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EXECUTIVE SESSIONM ; -

FINANCE COMMITTEE BUDGET ALLOCATION REPORT REQUIRED
BY THE TCONGRESSIONAL BUDGET ACT

—_— - .

EXTENSION OF THREE PROVISIONS DUE TO EXPIRE JUME 30
RELATING TO FOOD STAMPS.FOR SSI RECIPIENTS, CHILD
SUPPORT, ANMD CHILD CARE STAFFING STUDY.

TAX AWND TRUST FUND ASPECTS OF S. 1538, THE
BLACK LUNG BILL.

-

OTHER COMMITTEE BUSIMESS

-~

Wadnssday, Jun=s 22, 1977.

United States Ssnatiz,
Committes on Financs,
Washington, D. C.
Thz Committze meit, pursuant L0 rzcess, at 10:09 a.n.,
in Room 2221, Dirksan Senate Office Building, the Honorabla

Russzll B. Long (Chairman of *ths Committa=z) presiding.

Prgsent: Sspators Long, Talmadge, Ribicoff, Byrd,

Hathaway, Moynihan, Curtis, Dols, Hanszn, and Packwood.

At e m—

Sznator Talmadgs (prasiding). The nex* it=m on thzs '
agenda is the Firance Committez budga: allocation rzport §

raquirsed by ths Congrassional Budgzt Ack, and attachmant 2
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Miks, you ars racognized at this point.

My . Stsrq( The Congressional Budget Act rzcuircs
the Financs Committez, as well as all other committsss -~

Senator Talmadge. Will you please.suspaad until ws
havs order in the chamber.

The guests ars advis=d that they #Arz gussts of ths
committae, t is difficult, at bss%t, to hesar in this, hugs
room, so I must ask vou to rzfrain from audibl=s convarsation
and o keep it as quist as possibls so that w2 may hesar

from our Staff Director. .

Pl=2asz continus, Mr., Stermn. 7

a

Mr. Stern. The Congressional Budgst Act reaquirss

gach committes, after a budgst resolution is passed, %o
: )

allocate the amount allowed that commit:tee among ths various

programs in the committes. Ordinarily at %his timsz, you

would only do it for ths upcoming Fiscal Y=zar. But ths

Budgat Commitites has also ravised tha figures for Fiscal

Yzar 1977, so we actuallv have two tablss befors you.

The Fiscal Ysar 1977 allocation figures I think presant
no policy issuss whatever. They ars simply allbwancss undsr
axisting law.

In Fiscal Yazar 1978, +there ars amounts allowzd for
new legislation. They arz basically relatad to a bill that

has now passad the Housz and is pending bafors +hs Finance

Committes. It deals with a numbar of provisions relating *o

ALDERSON REPORTING COMPANY, INC.
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public assistanca and social sarvicas. In addition, thse
@ g
committee agresd savaral months ago to go along with ths
. :
President's proposals for budgestary purposes to sava money
4 .
‘ . in Medicare and Social Security, with the racognition that
s 3 .
i « 1f it were not possible, then it is not possible. But,
- 6 , -
- at least, an allowance would bs mads for %thossa savings so
= 7 .
™ L v s ] - . . 3
. ~ that if the committee doss legislate in this arza, it might
c 8 by -
3 Il achieve those savings.
1
TN 9 d L s
a Basically our rscommendation is simply that wz follow
D - g .
-~ S the amounts that the Budgat Committes has assumed. 1In filing
2 E "
= I
H 3
- = a report, this committes has adopted the practice of saying
<
¥ °F 2 . . . s o s
- that it will stick within the totals, and if it spends mors
= E g
.. = in ons area, then it will find savings in anothsr ar=a.
N '
¥ @ i So, we would simply recommsnd going along with *he
e’ £ 15 : : - .
9 { Budget Committze assumptions and filing ths report, both
I ] . -
e x 15 | . .
. 5 for Fiscal 77 and for Fiscal 78. t
a7 ] : ,
o Senator’ Talmadge. Any quastions? )
£ 13
= {(No response.)
z 19
&~ Senator Talmadgs. Any objections?
[~
g 20
- (Ne ressponse,)
M e ‘ZI ' o LS ) : 1 : -
;Q’\" : Sznator Talmadgs., Without objkciion, that is approvsd.
<y Y ,/‘; :
= 22 i . .
. 7N : Mr. Stern. The next item, Item Humber 3 on ths aganda,
23, . . : : .
1 is wrslatsd to thrse provisions in the social szrvics ~ public
24 ! '
’ | assistance area which have a June 30 dsadline.
25 .
i The first of thess rslates to Food Stamp =2ligibility
: -
o
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for recipisnts of Supplemantal'Sacurity Incomg. Thess ars
paymants for ths nsedy aged, blind, and disablsd persons.

If no action is taken,on July firs:t Food Stamp
éligibility for SSI racipisnts will be based on an individual
assessment of a very complex sst of factors which is genarally
thought to be unworkabla. ’

The provision cont ng Food Stamp sligibility on tha
praesant basis has been zxtanded from tima to time in the past,
and uhe house bill would extend it through tha =nd of
Fiscal ¥Ysar 1978.

We would r=commend taking that provision plus two other
provisions which I will describe in a minuta, out of this
major public assistance bill that thes House has passad and
enact thoss now so that you have the month of July ‘o work
on the balance of this much mors complicated bill,

The szcond provision relates to child support. Thsrs is
a provision ﬁér Fzderal matching funds in the cass of providir
child support collaction and paternityﬁastablishm:nt ssrvicss
for peopls who ars not on ths AFDC. That would sxpirs

»

Jun= 30,

We would rscommand that you sxiend that through ths

e m e e e

and of;the nsxt Fiscal Yszar also. The sheet befors you i
says October 1, 1979; w2 ars recommending October 1, 1978,
The third item ralatss to an HEW study of Day Cars f

Standards. This study was to hava besn complaztzd with a '

ALDERSON REPORTING COMPANY. INC.
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I belisvs Senator Dole is going to

LN

‘ NI I I
f} f- ﬂ ;} g} R O ?-3 .

O

Ed
-

rzport and rzcommendations submititzd to thz Congrsss

by
Juns 30,

the

HEW says it is not going to bs ablsz

-

than, and +thz Houss bill sxtsnds ths

to complata

study by deadline until

April 1, 197s.

We would rzcommend +taking +thosa thrae provisions
g P

of the public assistance bill and inst=ad putiing them

minor tariff bill. The would racommand is *hs

%

one which allows tha entry of carillons dutv free for
Smith College.

Senator Talmadge. Why ars you rzscommending that, Iiike?

Mr. St=rn. W=ll, thsre arz +thr=2s noncontrovarsial

tariff bills and +that s=em=d to bz thea most innocuous of

+he three,

I woudd belisve that thes House would accspt

these *hrsa provisions. '

Senator Talmadge. Are you talking about that

provision now?

