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Note: At the time this document was prepared, many of the details
of the Bush Administration’s revisions to the budget were not
available. In general, except as otherwise noted, the information
in this document is based on the budget documents submitted
by President Reagan in January of 1989.
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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET
PROCESS ON FINANCE COMMITTEE

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

In addition to revising the budget act, the 1985 and 1987 amend-
ments set up temporary procedures designed to assure the attain-
ment of a balanced budget by fiscal year 1993. For each fiscal year
between now and FY 1993, the Act establishes maximum deficit
amounts as follows: FY90 $100 billion; FY91 $64 billion; FY92 $28
billion. A $10 billion tolerance level is established for each of these
three years. For FY93, the act specifies a zero deficit as the maxi-
mum deficit amount and provides no tolerance. If Congress fails to
meet the specified goal for any of these years, an automatic deficit
reduction procedure (called “‘sequestration’’) will go into effect.

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

1. Letter to Budget Committee.—By February 25 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 re-
spect to such expenditures, revenues, and the debt limit. For the
current year, the deadline for submitting this report has been ex-
tended to March 8 to allow the report to consider the revised
budget submissions of the Administration. (The reports submitted

" in the 100th Congress appear as Appendix A of this document.)

2. Timing restrictions on tax and spending bills.—Certain kinds
of legislation may not be considered prior to the adoption by Con-
gress of the Budget Resolution. This restriction applies to most of
the legislation considered by the Finance Committee: revenue and
debt limit changes for the uﬁcoming fiscal year and legislation in-
creasing expenditures in such areas as social security and welfare.

3. Budget allocation reports.—After the adoption of a budget reso-
lution by the Congress, the Finance Committee is required to file
an allocation report showing how the aggregate spending authority
assumed in the budget resolution for all Finance Committee pro-
grams will be subdivided. This subdivision can be by program or b
subcommittee. A point of order will lie against any bill or amend-
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ment affecting Finance Committee spending program jurisdiction if
the allocation report has not been filed or if it is inconsistent with
the proposed legislation. Also, for non-trust fund entitlement pro-
grams, bills reported from the Finance Committee could be subject
to 15-day referrals to the Ap{)ropriations Committee if they have
not been provided for in an allocation report. As it acts on legisla-
tion throughout the year, the Committee can file revised allocation
reports. A copy of the most recent allocation report appears as Ap-
pendix F.

4. Resolution totals binding.—By April 15, Congress is required
to complete action on the concurrent budget resolution for the
coming fiscal year setting appropriate revenue, spending, and defi-
cit levels. For the duration of the Gramm-Rudman-Hollings legisla-
tion, the budget resolution must set a deficit which is no greater
(but can be smaller) than the Gramm-Rudman-Hollings maximum
deficit amounts described above. After the resolution is adopted,
points of order can be raised against bills or amendments which
would cause its overall spending ceiling to be exceeded, or would
cause revenues to fall below its revenue floor, or would cause the
Gramm-Rudman-Hollings maximum deficit amount to be breached.

5. Reconciliation.—The budget resolution can require the Fi-
nance Committee to report “reconciliation” legislation hy a speci-
fied date to raise taxes or cut back on spending programs within
the committee’s jurisdiction. Such legislation is considered under
special procedures which establish automatic time limits for consid-
eration and prohibit nongermane amendments. The Budget Act
schedule calls for Congress to complete action on reconciliation leg-
islation by June 15.

6. Sequestration.—If the overall impact of spending and revenue
legislation enacted by Congress and the President does not reduce
the deficit sufficiently to meet the Gramm-Rudman-Hollings target
(with the $10 billion tolerance), a “sequestration” process is trig-
gered under which non-exempt spending programs are reduced by
amounts sufficient to bring the deficit down to the target (without
any tolerance). Half the savings must corne from domestic pro-
grams and half from defense. Within each category, all non-exempt
programs must be uniformly reduced. For the most part, entitle-
ment programs are exempt from sequestration although Medicare
payments would be reduced by not more than 2 percent. The deci-
sion as to whether a sequestration is required is made by the Direc-
tor of OMB based on the situation prevailing on October 15.

THE BUDGET PROCESS

1. Key Concepts

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

In early January of each year, the President submits to the Con-
gress his budget plan for the fiscal year which will start on the fol-
lowing October 1. The President’s budget not only sets forth the
overall levels of spending and revenues that he recommends but
also contains a detailed listing of how much he estimates and pro-
poses for each individual program of government.
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The Congressional budget is a concurrent resolution regorted
from the House and Senate Budget Committees and adopted by the
Congress. Unlike the President’s budget, it does not include de-
tailed programmatic budget levels. Instead it establishes overall
budget aggregates: total revenues, total outlays, total budget au-
thority. The budget resolution does include a breakdown of the
spending totals by broad functional categories such as “national de-
fense”, “agriculture”, etc., but these are not binding.

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

Baseline.—Both the President’s budget and the Congressional
budget set forth plans as to what the ultimate levels of taxes,
sEending, and deficit or surplus should be for the fiscal year after
the impact of any legislative changes which may be enacted. In
order to determine how much of a change in law or policy is re-
quired to reach the budgetary goals, it is necessary to compare the
budget plan with a ‘“baseline” budget which represents the con-
tinuation of current law and policy. A baseline would generally
assume continuation of entitlement programs and revenue laws
without substantive change and the enactment of discretionary ap-
propriations at a level which permits the continuation of existing
policies. Ordinarily, in order to construct a baseline that represents
a_continuation of existing policy, an inflation factor would be ap-
glied to discretionary appropriations. At the present time, the

udget process uses three different baselines: the CBO baseline
which projects spending and revenues using CBO’s own economic
and technical assumptions, the OMB “current services” baseline
which employs the Administration’s economic and technical as-
sumptions, and the Gramm-Rudman-Hollings baseline. The GRH
baseline is similar to the OMB “current services” baseline, but it
follows certain statutory specification in the GRH legislation and is
used to determine how much deficit reduction is needed to avoid
sequestration.

Baseline for Fiscal Year 1990
[In billions of dollars]

Required deficit reduction

Baseline deficit

to meet target s‘;’qﬂgg{g’
CBO DASEliNe............ceeereeeeemreereeeeeeeenessesesssenes 146 46 36
OMB current SEIVICeS.........ooeevmeemeeerererereereeres 127 27 17
GRH baseling.........coveeemneeeeneeerieeecreseecessersens 1126 26 16

! In making the final sequestration calculations in October, OMB will be required to apply a statutory rule for
determining the rate at which appropriations will actually be spent. That rule will effectively reduce the $126
billion baseline deficit to $122 billion.
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Spending Authority.—Federal laws which control the expendi-
ture of Federal funds can be generically referred to as “spending
authority.” Some of the more significant types of spending author-
ity are:

DISCRETIONARY APPROPRIATIONS

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

ervic)es program and the Maternal and Child Health pro-
gram.

ENTITLEMENTS

In general, most Finance Committee spending programs are
entitlements From a budgetary perspective, this means that
the actual control of spending levels is exercised by the sub-
stantive legislation under the jurisdiction of this Committee
rather than by annual appropriations acts. There are two types
of entitlements: direct spending entitlements such as social se-
curity which do not require annual appropriations because
their funding is based on a permanent appropriation and “ap-
propriated entitlements” such as Medicaid and the program of
aid to families with dependent children. The costs of these pro-
grams are controlled by thc substantive legislation, but their
funding is nevertheless included, as a mandatory or nondiscre-
tionary item, in annual appropriations bills.

Outlays.—Although Congress exercises control over spending by
enacting, modifying, or repealing various forms of “spending au-
thority,” the annual deficit or surplus is determined by comparing
revenues and outlays. Outlays take place when the spending au-
thority actually results in the expenditure of funds. In some pro-
grams (for example, defense procurement activities), there can be
major differences between spending authority and outlays. For
practical purposes, however, Finance Committee programs are as-
sumed to have annual outlays equal to annual spending authority
(which is not the same as “budget authority”). )

Treatment of social security and Medicare.—Public Laws 98-21
and 99-177 established special rules for the budgetary treatment of
the Old-age, Survivors, and Disability Insurance (OASDI) and the
Hospital Insurance (HI) programs. Effective starting in FY 1993 for
HI and effective starting with FY 1986 for the OASDI program,
current law requires that the expenditures and revenues of these
programs be excluded in computing budgetary totals for purposes
of both the President’s budget and the Congressional Budget. At
the same time, however, the Gramm-Rudman-Hollings statute
specifies that the income and outgo of the OASDI program is to be
included in determining whether or not the GRH targets are met.
Since the current budget process focuses heavily on the attainment
of the GRH targets, most budgetary displays show combined (or
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‘“unified”) totals which include the impact of social security. Strict-
ly speaking, however, OASDI is “off-budget.”

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

2. Outline of Congressional Budget Process.

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

When agreed to by the House and the Senate (which is required
to happen by April 15), the budget resolution represents congres-
sional judgment of the appropriate fiscal situation for the coming
year. The resolution is intended to guide the development of legis-
lation providing for taxes and spending, and such legislation can be
subject to points of order if it is inconsistent with meeting the over-
all revenue and spending totals in the resolution.

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

3. Waiver of Rules Regarding Budget Prccedure

Some of the rules applicable to Senate procedures under the Con-
gressional Budget Act can be waived by a majority vote of the
Senate. Others require a vote of three-fifths of the full Senate
membership (60 votes). In addition, the act includes a special
waiver procedure in connection with the provisions requiring that
revenue, debt limit, and spending bills (including social security,
welfare, etc.) not be acted on before the adoption of the budget res-
olution. If a committee wished to have such legislation considered
outside of the prescribed time, it would report out a resolution pro-
viding for waiver of the rule. This resolution would be referred to
the Budget Committee, which would have 10 days in which to con-
sider and make its recommendations with respect to the waiver.
Once the resolution is reported by the Budget Committee (or after
10 days in any case), the resolution of waiver would be voted on by
the Senate. If it were approved, the Senate could then proceed to
consider the legislation,
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4. Impact of the Budget Act on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDERAL SPENDING

Annual report to Budget Committee.—Each year, prior to the con-
sideration of the concurrent resolution on the budget, each commit-
tee is required to make a report to the Budget Committee present-
ing its views and estimates concerning spending under its jurisdic-
tion during the coming fiscal year (and the following two fiscal
years). By statute this report is due no later than February 25. This
year the reporting date has been postponed to March 8.

Allocation report after adoption of 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 consist-
ent with the budget resolution. Bills and amendments involving
spending may not be considered until the committee with jurisdic-
tion over that spending program has filed its allocation report, and
points of order may be raised against bills or amendments which
are not accommodated in these allocation reports. See appendix F
which contains a reprint of the most recent allocation report of the
Committee on Finance.

Limitation on consideration of spending bills.—The Congression-
al Budget Act provides that bills involving appropriated entitle-
ment programs (such as welfare or Medicaid) and bills directly in-
creasing spending authority (such as social security or unemploy-
ment insurance) may not be considered in the Senate prior to the
adoption of the 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. In addition, entitlement
legislation (other than trust fund legislation) reported after Janu-
ary 1 of any year may not have an effective date prior to October 1
of that year.

Impact of concurrent budget resolutions on legislation.—The .con-
current resolution, which is to be passed by April 15, not only sets
appropriate spending levels but may direct the committees having
jurisdiction over spending legislation to report reconciliation legis-
ation to rescind previously enacted spending authority so as to
bring spending for the coming fiscal year within the levels deter-
mined to be appropriate. In the case of the Committee on Finance,
in order to meet such a requirement that the committee could
report legislation to defer or reduce benefits under entitlement pro-
grams, ‘including both trust fund programs (such as unemployment
insurance or Medicare) and non-trust-fund programs (such as wel-
fare, social services or Medicaid). Reconciliation legislation may not
include changes in the Social Security programs of Old-Age, Survi-
vors and Disability Insurance (OASDI).

After the adoption of the budget resolution for a fiscal year, new
spending measures for that fiscal year would be subject to a point
of order if they would cause the spending limits in the concurrent
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resolution to be exceeded or would cause the deficit for the fiscal
year to exceed the maximum deficit amount. 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 or revised budget resolution could, however, be
passed to authorize such additional spending, or the rule could be
waived by a three-fifths vote of the Senate.)

The budget totals included in the resolution are mandatory, es-
tablishing firm guidelines within which the Congress considers leg-
islation affecting spending. Thus, if unrealistic assumptions or ob-
Jectives are used in setting the budget resolution totals, committees
may Zubsequently find their ability to act on desired legislation im-
paired.

Appropriations Committee review of certain entitlement bills.—
Legislation in such areas as supplemental security income, welfare,
social services, or Medicaid creates an entitlement to payments on
the part of individuals or State or local governments even though
these programs are funded through appropriations acts. The Con-
gressional Budget Act requires that any future legislation 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 en-
actment would exceed the amount provided for in the committee’s
allocat¥on” of its spending authority under 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 or extending the general revenue sharing pro-
--gram to the extent that such legislation included an exemption
from that requirement.

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

Report on spending legislation.—The Budget Act requires the
committee, in reporting legislation involving increased spending, to
include in the report information showing how that spending com-

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

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee.—The annual report to
the Budget Committee which is described above 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 adoption of the budget resolu-
tion.—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 resolution on the
budget. This rule does not prevent action on revenue changes to be
effective in years after the upcoming fiscal year. (A procedure for
waiving this limitation is provided for; the rule could also be sus-
pended by a majority vote of the Senate.)

The wording of this provision of the Budget Act is not entirely
clear. In 1978, the Senaie Budget Committee adopted the position
that this restriction required that there be no increase or decrease
in revenues to become effective in the next fiscal year for which no
budget resolution had been adopted. In other words, under this in-
terpretation, 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 position of the Fi-
nance 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 consid-
ered throughout the remainder of the calendar year which would
be effective for the fiscal year to which the resolution applies and
for any future fiscal year.

The point of order raised by the Budget Committee was sus-
tained by the Chair, but the ruling of the Chair was overturned b,
the Senate on a vote of 38 to 48. This occurred on October 5. 1978.

Impact of a budget resolution.—As with spending measures, the
concurrent resolution adopted in mid-April sets mandatory levels
for revenue and debt limit legislation, and may direct the Commit-
tee on Finance to report reconciliation legislation to achieve the
changes in aggregate revenues or in the debt limit which the Con-
gress determined to be appropriate. Such legislation would have to
be reported in time to be included in the reconciliation bill which
is to be acted upon by June 15.

Once a budget resolution is adopted by the Congress, any legisla-
tion which would cause the total revenues to be reduced below the
levels specified in the budget resolution would be subject to a point
of order. If the budget resolution sets a revenue target which exact-
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ly matches the projected revenues under existing law (or any ex-
pected modifications to existing law), even minor bills having
nearly negligible revenue impacts can be rejected on a point of
order. If the resolution includes goals based on unrealistic assump-
tions about revenue increases, the committee will face points of
order against the consideration of any revenue reducing 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 a projection by CBO (if timely received) 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 nrojection of the tax expenditures resulting from the
legislation over a period of five years. This requirement also ap-
plies to conference reports.
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Chart 1

Report to Budget Committee

Views and estimates of ananée Committee on:

1. Expenditures

2. Revenues

3. Tax expenditures
4. Public Debt

Relating both to existing law and proposals to
change existing law




Chart 1

Report to Budget Committee

Under the Congressional Budget Act of 1974, as amended, the
Committee on the Budget is required by April 1 of each year to
report to the Senate a concurrent resolution on the budget which
is, in effect, a proposed congressional budget document setting
forth appropriate levels of Federal expenditure and revenue, sur-
plus or deficit, and related matters. To assist the Budget Commit-
tee in making the judgments necessary to develop such a budget,
the Act also mandates that each committee send to the Budget
Committee its views and estimates on those aspects of the budget
which fall within its jurisdiction. This report is due by February 25
of each year. For 1989, this deadline has been changed to March 8.

In the case of the Committee on Finance, the report to the
Budget Committee must cover the expenditure programs under Fi-
nance Committee jurisdiction which are listed on chart 5, Federal
revenues, tax expenditures, and the public debt. With respect to
each of these matters, the committee is required to provide its
views and estimates as to the levels anticipated under existing law
or under any changes to existing law which the committee expects.
The period to be covered by the report to the Budget Committee is
fiscal year 1990 (and for planning purposes, fiscal years 1991 and
1992). The reports sent to the Budget Committee in 1987 and 1988
are reprinted in Appendix A. ]

«. Section 801(c) of the Budget Act, which deals with the February
25 report to the Budget Committee, is included in the excerpts
from that Act which appear in Appendix B.
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Chart 2

Economic Assumptions

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

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

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

In developing the Congressional budget, the Congress has most
frequently used the economic assumptions of the Congressional
Budget Office. Inasmuch as the Gramm-Rudman-Hollings legisla-
tion is based upon determinations made by the Office of Manage-
ment and Budget (OMB), the Congress in 1988 used the OMB eco-
nomic assumptions which were the basis for the President’s budget.
This chart shows the major economic assumptions underlying the
budget as submitted by President Reagan in January and also
those which have been adopted by CBO. In general, the CBO as-
sumptions project somewhat slower economic growth, higher infla-
tion and interest rates, and higher unemployment levels. The OMB
assumptions shown in the table are understood to be generally con-
sistent with the revised budget submitted by President Bush al-
though with some modifications.

(15)
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Chart 3

The Overall Budget

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

Because of differing economic and technical assumptions, OMB
and CBO project somewhat different budgetary totals under a con-
tinuation of current policies. For fiscal year 1990, the CBO projec-
tion would indicate a need for $46 billion in deficit reduction in
order to meet the $100 billion deficit required by the Emergency
Deficit Reduction and Budget Control Act (“Gramm-Rudman-Hoi-
lings”). The OMB current services projections would show a need
for $26 billion in deficit reduction to meet that target. (Under spe-
cific rules for computing the Gramm-Rudman-Hollings baseline,
the required deficit reduction to meet the target could be as low as
$22 billion.)

Present law requires that the income and outlays of the social
security cash benefit trust fund programs be excluded from the
budget totals. However, these items are added back in to determine
whether or not the “Gramm-Rudman-Hollings” targets are met.

This chart shows the overall budget totals under the budget sub-
mitted by the President and also under a continuation of current
policy as estimated in the CBO baseline and in the OMB current
services budgets.

The totals shown for the President’s budget are those appearing
in the February 9 budget revision submitted by President Bush.
(The budget document submitted by President Bush did not show
the social security portion separately; the social security totals in
this chart are therefore based on the original January budget.)

anmn
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Chart 4

Federal Spending: Role of Finance Committee Programs

Chart 4 shows how the budgetary impact of Finance Committee
spending jur.diction relates to total Federal spending for fiscal
year 1990. Amounts shown reflect the current policy estimates of
the Congressional Budget Office as follows:

[In billions of dollars)

Total spending:
Finance Committee programs:
Social SecuUrity (OASDI)......c.oeumuevereeeeeeecreressresreesesssssssessssnens 250
Other accounts.................... et st b ettt neees 1211
NEE INTBTBS.........oeeeeeeeeececte e eeeeesseneessssssssssseesseeses 2182
Non-Finance Committee programs 512
TOtal OULIAYS...........voeeeeeeeeeeee e 1,215

e ——

! Excluding interest accounts.
2 See Chart 15 for relationship of net interest to interest on the public debt.

19)
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Chart 5

Major Expenditure Programs Under Finance
Committee Jurisdiction

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

2. Unemployment compensation (UC) (see chart 7)

3. Welfare programs for families (see chart 8):
A. Aid to families with dependent children (AFDC)
B. Work incentive (WIN) and Job Opportunities and Basic Skills
Training (JOBS) programs
C. Child support enforcement (CSE)
D. Child Welfare, Foster Care, and Adoption Assistance

4. Earned income tax credit (EITC) (see chart 9)
5. Social services (see chart 10)
6. Child care (see chart 11)

1. Supplemental security income (SSI) for the aged, blind, and disabled (see
chart 12)

8. Health programs (see charts 13-14):
A. Medicare
B. Medicaid
C. Maternal and child health (MCH)

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

Note: See Appendix E for a more detalled listing of Finance Committee
expenditure accounts.



Chart 5

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart lists the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of the
Committee on Finance. Each of these programs is covered in more
detail in the following charts. Interest on the public debt is includ-
ed as an expenditure program since it constitutes a significant part
of the Federal budget even though the level of expenditure is not
subject to legislative control in the same sense as expenditures
under the nther programs listed.

Under a revision in the Congressional budget procedures adopted
in the 95th Congress, refundable tax credits are treated as revenue
items insofar as they serve to reduce tax liability and as “outlay”
items insofar as they exceed tax liability. For this reason, the
earned income tax credit is shown here as an expenditure program.

(21)
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Chart 6

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

The social security cash benefit programs, Old-Age and Survivors
Insurance (OASI) and Disability Insurance (DI), provide income
protection to people who work in employment covered by social se-
curity and earn a certain minimum number of “quarters of cover-
age”’. The OASI program pays benefits to eligible workers age 62 or
clder 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 1990
a total of 35.4 million individuals will receive monthly social securi-
ty benefits from the Old Age and Survivors Insurance Trust Fund,
as retired workers or their dependents, or as survivors of deceased
workers. In addition, some 4.1 million individuals will receive bene-
fits from the Disability Insurance Trust Fund as disahled workers
or as dependents of disabled workers. In total, approximately 39.5
million people will be receiving some type of monthly social securi-
ty cash benefit.

The status of the trust funds.—The Administration budget projec-
tions 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 growing from 53 percent of the pro-
Jjected annual outgo at the beginning of fiscal year 1989 to 174 per-
cent at the beginning of fiscal year 1994.

The following table displays the economic assumptions underly-
ing the budget as they relate to the OASDI program.

ADMINISTRATION'S ECONOMIC ASSUMPTIONS RELATED TO SOCIAL SECURITY

tIn percent]

Calendar year—
1988 1989 1930 1991 1992 1993 1994

Percent change in CPI........................... 39 39 37 32 271 22 11
Benefit increase 1.........coooeeerevrrenrnnnes 40 36 39 32 26 21 16
Real wage differential...............ccoo.......... 24 17 18 24 27 26 25
Civilian unemployment rate..................... 55 53 82 50 50 50 50

1 Benefit increase payable in January of the following year.

(23)
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Limitation on administrative expenses.—The 1990 budget re-
quests $3,833 million in budget authority for administrative ex-
penses, an increase of $83 million compared to 1989.

Social Security Cash Benefit Program (OASDI): Proposed
Legislation

The budget submitted by President Reagan included two propos-
als affecting the Old-age, Survivors, and Disability Insurance pro-
gram. (A third proposal is described in the budget documents, but
this proposal actually affects tier I of the Railroad Retirement pro-
gram rather than Social Security.)

Adopted children.—Under present law, benefits are payable to
the children of individuals who get retirement or disability bene-
fits. In the case of natural children, these benefits are payable
without regard to whether the birth occurred before or after the
parent retired or became disabled and without regard to whether
or not the parent actually supports the child. In the case of adopt-
ed children, however, benefits are payable only if the adoption took
place before the individual’s entitlement to retirement or disability
benefits or if the child was living with and being supported by the
worker during the year before the worker became disabled or re-
tired. Under the budget proposal, adopted children would qualify
on the same basis as natural children. This proposal in the Reagan
budget was specifically endorsed in the February 9 budget revision
submitted by President Bush.

