 23, 1984. The Committee has
completed action on the package and this letter reports the

results of our deliberations.

Economic assumptions and baseline. For purposes of scoring
the legislative changes contained In the package, the Commijittee
adopted the Congressional Budget Office baseline for programs
within its jurisdiction. The CBO baseline embodies its own
economic assumptions as well as certain technical differences
with the Administration's baseline. If the Budget Committee
decides to adopt a different baseline or set of economic
assumptions, an appropriate adjustment should be made in revenue

and outlay estimates.

an

43-349 0—85——4
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TABLE 1.--OUTLAY REDUCTIONS IN PROGRAMS UNDER
FINANCE COMMITTEE JURISDICTION: FY 1985

Outlay Savings
(in billions)

Medicaid 8 .5
Medicare 1.9
Income Security o2
Payments to Puerto Rico .3
Debt Service 1.0

Total Outlay Savings 3.8

Outlays. The Committee on Finance has reviewed its spending
programs and has recommended changes which reduce outlays within
its jurisdiction by $3.8 billion, including $1.0 billion in
reduced interest costs.

TABLE 2.--FINANCE COMMITTEE RECOMMENDATIONS
FOR REVENUE: FY 1985

Billions

Ptesent 13"'..'.....000.."'00;...0..O....O..'......0.0.. 3732.9
Legislation (net) under jurisdiction
of Finance Committe@.cceccccevsccrccoscsssossvascssonce 10,3

Total Reven\)es..................o..-o.....o--......- $74302

Revenues., The Finance Committee recommends legislative
changes that would increase revenues by $10.3 in fiscal year
1985, The Committee recognizes that actions of other committees
may affect the projected revenue total as well,

Public debt limit. The permanent debt limit under existing
law T8 31,490 billion. The projected deficit for fiscal year
1985 will increase the debt subject to limit to a level of $§1,534
billion according to CBO estimates. The Budget Committee may
find it necessary to adjust the debt limit estimates to take
account of any other appropriate adjustments to the estimates in
the budget for programs not within the jurisdiction of the

Committee on Finance.
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TABLE 3.-~-PUBLIC DEBT LIMIT ESTIMATES
(CBO PROJECTIONS)

Billions
Debt subject to limit as of
September 30, 1983 §1,142
Estimate of debt subject
to limit September 30, 1984 1,327
Plus:
Federal funds deficit for fiscal year 1984 195
off-budget agency spending financed by
Treasury and other financing 13
Equals: Debt subject to limit as of
1,534

September 30, 1985

Tax expenditures. The Congressional Budget Act of 1974
defines "tax expenditures” as "revenue losses attributable to
provisions of the Federal tax laws which allow a special
exclusjion, exemption, or deduction from gross income or which
provide a special credit, a preferential rate of tax, or a
deferral of tax liability."” 1In the Committee's view, the
question of whether a given revenue provision represents a
special or a normal application of tax policy is one which in
many instances cannot be objectively resolved. For this reason,
the Committee feels that the only way in which it can comply with
the Budget Act's requirement that it present its estimates with
respect to tax expenditures is by listing all items which have
been so designated in the President's budget. In doing so,
however, the Committee does not either endorse or reject the
contention that any or all of these items designated as tax
expenditures represent a departure from normal tax policy.

For the reason stated above, the Finance Committee simply,
transmits as its report the tax expenditure listing included in
Special Analysis G of the President's budget.

Long-term budgetary outlook. The Congressional Budget Act
requires the Budget Committee to undertake an analysis of the
long term budgetary outlook and include projections in their
report on the budget resolution. In order to assist the Budget
Committee in this activity, the Finance Committee reports below
the four-year projection for outlay savings and revenue

increases.




80

k)

TABLE 4,--FOUR-YEAR BUDGET ESTIMATES
OF FINANCE COMMITTEE PROPOSALS

4-YEAR
FY1984 FY1985 FY1986 FY1987 TOTAL
Outlay Savings o2 3.8 8.0 12.4 24.5
(including debt
service)
Revenue 2.6 10.3 15.9 19.3 48.1
Total Deficit 2.8 14.1 23.9 31.7 72.6
Reduction . ,

In order to arrive at total outlay and revenue totals under
Finance Committee jurisdiction, these figures should be applied

to the Congressional Budget Office baseline.

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

S% y yours,

BOB DOL
Chairma
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31 UsC 1321,

31 USC 1322,

Contents,

TITLE II—CONGRESSIONAL BUDGET PROCESS
TIMETABLE

Sec. 300. The timetable with respect to the congressional budget
process for any fiscal year is as follows:
On or Lefore: Action to be completed :

I’resident submits current services budget.

November 10.... ... ....
15th day after Congress meets..  President submits his budget.
Committees and joint committees submit

March 15 e
reports to Budget Committees.
Congressional Budget Office submits report to
Budget Committees.
Aprlt 18 e Budget Committees report first concurrent res.
olution on the budget to thelr Houses.
Committees report bills and resolutions author.
izing new budget authority.
Congress completes action on first concurrent
resolution on the budget.

Tth day after Labor Day..._... Congress completes action on billx and resolu-
tiens providing new Ludget authority and

new spending authority.
September 18 . ..., Congress conmpletes action on second required
concurrent resolution on the hudget.

September 25 ... .o oooooL.. Congress completes action on reconciliation bill
or resolution, or bLoth, Implewmenting xecond

' required concurrent resolution.
October 1. .o o e, Fiscul year begins.