Mr. Stern. ©No, sir. I have not yet brought that up.

bring that up nsx:.
g

Senator Talmadge. Arz therz any quastions antlamsn?
g ¥y g ¢ g

)
Senator Moynihan.

v

Ssnator toynihan., Mr. Chairman, I would liks to say

that Mr.. Stern discussed this with me and the Subcommittzs -
on Public Assistance will be holding hsarings on H.R. 7200,
which, as Mr. Stern says, is a major piszc= of legislation.
Thiis committzz will want to look vary clossly at it.
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In ths meantims, the thrse2 provisioss hz propossd ithat
we deal with today take the pressure of time off thes committse
in dealing with the large substantive issues.

Ssnator Talmadgs. Are you urging the committesz to follow
Mr. Stern's rscommendation?

Mr. Moynihan. I vary much am, sir. I wantz=d to say
that the subcommittee will ba holding hearings.

Ssnator Talmadge. Are there any quastions?

(No reéponse.) . g .

Senator Talmadge. Ars therz any objactions to following

the rzcommandation of Mr. Stern and advocatzd by the Chairman

L]
. F ]
of the Subcommittacs?

(No response.)
Senq;or Talmadge. Without obj2ction, it is so ordarzd
n
Now I belisve a amendment is in order at *his tims
on the problem that soms states ars having with Msdicaid,
is it not? .

Mr. Stern. Yass, sir.

Sznator Talmadge. Did you want to put it orn tha*

same bill? Mr. Constantine?

i
i

hl

Mr. Constantins. I balieve %that Ssnator Dole is going

to sp=ak to that.

—————.

Senator Talmadge. Oh, yss. S=snator Dole is rs=cognizad

R

,Senator Dols. Thank you, Mr. Chairman.
I think I will just briztliy rzfer o a statement.

T

ALCERSON REPORTING COMPANY. INC.
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On Jina 8, HEW announced that it rsduced July M=dicaid
payments for 20 states, and I might add, as Ssnator Moynihan
has pointed out, New York was ons of the-primary statss,
as was Ohio and others. They are going %o redu.co Medicaid
payments to 20 states by a total of $142 million becaus=2 of
noncompliance with statutory requirements for independent
madical review ef Medicaid patients in skill nursing and
intermediate cars facilitiss.

tates'such as my own will sxperiencs a substantial
rzduction, although Kansas has a fairly high compliance,
though there are still abou: 13 which I.think ars not in
campliance.

Thers is no nz2ed -- and I do not suggest tha* thsars

fode
(2]

not a nead for patient rsviews ~-- but I am concernsd about
the severity of the rsductions in tzrms of stats budgstary
difficulties balanced against éhe nead to assurs that fedsral
ands ars expsandad only for patisnts ;eceiving Droper cars
.in the appropriate setting.

The statuta raquirass that raductions taks placse unl=ass
the states can desmonstrata that thsy have all completed tha
raquirad rzvisw of all patisnts in all facilitiss. Bu:
unfortuna?ely, avan +though evan though we have that sitatuts,
thz prssant law does not differsntiate bestwssn significant .
and minor noncompliance.

For instance, in my own stats of Xansas, 13 out of 385
aur
]

A
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wers not reviswed on time; in New Jerssy 2 out of 431; and
irn Colorado, 11 out of 181. )

I am just concerrned that bassd on wha* additional
information we have, we ought to give some time here +to do a
major revision, and that is in the works. Thare have bsen
hearings on the Housa side.

The‘purpose of my amendment is simply to prevant .

any reduction of federal matching to states in tha quarter

baginning Juiy 1. That will giye us 90 days in which to

tak2 appropriate action.

Senator Talmadgs. I concur fully with what you havs

~r

suggastad.

-

I have gone into this matter with the staff. Thers ar

fat
-

20 fgtates in noncompliances that will be panalizad. Fortunately

problams down there has -been trying to contain Medicaid.
As you know, last year this committsz and tha Senats

-~

2orgia is not on2 of them. One of Govarnor Busbse's biggsst

unanimously passed soms reforms in this .rsa. Unfortunately
the House did not haves time to act.
- et s o ]
Now the Houss has divided j?rlsdlctlon ovexr that.- Ths
-'
Commerce Committee has jurisdiction over Medicaid and “hs

Chairman of the Subcommittee is Congrsssman Rogzars.

|

and that is chaired by Congrassman Rostenkowski of Illinois.

They have bezen holding joint hesarings on ths bill that

|

|

|

1
Ways and Means Committze has jurisdiction ovsr Mzdicars, |
ALDERSON REPORTING COMFANY, INC.
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I offarasd which ths Sznate passsd last yzar. I think that
bill will be back to us within the next 60 days. 5o, ths
amendment which you have offered will, I think, presearve
the states' integrity until that'time. Than we can look inio
the mattsr 6f raform more fully. I would suggsst that ws
mp it

follow tha% course of actien.

Arzs thsrs any gquestions?

Senator Curtis. Mr. Chairman?

Senator Talmadge. Senator Curtis.

Sznator Curtis. I hope that we can accept Senator

Dola's suggsstion and that also befors long wa can corract

ey

-

tha situation.

14
Senator Talmadge. I think w2z can in the bill that is

coming over from the Housa. They have held joint hearings and
things ars moving very rapidly. f"I‘hart is the bi%l, incidsntall
+hat +this committes= originated;

Senator Curtis. In my statzment theres ware 2935 mursing

homes, and there weres 5 which did not get thair inspsctions
“

-

comletad. There were sxtafmating circumstancss in sach

one. The monay for all of them was held up. .

Now they said they hsld it up bacause of an opinion

of ths Genaral Counsel. I think this committze ought to know

Nb)
what thz law is so that ws can change if it we nsed %o,

bl

I would likz *o ask the Gens=ral Counsel to provids us

with - a copy of his opinion that compels them fo withhold all !

ALDERSON REPORTINGACOMPANY. INC.

R R R R R RRERREERRREREEZm=: . S




® :
3
4
w)
b= 5
o~
[}
18 ¢
-
~ .
S 7
N
o 8
<
™~
— g 9
o3 .
=}
o = 10
=
™~ )
= 1
o) @
b S
-3 = 12
s ]
=
’ =2 13
-
. = i
= X3
-~ =
2 =
e 13
L o
—
s
o = 18
o ) =
@l 17
-
H
13
s
= 13
o~
<
s 20
21
Z‘%\\:}}:’
=
g =/ I
it <€
®
23
2

"
tn

objection, I will offer the amendment, which simply is a

Do a0t n

of the monsy whan thare arz only a few which arz no:t in

-

fa
i
—
(o]

compliancs.

Senator Talmadge. Tha staff is dirscted +o have th=
General Counsel submit that information.

I am informsd that half of thess 20 statss merzly ars
in a technical noncompliancs, rather than a real one.

Mr. Constantine, That was the Controller Gsneral's
opinion, Senator, from the GAO in the last year, *ha* is,
that 1t was ﬁandatory. In ouf raviaw of it, it appsars +o b=

mandatory.

-
-

Ths problam is that the Housz is going to corrzc: that
and I belizve we will want +*o correct it too when i+ comss
ovar hers, .