Advance tax transfer.—A second proposal in the Reagan budget
would end the advance tax transfer provision. These provisions
were adopted in the 1983 social security amendments when trust
fund balances were precariously low. They provide for crediting the
social security trust funds at the beginning of each month with the
social security taxes expected to be collected during the month. The
trust funds are required to repay the general fund for any interest
paid on amounts transferred in advance of when they are coilected
so that there should be no financial advantage to either the trust
funds or the general fund. In some cases, however, the availability
of the advance tax transfer makes it possible for the trust funds to
avoid redeeming investments that would otherwise be needed to
meet benefit payments at the start of the month. Depending on
prevailing interest rates, this apparently unintended effect could
result in the trust funds earning more or less interest than would
be the case in the absence of the advance tax transfer provision.
The Administration estimates that the provision will result in a
lowering of interest paid to the trust fund over the next several
years. Since interest payments are an interfund transaction, there
would be no budgetary impact on the “unified” or Gramm-
Rudman-Hollings deficit.
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Chart 7.—UNEMPLOYMENT COMPENSATION
[In billions of dollars]

Fiscal year—
Unemployment trust fund
1989 1990
Status of State accounts:
Income:
StAte TAXES.....ceeeveeeeerereeeeeeee e, 174 165
[{1CTT eeerevenerenes 25 29
[ O 199 194
Outgo:
State benefitS.........oovveeveeeeeeeeeeeee 136 14.0
Federal loans repaid ..............cooovvcoverveererronnn.... 04 0.2
L0 | 140 14.2
Balance at end of year...........coooveovervoceeerrrnn, 371.3 425
Less outstanding Federal loans .............ooooooe......... 08 06
Net balance..........oeeeeeeeeeeeeeeeeeee 36.5 419
Status of extended benefit account:
Income:
Federal taxes/interest ..o, 16 19
Transfer from other account............ovvoevenon. 08 0.8
Lt | 24 26
OULZO .o eessee e, 0.0 0.0
Balance at end of year..........ccooooveeeevveoeseenrvonn. 6.0 8.7
Status of administration account:
Income:
Federal taxes and interest ..o, 3.7 3.8
Transfer from other account...........oovevveevnnn, 00 14
(1] 3.7 5.2
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Chart 7.—UNEMPLOYMENT COMPENSATION-—Continued

[In billions of dollars)

Fiscal year—
Unemployment trust fund

1989 1990

Outgo:
State unemployment insurance service.............. 1.7 1.7
State’ employment SEIVice...........ovuevvevveeeennne. 10 1.0
Federal administration............ccocevevvveeevrvcnnenne. 0.1 0.2
Transfer to other account............ceoveeeverevennnnee. 08 09
TORAL.c..ooee e 39 3.1
Balance at end of year............ccooveveeerrieererenns 20 34

Status of Federal unemployment (loan) account:

Income:
Federal taxes and interast...........ccocoevvevrverennces 0.7 0.7
State loan repayments............oocveeveveeerernenenne. 04 0.2
Transfer from other account...........cooeeveeveemneee. 00 0.1
TORAL..c.eoee e 1.1 1.0

Outgo:
L0ans t0 States........ocvvvveveveeeeee e, 00 0.0
Repayments to general fund.............cccrvurvuneee. 1.0 0.9
L[] U 1.0 0.9
Balance at end of year..........ccocveeveereerenreerennn. 21 21
Less outstanding Federal loans .............ooeneen...... 09 0.0
Net balance..........ceeeeeveeeeececeee e, 1.2 21




Chart 7

Unemployment Compensation

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

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

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

The Federal tax is used to pay State and Federal administrative

costs associated with the unemployment compensation and State
employment service programs, to pay most of the cost of operating
State employment service programs, to fund 50 percent of the ex-
tended benefits paid to unemployed workers under the Federal-
_State Extended Unemployment Compensation Act of 1970, and to
maintain a loan fund from which an individual State may borrow
wfpen it lacks funds to pay State unemployment compensation ben-
efits.

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,

@n
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partly through the Federal Unemployment Tax, and partly from
general revenues.

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. At the present time, no State meets
either the mandatory or optional trigger conditions.

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. By the end of FY 90, all outstanding
general fund advances are now expected to be repaid.

A special program also exists for workers in the railroad indus-
try. This is funded by employer contributions which are paid into a
separate trust fund account administered by the Railroad Retire-
ment Board.

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

The target budget deficits under the Gramm-Rudman-Hollings
law reflect the impact of unemployment taxes and spending (in-
cluding both Federal and State accounts). If, however, the target
deficits are not met, the automatic “across-the-board” spending re-
ductions are applied to unemployment benefits according to special
rules. Regular State benefits and benefits for former Federal em-
ployees and ex-servicemen are exempt from any reduction. Ex-
tended benefits, as such, are not reduced, but the Federal share of
the funding for these benefits is subject to reduction. States have
the option of reducing or not reducing the actual benefit payments
to reflect the reduction in Federal funding.

For fiscal year 1990, the Administration’s budget does not pro-
pose any legislative changes in unemployment compensation.
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Chart 8. —WELFARE PROGRAMS FOR FAMILIES

[In billions of dollars]

Fiscal year—
1989 1990
Aid to families with dependent children:
Welfare payments ...........oooovvveooooomoo, 89 284
Administration ...............coovvvoomommooo T 15 1.6
WIN/JOBS program.........eooveeoeeeommoooeooo 1 3
Child care:
WIN/JOBS.......oooooeeeeeeeeeeeeeeeoo * 1
Transitional assistance 3. 1
Child support:
Non-AFDC collections................eooooveeeoo 38 45
AFDC collections.............vveeevveeeoeeooo 1.7 19
Gross Federal share of AFDC collections............. 8 8
Total AFDC/non-AFDC administrative costs............ 14 15
Federal Share..............ooceovmmvveeemooeoo 9 10
Incentive payments...........oooovvvoeeoommoooeoo 3 3
Title IV-B (child welfare services/training) .......... 3 4
Title IV-E (foster care, adoption assistance, in-
dependent iving) ...........eeovveeeoemeomseo 1.0 4

! Includes reductions for child support enforcement collections of $494 million in 1989
and $552 million in 1990. .

2 The Administration assumes a decrease of $516 million due to resumed collection of
error rate disallowances incurred by States between fiscal years 1981 and 1984.

2 Federal matching for transitional child care assistance becomes available to the
States April 1, 1990.

* The Administration proposes to combine Child Welfare Services, Foster Care and
Adoption Assistance administrative and t_rqininF costs, and Independent Living into one
discretionary proEra[n_ funded at $739 million for 1990, $35 million less than the 1989
total for the authorities being combined into the new program, Foster Care and Adoption
Assistance maintenance payments would continue to be treated as entitiements, funded at
$715 million in 1990.

* Less than $50 million.




Chart 8

Welfare Programs for Families

A. AID TO FAMILIES WITH DEPENDENT CHILDREN

The program of Aid to Families with Dependent Children
(AFDC) provides Federal matching for State programs of cash as-
sistance to needy families with children in which at least one
parent is deceased, disabled, or absent from the home. At the
present time, States, at their option, may also provide benefits for
families in which dependency arises from a parent’s unemploy-
ment. A provision in the Family Support Act of 1988 requires all
States to provide benefits to families with unemployed parents be-
ginning in fiscal year 1991. (States may choose to provide these
benefits on a time-limited basis, but for no less than 6 months in a
12-month period.) States establish their own income eligibility and
benefit levels.

The amount of Federal matching for A¥DC benefits varies from
State to State under formulas providing higher percentages in
States with lower per capita incomes. The national average contri-
bution by the Federal Government is 55 percent. The AFDZ pro-
gram is not subject to reduction under the Public Law 99-177 se-
questration procedures.

According to the Administration, under present law the average
nurfni)ler of families and recipients receiving monthly payments is
as follows:

[In millions]
Fiscal year—
1988 1989 est. 1990 est.
FAMITIES. ..v.vvvvereeeeceeeeeeeee e eseeseress s 3.7 3.7 38
INAIVIAUAIS ........oeveeer e 10.9 10.9 10.9

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

31
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[in millions of dollars}

Fiscal year—
1988 1989 est. 1990 est.
AFDC benefits 1 ............ooeeeeeverveneecnnnnn. 8,551 8,746 8,230
Emergency assistance...................vevvevemenersrenene 96 131 137
Other assistance payments................oeevevveersene. 14 16 16
State and local administration and training......... 1,276 1,475 1,599
TOtaL.....oooeeeee e snenens 9,937 10,368 9,982

! Includes_reductions for child support enforcement collections of $452 million in 1988, $494 million in
1989, and $552 million in 1990. The Administration also assumes a decrease of $516 million in 1990 due to
resumed collection of error rate disallowances incurred by States between fiscal years 1981 and 1984.

B. WIN/JOBS

The work incentive (WIN) program, enacted in 1967, provides
employment and training services for AFDC recipients, including
those who are required to register as well as those who volunteer
for services. The program also provides support services, including
child care, for those who need them in order to work or take train-
ing. Legislation enacted in 1981 (the Omnibus Budget Reconcilia-
tion Act of 1981) authorized States to operate WIN demonstration
programs of their own design as an alternative to the regular WIN
program. WIN is a discretionary program, with an appropriation of
$93 million in 1988 and $91 million in 1989. -

The Family Support Act of 1988 provided for replacement of the
WIN program with a new Job Opportunities and Basic Skills
Training program (JOBS). The new legislation provides Federal
matching funds to the States through a capped entitlement mecha-
nism aimed at assuring each State its share of Federal dollars
equal to $600 million in 1989, $800 million in 1990, $1 billion in
1991, 1992, and 1993, $1.1 billion in 1994, and $1.3 billion in 1995.
States must implement the JOBS program by October 1, 1990, but
may choose to do so as early as July 1, 1989. They are required to
operate a WIN or WIN demonstration program until their JOBS
program is in place.

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

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

Responsibility for administration of the new program will lie
with the welfare agency at both the Federal and State levels. At
the Federal level, there will be a new Assistant Secretary for
Family Support in the Department of Health and Human Services
who will have responsibility for administering the JOBS program,
as well as the child support and AFDC programs.

C. CHILD SUPPORT.ENFORCEMENT

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

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

The Federal Government pays 68 percent of State and local ad-
ministrative costs for services to both AFDC and non- AFDC fami-
lies on an open-ended entitlement basis. The 68 percent match is
scheduled to decline to 66 percent in 1990. In addition, 90 percent
Federal matching is available on an open-ended entitlement basis
to States that elect to establish an automated data processing and
information retrieval system.

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

Finally, as an incentive to encourage State and local govern-
ments to participate in the program, the law provides for a basic
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. (In fiscal year 1989 the incentive pay-
ments for non-welfare collections may not exceed 110 percent of
the incentive payments for welfare collections. This percentage in-
creases to 115 percent in 1990 and years thereafter. These incentive
payments are financed from the Federal share of collections.)

According to the Administration, child support collections and
expenditures under present law are as follows:
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[In millions of dollars)

Fiscal year—
1988 1989 est. 1990 est.
.................................................. 4,650 5,500 6,431
......................................... 1,514 1,721 1,928
..................................... 3,136 3,779 4,504
Total administrative costs:
(Federal and State)...........ceeeerseerererrrernnnn, 1,204 1,365 1,543
(Federal Share) ...........ooooovvvveveeeovoveeen 827 941 1,033
Federal incentive payments to States ................. 225 260 294

! The Federal share of collections is included in the AFDC appropriation 3s an offset to AFDC benefits.

The pyogram made collections on behalf of 613,000 AFDC fami-
lies and 1,067,000 non-AFDC families in fiscal year 1988.

The Child Support Enforcement Amendments of 1984 required
States to adopt numerous procedures to collect overdue child sup-
port payments, including mandatory wage withholding, liens
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 made more generous the formula for
Federal incentive payments to States for child support collections
and extended those incentives to collections made on behalf of non-
AFDC children. The amendments provided for reducing the Feder-
al matching share for State and local administrative costs from 70
percent to 68 percent in 1988, and to 66 percent in 1990 and years
thereafter. This act also modified the audit and penalty provisions
under which the Federal agency monitors State program effective-
ness.

The 1984 Act also required States to continue to provide services
to AFDC families after they leave the rolls; authorized the Secre-
tary of Health and Human Services to make project grants to
States for developing new methods of support establishment and
collection in interstate cases; extended the Federal income tax
return intercept program to non-AFDC families; required each
State to establish guidelines for child support awards within the
State; extended Medicaid eligibility for four months to families
that lose eligibility for AFDC as a result of child support collec-
tions; and encouraged States to focus on the issues of child support,
child custody, visitation rights, and other related domestic issues
through the establishment of special State commissions.

Major amendments to the child support enforcement program
were also included in the Family Support Act of 1988. Under these
amendments, judges and other officials making child support
awards will be required to use State-developed guidelines in setting
award amounts as a rebuttable presumption. In_addition, States

‘will be' reqired to establish a mechanism to update awards on a
regular basis; implement immediate mandatory wage withholding
procedures; implement approved statewide automated tracking and
monitoring systems; inform AFDC families of the amount of sup-

s

i
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port collected on their behalf on a monthly basis (rather th .1 an-
nually as required under prior law); and meet minimum paternity
establishment performance standards. The capacity of States to es-
tablish paternity will further be enhanced by providing higher
(90%) Federal matching for laboratory testing.

The 1988 law also requires the Secretary of HHS to et standards
specifying time limits in which a State must respond to requests
for services, including requests to locate absent parents, establish
paternity, or initiate proceedings to establish and collect support. A
new Commission on Interstate Enforcement is established to rec-
ommend improved procedures for enforcement in interstate cases.

D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

The child welfare services program, authorized under title IV-B
of the Social Security Act, is a 75 percent Federal matching grant
program for States for the provision of child welfare services to
children and their families without regard to the family’s income.
The State allocations are based on the State’s per capita income
and the size of its population under age 21 compared to all the
States. The fiscal year 1989 appropriation for child welfare services
was $247 million; for child welfare training, $4 million; and for
child welfare research and demonstration, $11 million. .

The foster care program, authorized under title IV-E of the
Social Security Act, provides matching funds on an entitlement
basis to States for maintenance payments for AFDC-eligible chil-
dren in foster care. The Federal matching rate for a given State is
that State’s medicaid matching rate, and averages about 55 percent
nationally. Federal matching at a 50 percent rate is available for
costs of administration. The fiscal year 1989 appropriation for
foster care was $941 million (including both maintenace payments
and administration).

In addition, there was an appropriation of $45 million for grants
to States to help title IV-E foster care children age 16 and over pre-
pare for independent living. These funds are allocated to the States
on the basis of each State’s relative number of children receiving
title IV-E foster care maintenance payments in 1984. There is no
State matching requirement. The independent living program was
originally authorized for two years, 1987 and 1988. It has been ex-
tended for one additional year.

The adoption assistance program, also authorized under title IV-
E, provides Federal matching funds to States on an entitlement
basis, at the Medicaid matching rate, for payments to parents who
adopt an AFDC- or SSl-eligible child with “special needs.” Special
needs are defined as a condition, such as ethnic background, age,
membership in a sibling group, or mental or physical handicap,
which prevents the placement of the child without assistance pay-
ments. The amount of assistance provided to parents varies, de-
pending on the circumstances of the family and the child’s needs.

- The fiscal year 1989 appropriation for this program was $134 mil-

lion (including both maintenace payments and administration).
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PROPOSED LEGISLATION

A. AID TO FAMILIES WITH DEPENDENT CHILDREN

The Reagan budget for 1990 includes two proposals to reduce the
cost of the AFDC program. The Administration’s estimates of sav-
ings are shown below: _

AFDC PROPOSALS—SAVINGS/COSTS

{In millions of dollars]

Fiscal year— 3year

1990 1991 1997 ‘ot

AFDC quality control..............cooeveeeeveeeereeeeeresesrereee -80 -80 +136 -24
Reduce Federal administrative matching..................... 123 -129 -124  -376

AFDC quality control proposals.—Under present law, States may
be held liable for the cost of benefit payments made in excess of
Federally-established error tolerance levels, generally referred to
as target error rates. P. L. 97-248 established the AFDC target
error rate for fiscal year 1983 at 4 percent. It was reduced to 3 per-
cent for fiscal year 1984 and years thereafter. The law provides
that Federal penalties for State benefit payments made in excess of
target error rates will be applied retrospectively, i.e., after a deter-
mination by the Federal Government of the amount of payments
that were actually paid erroneously in a prior year. -

A provision in the Consolidated Omnibus Budget Reconciliation
Act of 1985 established a two-year moratorium on Federal collec-
tions of State AFDC benefit payments made in excess of target

error rates. This moratorium has been extended twice, most recent- _

R' by an amendment to Public Law 100-285, the Family Support
ct of 1988, which provides for continuation of the moratorium
through June 30, 1989.

The Reagan 1990 budget assumes $516 million in savings from
the collection of error rate disallowances incurred by States be-
tween fiscal years 1981 and 1984. (Collections totaling $63 million
are projected for the final quarter of 1989.) Collections of liabilities
incurred between 1985 and 1990 are projected to occur in fiscal
year 1991 ($896 million) and 1992 ($735 million).-

The Reagan budget includes a i)roposal to replace the current 3
percent target error rate threshold for determining State liability
with a three-tiered system. Under the (Fropose'i system, beginning
in fiscal year 1990 State errors would be treated as follows: (1)
States with error rates below 3 percent would receive bonus incen-
tive payments equal to 50 percent of the Federal savings between
the actual error rate and 8 percent; (2) States with error rates be-

tween 3 and 6 percent would be required to submit a comprehen- . .

e g A

sive corrective action plan to reduce error rates (HHS would pro-
vide technical assistance; Secretarial approval would not be re-
quired); and (3) States with error rates in excess of 6 percent would
be penalized by the withholding of AFDC matching funds (with-
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holding would be based on the 3 prior years of published error
rates) on a prospective basis. The Administration estimates that
under this formulation, the annual level of State penalty payments
would be about $80 million.

Under the proposed prospective withholding provision, erroneous
payments for fiscal year 1990 and following years would be with-
held on October 1 of each fiscal year. Adjustments to reflect actual
liabilities would be made by increasing or decreasing the grants
made to the State in the following year. Liabilities for years prior
to 1990 would continue to be withheld retrospectively.

Limitation on AFDC administrative costs.—The 1990 Reagan
budget includes a proposal to cap AFDC administrative costs at
their current (1989) levels. In subsequent years funding for admin-
istrative costs would be increased by the amount of the GNP defla-
tor. All enhanced matching rates (e.g., 90 percent for management
information systems and 75 percent for fraud prevention) would be
eliminated.

" B. WIN/JOBS

Limitation on funding.—Beginning in July 1989, States will be
allowed to replace their work incentive (WIN) programs with a new
JOBS program, authorized under the Family Support Act of 1988.
By October 1990, all States will be required to operate a JOBS pro-
gram in lizu of WIN. WIN is a discretionary program funded at
$91 million in fiscal year 1989. The Family Support Act provides
for funding the JOBS program on a capped entitlement basis.

The Reagan budget for 1990 includes language that would reduce
the entitlement ceiling established in the Family Support Act for
the JOBS program ($800 million in fiscal year 1990) to the level of
the Administration’s current estimates of States’ spending for their
JOBS and WIN programs ($350 million). The budget does not in-
clude an explanation of how the Administration would propose to
allocate funds to the States under this reduced entitlement ceiling.

The budget assumes States will require about $254 million to
fund JOBS activities, and includes an additional $96 million for
WIN. In addition to funding for WIN and JOBS activities, the
budget includes $89 million for child care provided to participants
in the JOBS program, as well as $74 million for trnsitional child
care for families that lose AFDC benefits because of @arnings. (See
section on child care.)

No funds are requested to carry out the JOBS research and eval-
uation activities authorized by the Family Support Act.

C. CHILD SUPPORT ENFORCEMENT

The Reagan budget includes two proposals affecting the child
support enforcement program.
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CHILD SUPPORT ENFORCEMENT PROPOSALS;SAVINGS
{In millions of dollars]

Fiscal year— 3year

1990 1991 1997 ‘ot

Limit incentive payments.............ccoeeemmeeeereeeeesssrenrnnns 417 48 49 14
Services for SSI children................ceeevveeeereremerrenne. 1 1 1 1

! The administration has not made an estimate for this proposeal. CBO estimates negligible savings.

Limit State incentive payments.—As an incentive to encourage
State and local governments to participate in the child support pro-
gram and to operate their programs on a cost effective basis, the
law provides a schedule of Federal incentive payments. Each State
is eligible to receive a basic payment equal to a minimum of 6 per-
cent of collections made on behalf of AFDC families, and 6 percent
of collections made on behalf of non-AFDC families. The amount of
each State’s incentive payment can reach a high of 10 percent of
AFDC collections, plus 10 percent of non-AFDC collections, depend-
ing on the cost-effectiveness of the State’s program. There is a limit
on the incentive payments for non-AFDC collections. The incentive
payments for these collections as a percent of the incentive pay-
ments for AFDC collections may not exceed 110 percent in 1989,
and 115 percent in 1990 and years thereafter.

The Reagan budget proposes that AFDC incentive payments be
paid only to those States that demonstrate a cost effectiveness ratio
of 1.4 or above. Incentives would be eliminated for those States col-
lecting less than $1.40 for every dollar spent for administering
their support enforcement programs.

Require child support services for SSI children.—Under present
law, all families applying for or receiving AFDC must assign their
rights to support to the State welfare agency and must cooperate in
establishing paternity and enforcing support.

The Reagan budget proposes to establish a similar system for en-
forcement of supprt with respect to families receiving Supplemen-
tal Security Income (SSI) benefits. As a condition of eligibility for
SSI benefits, families would have to assign their rights to support
and cooperate with the State child support agency in establishing
paternity and obtaining support. All current support collected on
behalf of these families would be paid to the families. However, a
portion of any arrearage collected would be retained to offset the
cost of SSI payments. (A similar proposal is made with respect to
families receiving food stamps. According to CBO, this would in-
crease costs of the child support program by $15 million in 1990.)
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D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

CHILD WELFARE, FOSTER CARE, ADOPTION ASSISTANCE—SAVINGS
{in millions of dollars)

Fiscal year— 3year
1990 1991 997 ‘ol

Proposal to combine spending authorities to create - -
one new program 65 140 219 424

Proposal to combine spending authorities to cre. 2 one new pro-
gram.—Under present law, States are eligible to receive 50 percent
Federal matching for the costs of administering their foster care
and adoption assistance programs on an open-ended entitleiiient
basis. They are also eligible to receive 75 percent Federal matching
for operating their child welfare programs. The child welfare pro-
gram is discretionary, subject to annual appropriations.

The Reagan budget proposes to end the open-ended authority for
foster care and adoption assistance administration. Instead, fund-
ing for these costs would be combined with the authority for child
welfare services, creating a new program of grants to the States for
services and administration funded as a descretionary annual ap-
propriation. Services for foster care children participating in inde-
pendent living programs would also be funded by this new pro-
gram. States would continue to receive Federal matching for foster
care and adoption assistance maintenance payments on an open-
ended entitlement basis.

The 1990 budget includes $739 million for the new program, $35
million less than the 1989 total for the authorities that would be
combined (foster care and adoption assistance administration and
training costs, child welfare services, and independent living). In-
creases in future years would be limited to increases in the Con-
sumer Price Index.

The Bush budget includes the child welfare program in the cate-
gory of discretionary spending programs to which the President’s
freeze concept applies. The budget states:

Human resource programs that benefit the disadvan-
taged, particularly the young, and programs that improve
the quality of our environment are high among the Presi-
dent’s priorities. Thus, when considering which human re-
source areas might be in line for funding increases, pro-
grams such as WIC, Compensatory Education, and Child
Welfare Services are natural examples. ..If funding for
these programs were to be raised, other lower priority pro-
grams in the freeze category would require funding reduc-
tions by an equal amount.
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Chart 9.—EARNED INCOME TAX CREDIT -

[In millions of dollars)

Fiscal year—
1989 1990
Present law:
Amount in excess of tax liability ................... 3,850 3,700
Offset against tax liability...........coooorvennnn..... 1,395 1,815

TORAL..coooneeeeeerre s 5,245 5,515
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Chart 9

Earned Income Tax Credit

The earned income tax credit (EITC) is currently the only re-
fundable tax credit in the Internal Revenue Code. That is, it is the
only example of a tax credit that can cause a tax refund to be paid
even when an individual tax filer has no income tax liability for
the year in question. The EITC is available to low income families
that include at least one child who is a dependent of an individual
with earned income.

In 1989, the maximum credit equals 14 percent of the first
$6,500, with a maximum credit of $910. For each dollar of adjusted
gross income above $10,240 the credit is reduced by 10 cents, and is
totally phased out at a level of $19,340. The amount of earnings
and income used to compute and phase out the credit increases
each year under an indexing formula.

The law allows individuals who have no tax liability to claim the
credit either as an annual tax refund or to have the credit added to
their paychecks throughout the year through reverse withholding.
}in practice, very few individuals use the reverse withholding proce-

ure.

The significance of the EITC as a source of income for low
income workers with children was greatly enhanced by the tax
reform legislation in 1986 which provided for increasing the
amount of the credit and the level of income at which families
remain eligible for all or part of the credit. The 1986 tax legislation
also provided for indexing these amounts on an annual basis. The
budgetary impact of the EITC was about $2 billion in fiscal 1986. It
is estimated to increase from about $3.7 billion in fiscal year 1988
to $5.5 billion in 1990.

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

41)
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Chart 10.—SOCIAL SERVICES

[In billions of dollars)

Fiscal year—

1989 1990

Present law:
Title XX block grant
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Chart 10

Social Services

In addition to cash benefit programs and medical assistance, the
Social Security Act includes provisions in title XX which make
Federal funding available for social services. In previous years,
title XX legislation authorized matching funds for State sociai 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-
gent gon—Federal match, were removed, and funding levels were re-

uced. :

The program is an appropriated entitlement, with each State eli-
gible to receive its share of a ceiling amount specified in the law.
The statutory ceilings have been: $2.4 billion in fiscal year 1982;
$2.575 billion in fiscal year 1983 (with $225 million of this amount
available in either for use in either 1983 or 1984); $2.7 billion in
1984; $2.725 billion in 1985 (with $25 million earmarked for train-
ing of child care providers, licensing officials and parents, including
training in the prevention of child abuse); $2.584 billion in 1586
(the $2.7 billion ceiling was reduced by $116 million because of se-
questration of funds under the Gramm-Rudman-Hollings legisla-
tion); $2.7 billion in 1987; $2.750 billion in 1988 ($50 million was
never appropriated); and $2.7 billion in 1989 and years thereafter.