ADOPTION OF FIRST CONCURRENT REKOLUTION

8 N
Skc. 301, (a) Acmion To B Comrreven uy May 15.—On or before
May 15 of each year, the Congress shall complete action on the first
concurrent resolution on the budget for the hscal year beginning on
October 1 of such year. The concurrent resolution shall set forth —

(1) the appropriate level of total budget outlays and of total
new budget authority;

(2) an estimate o{budget outlays and an appropriate level of
new budget authority for each major functional category, for
contingencies, and for undistributed intragovernmental transac-
tions, based on allocations of the appropriate level of total budget
outlays and of total new budget authority;

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

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

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

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

riate to carry out the purposes of this Act.
(bsl AonitTioNAL. Marrers IN CoNCURRENT Resoruvtion.--The first

concurrent resolution on the budget may also require—

83)
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(1) a_procedure under which all or certain bills and resolutions
providing new budget au(horitly or providing new spending
authority described in section 401(c) (25 (C) for such fiscal year
shall not be enrolled until the concurrent resolution required to be
reported under section 310(a) has been agreed to, and, if & recon-
ciliation bill or reconciliation resolution, or both, are 1equired to
be reported under section 310(c), until Congress has completed
action on that bill or resolution, or both ; end

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

Not Iater than the close of the Ninety-fifth Congress, the Committee

on the Budget of each House shall report to its House on the imple-

mentation of procedures described in this subscction.

(c) Views aNp Estimates or Orner Commitrees.-—On or before
March 15 of each year, cach standing committee of the House of
Representatives shall submit to the Committee on the Budget of the
House, each standing committee of the Senate shall submiit to the
Commiittee on the Budget of the Senate, and the Joint Economic Com-
mittee and Joint Committee on Internal Revenue Taxation shall sub-
mit to the Committees on the Budget of both Houses---

(1) its views and estimates with respect to all matters set forth
in subsection (a) which relate to matters within the respective
jur('iisdiction or functions of such committee or joint committee;
an :

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

The Joint Economic Committee shall also 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. Any
other committee of the House or Senate may submit to the Commnittee
on the Budget of its House, and any other joint committee of the

Congress may submit to the Committees on the Budget of both Houses,

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

section (a) which relate to matters within its jurisdiction or functions.

(d) Hearines axp Rerort.—In developing the first concurrent reso-
lution 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 appro-
priate representatives of Federal departments and agencies, the gen-
eral public, and national organizations as the committee deems
desirable. On or before April 15 of each year, the Committee on the
Budget of each House shall report to its House the first concurrent
resolution on the budget referred to in subsection (a) for the fiscal
year beginning on October 1 of such year. The report accompanying
such concurrent resolution shall include, but not be limited to—

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

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

Report to
Congress,

Submittal to
oongressional
oommittees,

60 Stat, 23,
15 USC 1021
note,

Concurrent
resolution,
development,

Report to
Congress,

Contents,
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Subdivisions,

‘?) with respect to each major functional category, an estimate

of budget outlays and an appropriute level of new budget author-
ity for all proposed programs and for all existing programs
(including renewals thereof), with the estimate and level for
existing programs being divided between permanent authority
and funds provided in appropriation Acts, and each such division
being subtﬁvidod between controllable amounts and all other
amounts;

* (4, an allocation of the level of Federal revenues recommended
in the concurrent resvlution among the major sources of such
revenues;

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

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

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

(8) information, data, and comparisons indicating the manner

_ in which, and the basis on which, the committce determined each
of the matters set forth in the concurrent resolution, and the rela-
tionship of such matters to other budget categories.

Al

MATTERS TO BE INCLUDED IN JOINT STATEMENT OF MANAQERS,
REPORTS BY COMMITTEES

Skc. 302. (a) ArLocatioN or Torars.—The joint explanatory state-
ment 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 and total new budget
authority among each committee of the IHouse of Representatives and
the Senate which has jurisdiction over bills and resolutions providing
such new budget authority.

(b) Rerorrs By CoMMITTEER.—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 conference report
on such concurrent resolution, and (B) further subdivide the
amount with respect to each such subcommittee between con-
trollable amounts and all other amounts; and

(2) every other committee of the House and Senate to which
an allocation was made in such joint explanatory statement shall,
after consulting with the committee or committees of the other
House to which all or part of its allocation was made, (A) sub-
divide such allocation among its subcommittees or among pro-

rams 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.



86

July 12, 1974 - 13 - Pub, Law 93-344

88 STAT, 309

Each such committee shall promptly report to its House the subdivi-
sions made by it pursuant to this subsection.

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

on the budget.

FIRST CONCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED BEFORE
LEQISLATION PROVIDING NEW BUDOET AUTHORITY, NEW BSPENDINO
AUTHORITY, OR CHANGES IN REVENUES OR PUBLIC DEBT LIMIT 18 CON-

S8IDERED

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

(lg 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; or
(4) new spending authority described in section 401 (c)(2) (C)
to become effective during a fiscal year;
until the first concurrent resolution on the budget for such year has
been agreed to pursuant to section 301.
(b) Exceprions.—Subsection (a) does not apply to any bill or

resolution—
(1) providing new budget authority which first becomes avail-

able in a fiscal year following the fiscal year to which the con-
current resolution applies; or
(2) increasing or decreasing revenues which first become cflec-
tive 1n a fiscal year following the fiscal year to which the con-
current resolution applies.
{¢) WAIVER IN THE SENATE—

(1) The committee of the Scnate which reports any bill or res--

olution to which subsection (a) applies may at or after the time it
reports such bill or resolution, report a resolution to the Senate
( I providing for the waiver of subsection (a) with respect to
such bill or resolution, and (B) stating the reasons why the
waiver is necessary. The resolution shall then be referred to the
Commiittee on the Budget of the Senate. That committee shall
report the resolution to the Senate within 10 days after the res-
olution is referred to it (not counting any day on which the
Senate is not in session) beginning with the Ja_v following the day
on which it is so referred, accomnanied by that committee’s ree-
ommendations and reasons for such recommendations with respect
to the resolution. 1f the committee does not report the resolution
within such 10-day period, it shall automatically be discharged
from further consideration of the resolution and the resolution
shall be placed on the calendar.

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

Congressional
committees’
report of sub-
divisions,

31 UsC 1324,

Resolution
referral,
Report to
Semte,

Debate, time
limitation,
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Debate, time
limitation,

or appeal, the time in opposition thereto shall be controllea Ly tie
minority leader or his designee. Such leaders, or either of thum,
may, from the time under their control on the passage of such
resolution, allot additional time to any Senator during the con
sideration of any debatable motion or appeal. No amendment to
the resolution is 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) of this
section shall not apply with respect to the bill or resolution to

which the resolution so agreed to applies.
PERMISSIBLE REVIFIONS OF CONCURRENT RESBOLUTIONS OF THE BUOGET

Skc. 304, At any time after the first concurrent resolution on the
budget for a fiscel year has been agreed to pursuant te section 201, and
before the end of such fiscal year, the two Houses may adopt a con-
current resolution on the budget which revises the concurrent resolu-
tion on the budget for such ff'scnl year most recently agreed to.