Ssnator GQurtis. I think it will be helpful if we have
the counsel's opinion.

Mr, Constantine. Y=ss, sir.

’

Senator Dole. Mr, Chairman, than if thers is no

90 day extsnsion.

[ p——

I would like to makes a part of the rzcord to clarify
what has besen stated a list of ths statss which will show

~hat some ar

[\

vary minor and tha* some havs only onz or

. s

two which ars not in compliancs, but that thav ars still A
»

pznalizad to ths full sxtent.

Th= Chairman. (presiding). Witout objection, it is agrs=d.

ALDERSON REPORTING COMPANY. INC.
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list of states provided by Ssnator Dols
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lir, Chabot. Y=2s, Mr. Chairman.

Let me give a little bit of +hs setting. I am surs
that just about all of ths members ars aware that a numbsr
of yszars ago the black lung program was enacted. That par:
which was originally snacted is now called Par: B of ths=
program. That is a permanent program which is financad
entirely from fsderal ravenuss. That is ths expensivs part
of "the black'lung program about which you ar=s generally
aware.

Lzgislation was enact=d a few years ago crsating what
we call Part C of the black lung program, and it is Par= c
that ws ares mainly concerned wit% in fhe bill that is befors
the commitiee now.

Undar the present structurs of Part C, for all claims
that were filad af+er June 30,.1973 and approvsd for paymant

aftir December 31, 1973, the basic apprbach is suppossd *o b=

that if theres is a state workars compensation law that qualifil

under various standards set up in the act that is approvad

by the Secrstary of Labor, then tha black lung paynants ara

supposed to be handlad under that sams law,

So far, not a single state has a law that qualificzs
)
under thoses standards. So, as a practical matitsr, *the

s
ol

=
==
4

H

2

. N -
program is being run undsr what+ was contemplatad as only %hs

backup part of the program when *his was first znactzd.

ALDERSCN REPORTING COMPANY. INC.
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Under that structure, if the Sscresfary of Labor dstermin

that a particular coal mines operator is the rszsponsibls
operator in a given black lung casez -- and as I undarstand
'it, generally that means that tﬂét is tha operator for whom
that miner last worKsd in the minas, last workad for at l=zast
ons yesar: in .the mines -- 1in that situation, that opzrator

is rasponsibla for the payments of the black lung bsnafits.

If a responsible operator cannot be found, then th=a

i '
N ¥

£

Labor Departﬁent~is supposad +0 pay those benefits out of ths
general fund to the Trzasury.

At tha prasent time, substantially all of thzs benafits
undar Part C ars , in fact, bsing paid out of thsz gzneral
fund of the Tresasury. 5

Now, the bill that is besfors us, as reported out
from the Senate Human Resources Committes, would expand thes
bsnefits of tha pngram by making it more sasy to qualify for
banefits. It would also provide that sither directly or
indirectly, the entirs costs of the program would bs borns
by the coal industry. t would;continue the concept of .
rssponsibls opsrator, and of course where thars is one, tha*
oparator pays the benefits., Bu% th= othar costs that ar=

. .
now being borne by the general® fund of the Tresasury would
instzad bz borne by a *trust fund which is supposad to bz

fundad entirsly from a tax on coal that would bz imposzd bv

the bill. v a.
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program permanant.

Dzpartm=nt

i-15

800090509 7

By the way, ths present Part C program is also schsdulzd

to expirs at the =nd of 1981, and anothsr provision in ths

Resourcas Commiit+tes's bill would maks ths Part C

] . .,
that is bzafore ths committ=ss

Sznate Human
Thea thing

is the tax provisions and the trust fund provisions.

Ona of the difficultiss i th2 ¢ommities’s baing able

+o arrive at a decision, I am afraid, is ths fact that ws

have varying sstimatas on thz2 costs of those parts of the

bill that incrsasa ths availability of benafits.

Ths Human Resources Committes, when it raported ths bill
estimated the costs over the nex: five years as a total of

about thrse quarters of a billion dollars. When tha

Dzpartment of Labor testified befors Senator Byrd's subcommitd

the Departiment of Labor sstimated the costs at almost doublse
that, or just shy of $1.5 billion over the next five y=zars.

Ssnator Byrd. Mr. Chairﬁan, 1f I might intesrrupt at
this point, I have a letter which I recéived today from ths
of Labor which deals with thz gusstion of costs.
I think it might be advisable to maks that a part of ths
rzcord.: -

The Chairman. That will be done,
(The letier referrsd %o follows:)

COMMITTEE INSERT

ALDERSON REPORTING COMPANY. INC.

i
!
j

11}
m




(202) 554-2345

20024

J 00
REPORTERS BUTLDTNG, WASHIMCTON, D.C.

:z ana 7TH STREET, S.W

wﬁ%

\:i
Lol
™)

‘.'::-4
V

A

./

118 )

20

S
—

(8]
8

[
[ ]

)
Iy

2
tn

1-106
DNH 099930013 ,

¥

Mr. Chabot, st me say that after the staff meeting

i

which S=nator Byrd had referred to, +here ssemzd to bz a

gensral agrssment fixing costs at an amount of about $1 1/3

billion over thes next five ysars.- '

, The Chairman. That would bz about $250 million a y=ar,
3 v
is that it? ¥
Mr. Chabot. Tt would be just a little ovar that, yss.*'’

>
~

Now that would not be the basic level of costs.
Over the first three yesars there would be a bulge, b=acause

under tha approach of the bill, thes trust fund would assume

the obligation, would have to reﬁay the gensral fund of ths

Preasury basically for the Department of Labor's expenditures

since 1974. That would éreate a bulgs that would be sprsad

-

ou: over the first three years, so that the currsnt estimate

- L]

are that the normal rang2 of expenditurss would ba somewvhat

-

under $200 million a year, once this bulge had bsen taksn

~i'

care of. But over the five year period, it would averags
out, as the Chairman had indicated, to something over

$250,000 a y=ar.

=

Thz trust fund obligations, bacauss part of thzss

costs would bz borns by thz rzsponsibls operators, would !
under thgse astimates come to just about $250 million a y=ar.,
-

. i
i
I+ would bs $1.2 billion ovar the five ysar pzsriod. :
i

Tha bill in the form reported by the Human Rasourcss

Committzz would have imposzd a tax, a thrse-tiersd tax, on |

-~

ALDENSON REPORTING COMPANY. INC.
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coal, dezpsnding on its BTU valus. I will go into a bit morz
detail on this latar., Now I will give you %ths overviaw,

Our sstimats »f" the revsnue that would ba raisad by
that ovar ihe first five years is a little awer $900 billion,,
or just shy of $200 million a year. So, that tax would not
raised snough over the first five years of thevprogram -

s . R o
Senator Curtis. Which tax did you say?

¥

Mr. Chabot. The tax d&n the Human Resourcss bill, xhe

. -

tax on coal basad on estimatsd BTU value. Thie would not
I8 N
raisad enough ovar the first fivs vears of the program to
pay for ths expected expenditurss from the trust fund. Be=causg
of ths fact that the tax would be at a rate which is morz than
the basic normal expenditures of the program, I would gusss
that somewhersfout around 8§ or 9 ysars the tax would probably
have gotten to the point whare it coverzd the total costs,
if our estimates of cost are corract.