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 1990 budget request for the title XX social serv-
{ces lblock grant program is $2.7 billion, the permanent entitlement
evel.

43)
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Chart 11.—CHILD CARE

[In billions of dollars]
Fiscal year
) 1989 1990
Present law:

TIIB XX Lo, I .6 .6
Services for welfare families 2...........co.cooovnnn.. 1 2
Child- welfare Services ...........oeveeveevoveeoeeeesesnennn, NA NA
Dependent care tax credit............ocooveerrrerrrerennnns 35 36
Exclusion for employer-provided dependent care.... .2 2
L] | 44 456

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

2 Includes amounts for child care provided to participants in employment and training
{)rograms, the AFDC child care disregard, and (for 1990) child care for recipients making
he transition from welfare to work.

NA: Not available.



Chart 11

Child Care

Legislation under the jurisdiction of the Committee on Finance is

the source of funding for most of the child care paid for by the Fed-
eral Government. This includes child care provided under the title
XX social services program; several AFDC-related programs; the
title IV-B child welfare services program; and two provisions of the
Internal Revenue Code: the dependent care credit and the exclu-
sion for employer-provided dependent care. (Other major Federal
programs not under the jurisdiction of the Committee are Head
Start, funded at $1.2 biflion in 1989, and the child care and
summer food programs, funded at about $.8 billion in 1989).
- Child care under title XX.—The Omnibus Budget Reconciliation
Act of 1981 replaced the former Federal-State social services
matching program with a new social services block grant program
that provides Federal entitlement funds (without a State matching
requirement) for a wide range of social services. Although States
are not required to provide data showing how their title XX funds
are spent, available information indicates that 48 States use part of
these funds 1o provide child care services. Data for 1981, the last
year for which detailed reporting is available, indicated that 28
percent of tille XX funds was spent for child care. Data collected
by the American Public Welfare Association for 1985 showed that a
total of $1.1 billion in Federal and State funds was used for this
purpose.

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

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

(1) Child care for individuals in educai:on, employment, and
training programs: Under the work incentive (WIN) program, State
agencies must provide child care necessary to enable AFDC appli-
cants and recipients to accept employment or training to which
they are referred. Federal funding for WIN program child care is
included in the general WIN appropriation. Matching is at the reg-
ular 90 percent WIN rate. Federal funding for child care is also
provided under the community work experience, work supplemen-
tation, and job search programs on an open-ended entitlement
basis, with 50 percent Federal matching available to the States for
allowable expenditures. :

(45)
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The Family Suﬁport Act of 1988 provides for replacing the exist-
ing programs with a new JOBS program, which States must imple-
ment by October 1, 1990, and may implement as early as July 1,
1989. l}'nder JOBS, State welfare agencies must guarantee child
care to the extent that it is determined by the agency to be neces-
sary for an individual’s employment. Agencies must also guarantee
child care needed by caretakers engaged in education and training
activities (including participation in §OBS) if the agency apFroves
the activity and determines that the individual is satisfactori y par-
ticipating in the activity.

Federal matching is at the Medicaid rate (50-80 percent on an
open-ended entitlement basis). The State may provide care by use
of contract, vouchers, direct provision of care, or any other ar-
rangement of its choosing. Reimbursement for the cost of care with
respect to a family is the lesser of (a) the actual cost of care; and (b)
the dollar amount of the child care disregard for which the family
is otherwise eligible, or (if higher) an amount established by the
State. In no case may reimbursement exceed apé)licable local
market rates. Child care must meet applicable standards of State
and local law. The Reagan budget includes $89 million for child
care for JOBS participants in 1990.

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

tate agency to be necessary for an individual’s employment in any
case where a family has ceased to receive assistance as a result of
increased hours of, or increased income from employment, or as a
result of the loss of earnings disregards. Federal matching rates,
dollar limitations, standards and methods of providing care are the
same for transitional assistance as under the JOBS program. Care
is limited to 12 months after the last month for which the family
received assistance. The family must contribute to the cost of care
in accordance with a sliding scale formula based on ability to pay,
established by the State. The Reagan budget includes $74 million
for transitional child care services in 1990.

(3) Child care disregard.—At the present time, in determining eli-
gibility for and amount of AFDC benefits, a State must disregard
actual expenses up to $160 a month per child for day care. The
Family Support Act of 1988 provides for an increase in the amount
of the child care disregard to $175 a month ($200 in the case of a
child under age 2), and also provides that the child care disregard
must be calculated after other disregard provisions have been ap-
plied. These changes become effective October 1, 1989. (Estimated
expenditures under the child care disregard provisions are about
$50 million a year.)

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

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

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

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

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

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

PROPOSED LEGISLATION

The Bush budget includes a proposal for a new tax credit of up to
$1,000 for each child under age 4 in low income working families.
This credit would be available to families in which at least one
parent works regardless of whether the family ingurs any costs for
child care services. For each child under the agel of four, families
could receive a credit equal to 14 percent of wages, with a maxi-
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mum credit equal to $1,000 per child. In 1990, the credit would be
phased out between $8,000 and $13,000 in income. This phaseout
range would increase to between $15,000 and $20,000 by 1994. The
credit would be refundable. Families would have the option of re-
ceiving the refund in advance through a payment added to their
paycheck.

The existing dependent care credit would also be made refund-
able. Families that meet eligibility criteria for both the dependent
care credit and the new child credit could claim whichever credit
best suits their needs and circumstances for each child.

: Administration estimates for the cost of the proposals are as fol-
OWS:

CHILD CARE CREDIT PROPOSALS
(tn millions of dollars]

Fiscal year— 3year

1990 1991 1992 ‘ol

Offset against tax liability ............ccoocerrecrerrcrencrnccnne. 5 46 48 99
Amount in excess of tax liability ............cccoeeereereerncee 182 1847 2,163 4,192

The Family Support Act authorized $13 million for each of fiscal
years 1990 and 1991 for grants to States to improve their child care
licensing and registration requirements and procedures, and to
monitor child care provided to AFDC children. The Reagan budget
includes no funds for these purposes.
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Chart 12.—?SUPPLEMENTAL SECURITY INCOME

[In billions of dollars]

Fiscal year—
1989 1990
Present law:
Total SSI 0UHAYS........ooverrvererereererreererieneereseseniens 125 1121

1 Includes 11 monthly payments, compared to 12 monthly pz?«ments in 1989. October
1, 1989 falls on a Sunday; the payment therefore will be made on September 29 and
counted against fiscal year 1989.



Chart 12

Supplemental Security Income

Since January 1974, *he 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 (SSD). This program is funded entirely from general
revenues. 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]

Fiscal year—
1988 1989 est. 1990 est.
AR 1,257 1,232 1,207
Blind and disabled...............c.oooeemrrerrreerrn, 2,776 2,876 2,970
Total Federal.............oooeoerreernnn 4,033 4,108 4,177
State supplementation only................oovvvveron.. 367 37 376
Total SSI recipients...........covvrvvvrvene.... 4,400 4,479 4,553

The maximum Federal monthly payment in calendar year 1989
is $368 for an individual, and $553 for a couple. Annual adjust-
ments are made in January to reflect increases in the cost of
living. The Administration estimates a January 1990 COLA of 3.6
percent. .
| The Administration estimates Federal program outlays as fol-
ows:

[In millions of dollars]

Fiscal year—
1988 1989 est. 1990 est.
Federal benefits..........ccc.oveeevcemmveererenrerennn, 11,368 11,341 11,021
Beneficiary Services.............ocvveeeeveevnressernrenns 13 14 14
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[In millions of dollars]—Continued
Fiscal year—
) 1988 1989 est. 1990 est.
Federal fiscal liability...........cccoeeorermerrniennrennnne -11 KX T
AdMInIStration ...........oceeveeeecvereescreneesreceresannes 975 1,087 1,111
Research and Demonstration ...............c.cceeeeceeeeeereeneesverserneesnnne 2 2
TOMAl ... eeeeesserenene 12,345 12,477 12,148

Proposed Legislation

The Administration’s fiscal year 1990 budget includes no legisla-

tive changes in the SSI program.
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Chart 13

Health Programs U

MEDICARE

Medicare is a nationwide health insurance program for 32 mil-
lion aged and disabled individuals. It is authorized by Title XVIII
of the Social Security Act and consists of two parts: part A, the
Hospital Insurance program, provides protection against the costs
of inpatient hospital services, skilled nursin facility services, home
health care and hospice care; part B, the upplementary Medical
Insurance program, is a voluntary program which provides protec-
tion against the costs of physicians’ services and other medical
services. The Medicare Catastrophic Coverage Act of 1988 (Public
Law 100-360) expanded benefits under parts A and B and created a
Federal Catastrophic Drug Insurance Trust Fund, under which pro-
tection against the costs of covered prescription drugs will general-
ly begin in January, 1991.

The Congressional Budget Office (CBO) estimates that under cur-
rent law, spending for the Medicare program in FY1990 will be
$114 billion, of which $66.3 billion is for part A benefits and $47.7
billion is for part B benefits. The CBO estimates that basic premi- -
g{rész (l:)thgcted from Medicare participants in FY1990 will total

.2 billion.

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
Government’s share of Medicaid expenditures is tied to a formula
inversely related to the per capita income of the State. Federal
matching for services varies from 50 percent to 73 percent. Admin-
istrative costs are generally matched at 50 percent except for cer-
tain items (including fraud control, mechanized claims processing,
family planning, and training of medical personnel) which are sub-
Ject to higher matching rates. Effective July 1, 1990, States will be
required to provide Medicaid coverage to pregnant women, and in-
funts under 1 year of age, whose incomes are at or below the Feder-
al poverty level (currently $11,550 for a family of four).

The Congressional Budget Office (CBO) estimates total Federal-
State Medicaid costs for fiscal frear 1990 under current law to be
$69.5 billion, of which $38.2 billion is the Federal share and $31.3
billion is the State share.

The Administration budget proposes to reduce Federal spending
for FY 1990 under the Medicaid program by $374 million, as esti-
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mated by CBO. This estimate assumes the elimination of enhanced
matching for administrative expenses without a phase-out.

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 services for
children with special health care needs, rehabilitation for disabled
children receiving supplemental security income, lead-based paint
poisoning prevention programs, genetic disease programs, sudden
infant death syndrome programs, hemophilia treatment centers,
and adolescent pregnancy grants. Under the Title V block grant,
States determine the level of services. Typically States have sup-
ported health services such as well-child checkups and services in
maternity clinics. Public Law 97-35 created the block grant by
adding to maternal and child health and crippled children services
those functions described above. The Federal/State matching re-
quirements were also changed and now require the States to spend
75 cents to receive a dollar. The Secretary of HHS is authorized to
set aside between 10 and 15 percent of the amount appropriated to
be used for special projects of regional and national significance.

The Omnibus Budget Reconciliation Act of 1986 (Public Law 99-
509) increased the authorization for the block grant from $478 mil-
lion to $553 million for FY 1987, $557 for FY 1988, and $561 for FY
1989 and thereafter. The additional $75 million for FY 1987 was
not appropriated. The Act also required that a certain percentage
of the newly authorized amount, if it was appropriated, was to be
set aside for projects for screening of newborns for sickle cell
anemia and other genetic disorders (7 percent in FY 1987; 8 per-
cent in FY 1988; and 9 percent in FY 1989). Of remaining new
amounts, one-third must be used for primary and special needs
health care services and projects for children.

The amount appropriated for FY 1988 was $527 million, and for
FY 1989 was $554 million. The Administration budget proposes to
fund the block grant at $554 million for FY 1990, the same amount
as the FY 1989 appropriation.
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Chart 14

Health Programs: Administration Proposals

MEDICARE

The Administration budget proposes to reduce outlays and in-
crease premiums for fiscal year 1990 under the Medicare program
by $4.963 billion. This amount includes $4.601 billion in proposed
spending reductions which require legislation, $173 million in pro-
posed spending reductions which can be implemented by regula-
tion, and $189 million in proposed premium increases when other
legislative initiatives are taken into account. This amount does not
include increased revenues from proposals to include State and
local government workers under Medicare (see section on reve-
nues). These estimates, and-all other estimates in this chart, have
been prepared by the Congressional Budget Office.

Of $4.774 billion in reduced spending proposed by the Adminis-
tration, approximately 62 percent would be achieved by reducing
payments to hospitals, an estimated 32 percent by reducing pay-
ments to physicians, and about 7 percent by reducing payments to
other providers of health care services. Medicare beneficiaries
would be affected primarily by the proposal to increase premiums.

The descriptions that follow reflect budget proposals made in the
outgoing Reagan administration’s budget, which was submitted to

~Congress on January 9, 1989. At the time this Committee document
was printed, detailed descriptions of revisions proposed by Presi-
dent Bush were unavailable. Since President Bush’s proposed
budget appears to have made no substantial change in the overall
level of Medicare savings, the programmatic proposals advanced by
the Reagan administration are described in more detail below.

MEDICARE PART A

The Administration budget proposes to reduce outlays under part
A of the Medicare program by $2.9 billion for FY1990. Legislative
proposals would reduce outlays by $2.895 billion and regulatory
proposals would reduce outlays by $5 million.

Part A Legislative Proposals

1. Reduce payments for indirect medical education expenses.—
Medicare pays teaching hospitals an additional amount for each
discharge to reflect the indirect costs of medical education. The Ad-
ministration budget proposes to reduce Medicare payments to
teaching hospitals by reducing the average add-on percentage paid
for each discharge from the current level of 7.65 percent to 4.05
percent.

Medicare first recognized the indirect costs of medical education
in 1980, when limits on hospital payment per day were adjusted

(63)
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upward by 4.7 percent for teaching hospitals. In 1982, limits on
payment per case were adjusted to 6.06 percent for teaching hospi-
tals. When the prospective payment system was created in 1983, to
account for variation in severity of illness, the add-on was in-
creased to 11.59 percent. The add-on was reduced to 8.1 percent by
the Consolidated Omnibus Budget Reconciliation Act of 1985 and to
7.65 percent by the Omnibus Budget Reconciliation Act of 1987.

Reductions in the indirect medical education add-on have been
recommended by the General Accounting Office (GAO) and the
Prospective Payment Assessment Commission (PROPAC). GAO es-
timated that an adjustment factor of between 3.73 percent and 6.26
percent would be justified, depending on which factors affecting
Medicare costs are taken into account. PROPAC will be recom-
mending an adjustment of 6.6 percent, but will also recommend
that savings achieved from this reduction be redirected into in-
creasing Medicare hospital payment rates.

(~$1.01 billion in FY 1990)

2. Reduce payments for hospital capital costs.—The Administra-
tion budget proposes to reduce Medicare payment for hospital cap-
ital by 25 percent, thus reimbursing hospitals for 75 percent of
their reasonable costs. Under the Omnibus Budget Reconciliation
Act of 1987, Medicare payments for hospital capital were reduced
by 12 percent during the last three quarters of fiscal year 1988 and
15 percent during fiscal year 1989. Also under OBRA, the Secretary
of HHS is prohibited from implementing a prospective payment
system for hospital capital until October 1, 1991, and is required to
do so after that date. Over the three-year period fiscal years 1990-
92, the Administration estimates that the proposal to reduce cap-
ital payments by 25 percent will save $5.7 billion, compared to a
CBO estimate of $4.2 billion. This difference is due to different as-
sumptions about the growth of hospital expenditures for capital.

(-8$1.15 billion in FY1990)

3. Prospective payment system (PPS) update factor.—The Adminis-
tration budget proposes an increase in payments to all hospitals
under PPS (as well as hospitals exempt from PPS) of 1.5 percent
below the percentage increase in the market basket. The Adminis-
tration’s current estimate of the market basket is 4.7 percent,
yielding a payment increase of 3.2 percent. Under the Administra-
tion’s proposal, hospital payment rates would increase with the
percentage increase in the market basket after FY1990,

(~$590 million in FY 1990)

4. Reduce payments for direct medical education expenses.—The
Administration budget proposes to eliminate Medicare paymenti for
overhead costs (classroom and supervision) incurred by hospitals in
the training of resident physicians. Medicare would coritinue to pay
the reasonable costs, including overhead, of educating nurses and
allied health professionals, and would also continue to recognize
the salaries and fringe benefits of resident physicians.
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(-$130 million in FY 1990)

Part A Regulatory Proposals

1. Reduce direct medical education payments.—The Administra-
tion proposes to issue final regulations implementing provisions of
the Consolidated Omnibus Budget Reconciliation Act of 1985,
which imposed per-resident limits on the amounts Medicare pays
hospitals for the direct costs of medical education. Draft regula-
tions implementing these provisions were published in September,
1988. The Administration budget reflects savings of $400 million in
fiscal year 1990 and $1.33 billion in fiscal years 1990-92 from these
regulations. Because the 1985 provisions were effective in July,
1985, savings attributable to the limits are already reflected in
CBO’s baseline, and CBO does not estimate any additional savings
from including this proposal in the Administration’s budget.

2. Medicare secondary payer to no-fault insurance.—The Adminis-
tration proposes to extend Medicare secondary payor provisions to
all types of no-fault insurance, not just automobile insurance. Med-
icare payment would be made secondary to any payment available
under no-fault insurance.

(=$5 million in FY 1990)

MEDICARE PART B

The Administration budget proposes to reduce outlays under part
B of the Medicare program by $2.063 billion for FY 1990. Legisla-
tive proposals would reduce outlays by $1.076 billion, and a legisla-
tive proposal would increase net premium payments $189 million.
Rglglglatory proposals would reduce outlays by an additional $168
million.

Part B Legislative Proposals—OQutlays

1. Freeze MEI for non-primary services.—Medicare payment for
physician services is based on the lower of actual charge, custom-
ary charge, or the prevailing charge in the area. The annual in-
crease in the prevailing charge level is limited to the increase in
the Medicare economic index (MEI). The MEI for 1990 is projected
to be 5.3 percent. The Administration budget proposes to allow the
MEI increase only for primary services (home, office, nursing
home, and emergency room visits), and give no MEI update for
other services in 1990. In 1991 and 1992 the proposal would limit
the update for non- primary services to 1 percent.

(-$585 million in FY 1990)

2. Payment reductions for overpriced procedures. —The Adminis-
tration budget proposes to reduce the prevailing charge levels for a
group of overpriced procedures by up to 12 percent, with a floor at
80 percent of the national average. The procedures are the same
group for which payments were reduced by OBRA 87, plus addi-
tional procedures identified by the Secretary as being overpriced.
No physician’s actual charge on an unassigned claim could exceed
125 percent of the reduced prevailing charge level.
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(-$365 million in FY 1990)
3 P%ment reductions for radiology, anesthesiology, and sur-

gery.—The Administration budget proposes to reduce the prevailing
charge levels by 8 percent for all radiology, anesthesiology, and
surgery services (other than procedures already reduced under
item 2), with a floor at 75 percent of the national average. No phy-
sician’s actual charge on an unassigned claim could exceed 125 per-
cent of the reduced prevailing charge level.

(-$472 million in FY 1990)

4. Customary charge for new physicians.—Under a provision en-
acted in OBRA 87, the customary charge for a new physician in the
first year of practice could not exceed 80 percent of the area pre-
vailing charge. The Administration budget proposes to extend this
limitation to 85 percent of prevailing in the second fyear of practice,
90 percent in the third year, and 95 percent in the fourth year.

(-$37 million in FY 1990)

5. Concurrent anesthesia supervision payments.—Under a provision
enacted in OBRA 87, base unit payments to anesthesiologists for
concurrent supervision of more than one nurse anesthetist were
reduced by 10 percent for supervision of 2 nurses, 25 percent for
supervision of 3 nurses, and 40 percent for supervision of 4
nurses. The provision sunsets after 1990. The Administration
budget proposes to extend the reductions to time units as well as
base units; to increase the percentage reductions to 30 percent
for supervision of 2 nurses, 40 percent for 3 nurses, and 50 per-
cent for 4 nurses; and to remove the sunset.

(-$15 million in FY 1990)

6. Payment ceilings for designated specialty services.—The Admin-
istration budget proposes to establish a ceiling on prevailing charge
levels for certain specialty services. The ceiling would be set at the
prevailing charge level for the service when performed by the spe-
cialty that most often performs the service or the specialty that is
the recognized expert for that service.

(-$32 million in FY 1990)

7. Reduction in direct medical education payments.—The Admin-
istration budget proposes to eliminate payment for overhead costs
incurred by hospitals in training residents. (See item 4 under Medi-
care part A legislative proposals.) Because part B covers outratient
hospital services, this proposal would also reduce part B out). ys.

(-$35 million in FY 1990)

8. Reduce payments for hospital outpatient services.—The Admin-
istration’s budget proposes a reduction of 5 percent in spending for
hospital outpatient services, other than clinical laboratory services
and services related to end-stage renal disease (ESRD). This reduc-
tion would begin in fiscal year 1991. No specific details about the
manner in which this reduction would be achieved are available.
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($0 in FY 1990)

9. Payment for rented durable medical equipment.—OBRA 87 re-
quired that fee schedules be established for durable medical equip-
ment (DME). The fee schedules are established for 6 categories of
DME, and all but one were based on average reasonable charges.
The fee schedule for rental equipment was based on average sub-
mitted charges. The Administration budget proposes to modify the
fee schedule for rental DME based on average reasonable charges.
The proposal would also allow lease/purchase arrangements in ad-
dition to rental.

(-$112 million in FY 1990)—

10. Paﬁ'ment for oxygen.—The Administration budget proposes to
geduce the fee schedule amounts for oxygen and related supplies by
percent.

(~$37 million in FY 1990)

11. Payment for enteral products.—The Administration budget
proposes to establish a fee schedule based on market prices for en-
teral nutrient products and related supplies.

(-$16 million in FY 1990)

12. Fee schedule for clinical lab services.—Payment for clinical
laboratory services is based on regional fee schedules. Under cur-
rent law, on January 1, 1990, a nationwide fee schedule is to be im-
plemented. The Administration budget proposes to retain the re-
gional fee schedules on the grounds that the nationwide fee sched-
ule would require higher average payment amounts and increase
outlays in FY 1990 by $190 million. The CBO estimate scores no
savings for the proposal on the grounds that a nationwide fee
schedule could be established in a budget neutral manner.

(30 in FY 1990)

Part B Premium—Legislative Proposals

1. Maintain part B premium level to cover 25 percent of program
costs.—The part B premium was originally established at a level to
cover 50 percent of the program costs, but the annual percentage
increase in the premium was limited to the annual percentage in-
crease in social security cash benefits. In 1982 the premium cov-
ered 25 percent of program costs, and legislation was enacted to
hold the premium at 25 percent of program costs through 1986.
This provision has been extended in 1984 and 1987, and will expire
January 1, 1990. The Administration budget proposes to perma-
nently set the premium at 25 percent of program costs.

(-$585 million in FY 1990)

2. Impact of other proposals on premium.—If all the proposals in
the Administration budget were enacted, the savings that result to
part B would also reduce the premium, because the premium is set
to cover 25 percent of program costs. This offset is shown separate-
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ly by CBO, rather than factored into each of the part B provision
estimates.

($396 million in FY 1990)

Part B Regulatory Proposals

1. Secondary payer expansion.—Under current law, Medicare is
secondary payer in cases of no fault insurance claims. The Admin-
istration budget proposes to expand this provision to all no fault
insurance, rather than limiting the provision to automobile insur-
ance as is current practice. As described above, this proposal also
affects spending under Part A.

(-$2 million in FY 1990)

2. Payment to ambulatory surgery centers.—The Administration
budget proposes to update ambulatory surgery center rates by 5.7
gerctla_nt. This is less than the rate of increase assumed in the CBO

aseline.

(~$38 million in FY 1990)

3. Payment for surgeons supervising nurse anesthetists.—The Ad-
ministration budget proposes to eliminate all payments to surgeons
for supervising a nurse anesthetist during surgery. The Adminis-
tration estimated $10 million savings in FY 1990, but CBO esti-
mates no savings.

($0 in FY 1990)

4. Payments for ESRD method II.—Payments for dialysis services
provided to patients with end stage renal disease (ESRD) are cur-
rently made in two ways. Method I pays a prospective composite
rate per treatment; method II allows payment for home dialysis on
the same basis as for durable medical equipment, based on a fee
schedule for each item provided. The Administration budget pro-
poses to limit the aggregate amount paid per patient under method
II to no more than would be paid under the method I composite
rate.

(-$59 million in FY 1990)

5. Payments for ESRD facilities.—The Administration budget
proposes to reduce the composite rate for dialysis services by $5 per
treatment for free-standing dialysis facilities, and by $3 per treat-
ment for hospital-based facilities.