PROVISIONS RELATING TO THE CONBIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

Src. 305 (a) Procevuvre IN House OF REPKESENTATIVER AFTFR
Reronrt oF Commirree; DEnsTe.—~ A

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

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

(3) Consideration of any concurrent resolution on the budget
by the House of Representatives shall be in the Committee of the
\%bole, and the resolution shall be read for amendment nader the
five-minute rule in accordance with the applicable provisions of
rule XXTII of the Rules of the House of I‘epn-soutntives. After
the Committee rises and reports the resolution back to the House,
the previous question shall be considered as ordered on the reso-
lution and any amendments thereto to final passage withou! inter.
vening motion; except that it shall be in order at any time prior
to final passage (notwithstanding any other rule or provision of
law) to adopt an amendment (or a series of amendments) chang-
ing any figure or figures in the resolution as so reported to the
extent necessary to achieve mathematical consistency.
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(4) Debate in the House of Representatives on the conference Debate, time
report or any concurrent resolution on the budget shall be limited 11mitation,
to not more than 5 hours, which shall be divided equally bet ween
the majority and minority parties. A motion further to limit
debate 1s not debatable. A motion to recommit the conference
report is not in order. and it is not in order to move to reconsider
the vote by which the conference report is agreed to or dis-
agreed to.

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

(6) Appeals from the decisions of the Chair relating to the
application of the Rules of the House of Representatives to the

rocedure relating to any concurrent resolution on the budget
shall be decided without debate.
(b) Procepuvre IN SeNaTe APTER Rerorr or CoMMiITrEE; DEBATY;
AMENDMENTS. —

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

('+ 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 mannger of the concurrent resolution. except that in the event
the manager ot the concurrent resolution is in favor of any such
amendment, motion, or appeal, the time in opposition thereto
sha!l be controlled by the minority leader or his designee. No
amendment that is not germane to the provisions of such con-
cutreat resolution shall be received. Such leaders, or either of
them, may, from the time under their control on the passage of
the concurrent resolution, allot additional time to any Senator
during the consideration of any amendment, debatable motion,
or appeal. .

(3) A motion to further Jimit 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
sesston ) is not in order. Debate on any such motion to recommit
shall be limited to 1 hour, to be equally divided between. and
controlled by, the mover and the manager of the concurrent
resolution.

(4) Notwithstanding any other rule, an amendment. or series
of amendments, to a concurrent resolution on the budget proposed
in the Senate shall always be in order if such amendment or series
of amendments proposes to change any figure or figures then con-
tnined in such concurrent resolution so as to make such concurrent
resolution mathematically consistent or so as to maintain such

congisiency
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(¢) Action oN CoNrERENCE REPORTS IN THE SENATE—

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

Debate, time (2) During the consideration in the Senate of the conference

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

(3) Should the conference report be defeated, debate on any
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. DDebate on any amendment to any such
instructions shall be limited to 20 minutes, to be equally divided
bet ween and controlled by the mover and the manager of the con-
ference report. In all cases when the manager of the conference
report is in favor of any motion, appeal, or amendnient, the time
in opposition shall be under the control of the minority leader or
his designee.

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

Conference re=- (d) Rrquiren Acrion By Coxrerexce Commirrre.—If, at the end of

port, sutmite 7 days (excluding Saturdays, Sundays, and legal holidays) after the

tal to Congresss, conferees of both Houses have been appointed to a committee of con-
ference on a concurrent resolution on the budget, the conferees are
unable to reach agreement with respect to all matters in disagrecment
Letween the two Houses, then the conferees shall submit to their
reshective Houses, on the first day thereafter on which their House
is in session— .

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

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

(e) ConcurrentT Resorution Must Be CONSISTENT IN THE SEN-
ATE.—It shall not be in order in the Senate to vote on the question of
ngreeing to—

1) & concurrent resolution on the budget unless the fizures then
contained in such resolution are mathematically consistent ; or

(2) a conference report on a concurrent resolution on the budget
unless the figures contained in such resolution, as recommended
in such conference report, are mathematically consistent.
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LEGISLATION DEALING WITH CONUREHSIONAL BUDGET MUST RE HANDLED
BY BUDGET COMMITTEES

Sec. 308. No bill or resolution, and no amendment to any bill or
resolution, dealing with any maiter 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 reported
by the Committee on the Budget of that House (or from the considera-
tion of which such committee has been discharged) or unless it is an
amendment to such a bill or resolution.

HOUSE COMMITTEE ACTION ON ALL APPROPRIAT()N BILLS TO BE COMPLETED
BEFORBE FIRST APPROPRIATION BILL 18 REPORTED

Sekc. 307. Prior to reporting the first regular appropriation bill for
each fiscal yeur, the Committee on Appropriations of the House of
Represcntatives shall, to the extent practicable, complete subcommit-
tec markup and full committee action on all regular appropriation
bills for that year and submit to the House a summary report compat-
ing the committee’s recommendations with the appropriate levels of
budget outlays and new budget autharity as set forth in the most
recently agreed to concurrent resolution on the budget for that year.