Wz hava had some technical difficultias with ths
prscise structurs of *hat tax, and.w2 have soms alisrnatives
-

to suggsst *o vou. Lst me brizfly indicate that one altsrnative

would be an ad valorem tax, that is, a tax basz=d upon ths

-

i

manufacturars sale price of the coal. Wz have a2stimatzd that a

1 percant tax on the salza prics would raise almost sxactly

- |
thz samz anount of money as would the *+ax that is undsr .thzs |
¢ i
Human Rsasourcs Committes's proposal. :

+

anator Packwood. Vhat is this Zax vou arz proposing?

|
|
|
|
|
ALDERSON REPORTING COMPANY, INC. : ‘
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Mr, Chabot. It is 1 percant of ths manufactursrs

»

sale price for ths coal.

-

Sznator Packwood. The reason I asf is this. A2s
undarstand it, black lung is causzd more by deszp coal mining
than surface coal mining.

Mr. Chabot. Yes, sir. At least that i1s thsz gznsral
understanding which we hava.

‘ .
Sanator Packwood. VYas, that is the g=neral imprzssion.

Wz have in Wyoming basically surface cocal. 2nv kind of a tax

that is levied th

1]

same on surface coal, bassd on a tonnags
basis or otharwiss, as lsvied on de=sp mined coal is dispro-
portionately unfair to surface coal.

Mr. Chabot. If you.are'focuséng on th; cause of the
problam with which we ars trying to deal, as éenator Packwood
has indicated, therz is a gensral feeling that thz daep
mining, especially-th2 dzep mining of ths hardsr gradzs of
coal, seems to bz mors apht to cduse black lung diseass than
would surfacs typz mining.

Ssnator Packwood. In +this bill, S. 1538, it basz
its tax on ths BTU content.

. Mr. Chabot. That's right, withou* ragard to wnsthér
it is dsep minad or surfacs minzd.
¥

Sznator Packwood. But by and large, isn't thsz high

BTU conis®t dssp minsd cgal?

Mr. Chabox. Ths anthracitz, which is hardss:z, is all

ALDERSON REPORTING COMFANY, INZ.
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or just about all desp mined. Ths lignits, which is th=
lowzst, is all surfacz coal.

In the bituminous arsa, it variss. You can get
bituminous of various grade.from desp mining an& from surfacs
mining. i

|

Senator Packwood, .All I want to bz sure of, Mr. Chairmahn, 3
is that if indsed the thsory “of ths tax is to placz thsa
cost on those who cause the probleam, it is not fair to
wreat surfacs and dasp coal the same way. If it is just a ‘
que§tion of how to raisz ths monsy and spread it across thz ‘
industry, that is another matter. I belisve we ought to
resolve that latter question first.

Sznator Curtis. Does black lung dissasz occur in any
mining operations other than coal?

Mr. Chabot. I am not awars of its occurring any
place other than with céal nmining. Thare apparently oftzn

*is a question as “o whether a person who has had a varisty )
_ .

of experiencss in fact has had black lung dissass or soms

other types of respiratory illnass. My understanding is that

in those casss where it is determinsd +o really bz black

lung disease, which they call pneumoconiosis, thay concluded

in, I believa, all cases that that com=s from axposurs to

coal in coal minss.

: , . T
Sznator Curtis. The question I have in mind is whethsr

i

or not ths mining for some othsr substancs can producs thsz

-di

*
.
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same dissass.
2 .
. : Mr. Chabot. My understanding is +that othar disesasss
3
may bes producad, but not black lung dis=zase.
4
. ' Senator Dola. Would you yield ther=?
s ™ ’
& Senator Curtis. Yss,
L-:) 6 -
w3 0] L > k)
_ _Senator Dole. Does this have anything to do with
< .
< 7 .
~ brown lung disease?
S 3
F o< { Senator Hathaway. Isn':t that what textils workers
]
o BT ' . .
o get? I don't think it covers that.
o2 10l : 3
5 ! Sznator Dols. Have there bzsn any suggestions in Y,ha‘;
Loy =~ : -
(&} J
= i - ]
2 area? Have any studies been don= on that? -
<
i = 1 . . s
C o ¥Mr. Chabot. ©No, sir, we have not.
i =
=TT : ..
. = Senator Dola. I know that thers hava besn soms articles
L ot
g 1 , } |
el 7 written about that.
0 £ 5 .
3 ; Senator Hansen, Mr. Chairman?
~ b y ! ) _
- Q¢ .
- i The Chairman. Yes, Ssnator Hansen. ;
@ 97 ' . . ‘
- | Senator Hanssn. I appraciate what Senator Packwood
£ g - . . N .
; b says. I would have to agrse with him. I +hi 53 that most
w1 .
|
‘ = 1ig _ . =" . -
} = Objectives viewars would regard the exposure in an undsrground
| S 10 . . . . L.
% " mine Lo 1mpos2 a more severs strain upon a psrson's physical |
f 21 s et s i e X . . ‘
i ST = - . It B0 4 = il — i= r :
| L_‘i:-’gf | wall being than a strip mining opsration Out of fairrness ;
L2770 40 _ f
l YR °7 i it should be notad that I don't belisve thars is any rscord
@ | |
23 C . . !
i at all of any incidance of black lung from strip mining, :
o
1 as such, and if theres is, I am unawars of it. We do havs
®
" 1 black lung in Wyoming becausz wz hava had ovar *~hs past vsars
:0

-1 ’
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a numbar of undsrground mines, 'as thz Ssnators know.
When we talk abou: BTU, it is trus that the undsrground
minad coals generally ars a littls higher in BTU than is

the surface minad coal., So, avarything =lsz bsing =qual,

et

if exposurs just to a mining oparation wars ths same -- and
I agr2e with Senator Packwood that it is not --then it could
be argued that tha highesr the BTU, soms compsnsation would bs
rade for thes addsd exposurs that might be involvsd. If

you wsre strip-mining coal with high BTU, you would havs a

little mor

(]

exposurs, givan thes same period of timz, as you

would again in a low BTU cass.

Therz is one othar factor, though. UHMos* of ths coal +hat
is usad nowadays is treaxad, pulvsrizsd, and broksn up, so
that thers may bz further sxposurs in tha* rzgard, I am

) .

just trying to be fair and to point ou:t tha* thsrs arz soms

argunants which might b= contandad for puttin

[Ce]
l..l
¢t
(o]
:.j
o
9]
=3
[os]

basis. , So I comz down on thz samsz sids that Ssnator Packwood
dozs.

I might ask, If I could, Mr. Chabot, for you to commant

v

at the same time on mny amsndment, which is S. 1656.
Mr., Chabot. Y=s, Sznator, I was going %o g=t o that.
I wantad first to skim through, if you havs :tha pamphlst

irs:.