(-$69 miillion in FY 1990)

MEDICAID

The Administration budget proposes to reduce outlays for fiscal
year 1990 under the Medicaid program by $374 million. Legislative
propogals include $106 million of outlay increases and $315 in
outlay reductions, for a net reduction of $204 million. Regulato
f.roposals include an additional reduction in outlays of $165 mil-
ion.
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Legislative Proposals

1. Expanded eligibility for pregnant women and infants.—Cur-
rent law requires all States to cover pregnant women, and infants
ulp to their first birthday, whose incomes are at or below the Feder-
al poverty level ($11,650 for a family of four). This requirement was
part of the Medicare Catastrophic Coverage Act of 1988, and will
phase in at 75% of the poverty level on July 1, 1989, and 100% of
the poverty level on July 1, 1990. The Administration proposal
wovid mandate coverage to 130% of the poverty level, effective
April 1, 1990. This is the same income eligibility level as for the
food stamp program. )

($55 million in FY 1990 (half year only))

2. Coverage of immunizations.—The Administration budget pro-
poses to provide coverage under the Medicaid program for immuni-
zations furnished to children age 0-5 who are eligible for the food
stamp program.

($2 million in FY 1990)

3. Infant mortality grants.—The Adr~inistration budget proposes
to provide grants to States for demonstration projects aimed at re-
ducing the infant mortality rate in areas of high infant mortality.
The demonstrations would be conducted under the Medicaid pro-
gram, but would require coordination among the Medicaid, Mater-
nal and Child Health (MCH), and Women, Infants, and Children
(WIC) programs. Grant amounts would be $20 million for each of
the fiscal years 1990 and 1991.

($20 million in FY 1990)

4. Elimination of special administrative matching rates.—The
Administration budget proposes to eliminate special matching
rates for administrative costs. Current law provides that State ad-
ministrative costs are generally matched by the Federal Govern-
ment at 50 percent. However, there are higher matching rates for
some particular costs: mechanized claims processing (90 percent for
development, 75 percent for operation); compensation and training
of meaical personnel (75 percent); family planning services (90 per-
cent); and fraud control units (90 percent for first 3 years, 75 per-
cent thereafter, but subject to a limit per year). The Administra-
tion budget proposes to match all these costs at 50 percent. The
Budget revisions proposed by President Bush would phase out the
enhanced matching, but no specific phase out was offered. The
CBO estimate of this proposal does not include a phase out.

(-$310 million in FY 1990)

5. Effect of Medicare part B proposals.—The Administration pro-
poses to retain the requirement that premiums cover 25 percent of
Medicare part B outlays. Because States pay the part B premiums
for low income Medicare beneficiaries under their Medicaid pro-
gragls, the premium proposal will increase State and Federal Med-
icaid costs.
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($29 million in FY 1990)

6. Child support enforcement.—The Administration budget pro-
poses to require open enrollment in health insurance plans when
child support is ordered, to allow States to enroll children in health
insurance plans when the absent parent refuses, and to require
orders for medical support in all mandatory child support enforce-
ment cases.

(-$5 million in FY 1990)

Regulatory Proposals

1. Medically needy income level.—The Administration budget pro-
poses to clarify the calculation of the income eligibility levels for a
medically needy single person. Under current law, medically needy
income levels cannot exceed 133 percent of the AFDC income eligi-
bility level, but some States have based their medically needy level
for a single person on the AFDC level for a family of two. The pro-
poggal (Vlvoulld require those States to use the AFDC level for a single
individual.

(-$45 million in FY 1990)

2. Limits on State use of -voluntary contributions and provider
taxes.—The Administration budget proposes to limit the use of do-
nations and provider-specific taxes as the State share of Medicaid.
However, no specifics of the proposal have been offered.

(-$65 million in FY 1990)

3. MMIS enhanced matching.—The Administration budget pro-
poses to provide enhanced matching only for those subsystems of
the Medicaid Management Information System that are required
and approved by the Secretary. State initiated system changes
would be matched at the regular 50 percent rate, rather than the
75 percent enhanced rate. This regulatory proposal will have no
budget effect if the legislative proposal to eliminate all enhanced
matching is enacted.

(-$20 million in FY 1990)

4. Ambulatory surgery, preadmission testing, and same day sur-
gery.—The Administration budget proposes to require States to im-
plement programs to promote ambulatory surgery, preadmission

testing, and same day surgery.

(-$30 million in FY 1990)

5. Medical services provided in ICF/MR.—The Administration
budget proposes to narrow the definition of medical services that
will be covered by Medicaid when provided to residents of an inter-
mediate care facility for the mentally retarded. Medicaid would
cover only services that are otherwise covered as medical assist-
ance, and not services of an educational or vocational nature.
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(CBO estimates no savings, butggl)ls estimaties -$5 million in FY
1990

6. Child support enforcement.—The Administration budget pro-

- pnses to encourage States to start collecting information on employ-

ment-based medical coverage in order to increase collections under
third party liability rules.

(~$5 million in FY 1990)

MATERNAL AND CHILD HEALTH BLOCK GRANT

The Administration proposes to fund the Maternal and Child
Health Block Grant -t $554 million, the same level as was appro-
priated for fiscal year 1989 and $7 million below the authorized
level of $561 million.
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Chart 15.—INTEREST

(In billions]
Fiscal year—
1990 1991 1992
A. Administration Budget:
Gross interest: _
Interest on the public debt ............. 248 252 247
Interest on tax refunds................... 2 2 2
Offsets:
Interest paid to trust funds............ -39 -69 -77
Interest on  Federal Financing -
Bank loans............cooorrrnne...... -13  -13  -13
Other offsetting interest ................. -7 -6 -5
Net interest............veemeveerereeeesnn, 170 166 155
Federal Reserve deposits.......................... -19  -19 -18
Budgetary impact of interest.................. 151 147 136
B. CBO Baseline:
Interest on the public debt................. 264 284 299
Net interest ..........oeoovvveevrrrernn, 182 193 199




Chart 15

Interest

One of the budget accounts assigned to Finance Committee juris-
diction is the account entitled Interest on the Public Debt. This ac-
count reflects the total interest payments made on governmental
securities. The major determinants of the amount of outlays for
this account are the accumulated debt from prior years and the in-
terest rate. To a lesser extent, the level of deficit for the current
year also affects interest outlays. At current debt levels, a one per-
cent change in interest rates would affect FY 1990 outlays in this

category by about $11 billion.

- The overall impact of interest on the budget deficit is offset by
several factors shown on this chart. The largest offset is interest
paid to trust funds. Since the income of trust funds is counted to-
wards determining the “Gramm-Rudman- Hollings” deficit targets,
the outlay effect of interest paid to trust funds is offset by the
income effect of that same interest received by trust funds.! Other
interest receipts and particularly interest on Federal Financing
Bank loans also offset a portion of interest on the public debt. In
addition, the budgetary impact of interest is further reduced by the
fact that a portion of outstanding Federal securities are heid by
Federal Reserve Banks. The bulk of the interest earned on those
securities is deposited back to the Treasury by the Federal Reserve.

! Although trust fund interest earnings are used to partially offset the outlays for interest on
the public debt from a short-term budgetary perspective, those interest payments do represent a
long-term commitment of the Federal Government to the trust fund program which ultimately
will have to be redeemed to meet the needs of the program.

(73)
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Chart 16.—TRADE ADJUSTMENT; CUSTOMS USER FEES:
ADMINISTRATION PROPOSALS

[in millions]

Fiscal year
1990 1991 1992

Total

End trade adjustment benefits... -196 -289 -262 -717
Lower customs user fees........... -197 * * *

* Not available.



Chart 16

Trade Adjustment; Customs User Fees: Administration Proposals

TRADE ADJUSTMENT ASSISTANCE

The Trade Adjustment Assistance (TAA) program provides bene-
fits to workers laid off and firms injured on account of import com-
Eetition. Under the program for workers, administered by the

abor Department, certified workers are entitled to cash payments
essentially equivalent to extended unemployment insurance bene-
fits. They may also receive job-search, relocation, and retraining as-
sistance. The program for firms, administered by the Commerce
Department, makes available to approved firms technical assist-
ance. :

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

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

In its 1990 budget request, the Administration proposes that the
entire TAA program be repealed, effective October 1, 1989. The Ad-
ministration proposes to assist workers adversely affected by im-
ports through the Economic Dislocation and Worker Adjustment
Assistance program. PR

TRADE ADJUSTMENT

[Outlays in millions of dollars)

Fiscal Year—
1986 1987 1988 1989 1990

AOWANCES .....e.veeeeereereeeeeeseesrsnenseasensnssssesesessnns 126.2 2085 1838 2040 210.0
TRAINING .vvvvvrvereveeesreessssssessssssesssessssssesssssssnes 235 315 351 800 713

SUDLORAL. ... eesnaeeene 149.7 2400 2189 2840 2813
FITNS .o eeeeseeeseeseseesssnesessessassssssssssssssans 165 158 132 5.8 0.0
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TRADE ADJUSTMENT—Continued
[Outiays in millions of dollars]

Fiscal Year—
1986 1987 1988 1989 1990

L OO 166.2 2558 2321 289.8 2813

Customs User Fees

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

The Omnibus Budget Reconciliation Act of 1987, among other
things, extended the expiration date for the merchandise user fee
for one additional year, until September 30, 1990 (at the 0.17 per-
cent ad valorem rate), and modified the exemption for articles en-
tering under former schedule 8 of the Tariff Schedules (now cov-
-ered by of the Harmonized Tariff Schedule).

The President’s budget projects increased receipts from the mer-
chandise user fee in fiscal year 1990 with the current 0.17 percent
ad valorem fee. However, the Administration will propose legisla-
tion in 1989 to make the merchandise user fee consistent with the
General Agreement on Tariffs and Trade. The budget projects that,
as a result of this legislative change, if adopted, $197 million less
will be collected. The fee assessed on passengers and conveyances
would be unaffected by the proposed legislation.
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Chart 17.—TAX REVENUES UNDER PRESENT LAW

{In billions of dollars)

Current Services CBO Baseline
B 1990 1991 1990 1991
Individual Income..................... 467 509 481 520
Corporate Income....................... 119 130 112 120
Social Insurance.............ceoeenn.... 390 417 391 417
EXCiSe TaXeS......oceoeeerereeerererennes 34 32 34 32
0] 111 R 48 49 50 52
N [1] ;] 1,008 1,137 1,069 1,140

1 Includes estate and gift taxes, customs duties, and other miscellaneous receipts.



Chart 17

Tax Revenues Under Present Law

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

Under President Bush’s 1990 budget proposals, total receipts
would rise to $1,066 billion in 1990 and $1,148 in 1991. These pro-
posals are listed in chart 17. For comparison, under President Rea-
gan’s 1990 budget recommendations, total receipts would have
risen to $1,059 billion in 1990 and $1,141 billion ir. 1991.

(79)
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Chart 18.—DESCRIPTION OF BUSH ADMINISTRATION PROPOSALS
ON RECEIPTS

[In billions of dollars}

1. Child care credit 1........cccoevrerrrrennnee, -02 -19 -22
2. Adoption expenses.........cceveeerererreneenn. “* o x %
3. Energy inCentives...........ccoeeverrrrennec. -03 -04 -04°
4. Enterprise Zones..........ccoeververeerrrrerennn, -02 -02 -03
5. Capital Gains.........cccovvvvvervrevrrcrreernnen. 48 49 35
6. Extend telephone tax 2..........cccooeevevrvervcrennens 16 26
1. Medicare coverage of State and local 1.8 19 19

employees 2.

8. R&E allocation rules...........coeueunn....... -1.7 -0.7 -08
9. R&E tax credit.........coovnveeeeerereennenns -04 -0.7 -1.0
10. IRS enforcement intiative .................... 03 06 07
11. NRC and FEMA user fees..................... 03 04 04
12. Aviation-related taxes =....................... 09 16 1.7
13.  Credit user fees........oeveeeereeeeereenenes 02 04 08
14.  Service uSer fees.........oeeeeeveverereunneee. 04 04 05
15.  Quter Continental Shelf receipts........... ¥ -0.1
16. Arctic National Wildlife Refuge............. 2.1 * *
17. Chlorofluorocarbon production rights... 0.4 1.4 0.6
18. Unassigned spectrum, FCC.................. 23 11 ...
19.  Customs Service..........cooveeeerevceevrencnnns -0.2 -0.2 -03
20, OFNEI...eeeeeee s -0.1 01 0.1

TOTAL ..o, 106 103 7.6

* $50 million or less.
! Includes the effect on outlays.
2 Net of income tax offsets.




Chart 18

Description of Bush Administration Proposals on Receipts

1. Child Care Credit.—The Administration proposes establishing
a new refundable child care tax credit of up to $1,000 for each child
under age four for families with adjusted gross income up to
$13,000; the income ceiling would be gradually raised up to $20,000
by 1994. The Administration proposal would also make the existing
child and dependent care credit refundable.

2. Deduction for Special Needs Adoption.—The Administration
proposes restoring a deduction of up to $3,000 for the expenses as-
sociated with adopting special needs children. The Tax Reform Act
of 1986 replaced the old deduction for special needs adoptions with
a federal/state matching grant program. Under the Administra-
tion’s proposal, adoption expenses that are reimbursed under this
adoption assistance outlay program would become taxable income.

3. Energy Tax Incentives.—The Administration makes four pro-
posals to boost energy production: a tax credit of up to 10 percent
for exploratory intangible drilling costs; a 10 percent tax credit for
capital expenditures on new tertiary enhanced recovery projects;
for percentage depletion, eliminating the transfer rule and increas-
ing the net income limitation for independent producers; and elimi-
nating 80 percent of the exploratory intangible drilling cost prefer-
ences of independent producers from the minimum tax.

4. Enterprise Zones.—The Administration proposes targeting new
employment- and capital-based tax incentives to businesses that
locate in designated enterprise zones. Under the Administration’s
proposal, up to 70 zones would be eligible for these tax benefits.

5. Capital Gains Tax Reduction.—The Administration proposes
to allow individuals to exclude 45 percent of capital gains on quali-
fied assets, generally corporate stock, principal residences and
other non-depreciable assets. The maximum capital gains tax rate
would not exceed 15 percent; certain taxpayers with adjusted gross
incomes under $20,000 would be eligible for a 100 percent capital
gains exclusion. The proposal would be effective for dispositions
after June 30, 1989. The Administration also proposes that the
holding period on long-term capital gains would be one year for
assets sold between 1989 and 1992, two years for sales in 1993 and
1994 and three years for sales in 1995 and thereafter.

6. Telephone Excise Tax.—The Administration proposes making
the current 3 percent federal excise tax on telephone service per-
manent. Under existing law, the excise tax is scheduled to expire
at the end of 1990.

7. Extension of Medicare hospital insurance (HI) coverage to all
State and local government employees.—The Administration pro-
poses extending mandatory Medicare hospital insurance coverage
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to state and local employees hired on or before March 31, 1986.
Employees hired after that date are covered under existing law. -

8. Allocation of Research and Experimentation expenses.—The
Administration proposes allowing companies to allocate at least 67
percent of total R&E expenditures to domestic source income.
Under prior law, U.S. firms could allocate 64 percent of these ex-
penses to U.S. source income; that formula generally expired on
May 1, 1988. The Administration proposal would make the alloca-
tion rules permanent retroactive to May 1, 1988.

9. Research and Experimentation Tax Credit.—The Administra-
tion proposes making the existing 20 percent credit for qualified re-
search expenses permanent, with technical modifications. The
credit is presently scheduled to expire on December 81, 1989,

Under the Administration’s proposal, only those expenses that
exceed a fixed historical base (the firm’s average R&E expenditures
between 1983 and 1987) would be eligible for the credit. This new
base would be indexed to the GNP. Also, an optional 7 percent
credit would be available.

10. Internal Revenue Service Enforcement Initiative—The Ad-
ministration proposes increasing budget authority for the IRS by
$289 million in 1990. The increased funding for enforcement activi-
ties is estimated to generate additional net receipts of $0.3 billion
in 1990 and $0.6 billion in 1991.

11. Nuclear Regulatory Commission and Federal Emergency Man-
agement Agency User Fees.—The Administration proposes recover-
ing 100 percent of the costs of the NRC and FEMA to regulate the
nuclear power industry. Under existing law, 45 percent of the
NRC'’s costs are recovered through a user fee. The changes would
be effective October 1, 1989.

12. Aviation-Related Taxes.—Under existing law, the taxes that
fund the airport and airway trust fund are to be reduced by 50 per-
cent if the appropriations for 1988 and 1989 are less than 85 per-
cent of authorizations for capital projects. The Administration pro-
poses repealing this tax reduction “trigger.”

13. Credit User Fees.—The Administration proposes increasing
the fees for a variety of federal credit programs and :ctivities.

14. Service User Fees.—The Administration proposes imposing a
Coast Guard user fee on recreational boat owners and new user
fees to enhance the consumer protections of the Food and Drug Ad-
ministration. -

- 15. Outer Continental Shelf Receipts.—The Administration rec-
ommends proceeding with several Outer Continental Shelf lease
sales covered by leasing moratoria.

16. Arctic National Wildlife Refuge.—The Administration pro-
ﬁcésfes sales of oil and gas leases in the Arctic National Wildlife

uge.

17. Chlorofluorocarbon Production Rights.—The Administration
proposes charging market value for the limited rights to produce
chloroflurocarbons imposed under international agreement.

18. Federal Communications Commission Unassigned Spectrum.—
The Adainistration proposes adopting a competitive bidding proc-
ess for broadcasting licenses that provide exclusive use of unas-
signed spectrum.
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19. Customs Service User Fee.—The Administration proposes
modifications to the existing customs user fee to conform with the
requirements of the General Agreement on Tariffs and Trade -
(GATD).

20. Miscellaneous Receipts Proposals.—The Administration
makes several miscellaneous proposals affecting receipts, which in-
clude eliminating the Superfund petroleum tax differential on im-
ports, extending the customs processing fee, charging a user fee for
taxpayer telephone services, exempting Amtrak from the full rail-
road unemployment tax rate, increasing employer contributions to
the Civil Service Retirement System and initiating Federal Marine
FZ "1ing licenses and fees.




CHART 19.—TAX EXPENDITURES

84

[In billions of dollars]

2.6

Outlay equivalent Revenue loss
1989 1990 1989 1990

National defense................ 2.2 2.3 1.9 2.0
International affairs........... 1.0 1.5 4.8 5.1
General science, space,

and technology ............ 2.5 2.1 2.2 2.3
Energy ..o 1.3 1.5 0.9 1.1
Natural resources and

environment.................. 3.2 3.4 2.5
Agriculture .........ccceevunee. 0.8 0.6 0.8 0.6
Commerce and housing ..... 155.8 1638 1226  130.7
Transportation.................... 0.2 0.1 0.1 0.1
Community and regional

development ................. 1.8 2.2 1.3 1.5
Education, training,

employment and social

SEIVICES ...vvvvrverarerarenne 20.4 21.3 18.5 19.4
Health.......cooeveneneen, 47.4 51.0 39.3 42.3
Income security................. 84.9 91.4 65.8 70.8
Social security................... 17.4 182 . 174 18.2
Veterans benefits and

SBIVICES .evvvvrrerrerenaene. 1.9 2.0 1.8 1.9
General government .......... 35.5 31.7 29.4 31.5
Interest .......ocoevevveeveennnnen. 0.9 1.0 1.0

0.9




Chart 19

Tax Expenditures

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

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

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

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

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

(85)
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Chart 20.— DEBT LIMIT

[In trillions of dollars]

Fiscal 1990 Debt Limit:

Current debt limit .................... et _2.800
Administration estimate of debt subject to limit on
September 30, 1989........ccovvvererrreereeeseeeaes 2.845

Plus:

Federal funds deficit for fiscal 1990 ...........oovvvverenneee. 0.241

Other transactions L ..., -0.002
Equals:

Debt subject to limit on September 30, 1990................ 3.084

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



Chart 20

Debt Limit

Since 1983, the practice of Congress has generally been to in-
crease the statutory limit on the public debt on a permanent basis.
The current debt limit of $2.8 trillion was established by Public
Law 100-119, which was enacted on September 29, 1987. With a
permanent debt limit, the exact date at which an increase will be
needed cannot be accurately projected well in advance. The Budget
submitted by President Reagan indicates a debt level of $2.845 tril-
lion by September 30, 1990. This would indicate a need for legisla-
tion raising the debt ceiling near the end of the current fiscal year.

The annual increase in the amount of debt subject to limit corre-
sponds closely to the Federal funds deficit, that is the deficit in
that part of the Federal Government which is financed by general
revenues rather than through trust fund operations. (Trust fund
surpluses do not lower the total borrowing needs of the Govern-
ment; they simply allow the Government to meet those needs by
boxl')ligvging from the trust funds rather than from the general
public.

Projected Debt Subject to Limit
[in trillions of dollars]

CBO Baseline Administration budget

End of fiscal year:

1990 3.108 3.083
L SO 3.382 3.309
1992t e 3.665 3.506

8"
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Committee on Finance Reports to the Budget Committee with
Respect to Fiscal Years 1988 and 1989
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U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, DC, February 25, 1987

Hon. Lawton Chiles,
Chairman, Committee on the Budget,
U.S. Senate Washington DC

DEAR MR. CHAIRMAN: e

This letter transmits the views and estimates of the Committee
on Finance with respect to those elements dealt with in the Con-
gressional Budget which fall within its jurisdiction. This constitutes
the report of the Committee as provided for in section 301(d) of the
Congressional Budget and Impoundment Control Act of 1974, as
amended.

Overall budgetary situation.—Under the Balanced Budget and
Emergency Deficit Control Act of 1985, the Congress is mandated
to seek certain levels of deficit reduction leading ultimately to a
balanced budget in 1991. The projections of the Congressional
Budget Office indicate that the President’s budget proposals fall far
short of meeting the fiscal year 1988 deficit target. Given this situ-
ation, the Committee believes that this year’s annual report to the

-Budget Committee would not be helpful to your deliberations if it

proceeded from the narrow context of the specific proposals and
amounts contained in the OMB budget documents. Instead the
Committee would like to share with the Budget Committee its
views and estimates on the broader budgetary issues as they
appear to the Committee on Finance at this time. We hope these
comments will be helpful to the Budget Committee as it determines
its recommendations to the Senate as to the deficit reduction objec-
tives to be assigned by the budget resolution to the Committees of
the Senate.

Importance of reducing the deficit.—The Finance Committee is
responsible for legislation which provides funding for the govern-
ment through the imposition of taxes and through borrowing from
the public. For this reason, the Committee is keenly aware of the
importance of bringing under control the unacceptable levels of
deficit financing which have prevailed in recent years. In the ab-
sence of serious deficit reduction, the statutory debt limit will have
to be raised above $3 trillion by the end of the 3-year period cov-
ered by this letter. The Committee believes it is essential to deal
seriously and promptly with this situation. Accordingly, the Com-
mittee looks forward to working with the Budget Committee in de-
veloping and implementing a realistic, balanced, and serious Con-
gressional budget plan for substantially reducing the deficit in the
coming fiscal years. As it has consistently done since the adoption
of the Congressional Budget Act over ten years ago, the Committee

1)

94-563 - 0 - 89 - 4



92

on Finance intends to take seriously its obligations to respond to
the directives of the Congress pursuant to the concurrent resolu-
tion on the budget. The Committee does, of course, reserve the
right to determine how it will within the matters under its jurisdic-
tion arrive at the necessary legislative recommendations to carry
out the budgetary objectives of the budget resolution.

General comments on Finance Committee expenditure programs.—
The Committee on Finance recognizes that each of the Committees
of the Senate has jurisdiction over programs which meet important
national needs. Deficit reduction is a matter of high priority, but
government does have a responsibility to develop and maintain
adequate resources to meet its obligation to provide essential serv-
ices in a number of areas. In developing the budget resolution, the
Congress will have to seek deficit reduction without abandoning
fundamental responsibilities and in a manner which provides a
reasonable balance among the priorities served by the different ju-
risdictions of committees.

In the case of the Finance Committee, the greatest part of the
Committee’s authorizing and spending jurisdiction involves expend-
itures which are either vital to the maintenance of the national
revenue collecting capacity or involve basic income and health sup-
port systems which are essential to the economic and physical well
being of individuals. Over the past several years, the Committee
has examined and reexamined these programs. Administrative re-
forms have been enacted; in some cases new and more effective fi-
nancial structures have been implemented; changes in programs
have been made to eliminate certain lower priority or less targeted
benefits. While it may be a truism that ways to economize can
always be found, there is also a law of diminishing returns. At
some point significant additional savings can be generated only if
Congress determines that it is necessary to reduce the basic levels
of protection afforded by these programs.

Social security.—By law, the social security cash benefits pro-
grams (Old-age, survivors, and disability insurance) are excluded
from the Federal budget and social security provisions are not per-
mitted to appear in budget reconciliation bills. This reflects the
fact that the social security program is a self-contained, self-financ-
ing system. It has been the judgment of the Congress that it is in-
appropriate to make reductions in this program solely to achieve
general budgetary objectives. Through the year 2000 (and beyond),
this program wil{ in fact show a significant annual surplus which
will substantially reduce the overall budget deficit as measured for
purposes of the current law deficit targets. Without counting social
security, the fiscal year 1988 deficit would be increased by some
$40 billion.