REPORTS, SUMMARIES, AND PROJECTIONS OF (ONGRESSIONAL BUDOET
ACTIONS

Seo. 308. (a) Rerorrs oN LraisLaTioNn ProvipiNe New Buocer
AcTtHority or Tax Expexpirvres.— Whenever a comimittee of either
House reports a bill or resolution to its House providing new budget
authority (other than continuing appropriations) or new or increased
tax expenditures for a fiscal year, the report accompanying that bill
or resolution shall contain a statement, prepared after consultation
with the Director of the Congressional Budget Office, detailing—

(1) in the case of a bill or resolution provi&ing new budget
authority—

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

(B) a projection for the period of 5 fiscal years begin-
ning with such fiscal year of budget outlays, associnted with
the budget authority provided in that biﬁ or resolution, in
each fiscal ycar in such period ; and

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

(2) in the case of a bill or resolution providing new or increased
tax expenditures— -

(A) how the new or increased tax expenditures provided in
that bill or resolution will affect the levels of tax expenditures
under existing law as set forth in the report accompanyin
the first concurrent resolution on the budget for such fisca
year, or, if a report accompanying a subsequently agreed to
concurrent resolution for such year sets farth sucmvels,
then as set forth in that report ; and

(B) a projection for the period of 5 fiscal years beginning
with such fiscal year of the tax expenditures which will result

*  from that bill or resolution in each fiscal year in such period.

31 BC 1327,

31 usC 1128,

Summary report,
sutmi ttal to
Housse,

31 USC 1329,

Contents,
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31 UsC 1330,

No projection shall be required for a fiscal year under paragraph (1)
'()B) or (2) (B) if the committce determines that a projection for that
scal year i3 impracticable and states in its report the reason for such

impracticability.
b Ur-m-ﬁt\n TaBuraTioN oF CONGRESSIONAL ‘BupaET ACTIONS.—

- “The Director of the Congressional Budget Office shall issue periodic

reports detailing and tabulating the progress of congressional action
on bills and resolutions providing new budget authority and chnn%:nﬁ
revenues and the public debt limit for a fiscal year. Such reports sha
include, but are not limited to—

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

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

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

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

(c) Five-Year Prosecrion or CoNoressioNaL Bubcer AcrioN.—As
3001 &8 é)racticable after the beginning of each fiscal year, the Divector
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
the surplus or deficit, if any, for each fiscal year in such period;

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

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

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

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

(2) providing new spending authority described in section 401
(¢)(2) (C) which is to become eflective during such fiscal year.
Parsgraph (1) shall not apply to any bill or resolution if legislation
suthorizing the enactment of new hudFet authority to be provided in
such bill or resolution has not been timely enacted.
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BECOND REQUIRED CONCURRENT RESOLUTION AND RECONCILIATION
PROCESY

Ske. 3100 () Revorming or Conevarent Resovvrion.- The Com-
mittee on the Budget of each House shall report to its House a con
current resolution on the budget which reaffirms or revises the
concurrent resolution on the budget most recently agreed to with
respect to the fiscal yenr beginning on October 1 of such year. Any such
coneurrent resolution on the budget shall also, to the extent peces-
SAry---
(1) specify the total amount by which--

(A) new budget authority for such fiscal year;
(B) budget authority initially providos for prior fiscal
years; and
(C) new spending authority described in section 401 (c) (2)
(C) which is to become effective during such fiseal year,
contained in laws, bills, and resolutions within the jurisdiction
of a committee, is to be changed and direct that committee to
determine and recommend changes to accomplish a change of
such total amount;

(2) specify tha 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 amount by which the statutory limit on the
public debt is to be changed and direct the committees having
jurisdiction to recommend such change; or

(4) specify and direct any combination of the matters described
in paragraphs (1), (2),and (3).

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

(b) ComrreTiON OF AcTioN ON CoNCURRENT ResortTion.—Not later
than Septembet 15 of each year, the Congress shall complete action
(()n)the concurrent resolution on the budget referred to in subsection

8).
(¢) ReconciuiaTion Process.—If a concurrent resolution is agreed
to in accordance with subsection (a) containing directions to one or
more committees to determine and recommend changes in laws, bills,
or resolutions, 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 a reconciliation bill or reconciliation resolution, or both,
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, whether such changes are to be contained in a
reconciliation bill or reconciliation resolution, and submit such
recommendations to the Committee on the Budget of its House,
which upon receiving all such recommendations, shall report to
its House a reconciliation bill or reconciliation resolution, or both,
carrying out all such recommendations without any substantive

revision.

31 WsC 1331,

Filing.
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Reoonoiliation For purposes of this subsection, a reconciliation resolution is a con-

resolution,

Debate, time
limitation,

31 USC 1332,

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

(d) ComprrTioN OF RECoNCILIATION PROCESS.—Congress shall com-
plete action on any reconcilistion bill or reconciliation resolution
reported under subsection (c¢) not later than September 25 of each

ear.
y (e) PROCEDURE IN THE SENATE.— .

(1) Except as proyided in paragraph (2), the provisions of
section 30y 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 and
reconciliation resolutions reported under subsection (c) and con-
ference reports thereon. )

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

(f) CoNnuress May Nor AnsourNy UNTiL ActioN Is ComprLeTED.—]U
shall not be in order in either the House of Representatives or the
Senate to consider any resolution providing for the adjournment sine
die of either House unless action has been completed on the concurrent
resolution on the budget required to be reported under subsection (a)
for the fiscal ﬁear beginning on October 1 of such year, and, if &
reconciliation bill or resolution, or both, is required to be reported
under subsection (c) for such fiscal year, unless the Congress has com-
Pleted action on that bill or resolution, or both,

NEW DUDGET AUTHORITY, NEW BPENDINO AUTHORITY AND REVENUE
LYQISLATION MUST BE WITHIN APPROPRIATE LEVELS

Skc. 311, (a) Leoisramon Sussecr 10 PoINT or Ororr.—After the
Congress has completed action on the concurrent resolution on the
budget required to be reported under section 310(a) for a fiscal year,
and, if a reconciliation bill or resolution, or both, for such fiscal year
are required to be reported under section 310(c), after that bill has
been enacted into law or that resolution has been agreed to, it shall
not be in order in either the House of Representatives or the Senate to
consider any bill, resolution, or amendment providing additional new
lmdget authority for such fiscal gear, providing new spending author-
ity described in section 401(c) (2) (C) to become effective during such
fiscal year, or reducing revenues for such fiscal year, or any confer-
ence report on any such bill or resolution, if—

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 reconi-

mended in such conference report;

would cause the appropriate level of total new budget suthority or
total budget outlays set farth in the most recently agreed to concur-
rent resolution on the budget for such fiscal year to be exceeded, or
would cause revenues to be less than the appropriate level of revenues
set forth in such concurrent resolution.