Hh

in front:of ycu, a fzw things

"~ A

Y= indicated on page 3, Itam II, +ths Issuss. I was :

going *“o skim through *hz Issuss so that wz could gzt an

‘i‘ ALDERSON REPCRTING coMPany. INC.
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ov¥rviszw of what was befors the committaz befors thz
commitize starisd its dzcision-making. I just wantad to mzntilon
’ o

one morz thing befores getting to Senator Hanssn's proposal.

This was that we have a +rus: fund befors us. Ths
Trzasury Dsparimsnt has raissd soma technical qusstions as
to the trust fund, Thz most significant policy question is
whether the trust fund should ba permitted to sei up an
insurance program for coal Oparators' obligations under *h=
paymsnt systém.

There ars several other mors tachnical points tha*
the Trzasury Dzpartmant has raised on thes trust fund.

The fifth of the issues *hat aré list=d thers Jzals
~with Senater Hanszn's proposal, which is =mbodisd in S. 1656,

¥y e
The proposal would crsate another category of aXempt organization
-~

i

The exazmpt organization would bs a trust that ths coal mine
. b

oparator could saet up to make contributions which would bz i
1

usad to fund £that operator's obligations undar ths responsibls

operator porgion of this system that I describsd bafors.
Y

There was testimony bafors Senator Byrd's subcommittzs

about the difficultiss that a number of oparators havs in

sscurity insurancg for *heir obligations. In sons casss, no

companies will writs insurancs for some of ths operators,

In othsr casess, insurancs will ba writtsn, but premiums,

espscially in the cass of companiss which oparate dasp minzs,

iy

can bs remarkably high.

ALDERSON REFORTING COMPANY. [NC.
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- for practical purposss is down ths drain. That ought %o

Tan00n097%093 25 1-23

Thars was testimony of at least oné instance wherz tha
pramiums would amount to 28 psrcent of currsnt payroll.

Undsr another part of the existing law, which would b=
modified in some small respacts by the bill, the Labor 3
Department has tha obligation to require evary operator %o
zither t;ke out insurances or esta?lish that it is a raéponsibl
salf-insurer of whatever its obligations migh%t bz under ths
prbgram. There is no part of ths bill which desals with
the difficulties that peopls have in satisfying one or anothen
of thesz raquirsments, and Senator Hanszn's proposal is addrss
precisaly to those difficultiss.

So, it is clearly an appropriats par: of tha
considsration that is bafore you.

fenator Hansen. If you would yiesld at that point: I
would like to maks a couple of obsesrvations to more pracis=ly
, . '
define what the problems ars. > ¢

A coal opsrator, as it has bsen pointed out, sither can
set up a program that will provide ths assurance of banefitg

4
at a later date, or hs can buy insurance, Ths ifroublss

insurance prszmiums can rise astronomicallv,” and an ocpsrator

may have bzen paying insurance for 20 ysars and suddsnly

get a noticz from the insurance company tha*t it will no longer

insure anybody. -So, all of the monsy which he has put in

o

i
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avoidsd.

Y

I think the advantags of my amendment is +his. I havs
letter from the Trzasury Dapartmsnt which I would like
to have permission to include in the racord.

The Chairman. (Nods affirmatively.)

Senator Hansen. They are opposzd to the amendmznt,
f22ling that it raises soms issues, which I belisve Mr.
[Lubig] would liks to sp=zak about later.

(Ths létter from Trzasury rafarrsd to follows:)

COMMITTEE INSERT

w

-y

ALDERSON REPORTING COMPANY, INC.
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Senator Hanssn. Essantially, what my bill doss is Lo

providzs a m2thod of firarcing claims against opsrators.

As I pointad out, an operator could carry private_insuran 2,
but if he wantad to sslf-insure himseslf, then this bill would
provide him with the option of =stablishing an irrsvocable
nontaxable trust fund. The money tha* would go into this
trusé fund would not be taxable. Thes contributions to the

)
X

trust fund would be dsductible, just as insurance premiums
Thers is no danger of using the fund -as a tax sheléér.
The only us2 to which the income from this private fund could
. 4
bz put would bs for the payment of black lung claims.
I think it has a lot of advantagas. Y
Now, I undarstand that yesierday ths joint commitiss
raisad qusstions on the émployer +rust fund, and th2 potsntial
revanuz loss from ths deduction of contributions was brought !
into vizw. I would respond to tha:t concern by saying that

I would bs perfsctly willing to have,som= limitation on ths |

annual contributions that could 5= mads, such as psrcentage

Py

£ =1

oL Tl

o

valus of ths2 coal mined.

Ths szcond point rais=d by the joini committss was

+hat thzre was a doub:t as to whethar the fund would bz

i
subjact to ERISA limitations. I would raspond to that concsrz
. .
by saying that it would suit me £ins to spscifically provids
.
v

. X ..
+hat +ths fund would bs subjsct to ERISA fiduciary limilations.
-

- ALDERSON REPORT];&G COMPANY. INC.
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I simply want to afford the industry, Mr. Chairman, an
opportunity to do ths things that it is raquirsd to do by law

and to ssz that the funds that they put into ths program,

if they want to s2t up an smploysr trust fund, would bs

possiblz for +thzm to do. - Whateveru}s rzasonable, I am willing
to do.
The Chairman. How much limita*ion do you wani to suggssti?

You said that you would be willing “to have a limitation on
+

amount that they could put into <he fund. -

et
[y
fi

Mr., Chabot. Sznator, let me say at this point that
w2 have so little of an undesrstanding as to prscisely who would

usa the trust fund approach that ws are not przparsd to say

o

3

that thesre would be substantial revenus lossss undsr i
It is conceivabls that if ths trust fund approach wsre ussd?
for exampls, ponly by psople who would othsrwisz ba payving
pramiums to insurance compénies; th2rz might b2 no revsauz
loss at all. - They would be simplv gstiting dzductions for

getting dsductions for contributions to the insurancs company.

So, w= are not praparad to say that this proposal would involva
any ;ignificant avsnue loss, or aven at this poin%t, any
revenue loss at all. Wes just don't know snough abou: how it ¢
would be used. o
Sb, for that rzason, if the committss wars <o wish o ,

¢ :

go along that lins, it would bs difficult to sstablish ans

ALDERSCN REFPORTING COMPANY. INC.
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limit in terms of tonnage. I would that it would ke

think

appfopriate at this stage, with our lack of knowlsdgs, *to go

in tarms of ths actuarial rsquirements in accordancs with
< _
[}

set down by the Treasury Departmsnt. =

Senator Hansen. I did not mean to imply that thzre

should b2 a limitation on the tonnage. I simply mzant

a percantags of thes valus of the coal mined. I think tha*

what could be put in ought to be in diract proportion to -
the amount of coal mined.

Mr. Chabot. ‘The difficuliy 2ven

that a company that may be mining reslativ®ly lit:ils coal now,
-

thare, Senator, is

but still be in th= coal mining businsss, may turn ou:t t
have very substantial liabiliti=s becauss of miners who hava
already left the mines. So, if you have your contrjbutions

limited to what the company is currentlv earning from coal,

that might *urn out in some casas to b2 *ooMow .a limix,
Senator Hanssn,

to go both ways. You may be succassful in doing %that, but

I don't know.