Other income security programs.—Also in the Finance Commit-
tee’s jurisdiction are such programs as unemployment compensa-
tion, aid to families with dependent children, child support, and
trade adjustment assistance. The major part of the unemployment
compensation program—although on the Federal budget—is fi-
nanced from State imposed payroll taxes and controlled by State-
enacted and administered benefit provisions. Both the Administra-
tion and the Committee will be addressing the question of how our
welfare system should be structured to improve the well-being of
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families with children. In addition, the Administration has pro-
posed a new initiative in worker adjustment assistance. The nature
of all of these initiatives has not yet been determined, but the Com-
mittee expects that any additional costs can be offset in these or
other areas so as to avoid any negative budgetary impact.

Health programs.—The major area of Finance Committee deficit
reduction proposed in the President’s budget involves the health
ﬁrograms of Medicare and Medicaid. The Committee has not yet

ad the opportunity to give all of these proposals the careful scruti-
ny that would be appropriate before endorsing or rejecting them on
the merits. In general, however, the Committee notes that of the
total $6.4 billion in proposed deficit reduction, about $1.5 billion
would be achieved by requiring State governments to assume costs
which are now Federally financed. $ 350 million represents a direct
increase in beneficiary costs. A substantial part of the remaining
expenditure is, at least pominally, achieved by reducing reimburse-
ment to providers. .'he Committee recognizes and shares the con-
cern over the growth which has taken place in health program
costs. The Committee intends to give careful consideration to pro-
posals which have been made to constrain these costs and does
expect to be able to achieve additional savings. At the same time,
the Committee believes that, in establishing expected savings for
the program in the budget resolution, Congress must consciously
consider the extent to which such savings will come from cost shift-
ing rather than cost constraint. Even measures to constrain provid-
er reimbursement are likely, at least at some level, to be translated
into reduced services or cost shifting to beneficiaries or other con-
sumers.

The Committee plans to undertake several legislative initiatives
relating to health care. Specifically, the Committee expects to act
on legislation to provide additional financial protections for individ-
uals and families that experience catastrophic costs associated with
prolonged illness. The Committee also expects to continue its ongo-
ing efforts to expand access to services for low income infants and
children. Finally, the Committee has undertaken a series of hear-
ings on the issue of long term care and access to care. While the
precise nature of a long term care initiative has not bheen deter-
mined, it is likely that the Committee will develop legislation
aimed at improving the quality of care provided in institutional
settings.

Recognizing the magnitude of the current Federal deficit, the
Committee expects to be able to accomplish these initiatives in a
way that will not require major new Federal expenditures without
corresponding budgetary offsets.

Customs service.—In prior years, the Administration proposed
that it be authorized to establish a customs user fee to cover the
costs incurred by the Customs Service in the processing of imports.
In its current budget, the Administration proposes an expansion
and extension of these fees which were enacted by the Congress
last year. While imposing customs user fees may have the effect of
reducing the deficit, the fees’ main purpose is to offset the costs of
administering the commercial operations of the Customs Service.
The Committee remains concerned that the Customs Service pro-
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vide a high level of service for commercial operations as well as for
drug enforcement.

In an attempt to assure that these fees would not, in effect, be
simply swallowed up in the general budget, the legi lation last year
established a special account in such a way that these funds should
have been accounted as offsetting receipts (as they were proposed
to be in prior Administration budgets). The Committee has some
concern that the technical accountin? adopted by the Congressional
Budget Office does not treat these fees as offsetting receipts con-
trary to the clear legislative history, and this could raise some
?uestion as to whether the intent of last year’s legislation that the
ees be devoted to grovidin for the commercial operations of the
Customs Service is being followed even with respect to the current-
law level of fees. Any consideration of proposals to expand the fees
would certainly require a careful examination of this matter.

Revenues.—'i)”he President’s budget proposes aﬁproximately $6
billion in new revenues within the Jurisdiction of the Finance Com-
mittee. The new revenues would be achieved through a variety of
miscellaneous changes in highway taxes, social security taxes, Med-
icare taxes, and similar revenue sources.

More study will be needed before the Committee is prepared to
take a position on the merits of the Administration’s proposals, or
on the merits of alternative proposals. However, concern has been
expressed on the Committee that increasing dedicated taxes and
user fees to reduce the deficit, without relation to the needs of the
programs funded by such taxes, threatens the basic policy behind
user-funded programs.

In addition, the Committee wishes to note that the sweeping
income tax reform legislation enacted last year has just begun to
go into effect. One of the important goals of that legislation was to
establish stability in the income tax laws. Accordingly, the Com-
mittee would be reluctant to revisit the basic policy decisions un-
derlying the Tax Reform Act of 1986 as part of this year’s budget
process.

As in the past, the Committee is prepared to act responsibly pur-
suant to the directives of the Congress contained in the concurrent
resolution on the budget, working together with the other Commit-
tees of the Senate. We must emphasize, however, that the Finance
Committee will insist on maintaining the flexibility to choose
among all available policy options to meet its obligations under the
budget process, rather than being limited to a specific set of op-
tions.

11terest—The interest function in the budget includes interest on
the public debt, interest payments on certain tax . 2funds, and off-
setting interest receipts. The greatest part of this expenditure item
relates to accumulated deficits although the amount is also affected
by interest rates, and to a lesser extent, by the current year budget
deficit. Although this expenditure item falls within the general leg-
islative liurisdict:ion of the Committee on Finance, it is affected by
the total level of governmental spending.

Public Debt Limit.—The debt limit under existing law is tempo-
rarily set a $2.3 trillion. As of May 15, this statutory limit will
automaticalliy revert to a level of $2.111 trillion which is below the
current level of outstanding debt subject to the limit. The level of
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debt continues to mount at a serious rate. The Congressional
Budget Office baseline projections would indicate a debt level in
excess of $3 trillion by the end of the 3-year period covered by this
report (i.e. by the end of fiscal 1990). The Administration budget
projects a $220 billion increase in debt during fiscal 1988. As with
interest, this budgetary item falls within the legislative jurisdiction
of the Committee on Finance but is actually controlled by the over-
all general governmental budget. -

Sincerely,
LrLoyp BENTSEN, Chairman






U.S. SENATE,
COMMITTEE ON FINANCE,
March 25, 1988

Hon. Lawton Chiles,

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

DEAR MR. CHAIRMAN:

Pursuant to section 301(d) of the Congressional Budget Act of
1974, as amended, I am transmitting to you the attached document
presenting the views and estimates of the Committee on Finance
with respect to the Fiscal Year 1989 budget.

Sincerely, |

Lroyp BENTSEN, Chairman

N
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March 25, 1988

Views and Estimates of the Committee on Finance With Respect
to the Budget for Fiscal Year 1989

Overall budgetary situation.—Under the Balanced Budget and
Emergency Deficit Control Act of 1985, as amended, the Congress is
mandated to seek certain levels of deficit reduction leading ulti-
mately to a balanced budget in 1993. In any given year, automatic
cuts in spending levels will be triggered if the required deficit re-
duction has not been achieved as determined by the Office of Man-
agement and Budget. The President’s budget for fiscal year 1989

rojects a deficit which meets the target. Even without additional

egislation, the current services projections in the President’s
budget indicate a FY 1989 deficit which is within the tolerance re-
quired to avoid a sequestration.

The Committee recognizes that other estimates, and specificall
those of the Congressional Budget Office, project deficits which fail
short of meeting the statutory targets. As the Committee with pri-
mary legislative responsibility for financing the operations of the
Government, the Committee on Finance is keenly aware of the im-
portance of reducing the massive deficits of recent years.

It is clear, however, that effective action against the deficits re-
quires cooperative efforts on the part of the Congress and the Ad-
ministration.

Last year’s budget agreement is an important milestone in the
search for a partnership between the Administration and the Con-
gress in addressing the deficit. It is clear that further efforts of this
nature will be required in coming years to bring the income and
outgo of the Government back into balance. For the current year,
however, the Committee feels that it would be appropriate to
accept the view that last year’s budget agreement was a 2-year un-
dertaking and to establish the budgetary plan for this year in a
manner which requires as little deviation from that 2-year agree-
ment as possible.

At the same time, the Committee recognizes that Congress re-
tains a responsibility to deal with the high priority needs of the
nation and that there remains some unfinished business on the
agenda of the 100th Congress which will need to be accommodated
within this year’s budget plan. The Finance Committee expects
that it will be possible to deal with such matters in a manner
which is consistent with the budget agreement.

Tax proposals.—The Committee strongly believes that the budget
resolution should assume no net increase or decrease in revenues.
Last year’s budget agreement required the tax- writing committees
to raise $23 billion in new revenues for the 2-year period. Both the
Office of Management and Budget and the Congressional Budget
Office currently forecast that that target will be fulk' met as a
result of last year’s budget reconciliation legislation. Accordingly,
in the Committee’s judgment, a further net increase in revenues
for fiscal year 1989 would be contrary to the budget agreement.

Medicare.—The Committee notes that the Medicare program has
over the past several years borne much of the burden of outlay re-
duction. While that program does represent a major element of
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Federal spending, it cannot continue indefinitely to absorb cut-
backs without damaging the health care system in ways which will
ultimately be harmful to the Nation. The Committee will of course
continue to carefully review this program to assure that it is oper-
ating on a fiscally sound and efficient basis. The Committee strong-
ly recommends, {owever, that the Congressional budget for fiscal
year 1989 not be based on any assumption of further cutbacks in
this program.

Medicaid.—The Medicaid program is one of the highest priority
areas for Congressional support. The Committee believes that legis-
lative initiatives in this area undertaken last year should be com-
pleted before the end of the current Congress. Last year’s budget
assumed legislation in such important areas as spousal impoverish-
ment and increased coverage for children and pregnant women
which would increase Federal Medicaid expenditures by $600 mil-
lion. Legislation enacted last year utilized only about $50 million of
this total. We recognize that in the current budgetary situation it
may not be possible to accommodate the full amount which was not
used last year. However, we recommend that the Budget Commit-
tee leave room in the budget resolution it proposes to the Senate
for at least $450 million in fiscal year 1989 so that Congress can
complete action on these already planned Medicaid initiatives.

The Committee notes that the Administration is implementing a
number of regulatory changes affecting the Medicaid program. In
view of concerns which have been raised about some of these policy
changes, it would be unwise at this time to assume that the project-
ed savings from them will actually materialize.

Welfare reform.—The Committee expects to complete action on
legislation to restructure the welfare program in a manner de-
signed to better help recipients attain self- sufficiency through em-
ployment, education, and training and through more effective col-
lection of child support payments. The President’s budget includes
net funding for sucE a program at a level of $168 million for fiscal

ear 1989. This projection is based on a somewhat unrealistic base-
ine estimate of the Work Incentive (WIN) program. Adjusting for
that underestimate of WIN requirements would yield a net cost of
approximately $200 million for welfare reform. The Committee be-
lieves that an amount of this magnitude (adjusted as appropriate
for differences in estimating methodologies) would be an appropri-
ate allowance in the Congressional budget for the phase out of
WIN and the implementation of a new welfare system during fiscal
year 1989. To the extent that the Committee recommends legisla-
tion which exceeds the baseline costs, it will attempt to provide ap-
propriate budgetary offsets. The Committee notes that the amount
allowed in the budget for welfare reform should be included in the
Xinance Committee’s allocations under section 302(a) of the Budget

ct. -

Other Finance Committee programs.—In general, the Committee
recommends that the Budget Resolution be based on an assumption
that the other programs in its jurisdiction be continued without
substantive change. Two exceptions to this general rule should be
noted. We recommend that the Budget Resolution accommodate a
Trade Adjustment Assistance program along the lines of the Trade
bill as passed by the Senate. This measure is currently pending in
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conference. In addition, by apparent inadvertence, the continuing
resolution for fiscal year 1988 failed to fully fund the entitlement
of the States under the social services block grant program. There
is some question as to whether the Appropriations Committees will
be able to find a mechanism to rectify this problem in the fiscal
year 1988 appropriations. If not, allowance for this $50 million
should be included in the fiscal year 1989 budget so that this statu-
tory commitment can be honored. With respect to funding for the
operations of the Customs Service, the Committee recommends
that the budget resolution assume sufficient funding to assure at
least a continuation of current levels of service.

Public Debt Limit.—The debt limit under existing law is set at
$2.8 trillion. Current budget estimates project a level of debt as of
the end of fiscal 1989 which is quite close to this existing limit .
The Finance Committee, therefore, recommends that the Budget
Resolution assume a continuation of the current $2.8 trillion level.
This will avoid the triggering of new debt limit legislation when it
is clear that such legislation will not be needed for the remainder
of this calendar year and may not be needed until the end of the
next calendar year.

As in the past, the Committee is prepared to act responsibly pur-
suant to the directives of the Congress contained in the concurrent
resolution on the budget, working together with the other Commit-
tees of the Senate. We must emphasize, however, that the Finance
Committee will insist on maintaining the flexibility to choose
among all available policy options to meet its obligations under the
budget process, rather than being limited to any specific set of op-
tions.




APPENDIX B

Excerpt From the Congressional Budget and Impoundment
Control Act of 1974, as Amended
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+ DEFINITIONS

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

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

(2) The term “budget authority’” means authority provided
by law to enter into obligations which will result in immediate
or future outlays involving Government funds or to collect off-
setting receipts, except that such term does not include author-
ity to insure or guarantee the repayment of indebtedness in-
curred by another person or government.

(8) The term “‘tax expenditures’” means those revenue losses
attributable to provisions of the Federal tax laws which allow
a special exclusion, exemption, or deduction from gross income
or which provide a special credit, a preferential rate of tax, or"
a deferral of tax liability; and the term ‘“tax expenditures
budget” means an enumeration of such tax expenditures.
~ (4) The term “concurrent resolution on the budget” means—

(A) a concurrent resolution setting forth the congression-
al budget for the United States Government for a fiscal
year as provided in section 801; and

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

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

(6) The term “deficit” means, with respect to any fiscal year,
the amount by which total budget outlays for such fiscal year
exceed total revenues for such fiscal year. In calculating the
deficit for purposes of comparison with the maximum deficit
amount under the Balanced Budget and Emergency Deficit
Control Act of 1985 and in calculating the excess deficit for
purposes of sections 251 and 252 of such Act (notwithstanding
section 710(a) of the Social Security Act), for any fiscal year,
the receipts of the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund
for such fiscal year and the taxes payable under sections
1401(a), 3101(a), and 3111(a) of the Internal Revenue Code of
1954 during such fiscal year shall be included in total revenues
for such fiscal year, and the disbursements of each such Trust
Fund for such fiscal year shall be included in total budget out-
lays for such fiscal year. Notwithstanding any other provision
of law- except to the extent provided by section 710(a) of the
Social Security Act, the receipts, revenues, disbursements,

(103)
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budget authority, and outlays of each off-budget Federal entity
for a fiscal year shall be included in total budget authority,
total budget outlays, and total revenues and the amounts of
budget authority and outlays set forth for each major function-
al category, for such fiscal year. Amounts paid by the Federal
Financing Bank for the purchase of loans made or guaranteed
by a department, agency or instrumentality of the Government
of the United States shall be treated as outlays of such depart-
ment, agency, or instrumentality.!
[Section 3(7) expires on September 30, 1993: P.L. 99-1 77, section
275(bX2XA) as amended by P.L. 100-119.]
(7) The term “maximum deficit amount” means—
(A) with respect to the fiscal year beginning October 1,
1985, $171,900,000,000;
(B) with respect to the fiscal year beginning October 1,
1986, $144,000,000,000;
(C) with respect to the fiscal year beginning October 1,
1987, $144,000,000,000;
(D) with respect to the fiscal year beginning October 1,
1988, $136,000,000,000;
(E) with respect to the fiscal year beginning October 1,
1989, $100,000,000,000;
- (F) with respect to the fiscal year beginning October 1,
1990, $64,000,000,000;
(G) with respect to the fiscal year beginning October 1,
1991, $28,000,000,000; and
(H) with respect to the fiscal year beginning October 1,
1992, zero.
(8) The term “off-budget Federal entity’” means any entity
(other than a privately owned Government-sponsored entity)—
(A) which is established by Federal law, and
(B) the receipts and disbursements of which are required
by law to be excluded from the totals of—

(i) the budget of the United States Government sub-
mitted by the President pursuant to section 1105 of
title 31, United States Code, or

(ii) the budget adopted by the Congress pursuant to
title III of this Act.

(9) The term ‘“entitlement authority” means spending au-
thority described by section 401(cX2XC). .

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

Public Law 95-110, 91 Stat. 884, September 20, 1977, An Act to
Abolish the Joint Committee on Atomic Energy, repealed section
J(b).]



TITLE II—CONGRESSIONAL BUDGET PROCESS
TIMETABLE

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

On or before:
First Monday after January 3...............
February 16
February 25...........ccccccvcvenrervrnrnrreernesrnnns
April 1

April 15

June 10.
dJune 15...iicceeeaae

June 0. aesnaens
October 1

Action to be completed:

President submits his budget.

Congressional Budget ice submits
report to Budget Committees.

Committees submit views and esti-
mates to Budget Committees.

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

Congress completes action on concur-
rent resolution on the budget.

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

House Appropriations Committee re-
ports last annual appropriation bill.

Congress completes action on reconcili-
ation legislation.

House completes action on annual ap-
propriation bills.

Fiscal year begins.

ANNUAL ADOPTION OF CONCURRENT RESOLUTION ON THE BUDGET

Src. 301. (a) CoNTENT OF CONCURRENT RESOLUTION ON THE
BupGET.—On or before April 16 of each year, the Congress shall
complete action on a concurrent resolution on the budget for the
fiscal year beginning on October 1 of such year. The concurrent
resolution shall set forth appropriate levels for the fiscal year be-
ginning on October 1 of such year, and planning levels for each of
the two ensuing fiscal years, for the following—

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

(2) total Federal revenues and the amount, if any, by which
the aggregate level of Federal revenues should be increased or
decreased by bills and resolutions to be reported by the appro-

priate committees;

(3) the surplus or deficit in the budget;

(4) new budget authority, budget outlays, direct loan obliga-
tions, and primary loan guarantee commitments for each
major functional category, based on allocations of the total
levels set forth pursuant to paragraph (1); and

(56) the public debt.?

o,

! See Rule XLIX of the Rules of Lthe House of Representatives as it pertains to the statutory
limit on the public debt in the House of Representatives, p. 50.
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(b) AppITIONAL MATTERS IN CONCURRENT RESOLUTION.—The con-
current resolution on the budget may—.
. (1) set forth, if required by subsection (f), the calendar year
in whuih, in tlze ogifpi«zx& of the Con%r('ss. the goals for reducing
unemployment set forth in section of the Employme
of 1946 sﬁould be achieved; Ployment Act
(2) include reconciliation directives described in section 310;
(3) require a procedure under which all or certain bills or
resolutions provndin% new budget authority or new entitlement
authority for such fiscal year shall not be enrolled until the
Congress has completed action on any reconciliation bill or rec-
onciliation resolution or both required by such concurrent reso-
lution to be reported in accordance with section 310(b); and
(4) set forth such other matters, and require such other pro.
cedures, relating to the budget, as may be appropriate to carry
out the purposes of this Act.

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

(d) VieEws AND EsTIMATES OF OTHER CoMMITTEES.—On or belore
February 25 of each year, each committee of the House of Repre-
sentatives having legislative jurisdiction shall submit to the Com.
mittee on the Budget of the House and each committee of the
Senate having legislative jurisdiction shall submit to the Commit-
tee on the Budget of the Senate its views and estimates (as deter-
mined by the committee making such submission) with respect to
all matters set forth in subsections (a) and (b) which relate to mat-
ters within the jurisdiction or functions of such committee. The
Joint Economic éommittee shall submit to the Committees on the
Budget of both Houses its recommendations as to the fiscal policy
appropriate to the goals of the Employment Act of 1946. Any other
committee of the House of Representatives or the Senate may
submit to the Committee on the Budget of its House, and any joint
committee of the Congress may submit to the Committees on the
Budget of both Houses, its views and estimates with respect to all
matters set forth in subsections (a) and (b) which relate to matters
within its jurisdiction or functions.

(e) HEARINGS AND REPORT.—In developing the concurrent resolu-
tion on the budget referred to in subsection (a) for each fiscal year,
the Committee on the Budget of each House shall hold hearings
and shall receive testimony from Members of Congress and such
appropriate representatives of Federal departments and agencies,
the general public, and national organizations as the Committce
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deems desirable. Each of the recommendations as to short-term and

medium-term goals set forth in the report submitted by the mem- .
bers of the Joint Economic Committee under subsection (d) may be

considered by the Committee on the Budget of each House as part

of its consideration of such concurrent resolution, and its report

may reflect its views thereon, including its views on how the esti-

mates of revenues and levels of budget authority and outlays set

forth in such concurrent resolution are designed to achieve any

goals it is recommending. The report accompanying such concur-

rent resolution shall include, but not be limited to—

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

(2) a comparison of the appropriate levels of total budget out-
lays and total new budget authority, total direct loan obliga-
tions, total primary loan guarantee commitments, as set forth
in such concurrent resolution, with those estimated or request-
ed in the budget submitted by the President;

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

(4) an allocation of the level of Federal revenues recommend-
ed in the concurrent resolution among the major sources of
such revenues;

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

(6) projections (not limited to the following), for the period of
five fiscal years beginning with such fiscal year, of the estimat-
ed levels of total budget outlays and total new budget author-
ity, the estimated revenues to be received, and the estimated
surplus or deficit, if any, for 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;

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

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

() ACHIEVEMENT OF GOALS FOR REDUCING UNEMPLOYMENT.—

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

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

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

(3) It shall be in order to amend the provision of such resolu-
tion setting forth such year only if the amendment thereto also
proposes to alter the estimates, amounts, and levels (as de-
scribed in subsection (a)) set forth in such resolution in ger-
mane fashion in order to be consistent with the economic goals
(as described in section 3(aX2) and 4(b) of the Employment Act
of 1946) which such amendment proposes can be achieved by
the year specified in such amendment.

(g) ECONOMIC ASSUMPTIONS.—

(1) It shall not be in order in the Senate to consider any con-
current resolution on the budget for a fiscal year, or any
amendment thereto, or any conference report thereon, that
sets forth amounts and levels that are determined on the basis
of more than one set of economic and technical assumptions.

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

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

(h) BupGer CoMMITTEE CONSULTATION WiTH CoMMITTEES.—The
Committee on the Budget of the House of Representatives shall
consult with the committees of its House having legiclative jurisdic-
tion during the preparation, consideration, and enforcement of the
_ concurrent resolution on the budget with respect to all matters

which relate to the jurisdiction or functions of such committees.

[Section 301(i) expires on September 30, 1993; P.L. 99-177, section
275(bX2XB) as amended by P.L. 100-119.]
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(i) MaximumM DEericit AMOUNT MAY Not Br EXCEEDED.—

(1XA) Except as provided in paragraph (2), it shall not be in
order in either the House of Representatives or the Senate to
consider any concurrent resolution on the budget for a fiscal
year under this section, or to consider any amendment to such
a concurrent resolution, or to consider a conference report on
such a concurrent resolution, if the level of total budget out-
lays for such fiscal year that is set forth in such concurrent
resolution or conference report exceeds the recommended level
of Federal revenues set forth for that year by an amount that
is greater than the maximum deficit amount for such fiscal
year as determined under section 3(7), or if the adoption of
such amendment would result in a level of total budget outlays
for that fiscal year which exceeds the recommended level of
Federal revenues for that fiscal year, by an amount that is
greater than the maximum deficit amount for such fiscal year
as determined under section 3(7).

(B) In the House of Representatives the point of order estab-
lished under subparagraph (A) with respect to the consider-
ation of a conference report or with respect to the consider-
ation of a motion to concur, with or without an amendment or
amendments, in a Senate amendment, the stage of disagree-
ment having been reached, may be waived only by a vote of
three-fifths of the Members present and voting, a quorum
being present.

(2) (A) Paragraph (1) of this subsection shall not apply if a
declaration of war by the Congress is in effect.

(B) Paragraph (1) shall not apply to the consideration of any
concurrent resolution on the budget for fiscal year 1988 or
fiscal year 1989, or amendment thereto or conference report
thereon, if such concurrent resolution or conference report pro-
vides, or in the case of an amendment if the concurrent resolu-
tion as changed by the adoption of such amendment would pro-
vide for deficit reduction from a budget baseline estimate as
specified in section 251(aX6) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 for such fiscal year (based on
laws in eifect on January 1 of the calendar year during which
the fiscal year begins) equal to or greater than the maximum
amount of unachieved deficit reduction for such fiscal year as
specified in section 251(aX3XA) of such Act. ,

(C) For purposes of the application of subparagraph (B), the
amount of deficit reduction for a fiscal year provided for in a
concurrent resolution, or amendment thereto or conference

- report thereon, shall be determined on the basis of estimates
made by the Committee on the Budget of the House of Repre-
sentatives or of the Senate, as the case may be.