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

BILIS PROVIDING NEW BPENDING AUTHORITY

fu. 401, (8) Leosiamion ProvipiNe CoNTRACT or BorrowiNo
AvtioriTr.— It shall not be in order in either the House of Represent-
atives or the Senate to consider any bill or resolution which provides
nev. spending authority described in subsection (c)(2)(A) or (B)
(or any amendment which provides such new spending authority),
unless that bill, resolution, or amendment also provides that such
new spending authority is to be effective for any fiscal year only to
such extent or in such amounts as are provided in appropriation Acts.
‘b) LeoisLation ProvipiNGg ENTITLEMENT AUTHORITY.—

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

(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution whichgrovides new spending
authority described in subsection (c)(2)(C) which is to become
effective during a fiscal year and the amount of new budget author-
ity which will be required for such fiscal year if such bil?eor resolu-
tiun is enacted as so reported exceeds the appropriate allocation of
new budget authority reported under section 302(b) in connection
wich 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 reconimendations,
within 15 calendar days (not counting any day on which that
Houso is not in session) beginning with the day following the day
on which it is so referred. ff the Committee on Appropriations of
either House fails to report a bill or resolution rezerre to it under
this paragraph within such 15-day period, the committee shall
sctomatically be discharged from further consideration of such
bill or resolution and such bill or resolution shall be placed on the
sppropriate calendar.

(3) The Committee on Aﬁpropriatious of each House shall have
junisdiction to report any bill or resolution referred to 1t under
paragraph (2) with an amendment which limits the total amount
of new spending authority provided in such bill or resolution.

=} DeriNITIONS.— : }

(1) For purposes of this section, the term “new spending
authority” means spending authority not provided by law on the
offective date of this section, including any increase in or addition
*o spending suthority provided by law on such date.

()" For purposes of paragraph (1), the term “spending author-
ity" ueans authority (whether temporary or permanent ) —

(A) to enter into contracts under which the United States
is obligated to make outlays, the budget authority for which
is not provided in advance by appropriation Acts;

(B) to incur indebtedness (other than indebtedness
incurred under the Second {.iberty Bond Act) for the repay-
ment of which the United States is liable, the budget authority
for which is not provided in advance by appropriation Acts;

aud

31 5C 1351,

Referral to
Appropriations
Committes,

Disohargs from
oonsideration,

Plaocement on
oalandar,

Tomrittee
Jurisdiotion,

40 Stat, 288.
31 USC 774,
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(C) to make payments (including loans und grants), the
budget authority for which is not provided for in advince
by appropriation Acts, to any person or government if, under
the provisions of the law containing such authority, the
United States is obligated to make such payments to persons
;)r governments who mect the requirements established by uch
aw.

Such term does not include authority to insure or guaurantee the
repayment of indebtedness incurred by another person cr govern-
ment.
(d) Exceprions.—
(1) Subsections (a) and (b) shall not apply to new spending
authority if the budget authority for outlays which will resuli

srom such new spending authority 1s derived—
(A) from a trust fund established by the Social Security

49 Stat, 620, Act (as in effect on the date of the enactment of this Act);
42 USC 1305, or

‘88 sTAT, 318

(B) from any other trust fund, 90 percent or inore of th~
receipts of which consist or will consist of amounts (trans
ferved from the general fund of the Treasury) equivatent to
amounts of taxes (related to the purposes for which such
outlays are or will be made) received in the Treasury under
specified provisions of the Internal Revenue Code of 19:4.

68A stﬂtc 3

26 USC 1 et seq. (2) Subsections (a) and (b) shall not apply to new spending
authority which is an amendment to or extension of the State

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

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

(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 corpo-
ration (as defined in section 201 of the Government

59 Stat, 600} Corpouration Control Act), or (ii) a wholly owned Govern-
87 stat, 1005, ment corporation (as defined in section 101 of such Act)
31 USC 856, which is specifically exempted by law from complisnce «ith
59 Stat, 597) any or all of the provisions of that Act ; or
g: f;;'a‘é”“ (13) the outlays resulting therefrom consist exclusively of
* the proceeds of yifts or bequests made to the United States
for a specific purpose.

REPOKRTING OF AUTHORIZING LEGISIATION

Skc. 42, (8) ReQuirenp RerorTing DaTe.— Except as otherwise pro-
vided in this section, it shall not be in order in either the House of
Representatives or the Senate to consider any bill or resolution which.
directly or indirectly, authorizes the enactment of new budget author-
ity for a fiscal year, unless that bill or resolution is reported in the
House or the Senate, as the case may be, on or before May 15 preced-
ing the beginning of such fiscal year.

(b) EMercencY Warver 1N THE House.—If the Committee on Rules
of the House of Representatives determines that emergency conditions
require a waiver of subsection (a) with respect to any bill or resolu.
tion, such committee may report, and the House may consider and
adopt, 8 resolution waiving the application of subsection (a) in the
case of such bill or resolution.

31 ¢ 1352,
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(c) WAIVER IN THE SENATE.—
(1) The committee of the Senate which repoits any bill or

resolution may, at or after the time it reports such bill or resolu-
tion, report a resolution to the Senate (A) %roviding for the
waiver of subsection (8) with respect to such bill or resolution,
and (B) stating the reasons why the waiver is necessary. The
resolution shall then be referred to the Committee on the f;'ud t
of the Senate. That committee shall report the resolution to the
Senate, within 10 days after the resolution is referred to it (not
counting any day on which the Senate is not in session) beginning
with the day following the day on which it is so referred accom-
panied by that committee's recommendations and reasons for such
recommendations with respect to the resolution. If the committee
does not rerort the resolution within such 10-day period, it shall
automatically be discharged from further consideration of the
resolution and the resolution shall be placed on the calendar.