Mr. Chabot. That is why I am suggssting an actuarial

approach, whigh would bz bassd on Trzasury Dspariment

——- b

-

r=gulations.

Senator Hanssn. But how quickly could

Mr. Chabot. ?hat I would not know.

Sznator Hanszsn., Could vou gusss? Are

ALDERSON REPORTING COMPANY. INC.

It seems to me as though you. ars trying
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"than in y=zars, but I had better not talk

~7

anon03d0a30 s

months or ysars, or what?

-

M‘k Chabot. I would cartainly hops that thz Trsasury

Dzpartmsnt would b=z ablsz to preducse this in months, rathsar

§-+

n

h

or ths Treasury

=partmant on this.

The Chaiiman, Look, why don't we just say, as th=a

L4

Sznator suggsstsd to bagin with, that the Sacretary may,

by rzgulation, rsquirs or limit +the amoun®t tha* could b=
. «
put into the fund? Ordinarily, I would no* liks +o leava th=

razgulations to the S=acratary, but that would answsr %hs

-iils

problsm for the time baing, and latar on, whan we g=f mors

information, we can_change it to makz it do that.
Sznator Hansen., Well, t?at would suit ms= £fine, if w=

could include languags which wéuld limit thes liabilizy of

the miner in proportion %o what hz had bzen ablz to do.

I mean, if he wants to do mores and Trsasury says hes can'®

do mors, than I don'é think Tr=asury or anyons else'ought =

X v . i . 1
com2 back later and say that you dida't put e’augh in so v

that you havs a biggsr obligation.

Now are you willing to agres to that kind of proposition?

Mr, Chabot. ¥Yzs. I would assums =ha* this would not

o
i

s

in terms of minimum funding standgyds. I would assums Zhat
it is up to the Labor Depariment to decids whsther or no:
ths opsrator has szt aside snough monray, and that is par:t of

e

the basic opsration. It is th= sams sor: of dzcision-making

ALDERSON REPORTING COMPANY. INC.
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that thsy go through now in detarmining whether or not you
have adsquats insurance and whether or not you can b a
szlf-insurser.
) Ths Chairman.‘ I thought he2 was talking about a maximum
limitation? -

Mr. Chabot., I was talking about a maximum,

The Chairman. That's what I thought.

Senator Hanssen. That's what I thought, too.

The Chéirman. Then w2 all agrse. UWhy don't w= just
say that the Secretary may, by regulation, if he dsems it
appropriatz, s=t what ths maximum limitation could bz on
what onz could sst aside in ths fund to protsct thes minzrs.

My, Chabot. Uh-huh.

Senator Talmadgs. Would the Senator yizld at that poini?
Senator Hansen. Yes,

Sznator Talmadge. Isn't it trus now that all of thass

paymants come diresctly out of the fadsral Trsasury?

Senator Hansan. Absolutsly.

Senator Talmadgs. How can tha governm=nt lose monsy

on a desal where you are going to shift ths rasponsibility

from +ths taxpay=ars to ths= coal minsrs?
Senator Hansen. Now I don't know how thav can. Hzrs

"an industry that is trying to do somathing%to hslp itfsslf

ot
B I

and I gathsr that Trzasury find fault with this, and it amazas

# ]

ms ., . .
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The Chairman. I really think %they ars trying to
coopsratz with you.

Sznator Hanssn., Maybe so. Pefhaps I misr=zad it.

Tha Chairman.. At lez=ast Mr. Chabot is trying to coopsratsg
with you, it sasms to me.

(General laughier.)

The Chairman. If wz modify it as suggested, that fills
in *hz blank spots in the amsndment and I don't know why wsa
should no% agre=z to it.

My Chabot., Let me suggest two othsr points, Sznator.

On

(i

is the quastion of the rsstrictions against self-dealing
and other typss of fiduciary limitations.

As I said, at this point tharz Labor Dspartment peopls
to whom w2 have spoksn do not know Qhether that sort of
trust fund would comsz undsr the Labor titls of ERISA.

That titlz would provide for various fiduciary razquirsmgnts.

The rzason for the uncertainty is thsrs is a dzfinition

of =mployse walfare ben=fit plan, and it appears that this

under it,

But +h=rz is also a provision that plans szt up solzly

to comply wiith Workmszn's Compsnsation laws arz axcludad

from ERISA, and th2 peonls thars tzil ms poink,

.
ming

sincs +ha concespt of thass

opzrator obligations, ars so much liks Workzrs Compznsation

. ALDEREON REPORTING COMPANY. INC.
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laws that thsay ars no: surz whsather that causss thass plans
to bz ouitsides of ERIS2.

So, what you might wish to do is to, in a2ffsct, coms
to a policy dscision that fiduciary obligétions ought to bs
imposad, that you don'% want to imposs two ssts of fiduciary .
obligations, one through ths tax law and another ons applying
to ths same plans through the labor laws.

Undar thzse circumstances, you might leave it up to ths
staff, and if we= concluds tha®t the labor law ERISA limitationg
do apply, then tha* is it and tha* will satisfy thoss
obliga*ions. f we concludz, with ths concurrsncz of ths
Labor Dspariment, that tha labor law limitations don't apply,
then we will draft up a similar set of limitations to b2
applied through the tax laws. So, YOu will =nd up with one

set of limitations.

0*‘("

£ this ,o0int, I cannot tsll you whether ths labor
law limitations apply.
Senator Hanssn. I think, Mr. Chairman, as Ssnator

Byrd has pointed out, this is rather unigue and novsl

-

lagislation. W= maks soms presumptions, as wz did a fzaw
- hd ’ 0

yzars ago, that anyons who has workad in a minz for 25 yzars

has black lung, pariod; that he doss not raquirs any
P g

L

sxamination or doctor's certification; that if hsz has workad !

\

thzrz, hz has black lung. !
I think that Ssnator Randolph wani=d to sxpand that '

ALDERSCN REPORTING COMPANY, INC.




#
S

i
=2 3
&
t
by ,
w Q
-~
~ .
S 7
~
e 3
(=4
o~
Ee < g
=
o .
= 1G
<
T =
- S
= 1
evee Z
- /2]
: picy
3 = 12
<
b = .
= = 13
=
) =
' 2
TA
.-\ "‘.
E
2 = 13
o
=
." ,:3
= 18
L] =
[%5] 17
=
18
@
z 19
L g
=4
g 20
21
T
AN
P -
‘g,”'\\ 22
23

3]
ELS

19
ta

1-37

Fo

o
L
.
)
N
ok
s
%)
of o
.}

0

0
Vgl

"

dafinition o includs asthma, smphysema, and lung cancsr,

I would not spsculatz

along with a doctor's definition.

-

on what might happsn thers.
Rzally, we have put guite a burden on Treasury, as you

know, and a furth=zr burden on opzrators. I am simply tryin
P

to gzt somzthing dons to bring some ralisf now to thoss

opsrators. I hops we can work it out this way.
J

Senator Byrd. ¥%ould the Ssznator yisld? :

Senator Hansen. I would bs happy to yisld.