Skc. 302. (a) ALLOCATION OF TOTALS.—

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

(2) For the Senate, the joint explanatory statement accompa-
nying a conference report on a concurrent resolution on the
budget shall include an estimated allocation, based upon such
concurrent resolution as recommended in such conference
report, of the appropriate levels of total budget outlays, total
new budget authority and new credit authority among each
committee of the House of Representatives and the Senate
which has jurisdiciton over bills and resolutions providing such
new budget authority.

(b) ReporTs BY COMMITTERS.—AsS 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 alloca-
tion of budget outlays, new budget authority, and new credit
authority allocated to it in the joint explanatory statement ac-
companying the conference report on such concurrent resolu-
tion, and (B) further subdivide the amount with respect to each
such subcommittee between controllable amounts and all other
amounts; and

(2) every other committee of the House and Senate to which
an allocation was made in such joint explanatory statement
shall, after consulting with the committee or committees of the
other House to which all or part of its allocation was made, (A)
subdivide such allocation among its subcommittees or among
programs over which it has jurisdiction, and (B) further subdi-
vide the amount with respect to each subcommittee or pro-
gram between controllable amounts and all other amounts.

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

(c) PoIiNT oF ORrDER.—It shall not be in order in the House of Rep-
resentatives or the Senate to consider any bill or resolution, or
amendment thereto, providing—

(1) new budget authority for a fiscal year;

(2) new spending authority as described in section 401(cX2)

for a fiscal year; or

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

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

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

(f) LEGISLATION SuBJECT TO POINT OF ORDER.—

(1) IN THE HOUSE OF REPRESENTATIVES.—After the Congress
has completed action on a concurrent resolution on the budget
for a fiscal year, it shall not be in order in the House of Repre-
sentatives to consider any bill, resolution, or amendment pro-
viding new budget authority for such fiscal year, new entitle-
ment authority effective during such fiscal year, or new credit
authority for such fiscal year, or any conference report on any
such bill or resolution, if— .

(A) the enactment of such bill or resolution as reported;
(B) the adoption and enactment of such amendment; or
(C) the enactment of such bill or resolution in the form
recommended in such conference report,
would cause the appropriate allocation made pursuant to sub-
section (b) for such fiscal year of new discretionary budget au-
thority, new entitlement authority, or new credit authority to
be exceeded.

(2) IN THE SENATE.—At any time after the Congress has com-
pleted action on the concurrent resolution on the budget re-
quired to be reported under section 301(a) for a fiscal year, it
shall not be in order in the Senate to consider any bill or reso-
lution (including a conference report thereon), or any amend-
ment to a bill or resolution, that provides for budget outlays or
new budget authority in excess of the appropriate allocation of
such outlays or authority reported under subsection (b) i1 con-
nection with the most recently agreed to concurrent resolution
on the budget for such fiscal year.

(g) DETERMINATIONS BY BupnGeEr CoMMITTEES.—For purposes of
this section, the levels of new budget authority, spending authority
as described in section 401(cX2), outlays and new credit authority
for a fiscal year shall be determined on the basis of estimates made
by the Committee on the Budget of House of Representatives or the
Senate, as the case may be. '
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CONCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED BEFORE
LEGISLATION PROVIDING NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, NEW CREDIT AUTHORITY, OR CHANGES IN REVENUES OR
THE PUBLIC DEBT LIMIT I8 CONSIDERED

Skc. 303. (a) IN GENERAL.—It shall not be in order in either the
House of Representatives or the Senate to consider any bill or reso-
lution (or amendment thereto) as reported to the House or Senate
which provides—

(1) new budget authority for a fiscal year;
(2) an increase or decrease in revenues to become effective
during a fiscal year;
(3) an increase or decrease in the public debt limit to become
effective during a fiscal year;
(4) new entitlement authority to become effective during a
fiscal year; or
(5) new credit authority for fiscal year,
until the concurrent resolution on the budget for such fiscal year
has been agreed to pursuant to section 301.

: t(;l')) ExcepTIONS.—Subsection (a) does not apply to any bill or reso-
ution—

(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 ef-
fective in a fiscal year following the fiscal year to which the
concurrent resolution applies.

After May 16 of any calendar year, subsection (a) does not agpl‘y in
the House of Representatives to any general appropriation bill, or
amendment thereto, which provides new budget authority for the
fiscal year beginning in such calendar year.

(c) WAIVER IN THE SENATE.—

(1) The committee of the Senate which reports any bill or
resolution (or amendment thereto) to which subsection (a) ap-
plies may at or after the time it reports such bill or resolution
(or amendment), report a resolution to the Senate (A) providing
for the waiver of subsection (a) with respect to such bill or res-
olution (or amendment), and (B) stating the rensons why the
waiver is necessary. The resolution shall then be referred to
the Committee on the Budget of the Senate. That Committee
shall report the 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) begjnning with the day following
the day on which it is so referred, accompanied by that Com-
mittee's recommendations and reasons for such recommenda-
tions with respect to the resolution. If the Committee does not
report the resolution within such 10-day period, it shall auto-
matically be discharged from further consideration of the reso-
lution and the resolution shall be placed on the calendar.

(2) During the consideration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by, the majority leader and minority leader or their
designees, and the time on any debatable motion or appeal
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shall be limited to twenty minutes, to be equally divided be-
tween, and controlled by, the mover and the manager of the
resolution. In the event the manager of the resolution is in
favor of an{ such motion or appeal, the time in opposition
thereto shall be controlled by the minority leader or his desig-
nee. Such leaders, or either of them, may, from the time under
their control on the passage of such resolution, allot additional
time to any Senator during the consideration of any debatable
motion or appeal. No amendment to the resolution is in order.

(3 If, after the Committee on the Budget has reported (or
been discharged from further consideration of) the resolution,
the Senate agrees to the resolution, then subsection (a) shall
not apply wit resEect to the bill or resolution (or amendment
thereto) to which the resolution so agreed to applies.

PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS ON THE BUDGET

Sec. 304. (a) IN GENERAL.—ALt any time the concurrent resolution
on the budget for a fiscal year has been agreed to pursuant to sec-
tion 301, and before the end of such fiscal year, the two Houses
may adopt a concurrent resolution on the budget which revises or
reaffirms the concurrent resolution on the budget for such fiscal
year most recently agreed to.

[Section 304(b) expires on September 30, 1993; P.L. 99-177, section
275(bX2XB) as amended by P.L. 100-119.]

(b) Maximum DEericit AMOUNT MAY Not BE Exceenep.—The pro-
visions of section 301(i) shall apply with respect to concurrent reso-
lutions on the budget under this section (and amendments thereto
and conference reports thereon) in the same way they apply to con-
current resolutions on the budget under section 301(i) (and amend-
ments thereto apd conference reports thereon).

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

PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

SEc. 305. (a) PrRocepURE IN HOUSE OF Ri’RESENTATIVES AFTER
Rerort oF COMMITTEE; DEBATE.—

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

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

(4) Only if a concurrent resolution on the budget reported by
the Committee on the Budget of the House sets forth the eco-
nomic goals (as described in sections 3(aX2) and 4(b) of the Full
Employment Act of 1946) which the estimates, amounts, and
levels (as described in section 301(a)) set forth in such resclu-
tion are designed to achieve, shall it be in order to offer to
such resolution an amendment relating to such goals, and such
amendment shall be in order only if it also proposes to alter
such estimates, amounts, and levels in germane fashion in
order to be consistent with the goals proposed in such amend-
ment.

(5) Consideration of any concurrent resolution on the budget
by the House of Representatives shall be in the Committee of
the Whole, and the resolution shall be considered for amend-
ment under the five-minute rule in accordance with the appli-
cable provisions of rule XXIII of the Rules of the House of Rep-
resentatives. After the Committee rises and reports the resolu-
tion back to the House, the previous question shall be consid-
ered as ordered on the resolution and any amendments thereto
to final passage without intervening motion; except that it
shall be in order at any time prior to final passage (notwith-
standing any other rule or provision of law) to adopt an
amendment (or a series of amendments) changing any (igure or
figures in the resolution as so reported to the extent n:cessary
to achieve mathematical consistency.

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

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

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

(1) Debate in the Senate on any concurrent resolution on the
budget, and all amendments thereto and debatable motions
and appeals in connection therewith, shall be limited to not
more than 50 hours, except that with respect to any concur-
rent resolution referred to in section 304(a) all such debate
shall be limited to not more than 15 hours. The time shall be
equally divided between, and controlled by, the majority leader
and the minority leader or their designees.

(2) Debate in the Senate on any amendment to a concurrent
resolution on the budget shall {e limited to 2 hours, to be
equally divided between, and controlled by, the mover and the
manager of the concurrent resolution, and debate on any
amendment to an amendment, debatable motion, or appeal
shall be limited to 1 hour, to be equally divided between, and
controlled by, the mover and the manager of the concurrent
resolution, except that in the event the manager of the concur-
rent resolution is in favor of any such amendment, motion, or
appeal, the time in opposition thereto shall be controlled by
the minority leader or his designee. No amendment that is not
germane to the provisions of such concurrent resolution shall
be received. Such leaders, or either of them, may; from the
time under their control on the passage of the concurrent reso-
lution, allot additional time to any Senator during the consid-
eration of any amendment, debataﬁle motion, or appeal.

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

(4) Subject to the other limitations of this Act, only if a con-
current resolution on the budget reported by the Committee on
the Budget of the Senate sets forth the economic goals (as de-
scribed in sections 3(aX2) and 4(b) of the Employment Act of
1946) which the estimates, amounts, and levels (as described in
section 301(a)) set forth in such resolution are designed to

* achieve, shall it be in order to offer to such resolution an
amendment relating to such goals, and such amendment shall
be in order only if it also proposes to alter such estimates,
amounts, and levels in germane fashion in order to be consist-
ent with the goals proposed in such amendment.

(5) A motion to further limit debate is not debatable. A
motion to recommit (except a motion to recommit with instruc-
tions to report back within a specified number of days, not to
exceed 3, not counting any day on which the Senate is not in
session) is not in order. Debate on any such motion to recom-
mit shall be limited to 1 hour, to be equally divided between,
and controlled by, the mover and the manager of the concur-
rent resolution.
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(6) Notwithstanding any other rule, an amendment or series
of amendments to a concurrent resolution on the budget pro-
posed in the Senate shall always be in order if such amend-
ment or series of amendments proposes to change any figure or

figures then contained in such concurrent resolution so as to -

make such 'com_:urrent resolution mathematically consistent or
80 as to maintain such consistency.

(c) AcTiON ON CONFERENCE REPORTS IN THE SENATE.—

(1) The conference report on any concurrent resolution on
the budget gshall be in order in the Senate at any time after
the third day (excluding Saturday, Sundays, and legal holidays)
following the day on which such conference report is reported
and is available to Members of the Senate. A motion to pro-
ceed to the consideration of the conference report may be made
even though a previous motion to the same effect has been dis-
agreed to.

(2) During the consideration in the Senate of the conference
report on any concurrent resolution on the budget, and all
amendments in disagreement, and all amendments thereto,
and debatable motions and agpeals in connection therewith,
debate shall be limited to 10 hours, to be egually divided be-
tween, and controlled by, the majority leader and minority
leader or their designees. Debate on any debatable motion or
appeal related to the conference report shall be limited to 1
hour, to be equally divided between, and controlled by, the
mover and the mana¥er 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. Debate on any amendment
to any such instructions shall be limited to 20 minutes, to be
equally divided between and controlled by the mover and the
manager of the conference report. In all cases when the man-
ager of the conference report is in favor of any motion, appeal,
or amendment, the time in ogPosition shall be under the con-
trol 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 desig-
nee. No amendment that is not germane to the provisions of
such amendments shall be received.

(d) REQUIRED ACTION BY CONFERENCE CommrtTee.—If at the end
of T days (excluding Saturdays, Sundays, and legal holidays) after
the conferees of both Houses have been appointed to a committee
of conference on a concurrent resolution on the budget, the confer-
ees are unable to reach agreement -with respect to all matters in
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disagreement between the two Houses, then the conferees shall
submit to their respective Houses, on the first day thereafter on
which their House is in session—

(1) a conference report recommending those 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) CONCURRENT RFsOLUTION Must BE CONSISTENT IN THE
SENATE.—It shall not be in order in the Senate to vote on the ques-
tion of agreeing to— o

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

(2) a conference report on a concurrent resolution on the
budget unless the figures contained in such resolution, as rec-
ommended in such conference report, are mathematically con-
sistent.

LEGISLATION DEALING WITH CONGRESSIONAL BUDGET MUST BE
HANDLED BY BUDGET COMMITTEES

Sec. 306. No bill or resolution, and no amendment to any bill or
resolution, dealing with any matter which is within the jurisdiction
of the Committee on the Budget of either House shall be considered
in that House unless it is a bill or resolution which has been re-
ported by the Committee on the Budget of that House (or from the
consideration of which such committee has been discharged) or
unless it is an amendment to such a bill or resolution.

HOUSE COMMITTEE ACTION ON ALL APPROPRIATION BILLS TO BE
COMPLETED BY JUNE 10

Sec. 307. On or before June 10 of each year, the Committee on
Appropriations of the House of Representatives shall report annual
appropriation bills providing new budget authority under the juris-
diction of all of its subcommittees for the fiscal year which begins
on October 1 of that year.

REPORTS, SUMMARIES, AND PROJECTIONS OF CONGRESSIONAL BUDGET
ACTIONS

Sec. 308. (a) RErorTS ON LEGISLATION PrOvVIDING NEw BuUDGET
AuTtHORITY, NEW SPENDING AUTHORITY, OR NEW CREDIT AUTHORITY,
OR PROVIDING AN INCREASE OR DECREASE IN REVENUES OR TAx Ex-
PENDITURES.—

(1) Whenever a committee of either House reports to its
House a bill or resolution, or committee amendment thereto,
providing new budget authority (other than continuing appro-
priations), new spending authority described in section
401(cX2), or new credit authority, or providing an increase or
decrease in revenues or tax expenditures for a fiscal year, the
report accompanying that bill or resolution shall contain a
statement, or the committee shall make available such a state-



ment in the case of an approved committee amendment which
is not reported to its House, prepared after consultation with
the Director of the Congressional Budget Office—

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

(B) including an identification of any new spending nu.
thority described in section 411(c)2) wf‘\'ich is contained in
guch measure and a justification for the use of such flinane
ing method instead of annual appropriations; .

(C) containing a projection by the Congressional Ryt
Office of how such measure will affect the levels «f «ach
budget authority, budget outlays, spending authority. pove
nues, tax expenditures, direct loan obligations, or primars
loan guarantee commitments under existing law for <
fiscal year and each of the four ensuing fiscal e il
timely submitted before such report is filed; and .

(D) containing an estimate by the Congressiona! Rulie
Office of the level of new budget authority for assist e to
State and local governments provided by such me:<ire il
timely submitted before such report is filed.

(2) Whenever a conference report is filed in either House sl
such conference report or any amendment reported in di-
agreement or any amendment contained in the joint statement
of managers to be proposed by the conferees in the cas~ ol
technical disagreement on such bill or resolution provides new
budget authority (other than continuing appropriations), new
spending authority described in section 401(cX2), or new credit
authority, or provides an increase or decrease in revenues for a
fiscal year, the statement of managers accompanying such con-
ference report shall contain the information described in para-
graph (1), if available on a timely basis. If such information is
not available when the conference report is filed, the commit-
tee shall make such information available to Members as soon
as practicable prior to the consideration of such conference
report.

(b) .Up-To-DATE TABULATIONS OF CONGRESSIONAL Buncer

ACTION.—

(1) The Director of the Congressional Budget Office shall
issue to the committees of the House of Representatives and
the Senate reports on at least a monthly basis detailing and
tabulating the progress of congressional action on bills and res-
olutions providing new budget authority, new spending author-
ity described in section 401(ck2), or new credit authority, or
providing an increase or decrease in revenues or tax expendi-
tures for a fiscal year. Such reports shall include but are not
limited to an up-to-date tabulation comparing the appropriate
aggregate and functional levels (including outlays) included in
the most recently adopted concurrent resolution on the budget
with the levels provided in bills and resolutions reported by
committees or adopted by either House or by the Congress, and
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with the levels provided by law for the fiscal year preceding
such fiscal year.

(2) The Committee on the Budget of each House shall make
available to Members of its House summary budget scorekeep-
ing reports. Such reports—

(A) shall be made available on at least a monthly basis,
but in any case frequently enough to provide Members of
each House an accurate representation of the current
status of congressional consideration of the budget;

(B) shall include, but are not limited to, summaries of
tabulations provided under subsection (bX1); and

(C) shall be based on information provided under subsec-
tion (bX1) without substantive revision.

i chairman of the Committee on the Budget of the House of
‘presentatives shall submit such reports to the Speaker.

‘c) FIVE-YEAR PROJECTION OF CONGRESSIONAL BUDGET ACTION.—
As soon as practicable after the beginning of each fiscal year, the
rector of the Congressional Budget Office shall issue a report
ojecting for the period of 5 fiscal years beginning with such fiscal
ar—

(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 tgxe surplus or deficit, if any, for each fiscal year in such
period; V

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

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

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

HOUSE APPROVAL OF REGULAR APPROPRIATION BILL3

Sec. 309. It shall not be in order in the House of Representatives

consider any. resolution providing for an adjournment period of
re than three calendar days during the month of July until the
yuse of Representatives has approved annual appropriation bills
oviding new budget authority under the jurisdiction of all the
bcommittees of the Committee on Appropriations for the fiscal
ar beginning on October 1 of such year. For purposes of this sec-
m, the chairman of the Committee on Aspropriations of the
use of Representatives shall periodically advise the Speaker as
changes in jurisdiction among its various subcommittees.

RECONCILIATION

Sec. 310. (a) INcLUSION OF RECONCILIATION DIRecrives IN CON-
'RRENT RESOLUTIONS ON THE BUDGET.—A concurrent resolution on
e budget for any fiscal year to the extent necessary to effectuate
e provisions and requirements of such resolution, shall—
(1) specify the total amount by which—
(A) new budget authority for such fiscal year;
(B) budget authority initially provided for prior fiscal
ears;
y (C) new entitlement authority which is to become effec-
tive during such fiscal year; an
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(D) credit authority for such fiscal year, contained in

' laws, bills, and resolutions within the jurisdiction of a com-

mittee, is to be changed and direct that committee to de-
termine and recommend changes to accomplish a change
of such total amount;

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

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

(4) specify and direct any combination of the matters de-
scribed in paragraphs (1), (2}, and (3).

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

(1) only one committee of the House or the Senate is directed
to determine and recommend changes, that committee shall
promptly make such determination and recommendations and
report to its House reconciliation legislation containing such
recommendations; or

(2) more than one committee of the House or the Senate is
directed to determine and recommend changes, each such com-
mittee so directed shall promptly make such determination
and recommendations and submit such recommendations to
the Committee on the Budget of its House, which, upon receiv-
ing all such recommendations, shall report to its House recon-
ciliation legislation carrying out all such recommendations
without any substantive revision.

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

(c) CoMPLIANCE WITH RECONCILIATION DIRECTIONS.—Any commit-
tee of the House of Representatives or the Senate that is direct ed.
pursuant to a concurrent resolution on the budget, to determin:
and recommend changes of the type described in paragraphs ‘I
and (2) of subsection (a) with respect to laws within its jurisdiction.
shall be deemed to have complied with such directions—

1) if—

(A) the amount of the changes of the type described in
paragraph (1) of such subsection recommended by such
committee do not exceed or fall below the amount of the
changes such committee was directed by such concurrent
resolution to recommend under such paragraph by more
than 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs (!
and (2) of such subsection, and
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(B) the amount of the changes of the type described in
paragraph (2) of such subsection recommended by such
committee do not exceed or fall below the amount of the
changes such committee was directed by such concurrent
resolution to recommend under that paragraph by more
than 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs (1)
and (2) of such subsection; and

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

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

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

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

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

(4) For purposes of this section, the levels of budget outlays
and Federal revenues for a fiscal year shall be determined on
the basis of estimates made by the Committee on the Budget of
the House of Representatives or of the Senate, as the case may
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(5) The Committee on Rules of the House of Representatives
may make in order amendments to achieve changes specified
by reconciliation directives contained in a concurrent resolu-
tion on the budget if a committee or committees of the House
fail to submit recommended changes to its Committee on the
Budget pursuant to its instruction.

(e) PROCEDURE IN THE SENATE.—

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

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

(f) COMPLETION OF RECONCILIATION PROCESS.—

(1) IN GENERAL.—Congress shall complete action on any rec-
onciliation bill or reconciliation resolution reported under sub-
section (b) not later than June 15 of each year.

(2) POINT OF ORDER IN THE HOUSE OF REPRESENTATIVES.—It
shall not be in order in the House ofRepresentatives to consid-
er any resolution providing for an adjournment period of more
than three calendar days during the month of July until the
House of Representatives has completed action on the reconcil-
iation legislation for the fiscal year beginning on October 1 of
the calendar year to which the adjournment resolution per-
tains, if reconciliation legislation is required to be reported by
the concurrent resolution on the budget for such fiscal year.

('if LIMITATION ON CHANGES TO THE SOCIAL SECURITY Acr.—Not-
withstanding any other provisiona of law, it shall not be in order in
the Senate or the House of Representatives to consider any recon-
ciliation bill or reconciliation resolution reported pursuant to a
concurrent resolution on the budget agreed to under section 301 or
304, or a resolution pursuant to section 254(b) of the Balanced
Budget and Emergency Deficit Control Act of 1985, or any amend-
ment thereto or conference report thereon, that contains recom-
mendations with respect to the old-age survivors, and disability in-
surance program established under title II of the Social Security
Act.

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

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



"123

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

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

(3) the enactment of such bill or resolution in the form rec-
ommended in such conference report,

vould cause the appropriate level of total new budget authority or
‘otal budget outlays set forth in the most recently agreed to con-
rurrent resolution on the budget for such fiscal year to be exceed-
'd, or would cause revenues to be less than the appropriate level of
total revenues set forth in such concurrent resolution or, in the
S}tlantate, would otherwise result in a deficit for such fiscal year
that—

(A) for fiscal year 1989 or any subsequent fiscal year, exceeds
the maximum deficit amount specified for such fiscal year in
section 3(7); and

(B) for fiscal year 1988 or 1989, exceeds the amount of the
estimated deficit for such fiscal year based on laws and regula-
tions in effect on January 1 of the calendar year in which such
fiscal year begins as measured using the budget baseline speci-
fied in section 251(a)¥6) of the Balanced Budget and Emergency
Deficit Control Act of 1985 minus $23,000,000,000 for fiscal
year 1988 or $36,000,000,000 for fiscal year 1989;

axcept to the extent that paragraph (1) of section 301(i) or section
104(h), as the case may be, does not apply by reason of paragraph
2) of such subsection.!

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

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

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

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

ommended in such conference report,

would not cause the appropriate allocation of new discretionary
hudget authority or new entitlement authority made pursuant to
section 302(a) for such fiscal year, for the committee within whose
jurisdiction such bill, resolution, or amendment falls, to be exceed-
d.

(c) DETERMINATION OF BUDGET LEVELS.—For purposes of this sec-
tion, the levels of new budget authority, budget outlays, new enti-
tlement authority, and revenues for a fiscal year shall be deter-
mined on the basis of estimates made by the Committee on the
Budget of the House of Representatives or of the Senate, as the
:ase may be.

' The portion of section 311(a) that begins with “or, in the Senate” and ends with “paragraph
2) of such subsection)” expires on September 30, 1993; P.L. 99-177, section 275(bX2XB) as amend-

«d by P.L.100-119.
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TITLE IV—ADDITIONAL PROVISIONS TO IMPROVE FISCAL
PROCEDURES

BILLS PROVIDING NEW SPENDING AUTHORITY

Skc. 401. (a) CONTROLS ON LEGISLATION PrROVIDING SPENDING Au-
THORITY.—It shall not be in order in either the House of Represent-
atives or the Senate to consider any bill, resolution, or conference
report, as reported to its House which provides new spending nu-
thority described in subsection (cX2) (A) or (B) (or any amendment
which provides such new spending authority), unless that bill, reso-
lution, conference report, or amendment also provides that such
new spending authority as described in subsection (cX2) (A) or (B) is
to be effective for any fiscal year only to such extent or in such

amounts as are provided in appropriation Acts.
(b) LEGISLATION PROVIDING ENTITLEMENT AUTHORITY.—

(1) It shall not be in order in either the House of Representa-
tives or the Senate to consider any bill or resolution which pro-
vides new spending authority described in subsection (cX2XC)
(or any amendment which Hrovides such new spending author-

ective before the first day of the
fiscal year which begins during the calendar year in which

ity) which is to become e

such bill or resolution is reporte

(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution which provides new
spending authority described in subsection (cX2XC) which is to
become effective during a fiscal year and the amount of new
budget authority which will be required for such fiscal year if
such bill or resolution is enacted as so reported exceeds the ap-
propriate allocation of new budget authority reported under
section 302(b) in connection with the most recently agreed to
concurrent resolution on the budget for such fiscal year, such
bill or resolution shall then be referred to the Committee on
Appropriations of that House with instructions to report it,
with the committee’s recommendations, within 15 calendar
days (not counting any day in which that House is not in ses-
sion) beginning with the day following the day on which it is so
referred. If the Committee on Appropriations of either House
fails to report a bill or resolution referred to it under this para-
graph within such 15-day period, the committee shall auto-
matically be discharged from further consideration of such bill
or resolution and such bill or resolution shall be placed on the

appropriate calendar.