(2) During the consideration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by, the majority leader and the minovity leader or their
designecs, and the time on any debatable motion or appeal shall be
limited to 20 minutes, to be equally divided be!ween, and con-
trolled hy, the mover and the manager of the resolution. In the
event the manager of the resolution is in favor of any such motion
or appeal, the time in opposition thereto sha'l be controlled by
the minority leader or his designee. Such leaders, or either of
them, may, from the time under their control on the passage of
such resolution, allot additional time to any Senator during the
consideration of any debatable motion or appeal. No amendment
to the resolution is in érder,

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

(d) Centaix Bins ano Resorutions Receiven From OTHER
House.—Notwithstanding the provisions of subsection (a), if under
that subsection it is in order in the House of Representatives to con-
sider a bill or resolution of the House, then it shall be in order to
consider a companion or similar bill or resolution of the Senate; and if
under that subsection it is in order in the Senate to consider a bill or
resolution of the Senate, then it shall be in order to consider a com-
panion or similar bill of the House of Representatives.

(e) Ex)cré'ri)ons.—— (a) shall ] y i

(1) Subsection (a) shall not apply with respect to new spend-
ing authority described in section 431 (¢)(2) (8(;. pe

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

(f) Stupy oF ExisTiNG SreNpiNe AUTHORITY AND PERMANENT
Arpropriations.—The Committees on Appropriations of the House of
Representatives and the Senate shall study on a continuing basis those
provisions of law, in effect on the effective date of this section, which

provide spendin§ authorit
rom time

Referral to
Budget Coomite
tee,

Report to Sen-
ate,

Disoharge froa
oonsideration,
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Debate, time
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y or permanent budget authority. Each Report to

committee shall, to time, report to its House its recommen- Congress,

dations for terminating or modifying such provisions.
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ANALYBIS BY CONORESSIONAL BUDGET OFFICE

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

(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 gurﬂ following
such fiscal year, together with the basis for each such estimato;

snd
(221 a comparison of the estimate of costs described in pars-
graph (1) with any available estimate of costs made by such
committee or by any Federal agency. X .
The estimate and compsrison 8o submitted shall be included in the
report mompmgéng such bill or resolution if timely submitted to
such committee before such report is filed.

JURISBDICTION OF APPROPRIATIONS COMMITTEES

Sec. 404. (s) AmenpuenT or House Rures.—Clause 2 of rule XI of
the Ruleswfthe House of Representatives is amended by redesignatin
paragraph (b) as paragraph (e) and by inserting after paragraph (a
the following new Faraguphs:

“;b) Rescission of appropriations contained in appropriation Acts
(referred to in section 105 of title 1, United States o).

“gc The amount of new spending authority described in section
401(c)(2) (A) and (B) of the Congressional Budget Act of 1974
which is to be effective for a fiscal year.

“(d) New spending authority described in section 401(c)(2)(C)
of the Congressional Budget Act of 1974 provided in bills and resolu-
tions referred to the comittee under section 401(b) (2) of that Act
(but subject to the provisions of section 401(b) (3) of that Act).”

(bt‘ AMENDMENT OF SENATE RuLzs.—Subparagraph (c) of para-
graph 1 of rule XXV of the Standing Rules of the Senate is amended
to read as follows:

“(c) Committee on Appropriations, to which committee shall be
referred all proposed legislation, messages, petitions, memorials, and
other matters relating to the following suL]ects:

“1, Except as provided in subparagraph (r), appropriation of the
revenue for the support of the Government.

“2, Rescission of appropriations contained in appropriation Acts
(referred to in section 105 of title 1, United States ode?. .

“3, The amount of new spending authority described in section 401
(93 (2) (A? and (B) of the Congressional Budget Act of 1974 pro-
vided in bills and resolutions referred to the committee under section
101(b) (2) of that Act (but subject to the provisions of section 401
(b) (3£ of that Act). .

“4, New advance spending authority described in section 401(c)
(2)(C) of the Congressional Budget Act of 1974 provided in bills
and resolutions referred to the committee under section 401(b) ('2) of
mat) Act (but subject to the provisions of section 401 (b) (8) of that
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EXERCISE OF RULEMAKING POWERAR

Skc. 904, (8) The provisions of this title (except section 905) and of
titles [, III, and IV and the provisions of sections 606, 701, 703, and
1017 src enacted by the Congress—

(1) a8 an exercise of the rulemaking power of the House of
Representatives and the Senate, respectively, and as such they
shal! be considered as part of the rules of each House, respectively,
or of that House to which they specifically apply, and such rules
shall supersede other rules only to the extent that they are incon-
sistent therewith; and

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

(b) Any provision of title ITT or 1V may be waived or suspended
in the Senate by s majority vote of the Members voting, a quorum
being present, or by the unanimous consent of the Senate.

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

® ¢ ® ® | J L]

(9]

31 USC 130}
note,

Waiver,
Ante, po. 306,

Appeals.

Tl men e PSR SLplbEAGa LD M RO RN Y m g e, [P T N LI WLV P



APPENDIX C

Tax Expenditures by Function (Excerpt From Special Analysis
of the Budget of the United States Government, pages G-43-G-47
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SPECIAL ANALYSIS G G—43

Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION

{In mdions of dollars)

! fiscal years
Descriphon ‘ Corporaons I | Indviduals
198 1985 ¢ 1986 | 1984 | 1985 1986
C i , S
National defense: ‘ ! ‘ {
Exclusion of benefits and allowances fo Armed i : ! |
Forces personnel............................wm. — I R | 1825! 1960, 2095
International affairs: , ; f i
Excsluswn of income earned abroag by Umted' A , f ool P
tates CIIZENS ... ....ccoooeoovvriees s e reniain e e, ereenenens i L3 A
Deferral of income of domestic intemnational sales . \ i j : ;

corporations (DISC) ... 850 470 g F— NN S
Exclt;ssuém of income of tocengn sales corporatuons | ; | i

(FSC) oo e T 470, 10001...... SN S
Deferral of income from controlled | ! ! |

foreign corporations: ! | ,‘
Pre-1983 budget method........cc.c.ccoesveoccrccnen |5, 35 390 L. SR S
Post-1982 budgel method.................c..cccoococoicis covrvrnee OO USRS SOV SO HONAO
General science, space, and technology: i : | |
Expensing of research and development expendi- | j ;