Senator Byrd. As I understand your proposal, thsra is
no way that a company could bensfit from this. The trust fung
can bz usad only to pay black lung besnefits.

Ssnator Hansen. Right.

Ssnator Byrd. It cannot at any tims rsvexrt to ths
company. - ) g

Sanator Hansan. That's right.

Senator Byrd. 1It's an irrevocabls trust,

znator Hanssn. Right. -
Sznator Bvrd. I support ths suggestion of Senator
T
Lgng and Ssnator Hanszan. -~
I do submit for *ha record a lettsr from ths Amsrican ?

Insurance Association which opposss Sznator Hansan's bill.
I ask that that bz put into the racord.
1 4

(The letter refsrrsd to follows:) .

COMMITTEE INSERT =

ALDERSON REPORTING COMPANY. INC.
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The Chairman. Wzll, should ws votz on thz amendment?

o b o e o

Sznator Curtis. May I ask a question first?
The Chairman. Of course.
Sanator Curtis. These standards that ars in ERISA,
which you ars not sure whather or not they apply, do thay
have to do merely with the investment policy of ths %rust

fund? -

Mr. Chabot. No, sir. The major standard tha% I think

we should bz concernad with is o avoid what we in ths

-

" past hava called self-dealing batween the frust and ths smplovar..

For sxamplz2, if the smployer ware to make a contribution to
the trust, then turn around and borrow it back from ths trust)
*
the zmploysr still has ths monsy. He would bz paying intsrast
for it, but he gets a deduction for the intsrest as wsll
as for the contribution that hs has made, sven though ha s%ill
has ths money.
t would be that szries of limitations that I would bs

most concernsd about.

The fiduciary provisions, however, of ERISA go far
)

bayond that and imposs various obligations onm trustsss, and
do imposs abligations on investment policiss as yell as ;
dsaling with self-~dealing.

Sznator Curtis, In fact, they probably go farthsz

than is n=aczssary here. * '

2

Mr. Chabot. I would suspsct so.
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Sgnator Curtis. Your fund here can only b= usasd for

ons thing, %o pay thesse benafits.

the dscision was

e
Ay

-
Mr. Chaboi., @ would assume that

that it doss not comz under ERISA and that ws should draf:

a tax limitation, w= would not bs anywhere nsar as comprzhsnsi:

in thz tax limi%tations as ths ERISA proposal.

Senator Curtis. Doss this proposal for which ws ars

ask=d to approve tha tax benzfits enlarge the scops of ths

program?

- Mr, Chabot. This proposal -- no, sir. Ths ovarall

bill doas, but this proposal simply is a msthod

e
mesting

the coal mining opsrators obligations under ths program.

Senator Curtis. I know, but we ars imposing ths tax

+to do that. I think wes havea *o look besyond that.
Mr. Chabot. Ssnator, if I may intearrupt for just on=
nomant, thz Part C program has iwo parts and will continus

o hava two paris.

jal}

If a responsible opsrator is datsrminsd,

in ths

of a particular claimant, thsn that rzsponsibl

[

oparator has thz obligation of making all the pavmsnts.

.
-
I

What ws

W

ars talking about now Senator Hanssn's

Y=

proposal dsals only with that responsiblz opsrator okligation.

The gsneral tax part would be to desal with the other part

of these obligations, that is, whsre thesrs is
oparator that can bz determinad. !
So, vou havs

+thz +tax parbd svrzading thz obligations

. ALDERSON RIPORTING CCOMPANY. INC. '
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the industry as a whol=; but than th=vz ramains ths nar:

that falls on specific coal mine opsrators. I+ is thzs spacifi

(7

coal mine operator obligation that Senator Hanssn's amendment
ALY

»

Senator Curtis. VYes. Bu%i what I am asking is this,
In thg payment of bznefits, doas this proposal, which comes

from the othsr committes, enlargs the program or libsralizs
* :
it in_any way? ¢
. »
Mr. Chabot. Yes,.

Senator Curtis. In what way?

Mr. Chabot. I would ask Mr. Humphrevs to comment on

that.
Mr. Humphreys. It has a number of fzaturss to i% that

enlargs the benesfits undar the program. The mos:t significant

of them is that it authorizess the Labor Dsparimsnt to draw
up new dafinitions of what constitutzss disability and how vou

datermine whather an individual is [disablad]. ‘ *

]
Thz Labor Dspartment estimates <that that chang= will

rasult in incrzased banafits, both faderal responsibility and

the individual oparator respdnsibility, of $800 million ovar !

Ve {

ths next five years. s

Senator Curtis. Is that ths usual custom in laws of ;
i
this kind, that thsy let disability bs det2rminzd by r=gulatioh

b
¢

or do statuitses fix that? :

i
H

What is the pattern in Workmsns Compznsation Law and

ALDERSON REPORTING COMPANY. INC.
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what is ths pattarn in this program prior o +that?
Mr. Humphrsys. Praviously, I belieye, the standards
wsrs suppossd to bs about ths sams as Social Security's.
Mr. Guttmén. Mr. Chairman, if I may, under %ha black
lung bill, the Department of HEW was givan authority *o
prascribz the definition. They prescribed fwo sets of
definitions. One is the so-called interim standards, which
were applicabls to thz claims filed in early 1872 and 1973,
which ars substantiallv mors libsral in thair so-call=zd
psermanent standards, which are applicabls to the Part

program.

Undar this bill, ths Labor Dspartmant would b

*

th

to r=vise those psrmansnt sﬁandards.

Sznator Curtis. My question is this. Havs we done
this in any other program, that is, granted to an exscutive
agancy the authority by rsgulation *o dsfina disability, or

N
is it usually. done'by statute?

Mr. Humphrays. I understand that it is gensrally a
matter of statuts, althougﬁ this involvas both the standards
and how you apply them, I would imagina that som2 parts of
how you apply tham are a mattser of ragulation in prograns
such as Social Security, for exampla,

Sgnator Curtis., So, it is an addi*ional dslegation of

authority to ths Labor Dzpartmant?

Mr. Humphrays. Ya2s, sir.

ALDERSON REPORTING COMPANY, INC.
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Sznator Curtis. Now, in what way doss it znlargs *hs

benefits or libesralize +ths program? ;

t is

N

Mr. Humphrays. The assumption undar that part of
-
that under these nesw standards, mors miners’and survivors
would gualify than under =xisting law. t also includss a
number of other provisions. Ona is a prohibition against ths
Labor Department's challenging X~ray findings of tha
claimant's own radioclogist, providad that ths X-rav is
basical%g clsar and so %thh; that the Labor Dspariment would
not ba permittad to have their own experts challsngs the
claimant's radiologist's finding that the X-ray shows the
§

axistence of disability.

-

The Labor Dspartment now estimatas that to cost

$250 million ovaer the next five yesars. Theyv earlizr zstimated

that thears would also be an $800 million cost, but thay ars
assuming that they will be able to battar train the claimanis?
radiologists.