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

olution.
(c) DEFINITIONS.—

(1) For purposes of this section, the term “new spending au-
thority” means spending authority not provided by law on the
effective date of this Act, including any increase in or addition

to spending authority provided by law on such date.
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) (,2,) For purposes of paragraph (1), the term “spending author-
ity” means authority (whether temporary or permanent)—

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

cts; -

(B) to incur indebtedness (other than indebtedness in-
curred under chapter 31 of title 31 of the United States
Code) for the repayment of which .the United States is
liable, the budget authority for which is not provided in
advance by appropriation Acts;

(C) to make payments (including loans and grants), the
budget authority for which is not provided for in advance
by appropriation Acts, to any person or government if,
under the provisions of the law containing such authority,
the United States is obligated to make such payments to
persons or governments who meet the requirements estab-
lished by such law;

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

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

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

(d) EXCEPTIONS.—
(1) Subsections (a) and (b) shall not apply to new spending
authority if the budget authority for outlays which will result
from such new spending authority is derived—
(A) from a trust fund established by the Social Security
Act (as in effect on the date of the enactment of this Act);
or
(B) from any other trust fund, 90 percent or more of the
receipts of which consist or will consist of amounts (trans-
ferred from the general fund of the Treasury) equivalent
to amounts of taxes (related to the purposes for which such
outlays are or will be made) received in the Treasury
under specified provisions of the Internal Revence Code of
1954.
(2) Subsections (a) and (b) shall not apply to new spending
authority which is an amendment to or extension of the State
and Local Fiscal Assistance Act of 1972, or a continuation of
the program of fiscal assistance to State and local governments
provided by that Act, to the extent so provided in the bill or
resolution providing such authority.

(3) Subsections (a) and (b) shall not apply to new spending
authority to the extent that—
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.(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 Corpo-
ration Control Act), or (ii) a wholly owned Government
corporation (as defined in section 101 of such Act) which is
specifically exempted bfy law from compliance with any or
all of the provisions of that Act, as of the date of enact-
ment of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985; or

(B) the outlays resulting therefrom consist exclusively of
the proceeds of gifts or bequests made to the United States
for a specific purpose.

LEGISLATION PROVIDING NEW CREDIT AUTHORITY

Sec. 402. (2) CONTROLS ON LEGISLATION ProviniNG NEw CREMIT
AuTHorITY.—It shall not be in order in either the House of Repre-
sentatives or the Senate to consider any bill, resolution, or confer-
ence report, as reported to its House, or any amendment which
provides new credit authority described in subsection (bX1), unless
that bill, resolution, conference report, or amendment also provides
that such new credit authority is to be effective for any fiscal year
only to such extent or in such amounts as are provided in appro-
priation Acts.

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

ANALYSIS BY CONGRESSIONAL BUDGET OFFICE

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

(1) an estimate of the costs which would be incurred in carry-
ing out such bill or resolution in the fiscal year in which it is
to become effective and in each of the 4 fiscal years following
such fiscal year, together with the basis for each such estimate;

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

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

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

The estimates, comparison, and description so submitted shall be
included in the report accompanying such bill or resolution if
timely submitted to such committee before such report is filed.
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(b) For purposes of subsection (aX2), the term “local government”
has the same meaning as in section 103 of the Intergovernmental
Cooperation Act of 1968.

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

JURISDICTION OF APPROPRIATIONS COMMITTEES

Sec. 404. (a) AMENDMENT OF House RuLEs.—Clause 2 of rule XI
of the Rules of the House of Representatives is amended by redesig-
nating paragraph (b) as paragraph (e) and by inserting after para-
graph (a) the following new paragraphs:

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

“(c) The amount of new spending authority described in section
401(cX2) (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(cX2)XC) of
the Congressional Budget Act of 1974 provided in bills and resolu-
tions referred to the Committee under section 401(b)2) of the Act
(but subject to the provisions of section 401(bX3) of that Act).”

(b) AMENDMENT OF SENATE RULEs.—Subparagraph (c) of para-
graph 1 of rule XXV of the Standing Rules of the Senate is amend-
ed 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 subjects:

“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 Code). _

“3. The amount of new spending authority described in section
401(cX2) (A) and (B) of the Congressional Budget Act of 1974 provid-
ed in bills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(bX3) of that Act). . .

“4, New advance spending authority described in section
401(cX2XC) of the Congressional Budget Act of 1974 provided in
bills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(bX3) of that Act).”

STUDY BY THE GENERAL ACCOUNTING OFFICE OF FORMS OF FEDERAL FI-
NANCIAL COMMITMENT THAT ARE NOT REVIEWED ANNUALLY BY
CONGRESS

Skec. 405. The General Accounting Office shall study those provi-
sions of law which provide spending authority as described by sec-
tion 401(cX2) and which provide permanent appropriations, and
report to the Congress its recommendations for the appropriate
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form of financing for activities or programs financed by such provi-
sions not later -than eighteen months after the effective date of this
section. Such report shall be revised from time to time.

OFF-BUDGET AGENCIES, PROGRAMS, AND ACTIVITIES

SEc. 406. (a) Notwithstanding any other provision of law, budget
authority, credit authority, and estimates of outlays and receipts
for activities of the Federal budget which are off-budget immediate-
ly prior to the date of enactment of this section, not including ac-
tivities of the Federal Old-Age and Survivors Insurance and Feder-
al Disability Insurance Trust Funds, shall be included in a budget
submitted pursuant to section 1106 of title 31, United States Code,
and in a concurrent resolution on the budget reported pursuant to
section 301 or section 304 of this Act and shall be considered, for
purposes of this Act, budget authority, outlays, and spending au-
thority in accordance with definitions set forth in this Act.

(b) All receipts and disbursements of the Federal Financing Bank
with respect to any obligations which are issued, sold, or guaran-
teed by a Federal agency shall be treated as a means of financing
such agency for purposes of section 1105 of title 31, United States
Code, and for purposes of this Act. -

MEMBER USER GROUP

Skc. 407. The Speaker of the House of Representatives, after con-
sulting with the Minority Leader of the House, may appoint a
Member User Group for the purpose of reviewing budgetary score-
keeping rules and practices of the House and advising the Speaker
from time to time on the effect and impact of such rules and prac-
tices.
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BUDGET ACT POINTS OF ORDER IN THE SENATE

Section Description Waiver requirement Application
K1) 1) J—— Prohibits consideration of budget resolution, amendments Three-fifths Budget resolution.
thereto, or conference report thereon, that contains Amendments.
deficit in excess of maximum deficit amount. (also Conference report.
applies to revised budget resolution via sec. 304(b)).
k1] (. JO— Prohibits consideration of a committee’s legislation untd Three-fifths Bill.
that committee has filed its sec. 302(b) report. Resolution.
Amendments.
302()(2) .......... Prohibits consideration of legislation providing budget au- Three-fifths Bil.
thority or outlays in excess of committee’s sec. 302(b) Resolution.
report. Amendments.
Conference report.
K1 T ) - Prohibits legislation providing new budget authority, change Majority Bill.
in revenves, change in public debt, new entitlement Resolution.
authorily, or new credit authority for a fiscal year until Amendments.
the budget resolution for that year has been agreed to. Conference report (by
precedent of Apr. 10,
1978).
K1Y (7) JO— See section 301(i) Three-fifths Revised Budget Resolution.
Amendments.
Conference report.
305(b){2)......... Prohibits nongermane amendments to budget resolution Three-fifths Amendments.
(also applies fo reconciliation bills via sec. 310(e)(1)). :
305(e)................ Prohibits consideration of budget resolution, or conference Majority Budget resolution.
report thereon, that is not mathematically consistent. Conference report.
306 ... Prohibits consideration of legislation within Budget Commit- Three-fifths Bilt.
tee’s jurisdiction, unless the Budget Committee reported Resolution.
it. Amendments.
310(d)(2).......... Prohibits amendments to reconciliation bilis that are not Three-fifths Amendments.
deficit neutral.
310(e)(1).......... See section 305(b) {2) Three-fifths Amendments.
K] (1) —— Prohibits consideration of reconciliation legisiation that Three-fifths Bill.
recommends changes in social security. Resolution.
Amendments.
Conference report.
k) § [ £) J— Prohibits consideration of legislation that would exceed Three-fifths Bin.
outlay ceiling or revenue floor, or would cause deficit to Resolution.
exceed maximum deficit amount. Amendments.
Conference report.
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Secton Descrpton Waver requirement Appicaton
401(3)......——. Prohibits consideration of legislation providing new contract Majory B
authority or new borrowing authorily that is not Limited Resolution.
fo approprialions. Amendments.
Conference report.
401(b)(1)........ Prohibits consideralion of legisiation providing new enlitle- Majorily BiL
ment authority that becomes effective during the fiscal Resolution.
year that ends in the calendar year in which the bill is Amendments.
_ reporied. :
[ 7 S Prohibits consideration of legislation providing new credit Majority Bl
authodity that is nol limited to appropriations. Resolution.
Amendments.
Conlerence report.
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G-40 THE BUDGET FOR FISCAL YEAR 1990
Table G-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX
(1n milions of dokars)
Fiacal years
Dexcription Outiay Equivalent Revesus Loss
1988 1989 19% 1988 1989 19%
National defense;
Exclusion of benefits and allowances to armed
forces personnel 22100 2215] 2300 1,890 | 1,900 1,975
International affairs;
Exclusion of income earned abroad by United
States citizens 1665( 1,785 1910 1,220 1,305| 1,395
Exclusion of income of foreign sales corporations
(FSC) 730 6451 690 460 425 455

Inventory property sales source rules exception........ 4130 4415| 4725| 2625 2915 3,120
Certain nonfinancial institutions operations interest

allocation rules exception 60 95 100 40 60 65
Deferral of income from controlied foreign corpora-
tions:
Pre-1983 budget method 110 106 105 110 100 105
Post-1982 budget method.
General science, space, and technology:
Expensing of research and development expendi-
tures: ;
Pre-1983 budget method 865| 1,190 1,285 865 1,190 1,285
Post-1982 budget method
Credit for increasing research activities......... . . 1,240 | 1,340 1445 900 970 | 1,045
Suspension of the allocation of research and ex-
perimentation expenditures 320 . 210
Energy:
Expensing of exploration and development costs:
Ot and gas -385| —15 150] —385] —18 150
(ther fuels 35 35 35 35 35 35
Excess of percentage over cost depletion:
0il and gas 680 490 480 450 345 350
QOther fuels 215 210 220 135 135 145
Capital gains treatment of royalties on coal............ * *

Exclusion of interest on State and local industrial

development bonds for certain energy facilities..| 385 400 410 290 280 285

Alternative, conservation and new technology cred-
its:

Supply incentives 95 35 20 80 30 20

Conservatjon incentives — —* —* R T—
Alternative fuel production credit.......................... 15 15 15 10 10 10
Alcohol fuel credit 10 10 10 5 5 5
Energy credit for intercity buses....................... —* —* -t — - —*
Special rules for mining reclamation reserves......... 45 45 50 45 45 50
Exception from passive loss limitation for working

interests in oil and gas properties...................... 15 10 15 55 55 60

Nalural resources and environment:

Expensing of exploration and development costs, -

nonfuel minerals 35 40 40 35 40 40
Excess of percentage over cost depietion, nonfuel

minerals 330 315 330 230 235 250
Exclusion of interest on State and local IDBs for

pollution control and sewage and waste disposal

facilities 150 2215) 2305! 1,635| 1,555 1620
Tax incentives for preservation of historic struc-

tures 150 140 135 150 140 135

Capital gains treatment of iron ore.............. . . .
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SPECIAL ANALYSIS G G-41
Table G-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(in millicns of dolrs)
Fecal years
Description Outiay Equivaleat Revenue Lot
1988 1989 199 | 1988 | 1989 19%0

Capital gains treatment of certain timber income...... . *
Expensing of multiperiod timber growing costs.......... 20| 310 60| 270] 310 360
Investment credit and seven-year amortization for

reforestation expenditures 210 210 2151 205| 205 205

Agriculture:

Expensing of certain capital outlays 525 505 4951 525 08 495
Expensing of certain multiperiod production costs..... 5 85 180 5 85 180
Treatment of loans forgiven solvent farmers as if

insoivent 10 10 10 10 10 10
Capital gains treatment of certain income . *
Deferral of drought-related payments 190] -125 190] -125

Commerce and housing credit:

Exemption of credit UNION INCOME .......ccvvuverennensecrene 205 295 315 190] 200 215
Excess bad debt reserves of financial institutions ..... 120 65 3 50 4 25
Special merger rules for financial institutions 1,225 2145] 2320] 885! 1,555| 1,680
Exclusion of interest on life insurance savings.......... 7260 7940| 8740| 5410| 5560) 6,115
Special altemative tax on smali property and

€asualty inSUrance COMPANIES..............ceeemnerseeseres 85 120 120 65 10 10
Tax exemption of certain insurance companies.......... 20 25 25 15 15 15
Small property and casualty insurance company

deduction 20 13 40 15 35 25
Small iife insurance company deduction.................... 80 85 85 55 60 60
Exemption of RIC expenses from miscellaneous

deduction floor 285 345 415 220 260 315
Deductibility of interest on consumer credit.............. 6530| 3,280 1740 6530| 3,280 | 1740
Exclusion of interest on small issue industrial

development bonds 3435 3475 3335 2705 2510| 2405
Exclusion of interest on State and local mortgage

bonds for owner-occupied housIng...........c..cveeevend 23751 2360 2230| 1,765| 1640 1,570
Exclusion of interest on State and local debt for

rental housing 1650 1630| 1,720 1,235| 1,135| 1,180
Deductibility of mortgage interest on owner-occu-

pied homes .... 33,675 | 32,180 | 35,110 | 33,675 | 32,180 | 35,110
Deductitality of property tax on owner-occupied

homy:s 10,100 | 10,410 | 11,765 | 10,100 { 10,410 | 11,765
Deferral of income from post 1987 instaliment

sales 260 670 735 60| 670 135
Czpital gains (other than agriculture, timber, iron

ore and coal):

Pre-1983 budget method..............coecrmeevsmunscs sunnens 265 0

Post-1982 budget method
Deferral of capital gains on home sales..................... 3700 3910 4110} 3700] 3910 4110
Exclusion of capital gains on home sales for

persons age 55 and over 1 3835 4195] 4,250 40| 3,190) 3,230
Carryover basis of capital gains at death.................. 16,030 | 17,310 | 18,695 | 11,540 | 12,465 | 13,460
Carryover basis of capital gains on gifts................. 10 15 85 10 15 85
Investment credit, other than ESOP’s, rehabilitation —

of structures, energy property, and reforestation

expenditures 11,785] 8355| 5255| 9,050 | 6,530 | 4,308
Accelerated depreciation on rental housing:

Pre-1983 budget method W 540 660 | 300 370 460

Post-1982 budget method
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G-42 THE BUDGET FOR FISCAL YEAR 1990
Table G-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(I miions of doltars)
Fiscal years
Description Outiay Equivalest Revenve Loss
1988 1989 | 19% 1988 1989 19%
Accelerated depreciation of buildings other than
rental housing:
Pre-1983 budget method 510 620 780 350 420 530
Post-1982 budget method o
Acceleraled depreciation of machinery and equip-
meat:
Pre-1983 budget method 35,000 | 48,300 | 53,300 | 23,700 | 30,600 { 35,900
Post-1982 budget method
Safe harbor leasing rules 660 535 480 690 550 490
Amortization of start-up costs 245 230 245 185 170 180
Reduged rates on the first $100,000 of corporate
income:
Pre-1983 budget method 4200 4470 5275) 2815{ 2855 3410
Post-1982 budget method
Exception from the passive loss rules for $25,000
of rental losses 14801 1370| 15535{ 1,145( 1,060] 1,90
Treatment of Alaska Native Corporations................... 400 700 240 400 700 240
Permanent exceptions from imputed interest rules...| 175 140 160 130 110 125
Transportation: ,
Deferral of tax on shipping companies....................... 115 120 125 115 120 125
Exclusion of interest on State and local govern-
ment bonds for mass commuting veliicles............. 50 40 20 10 . *
Community and regional development:
Five-year amortization for housing rehabilitation ....... 45 40 40 45 40 40
Credit for low-income housing investments .............. 260 650 | 1,050 160 390 635
Investment credit for rehabilitation of structures
(other than historic) 165 130 115 165 130 115
Exclusion of interest on IDBs for airports, docks
and sports and convention facilities...................... 960 | 1,000 1,040 125 695 120
Education, training, employment, and social serv-
ices:
Exclusion of scholarship and fellowship income:
Pre-1983 budget method . 625 685 120 510 625 120
Post-1982 budget method
Exclusion of interest on State and local student
loan bonds : 385 390 405 355 330 345
Exclusion of interest on State and local debt for
private nonprofit educational facilities.................. 320 315 330 250 225 235
Parental personal exemption for students age 19
of over 460 435 450 415 395 405
Exclusion of interest on savings bonds transferred
to educational institutions 20 15
Deductibility of charitable contributions (educa-
tion) L730| 1,700 | 1815] 1,5565| 1,530 1,635
Exclusion of employer provided educational assist-
ance 80 160 60 130 §............
Exclusion of employer provided child care................. 135 160 205 105 120 155
Exclusion of employee meals and lodging (other
than military) 760 790 830 685 115 750
Exclusion of contributions to prepaid legal services
plans 15 40 10 k1.7 S—
Investment credit for ESOPs 290 185 100 230 145 85
Credit for child and dependent care expenses ........... 4390 | 4515| 4740 3390| 3495{ 3,595
Targeted jobs credit 260 320 280 260 320 280
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SPECIAL ANALYSIS G G-43
Table G-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(i milioes of dollars)
fiscal years
Description Outtay Equivaient Reveoue Loss
198 1989 19% 1988 1989 19%0
Expensing of costs of removing certain architectur- -
al barriers to the handicapped......................cconnnn. 20 20 20 20 20 20
Deductibility of charitable contributions, other than
education and health 10,725 | 10,415 11,140 | 10,515 | 10,205 ] 10,915
Exclusion of certain foster care payments................. 25 4] 25 20 20 20
Exclusion of parsonage allowances 200 215 240 160 175 195
Health:
Exclusion of employer contributions for medical
insurance premiums and medical care.................. 31,055 | 34,820 | 37,255 | 24,690 | 21,650 | 29,585
Exclusion of untaxed Medicare benefits........... S 5415| 5985 6,745] 5415) 5985| 6,745
Deductibility of medical expenses................... S 1960 2,155| 2325 1960 | 2155 2325
Exclusion of interest on State and local debt for
private nonprofit health facilities........................... 28701 2850 3025| 2230 2025] 2190
Deductibility of charitable contributions (health) ...... 15051 1475] 1555 1405) 1370| 1,445
Tax credit for orphan drug research.............cccoovern * * * * * ¢
Special Blue Cross/Blue Shield deduction.................. 20 140 65 15 100 45

Income security:

Exclusion of railroad retirement system benefits ....... 385 310 390 385 310 390
Exclusion of workmen's compensation benefits ......... 2910| 2845 3070 2910 2845 3,070
Exclusion of public assistance benefits:

Pre-1983 budget method 380 340 345 380 340 345

Post-i 282 budget method
Exclusion of special benefits for disabled coal

miners 115 110 110 115 10 110
Exclusion of military disability pensions..................... 100 100 105 100 100 105
Net exclusion of pension contributions and earn-

Ings:

Employer plans 59,210 | 61,065 | 65,410 | 44,180 | 46,050 | 49,300

Individual Retirement Accounts...............cccoooceceeens 11,725 11,590 | 12540 | 8820 | 83860 9,590

Keogh plans 2315 1670 18501 1,655| 1290} 1,430
Exclusion of income earned by voluntary employee-

" beneficiary associations. 425 410 445 360 350 380
Exclusion of employer provided death benefits .......... 25 25 25 20 20 20
Exclusion of other employee benefits:

Premiums on group term iife insurance................. 2,395( 25501 2730 | 1940 2,065| 2210
Premiums on accident and disability insurance..... 160 165 170 120 125 130
Income of trusts to finance supplementary un-
employment benefits 30 30 30 30 30 30
Special ESOP rules (other than investment credit)..| 220 285 345 155 200 245
Additional deduction for the blind.................cccooe..... 15 15 15 15 15 15
Additional deduction for the elderly............................ 15351 L,155] 1040 1535| L155| 1,140
Tax credit for the elderly and disabled....................., 225 240 255 200 220 240
Deductibility of casualty losses...............cccooueeeerrernnnee 265 265 280 265 265 280
Earned income credit 2 1,075] 1.640{ 2140 955{ 1,395| 1815
Social Security:
Exclusion of social security benefits:
0ASI benefits for retired workers...............cooneooonl 13,425 13,465 | 14,105 13,4251 13,465 | 14,105
Disability insurance benefits 1,095| 1,085] 1125( 1,095{ 1085 1,125
Benefits for dependents and survivors 28401 2870 3010 2840 2870] 3,010
Veterans benefits and services:
Exclusion of veterans disability compensation............ 15051 1,450 1495| 1505 1450 1,495
Exclusion of veterans pensions .............eeeeeseeesssnoecd 85.- 80 80 8 80 80
Exclusion of GI bill benefits 70 60 50 70 60 50
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Tabls G-1. ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continyed
(in millions of doltars)
T
Description Ovtly Equaten Reveswe Loss
990

1588 198 199 1988 1989 1

o

Exclusing of interest on state and local debt for

veterans housing 355 350 80| 250 230 235
General government:
Exclusion of interest on public purpose State and
local debt 14,410 | 15,440 | 15,965 | 10,350 | 10,290 | 10,730
Deductibility of nonbusiness State and local taxes
other than on owner-occupied homes 17,250 | 17,305 | 18,690 | 17,250 | 17,305 | 18,690

Tax credit for corporations receiving income from
doing business in United States possessions 2870 2,705 | 3070| 1810| 1,845] 2030
Interest:
Deferral of interest on savings bonds 885 %5 95| 885 905 995

Esm«mummmwnum&
mmwm l%mmum resells it 3 redction im excise tx recepts of $480 million i 1988
T The -&#mummmwuwmwwﬁmm'mmﬂnmm

e

Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX

(I mitions of doltars)
Fiscal years
1968 | 194 199 1988 19%9 1990
National defense:
Exclusion of benefits and allowances to armed
forces personnel - 4001 2215 2,300
International affairs:
Exclusion of income eamed abroad by United
SHaLES CHEIZENS ........ooeeeveveeccrnrnsnernsensenssssssonsassnsone]sesissensanssso]snsne smmrsassecasranasd 1665| 1,785| 1910

Exclusion of income of foreign sales corporations
(FSC) 730 51 690
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Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—