TIBS .. oo s e ssssssssress i 3355 3530 3,745 140 160 180
Credit for increasing research activities............ ...... f 1,360| 1615 L110 20 25 15
Suspension of the allocation of research and ex- | | |

perimentation expenditures..................cccooooooen..nn. ; % 125 65 Lo s s

Energy: | ; !
Expensing of exploration and devel- { t
opment costs: | ;

0l and Bas ... .ooococcrerrmins e s {485, 9700 LI5S0} 930 1.060; 1140

Other fUelS .. ..o o o i [ S i U B— I—
Excess of percentage over cost depietion: : ; f |

0l and gas .. ...ooooooocc oo, 325! 305, 285 850 815 755

O TUEIS. ... e 355! 360| 390! 15] 15| 15
Capital gains treatment of royaities on coal............. 10 f 10 15 90 100 110
Exclusion of interest on State and local industrial | ! 3 i

develcpment bonds for cerlain energy lacililies....’ 90 ; 95 100 70! 80 90
Residential energy credits: : |

Supply 1CENtIVES ... oot e ’ ............................. B —— ! 325 j 330 ! 318

Conservation incentives... ...........c.......cee..... S — [ 2100 450 19

(101)
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G-44 _ __ THE BUDGET FOR FISCAL YEAR 1946 _
Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION—Continued
{in mithons of JoHars)
T L e
Description ! Covpomnogs o rm_ N lmm:!s

- S
1984 1985 | 1986 o 14,1989 198

-..-L. T L4 =
|

S D e e =

Alternative, conservation and new !

techndlogy credits: i | '
Supply incentives . et e ereaeneraenenn e 1951 185 ; 120 25 25 20
Conservation INCENtIveS ...............covcerecccssscrrrnsnen 10 *. * A S
Altetnative fuel production Credit ................ ... TN T T o
Alcohol fuel credit ! S T S
Energy credit for intercity buses...................ccooccuns lO 10 5 * ' *
Special rules for minning reclamation reserves.......... 10 35 45 * 5: 5
Natural resources and environ- | :
ment: ‘ ‘ 1
Expensing of explotanon and development costs, . . r
*

NnONTuel MINBIAIS.....ovovcrcvreecrecrirsrcienenee] L ¥ Do
Excess of percentage over cost depletion, nonfuel
MURTAIS .........ooeooveeerseneses e sssssssssesssssssessesmnies 315 365 415 15 15 15
Exclusion of interest on State and local 10Bs for
pollution control and sewage and waste disposal

facilities ... . 640 695 755 500 575 645
Tax mcenhves for preservation of historic struc-
tures.... " 90 110 140 165 A5 25
Capital gams treatment of iron ofe............ccooooovenenn.. * * * 15 | 20 | 25
Capital gains treatment of certain timber income....., 215 210 345 80;: 8 I 90
Investment credit and seven-year amortization for i
reforestation expenditures ...............cco.....ccooevvvvvene. 20 20 20 * ¢ 5
Agriculture:
Expensing of certain capital outlays .......................... 15 15 80 565 595 620
Capital gains treatment of certain income........... ... 20 30 35 550 580 605
Commerce and housing credit:
Dividend exclusion............veveereervecerenionee e 495 505 525
Exclusion of interest on small issue industrial
development bonds 1,265 1,385 1,530 985 L1175 1,350
Exemption of credit union income ...............c......vunnes 240 210 290 |.
Excess bad debt reserves of financial institutions ..... 635 810 970 SR S
Exclusion of interest on life insurance savings 3190 3915 3,655
Deductibility of interest on consumer credit 12,680 | 14,625 | 15,900

Deductibility of morlgage interest on owner-occu-
IO BOMES ....ovvucrrenmsessensrnnrsssessssensesennsseenerssessfessssssssssssn et sssssssssnses 22,135 1 24,925 | 21,300

0 ST 8.820 | 9,725 10,745

Deductibility of property tax on owner-occupied
homes

Exclusion of interest on State and local housing

bonds for owner-occupied housing................... 1,205| 1500 | 1,805 | 5| 350 450
Exclusion of interest on State and local debt for

rental housing 435 540 650 2954 310 455
Capital gains (other than agriculture, timber, iron

ore and coal) 14401 1540 | 1,675 17,615 18,355 19,260
Deferral of capital gains on home sales . .4 17051 1,7801 1,885
Exclusion of capital gains on home sales for

persons age 55 and over 155 805 860
Carryover basis of capital gains at death...............)o.cc..oo....o.. . 3860 4355 4940

Investment credit, other than ESOP's, rehabilitation
of structures, energy property, and reforestation

expenditures .| 20,2851 20710 | 22,020 ! 3,160 | 3,190 3,285
Accelerated depreciation on rental

housing:

Pre-1983 budget method 150 160 180 530 615 670

Cotimert, o wmMe v e b rnpa@infoninl W B e e T ped a0
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Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION—Continued
(in mitons of dollars)

Description

Post-1982 budget method................coooocevrrumnnne.
Accelerated depreciation of build-
ings other than rental housing:
Pre-1983 budgel method..................ccoooovvrvvcenene -
Pos!-1982 budget method............................cc..
Accelerated depreciation of machin-
ery and equipment:

Pre-1983 budget method.....

Post-1982 budget metnod....
Safe harbor leasing rules..............
Amortization of start-up costs..
Exclusion of interest on certain savings certificates ..
Reinvestment of dividends in public ulility stock.......
Reduced rates on the first $100,000 of corporate

income:

Pre-1983 budget method .........ccoooooovvvvverererrnenees

Post-1982 budget method....................ccoooervercrucnn.
Deduction for special percentage of taxable income

for life insurance companies....................ccooorvveveeee

Transportation:

Deferral of tax on shipping companies......................
Exclusion of interest on State and local bonds for

Community and regional development:
Five-year amortization for housing rekabilitation .......
Investment credit for rehabilitation of structures
(other than historic) ...
Exclusion of interest on 10Bs for airports, docks
and sports and convention facilities........... ..........
Education, training, employment, and social serv-
ices:
Exclusion of scholarship and fellowship income:
Pre-1983 budget method.....

G-45

200
230

Post-1982 budget method..............ccccooorverrmvrerreeees
Exclusion of interest on State and local student
loan bonds ....... .
Exclusion of interest on State and local debt 101
private nonprofit educational {acilities.......... ........
Parental personal exemption for students age 19

Employer educational assistance............c.ooewvvvvereerenne
Exclusion of employer provided child care.................
Exclusion of employee meals and lodging (other

than military) .........cccooecvveerecrmrenreccrncnne

Exclusion of contnbutuons o prepaid Iegal services
plans

Investment \credit for ESOPs
Credit for child and dependent care expenses

General jobs credit

Targeted jebs credit
Deduction for two earner married couples.................

50| 280
)

5| 8
w6
160| 165
195] 225
655 | 645
0| 95
B 40
1120 | 1,230
75| 910
10| 25
0] 2
19| 810
TYERE
2195 | 2,500
SRS
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G-46 THE BUDGET FOR FISCAL YEAR 1986
Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION—Continued
{in mahons of doliars)
Fiscal years
Descrption (‘Atnmtm I Indviduals
o | s r TRIEREERED
Deductbility of charitable contributions, other than 1

education and health......................coooooovrvvrmniin, 525 515 550 ' 9,580 | 10,620 | 12,460
Deductions for certain adoplion expenses........ ........|.............. SN SR 10 10 10
Exclusion of parsonag¥ allowances... o 1350 1301 140

Health: i
Exclusion of employer contributions for medical !

insurance premiums and Medical Care.................fecoooceioerneesfeveeenerererforesserns 19,145 | 21,245 1 23,700
Deductiviity of medical expenses [ 365 | 3430 | 3805
Exclusion of interest on State and local debt for

private nonprofit health facilities........................ 1,065 1335 1,630 250 305 355
Deductibility of charitable contributions (health) ...... 260 255 2151 1,400 1555 1825
Tax credit for orphan drug research...............cc........ 15 15 15 oo

Social Security and Medicare:
Exclusion of social security benefits: |

Disability insurance benefits.....................cccooooc. . . 1,245 1,165 1,185

0ASI benefits for retired workers.......................... . oo e 13,8181 12,830 | 13,385

Benelits for dependents and survivors ... o] 375513780 3,990

Income security:
Exclusion of railroad retirement system benefits .......|............... 615 450 455
Exclusion of workmen's compensation benefils ........ SRR ;2165 23251 2500
Exclusion of public assistance benefits: {
Pre-1983 budget method SRR SO 515, 52 530
Post-1982 budget method...............cc...ovvvvcce R -
Exclusion of special benefits for disabled coal

miners 155 150 150
Exclusion of untaxed unemployment insurance ben-

OIS ..o eeeeeeeeemmenese s sssbeese s . 2,045 1,605! 1,260
Exclusion of disability pay SRS FTOROROOTN: SO 1T USUTN SO
Exclusion of mititary disability pensions - 120 120 125
Net exclusion of pension contributions and earn-

Ings:

Employer plans..... .. 44,050 | 44,205 , 55,110

Individual Retirement Accounts ..] 10,990 { 12,050 | 13,410

KBOBDS .......ooeoreceeemmsesescscrssnssesessssssssssasssssssaessssesssscse]srcmenecsennes 1,410 | 1,585 | 1,685
Exclusion of other employee benefits: X ‘

Premiums on group term life insurance................. FEERTRRTOON RO R 1910 0 2,055 2220

Premiums on accident a4 disability iNSUIANCR.....|........cceere]cresrerrrne. S 125 125 130

Income of trusts to finance =upp!emenlary un-

employment benefits SO FUOPSVRSSORIET! NSRRGSR ITVSOROTOO 20 20 30
Additional exemption for the Blind....................vceeerafsursrremmssssedfseessseersesensforseesreenes 40 L 45
Additional exemption for elderly 2520 2,665 2920
Tax credit for the elderly and disabled R 145 225 225
Deductibility of casualty losses | 30| 435 490
Earned income Credit 3............oooooovoovevrereivicnrennsnrincsf e 330 305 340

Veterans benefits and services:
Exclusion of veterans disability compensation 16401 1675] 1,720
EXClUSion Of VELEIans PERSIONS ..............c..cvermeenreemsmncfuneneseesnsersoesssssesissssssecssessosen G198 190 190
Exclusion of Gl bill DEREMLs..................cooomveevmeremcennec e sronsmsessssesforsmessensionns 135 125 110
Exclusion of interest on State and local debt for |
velerans housing 200 220 335 40 45 50
General government:
Credits and deductions for political contributions . 215 295 290
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Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION—Continued
(In meibons of ooilars)
Frscat mts »
Ingwiduals
1984 i 1985 E 1386

i
Descrpton { Corporations
: 1984 198Y
f !

1986

General purpose fiscal assistance: ; i

Exclusion of interest on public purpose State and i

focal debl.............. oo+ o © 6,235 6,755 7320
Deductibility of nonbusiness State and local taxes | :

other than on owner-occupied homes.... j PR I 20 895 | 22, 520 24,650

{

!

e

|
J
§ : 1
] 1395:‘ 2oaof 2170

i
Tax credit for corporations receiving income  from i :’ [
1310 ! 1,440%‘ 1585 ............... O O
825

Interest: | i | i
Deferral of interest on savings bonds.. ... ... l ............... e— — l 720: 770
. N . ]

°§25 mellm o less AH mmm have bcen lourdtd lo the nearest 85 milon
' In addition. the eacmphion from the excise tan tor aicohol fuels results in 3 reduction +9 extise tax recepts of $215 mion in 198¢ $270

mithon ¢ 1985, and $305 mihon n 1986
2 The figures in the table inlicate the effect of the earned sncome tax credit on receipls The effect on ouliays 15 1984, $1.120 mibon 1985,

$1.041 méion, 1986, $1.165 miion

doing business in United States possessions. .. L
i i
|

O