Continved
(tn milicas of dollars)
Fiscal yoors
1988 | 131 19% 1588 1989 19%
Inventory property sales source rules exception......... 4130 44151 4725
aliocation rules exception 60 95 100
Mmalu:: income from controlled foreign corpora-
Pre-1983 budget method 110 100 105
Post-1982 budget method
Total (after interactions) ................ccocoerererne 5030 | 5255| 5620| 1,665 1,785| 1910
General science, space, and technology:
mmng&of research and development expendi-
Pre-1983 budget method 830 1,145 1,235 35 1] 50
Post-1982 budget method
Credit for increasing research activities.................... 1,220 1320] 1,425 20 20 20
Suspension of the allocation of research and ex-
perimentation expenditures. 320
Total (after interactions) .............cooo............. 25151 2,710 2925 60 70 15
Energy:
Expensing of exploration and development costs:
0il and gas —840| —580 ] —455 455 565 605
Other fuels 35 35 35
Excess of percentage over cost depletion:
0il and gas 120 95 95 560 395] 385
Other fuels 200 195 205 15 15 15
Capital gains treatment of royalties on coal * ¢
Exclusion of interest on State and local industrial
developmeat bonds for certain energy facilities...| 385 400 410
Alternative. conservation and new technology cred- -
its:
Siigmly incentives 95 35 20
Conservation incentives - -~ —~*
Alternative fuel production credit............................... 15 15 15 . ¢ *
Alcohol fuel credit * 10 10 10 * * *
Energy credit for intercity buses................oo............ — —* —*
Special rules for mining reclamation reserves........... 40 40 45 5 5 5
Exception from passive loss limitation for working
interests in o and gas ( 75 70 15
Total (after interactions) ...............coooooee..... 45 175 270 785 745 770 -
Natural resources and environment:
Expensing of exploration and development costs,
nonfuel minerals. 30 35 35 5 5 5
Excess of percentage over cost depletion, nonfuel
minerals 305 295 Kia 25 20 20
Exclusion of interest on State and Jocal IDBs for
pollution control and sewage and waste disposal
facilities 2150 ) 2215 2,305
Tax incentives for preservation of historic struc-
tures v 50 50 45 100 %0 90
Capital gains treatment of iron ore.......................... . *
Capital gains treatment of certain timber income...... . *
Expensing of multiperiod timber growing costs......... 160 180 205 110 130 155
Investment credit and seven-year amortization for
reforestation expenditures 40 40 40 170 170 175
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Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—
Continued
(1n milions of dolars)
Fiscal years
1988 1989 199 1988 1909 1990
Total (after interactions) .............cooccerreensssesenes 26801 2760 2880 400 405 40
Agriculture:
Expensing of certain capital outlays 65 60 60 460 445 435
Expensing of certain multiperiod production costs..... ¢ 3 60 5 50 120
Treatment of loans forgiven solvent farmers as if
insolvent 10 10 10
Capital gains treatment of certain income............... i .
Deferral of drought-related payments 25 -15 165 ¢ -110
Total (after interaCtions) .............ccrrerceeessmsssnas 65 120 05 40 625 425
Commerce and housing credit:
Exemption of credit UNION INCOME .........cuueuusesssseeneees 215 295 315
Excess bad debt reserves of financial institutions ...., 120 65 35
Special merger rules for financial institutions............ 1,225 2145 2320
Exclusion of interest on life insurance savings.......... 460 455 505| 6.800| 7.485| 8,235
Special aernative tax on small property and
casually inSUrance COMPANMIES ............ceceeesrsseessses 85 120 120
Yax exemption of certain insurance companies.......... 20 25 25
Small property and casually insurance company
deduction 20 45 40
Small life insurance company deduction..................... 80 85 85
Exemption of RIC expenses from miscellaneous
deduction floor 285 345 415
Deductibility of interest on consumer credit 6,530 | 3,280 1,740
Exclusion of interest on small issue industrial
development bonds 3435] 3475] 3335
Exclusion of interest on State and local mortgage
bonds for ownes-occupied housing 237151 2360 2,230
Exclusion of interest on State and local debt for
rental housing 1650 | 1630) 1,720
Deductibility of mortgage interest on owner-occu-
pied homes 33,675 32,180 | 35,110
Deductibility of property tax on owner-occupied .
homes 10,100 | 10,410 | 11,765
Deferral of income from post 1987 instaliment
sales . 100 170 185 160 500 550
Capital gains (other than agriculture, timber, iron
ore and coal)
Pre-1983 budget method * 265
Post-1982 budget method
Deferral of capital gains on home sales 3700| 3910 4,110
Exclusion of capital gains on home sales for
persons age 55 and over 38351 4,195| 4,250
Carryover basis of capital gains at death 16,030 | 17,310 | 18,695
Carryover basis of capital gains on gifts 10 15 85
investment credit, other than ESOP's, rehabilitation
of structures, energy property, and reforestation
expenditures 10,330 | 7,405! 4,740 1455 950 515
Accelerated depreciation on rental housing:
Pre-1983 budget method 260 320 400 180 220 260
Post-1982 budget method
Accelerated depreciation of buildings other than
rental housing:
Pre-1983 budget method 350 420 540 160 200 240
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Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—
Continued
(i millons of dolars)

Descriot

Corporations

1988

1989

Post-1982 budget method

Accelerated depreciation of machinery and equip-
ment:
Pre-1983 budget method

Post-1982 budget method

26,000

36,500

40,500

9,000

12,800

Safe harbor leasing rules

Amortization of start-up costs

Reduced rates on the first $100,000 of corporate
income:
Pre-1983 budget method

Post-1982 budget method

30

4,200

835

4,470

480
30

5218

915

215

Exception from the passive loss rules for $25,000
of rental losses

Treatment of Alaska Native Corporations...............
Permanent exceptions from imputed interest rules....
Total (after interactions) .............coooeeren.......
Transportation:
Deferral of tax on shipping companies ......................
Exclusion of interest on State and local govern-
ment bonds for mass commuting vehicles ............
Total (after interactions) ................ccooooro......
Community and regional development:
Five-year amortization for housing rehabilitation .......
Credit for low-income housing investments ...............
Investment credit for rehabilitation of structures
(other than historic)

Exclusion of interest on 1DBs for airports, docks
and sports and convention facilities......................
Total (after interactions) ............coooerom.........
Education, training, employment, and social serv-
ices: .
Exclusion of scholarship and fellowship income:
Pre-1983 budget method

400
48,050
115

165

15
3%

960
1,100

100
$1,260
120

20

L
59,170
125

20
145

15
20

10

1,040
1,345

1,480

1,370

1,535

175
95,195

140
95,600

160
101,490

30
225

15

25
540

55

25
830

4

Post-1982 budget method

320

625

685

875

120

Exclusivn of interest on State and local student
loan bunds

Exclusion of interest on State and local debt for
private nonprofit educational facilities...................
Exclusion of interest on savings bonds transferred
to educational intstitutions

320

315

330

390

405

Parental personal exemption for students age 19
or over

Deductibility of charitable contributions (educa-
tion)

Exclusion of employer provided educational assist-
ance

635

640

Total education (after interactions) .................
Exclusion of employer provided child care

955

955

1,010

Exclusion of empioyee meals and lodging (other
than military)

Exclusion of contributions to prepaid legal services

plans
Investment credit for ESOPs

2%

185

100

460
1,095
80
2,685
135
760

1§

435
1,060
160
2110
160

19

...............
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Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—

Continued
(W miions of doltars)
Fiscal yoars
—_ r— o
: 1988 1989 19% 1988 19 | 1%
Credit for child and dependent care expenses 4390 4515] 4740
Targeted jobs credit a5 285 250 45 3 30
Total training and employment (after interac-
tions) 505 470 350 5425| 5625 5890
Expensing of costs of removing certain architectur-
af barriers to the handicapped.............................. 15 15 15 5 5 5
Deductibility of charitable contributions, other than
education and health 790 795 845 9,935] 9,620 | 10,295
Exclusion of certain foster care payments 25 25 25
Exclusion of parsonage allowances 200 25 40
Total social services, (after interactions)......... 805 810 860 1 10,315 ] 10,0151 10,725
Grand total (after intesactions) ....................... 22651 2,235| 2,220 18,425 18,410 | 19,385
Health:
Exclusion of employer contributions for medical
insurance premiums and medical care 31,055 | 34,820 | 37,255
Exclusion of untaxed Medicare benefits 54151 5985 6,745
Deductibility of medical expenses 1,960 | 2155 2,325
Exclusion of interest on State and local debt for
private nonprofit health facilities......................... 2870 2,850 3,025
Deductibility of charitable contributions (health)...... 390 395 415 L1'5] 1,080 1,140
Tax credit for orphan drug research......................... * ¢ *
Special Blue Cross/Blue Shield deduction.................. 20 140 65
Total (after interactions) ...........coooosoerrenc... 3280 | 3,385| 3,505 39,545 | 44,040 | 47.465
Income security:
Exclusion of railroad retirement system benefits 385 310 390
Exclusion of workmen's compensation benefits 2910 2845| 3,070
Exclusion of public assistance benefits:
Pre-1983 budget method 380 340 345
Post-1982 budget method
Exclusion of special benefits for disabled coal
miners 115 110 110
Exclusion of military disability pensions 100 100 105
Net exclusion of pension contributions and earn-
ings: -
Employer plans 59,210 | 61,065 | 65,410
Individual Retirement Accounts 11,725 | 11,590 | 12,540
Keogh plans 2315] 16701 1,850
Exclusion of income earned by voluntary employee-
beneficiary associations ; 425 410 445
Exclusion of employer provided death benefits 25 25 25
Exciusion of other employee benefits:
Premiums on group term life insurance 23951 2550 2,730
Premiums on accident and disability insurance 160 165 170
Income of trusts to finance supplementary un-
employment benefits 30 30 30
Special ESOP rules (other than investment credit)..| 200 265 320 20 20 25
Additional deduction for the blind 15 15 15
Additional deduction for the elderly o 1533 L1551 1,140
Tax credit for the elderly and disabled.....................drcooroceeoocmneerssseafirmenens coo] 7%y 40 258
Deductibility of casualty losses 265 |- 265 280
Eamed income credit® 1075 | 1% | 2140
Total (after interactions) 81,645 1 829151 89,256
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Table G-2. OUTLAY EQUIVALENT ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—
Continued
(In miions of dollars)
fiscal yoars
Cencioh r— »
1988 1989 1990 1988 1589 19%0
Social Security:
Exclusion of social security benefits:
QOAS! benefits for retired workers 13,425 | 13,465 | 14,105
Disability insurance benefits.... 1,005] 1,085 1,125
Benefits for dependents and survivors 28401 28101 3010
Total (after interactions) ...... 12,360 | 17,420 | 18,240
Veterans benefits and services:
Exclusion of veterans disability compensation 1,506 1450 1495
Exclusion of veterans pensions 85 80 80
Exclusion of Gl bill benefits 70 60 50
Exclusing of interest on state and local debt for
velerans housing 355 350 380
Total (after interactions) 2015 1,940 2,005
General government: -
Exclusion of interest on public purpose State and
focal debt 23715| 2530 | 2425 12,035 12,910 | 13,540
Deductibility of nonbusiness State and local taxes
other than on owner-occupied homes 17,250 | 17,305 | 18,690
Tax credit for corporations receiving income from
doing business in United States possessions......... 2870 2795 3070
Total (after interactions) ................cccecreeessonnees 5245 | 5,325| 5495| 29,285 | 30,215 | 32,230
Interest:
Deferral of interest on savings bonds 885 905 995

:ffum'?u"wftmt:" ?‘mﬁeﬁsm reduction tax of $480 milion in 1988;
rom the excise tax for [{ na n excise n
$430 malion i 1989; and $420 million in 1990. feceos

2 The fy nmmmmwmumwmwumwuammaumumszsssm
1989, $3.850 milion; 1990, $3,700 maliion.
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Table G-3. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX

(M milions of dokars)
Fiscal years |
Dot r— —
1958 1989 19% 1988 | 1989 1990
National defense:
Exclusion of benefits and allowances to armed
forces personnel 1,890 | 1,900| 1975
International affairs:
Exclusion of income eamed abroad by United
States citizens 12201 13051 1,395
Exclusion of income of foreign sales corporations
(FSC) 460 425 455

{nventory property Sales source rules exception......... 2625 2915| 3,120
Certain nonfinancial institutions operations interest

allocation rules exception 40 60 65
Defesral of income from contfolled foreign corpora-
tions:
Pre-1983 budget method 110 100 105
Post-1982 budget method
General science, space, and technology:
Expeusmg of research and development expendi-
Pre-1983 budget method 830 1145} 1,235 3 45 50
Post-1982 budget method
Credit for increasing research activities..................... 885 955 1,030 15 15 15
Suspension of the allocation of research and ex-
perimentation expenditures....... 210
Energy:
Expensing of exploration and development costs:
0il and gas —840| —580 | —455 455 565 605
Other fuels 35 35 35
Excess of percentage over cost depletion:
0il and gas 80 65 70 310 280 280
Other fuels 125 125 135 10 10 10
Capital gains treatment of royalties on coal * *

Exclusion of interest on State and local industrial
development bonds for certain energy facilities...] 290 280 285
Alternative, conservation and new technology cred-

its:

Supply incentives 80 30 20

Conservation incentives - - -
Alternative fuel production credit.................cooevvenneee. 10 10 10 ¢ * .
Alcohol fuel Credit !............oeceevvemeuaeeereeeesmassenenns seeeed 5 5 5 s * *
Energy credit for intercity buses...............ooorveceee . -
Special rules for mining reclamation reserves............ 40 40 6] . 5 5 5
Exception from passive loss limitation for working -
~ interests in ol and gasproperties 55 55 60

Natural resources and environment:

Expensing of exploration and development costs,

nonfuel minerals. 30 35 35 5 5 5
Excess of percentage over cost depletion, nonfuel

minerals 215 220 235 15 15 15
Exclusion of interest on State and local 1DBs for

poliution control and sewage and waste disposal

facilities 1635] 1,55 1,620
Tax incentives for preservation of historic struc-

tures 59 50 45 102 % 9%

Capital gains treatment of iron ore
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Table G-3. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(i millions of doltars)

Descriol

Fiscal years

Corporations

1989

Capital gains treatment of certain timber income.....
Expensing of multiperiod timber growing costs........

Investment credit and seven-year amortization for

reforestation ependitures.....
Agriculture:

Expensing of certain capital outlays.........................
Expensing of certain multiperiod production costs....

Treatment of loans forgiven solvent farmers as if
insolvent

*

180
4

60
3

205
3

s

Capital gains treatment of certain income

110
165
460

10

130
165
445

10

155
170

435
120

10

Deferral of drought-related payments

Commerce and housing credit:

Exemption of credit union income ...............c..cceccceneed
Excess bad debt reserves of financial institutions .....
Special merger rules for financial institutions............
Exclusion of interest on life insurance savings..........

Special alternative tax on small property and

casualty insurance COMPANIEs...............occeererennsncns
Tax exemption of certain insurance companies..........

Small property and casualty insurance company
deduction

190

885
310

65
15

15

Small life insurance company deduction....................

Exemption of RIC expenses from miscellaneous
deduction floor

55

25
200

1,555
320

10
15

35
60

-15

215
4]
1,680
350

10
15

25
60

165

-110

5,100

5240

5,765

Deductibility of interest on consumer credit

Exclusion of interest on small issue industrial
development bonds.

2,705

Exclusion of interest on State and local mortgage

2,510

2,405

220
6,530

260
3,280

315
1,740

bonds for owner-occupied housing
Exclusion of interest on State and local debt for
rental housing

1,235

Deductibility of mortgage interest on owner-occu-
pied homes

1,135

1,180

1,765

1,640

1,570

Deductibility of property tax on owner-occupied
homes :

Deferral of income from post 1987 inslaliment
sales

100

Capital gains (other than agriculture, timber, iron
ore and coal)
Pre-1983 budget method

170

185

33,675
10,100
160

210

32,180
10,410

35,110
11,765
550

Post-1982 budget method

Deferral of capital gains on home sales
Exclusion of capital gains on home sales for
persons age 55 and over

Carryover basis of capital gains at death

Carryover basis of capital gains on gifts

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

1,950

Accelerated depreciation on rental housing:
Pre-1983 budget method

170

Post-1982 budget method

5,135
20

3815
210

3,700
2,940
11,540
10
1,200

130

3910
3,190
12,465
15
195

_ 160

4,110
3,230
13,460
85
430

190




147

G-52 THE BUDGET FOR FISCAL YEAR 1990

Table G-3. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(i millions of dollars)

Fescal years
Descrioti o - ndriduat
1988 1989 1990 1988 1989 19%

Accelerated depreciation of buildings other than
rental housing:
Pre-1983 budget method 230 2801 360 120 140 170
Post-1982 budget method
Aweleraleg depreciation of machinery and equip-
ment: :
Pre-1983 budget method 17,200 | 22,100 | 26,700 | 6,500 | 8,500 | 9,200
Post-1982 budget method
Safe harbor leasing rules 690 550 490
Amortization of start-up costs................cccrseeeserncnniens 20 20 20 165 150 160
Reduced rates on the first $100,000 of corporate
income:
Pre-1983 budget method 28151 2855 | 3410
Post-1982 budget method
Exception from the passive loss rules for $25,000
of sental losses 1145 1,060| 1,190
Treatment of Alaska Native Corporations................... 400 100 240
Permanent exceptions from imputed interest rules.... . * . 130 110 125
Transportation:
Deferral of tax on shipping companies....................... 115 120 125
Exclusion of inferest on State and local govern-
ment bonds for mass commuting vehicles............. 10 * ¢
Community and regional develog..ient:
Five-year amortization for housing rehabilitation ....... 15 15 15 30 2% 4]
Credit for low-income housing investments ............... 20 60 125 140 330 510
Investment credit for rehabilitation of structures
(other than historic) 90 15 70 15 55 45
Exclusion of interest on IDBs for airports, docks
and sports and convention facilities...................... 725 695 120
Education, training, employment, and social serv-
ices:

Exclusion of scholarship and fellowship income:
Pre-1983 budget method 510 625 655
Post-1982 budget method :

Exclusion of interest on State and local student
loan bonds 355 330 345

Exclusion of interest on State and local debt for :
private nonprofit educational facilities 250 225 235

Exclusion of interest on savings bonds transferred N
to educational institutions * 15

Parental personal exemption for students age 19
Or over - 415 3951 405

Deductibility of charitable contributions (educa-

i 470 470 500{ 1,095 1,060| 1,135

)
ﬁmon of employer provided educational assist-
ance 60| 130f.....
Exclusion of employer provided child care 105 120 155
Exclusion of employee meals and lodging (other
than miiitary) : 685 715 750
Exclusion of contributions to prepaid legal services " %

plans
Investment credit for ESOPs 230 145 85
Credit for child and dependent care expenses 3390 | 3495] 3,595
Targeted jobs credit 215 285 2501 . 45 35 30
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Table G-3. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES IN THE.INCOME TAX—Continued

(ia millions of doltars)
Fiscal years
1988 1989 1990 1988 | 1989 199
Expensing of costs of removing certain architectur-
al barriers to the handicapped...........c..coeoereerrenenes 15 15 15 5 5 5
Deductibility of charitable contributions, other than
education and health 580 585 620 | 9,935| 9,620 | 10,295
Exclusion of certain foster care payments 20 20 20
Exclusion of parsonage allowances 160 175 195
Health: -
Exclusion of employer contributions for medical
insurance premiums and medical care 24,690 | 27,650 | 29,585
Exclusion of untaxed Medicare benefits 5415| 5985 6,745
Deductibility of medical expenses 19601 2,155| 2325
Exclusion of interest on State and local debt for
private nonprofit health facilities. 2230 | 20251 2,190
Deductibility of charitable contributions (health) ...... 290 290 305 L115| 1,080 1,40
Tax credit for orphan drug research........................... . * *
Special Blue Cross/Blue Shield deduction.................. 15 100 45
income security:
Exclusion of railroad retirement-system benefits 385 370 390
Exclusion of workmen's compensation benefits 2910 2845 3,070
Exclusion of public assistance benefits:
Pre-1983 budget method 380 340 345
Post-1982 budget method
Exclusion of special benefits for disabled coal
miners 115 110 110
Exclusion of military disability pensions 100 100 105
Net exclusion of pension contributions and earn-
ings:
Employer plans 44,180 | 46,050 | 49,300
Individual Retirement Accounts 8820 8860 9,590
Keogh plans 1655) 1,290 1,430
Exclusion of income earned by voluntary employee-
beneficiary associations 360 350 380
Exclusion of employer [fovided death benefits 20 20 20
Exclusion of other employee benefits:
Premiums on group term lite insurance 1940 2065| 2210
Premiums on accident and disability insurance 120 125 130
Income of trusts to finance supplementary un-
employment benefits 30 30 30
Special ESOP rules (other than investment credit)..| 140 185 225 15 15 20
Additional deduction for the blind 15 15 15
Additional deduction for the elderly 1535( 1,155 1,140
Tax credit for the eiderly and disabled 200 220 240
Deductibility of casualty losses 265 265 280
Earned income credit 2 955 | 1395] 1815
Social Security:
Exclusion of social security benefits:
0AS! benefits for retired workers 13,425 | 13,465 | 14,105
Disability insurance benefits 1,095 1,085| 1,128
Benefits for dependents and survivors 28401 2870] 3,010
Veterans benefits and services:
Exclusion of veterans disability compensation 1,505 1,450 | 1,495
Exclusion of veterans pensions 85 80 80
Exclusion of Gl bill benefits 70 60 50
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Table G-3. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES IN THE INCOME TAX—Continued
(i millions of dollars)

Fiscal years
Description Corporations lodividuals
1988 1989 19%0 1988 1989 1990

Exclusing of interest on state and local debt for

velerans housing 250 230 235
General government:
Exclusion of interest on public purpose State and
local debt 1,890 1930| 1,850 8460| 8360] 82880
Deductibility of nonbusiness State and local taxes
other than on owner-occupied homes 17,250 | 17,305 | 18,690

Tax credit for corporations receiving income from
doing business in United States possessions......... 1810} 1845 2,030
Interest.
Deferral of interest on savings bonds 885 905 995

$2.5 million or less. Al estimates have been rounded o the nearest $5 million.

In addition, mw““mmmn‘;ml%mmwmmm“mnummmdwouum198&
; n

2 The fi in the lable indiccie the tax subsidies the earned income lax credit. The effect on is: 1988, $2,695 milkon;
S o o o
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OUTLAYS UNDER FINANCE COMMITTEE EXPENDITURE ACCOUNTS FOR FISCAL 1990-92
[CBO baseline projections—in millions of dollars)

FISCAL YEAR
1990 . 1991 1992 1990-92

Social Security (OASD)..........ooonnenn. 250,323 267,826 285,311 803,461
Medicare ..............cevenvermcreeeeeeeeercsssnns 113,980 130,055 146,753 390,788
Medicaid..................oeunvvemnemererreeesene. 38230 42,488 46,965 127,683
Maternal and Child Health...................... 603 627 652 1,882
Supplemental Security Income............. 12,374 14,338 15,354 42,066
AFDC and Child Support ......................... 11,792 12,209 12,482 36,483
AFDC work programs (WIN/JOBS)........ 371 600 635 1,612
Earned Income Tax Credit * ................... 3919 4,121 4,381 12,421
Foster Care/Adoption..............cooooo........ 1,354 1,400 1,541 4,295
Child Welfare Services/Training.............. 210 280 292 842
Social Services ............coovevverennnnn. 2,700 2,700 2,700 8,100
Unemployment Compensation ................. 17,861 17826 18914 54,601
Trade Adjustment...............cooeevrernnnnnn... 257 274 268 799
Job Service 2........eeveeeeereereren, 1,065 1,109 1,156 3,330
Puerto Rico Tax Rebates....................... 205 205 205 615
Puerto Rico Customs Rebates.................. 128 133 - 139 399
Public Debt Administration...................... 229 240 251 720
Interest on Public Debt........................ 263,501 284,496 299,475 847,472
Interest on Tax Refunds....................... 2,161 2,192 2,258 6,611
Pension Benefit Guaranty Corp. .............. (349) (351) (346)  (1,046)
U.S. Trade Representative...................... 16 17 18 51
Customs—general administration........... 1,207 1,169 1,212 3,581
Customs—air interdiction ...................... 160 162 169 491
Customs Refunds, Forfeitures................. 49 50 51 151
Customs User Fees...............ccooorrrrrnnnnene (892) (72) (2) (965)
TaX COUrt .......ooeeeeeeeeeeeeeeereeeessnnns 31 32 34 97
Internal Revenue Service ....................... 5,537 5,804 6,069 17,410
Totals: -

Social Security (0ASDI)................ 250,323 267,826 285,311 803,461

Other (except interest)................. 211,102 235416 259,891 706,409

1 Refundable portion.
2 Portion funded from unemployment tax.
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FINANCE COMMITTEE ALLOCATION OF BUDGET TOTALS—
FISCAL YEAR 1989 :

SeprEMBER 19 (legislative day, SePremBER 7), 1988.—Ordered to be printed

Mr. MATSUNAGA, from the Committee on Finance,
submitted the following

REPORT

[Pursuant to section 302(b) of the Congressional Budget Act of 1974)

Pursuant to sections 302(b) and 302(e) of the Congressional
Budget Act of 1974, as amended, the Committee on Finance reports
to the Senate the following allocation of the amounts which are
considered under a submission to the Senate by the chairman of
the Committe on the Budget on June 23, 1988 (Congressional
Record p. S8517) to have been allocated to the Committee for pur-
poses of section 302(a) of such act with an adjustment as provided
for in section 5 of House Concurrent Resolution 268. The allocation
in this report is consistent with action to date by the Committee on
Finance and by the Senate on matters within the jurisdiction of
_ the committee. The committee expects to file revised reports as
mg);cbecome necessary to accommoé)ate any future action.

tion 302(b) of the Congressional Budget Act requires that each
committee subdivide its 302(a) allocations among its subcommittees
or among programs over which it has jurisdiction and further sub-
divide the amounts between “controllable amounts” and “all other
amounts.” The committee elects for purposes of this report to uti-
lize the subcommittee method of allocation. The committee may or
may not utilize this same method for future reports. The commit-
tee notes that the Budget Act does not define the term “controlla-
ble,” but it is commonly understood to refer to the distinction be-
tween those items which are subject to discretionary appropria-
tions action and those items which are funded from permanent ap-
ropriations or which are of a mandatory nature even though
unded through annual appropriations acts. Under the conventions
_employed in allocating funds to the Committee on Finance pursu-
ant to section 302(a) of the Budget Act, all amounts so allocated are
within the category of “all other amounts.”
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Credd
aiay O
Subcommittee

International Trade . 361
Social Security and Family Policy - 349,306
Taxation and Debt Management 3429
Energy and Agricultural Taxation 0
International Debt 0
Health 149,794
Private Retirement Plans and Oversight of the Internal Revenue Service................ 0

Total * 742,890

? Detail may not add lo tolals because of rounding.
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