Ssnator Curtis., Did thsy establish in the hearings a
good cass for taking +he position that any f&t of evidsnce

- cannot be rafutsd by the opposing side?

Mr. Humphrzys. 7The Labor ‘Dzparimsnt opposas that particular

provision of ths bill. f
s 1
! {

Ssnator Curtis. Did thas hzarings sstablish anv reason

It s=zms” liks a rathsr qussr lavw *o me to say that onsz

ALDERSCN REPORTING COMPANY. INC.
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sids can submit avidancs but that another side cannot rzfuts
i
1" it. .
3 . 3
. Maybe thers is something about the history of the case
4 -
. - that I do not know about, so I do not want to unjustly critici
T 3
5 ik, .
i Q 4 . .
- Mr. Humphreys. I bzlieve ths main arqument is simply
[=4 7 '
o~
i on thz basis that it has taksanr a considerabls amount of tims
S g '
- §
~ i to go through this rasintasrprstation procsss in ths pas:t. I
g 9 ‘
a don't know of any other rationale for that.
~y = 10
g - Senator Hansan., Senator Curtis, vou werzs not undar +hs
3 = n :
— P illusion tha%t my amendment addrassad that question, wsrs vou?
e g 14
14
n @ { Sanator Cur+is. Oh, no.
p--4 1
5 1
= Sznator Talmadgs. Would the S=nator yi=1ld?
2 1
g I Ssnator Curtis. I vizld,
Ge i
s 15 .
e~ g ; Sznator Talmadge (prasiding). That, of courss, is
CHNTS :
e < i outside the purvisw of our jurisdiction. Our jurisdic=ion
: 1
. @ AT
- e ralatss solaly to ths tax aspscts of ik, !
“, & o2
13 .
= S2nator Curtis. Yss, but bscauss of the jurisdiction
E 13 . )
~ which I 2xercise here, I want to know wha% a tax is goin
S 20
to be levisd for and to bz surz it has csrtain slems=nts of |
- 2 i
D t Justices, and so on. We cannot changs that par: of thz bill,
("‘\'_'#f pa
b I howsvsr, I agrzs with tha%.
23 |
i Sznator Talmadgz. Ars we rzady for a vote, gentlamen? |
g 3
: Senator Hathaway. Mr. Chairman, may I ask a gquss+*ion.
23 e

SEnator Talmadgs. Szrnator Hathaway.

ALDERSON REPORTIVIG COMPANY. INC.
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Senator Hathaway. What happsns to the trust fund w
your bill if the company goes out of business?
Sesnator Hansen. My understanding would bs that the

-

amount of money in that trust would remain in thzs +‘rust an

would be subject to call by anyons wh% could show a rslationsh

batwsen employmsnt in that company and his future hsalth

and wall bsing. If the company went out of business, i% would

i

not changs any of ths tzrms of the trust as”far as its
guarantaeing moneys to pay claims to a person who had been
gmploysd by the company. That would bz my feeling.

Senator Talmadgs. Who would ba tha truste=z, Ssnator

Hansan?

]

Sz2nator Hathaway. They would have to set up a separats

J

trustes in the first place, wouldn't they
Senator Hansen. I would presume so, though I am not

an expsrt in trusts.

Senator Hathaway. Would your .bill call for +hat?

a

d

Serator Hansen., Yzs., I would assums that thsare is a

pattern that is well establish=sd that would ba useful hears
Senator Talmadga. Would thers ba any objaction to
making ths Trzasury Dapartment or the Labor Dsvartmsnt a

trustzs?

Sznator Hansen. I personally would not have any. Lzt

ms szek a littls advica hers.

(i

{Pauss)
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a

Mr. Chabot. Under thsz bill, as Ssnator Hansan has
introduced it --

Senator Hansen. I think that perhaps Mr. Willan might
speak to that point.

Tha advantage of the trust not bsing in the hands of the
gavernmant, as I undarstand it, is that thare might bz other
invastmants that could bz made tha* would result in an
accunulation of a greater amount of intarest in *he *rus*: so
as to anticiﬁate the ability to make largsr payvments or mors
paymen;S than would otherwise bs the case. I would hopa that
we might™reckon with that.

"
Lf ths Treasury Dspartmenit wers ths trustes, I would

assum2 that ths invastmsnt might bs mads in —-

Sznator Talmadge. Government bonds, and addzsd o ths

Senator Hansen. Righit. Tharnk vou.
Senator Talmadgs. Supposz you have a trust fund now
that has bgan in existance for 20 or 25 vears and no claims

ar

W

b -« - -
mada. What is going to happen *o +hat +rust: fundz Should

not at som2 time or some date, rathar +*han leavs it in

-d

perpetuity, sterilizad, revert to tha governmsnt —-- that is,
within a reasonable langth of tims, such as 50 vaars or

100 y=zars.

v mpn wem 4 s e

]

I sz= somzon= holding up a hand over +her

Who ar2 you and what do you-have o say? “

ALDERSON REPORTIMNG CCOMPANY. INC.
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Mr. Lubick. Sanator, I am Mr. Lubick from ths Trzasury
Dapartmen=., I wondsr if I might say a word on this.

Ssnator Talmadge. Ws will accapt your commant

Mr, Lubick. In answar o vour spacific guastion, tha
bill providzs that on satisfaction of all liabilitiss undsr
the trust, the amount goss to another trust as designaitzd by
ths contributor, which may bz a black lung trust or a
401 trust. I- could bes a ganeral pensior trust. That is ths
way th2 bill was draftad.

My genaral comment from +hs point of viaw of tha -
Traasury Department is that we ars hesitant about Congrsss
introducing for the first time a daduction for rsssrvss for
a self-insurance fund. Back in 1954, the Congr=zss did adopt
%a ganeral provision permitting current deductigns for
employsrs for reservas for estimated sxpensss, and that
l12d *o a trzmendous revenuz loss, so Congrass rap2aled it’ tha
next y=ar. w

This ss=ms to be starting down *hat same road. I +hink
thzre is a very_real problem hers and I balisve Senator
Hans=2n's bill doss addrass this.

Ssnator Talmadge. -L2t me ask you *his,

As I understand it, ths pressnt program is financad
dirzctly out of thaz taxpaysrs Tresasury, out of ths Daficit,
isn't that right?

N .
: Mr, Lubick. That's corr=ckt. &

ALDERSON REPORTING COMPANY, INC.
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Senator Talmadgsa. All right., MNow Sena*or Hanssn

4
7]

i

trying to shift that burden +o ths ownars of ths mines,
It looks to mz liksz that is a r=asonable thing to do, to *ry
to rslisve the taxpaysrs of +hat burden.

Now you tall us how w2 can do it?

~

My, Lubick. I baliave that S. 1538, by levying a tax -

the original bill leviss a tax on coal operators which was

\d

designad for that very purpose. It was assignad %o lavy a
tax upon the coal industry which has rasponsibility for +hs

payments of thass benafits.
e '

I think that the two bills, S. 1538 and Senator Hans=an's
bill, are both addressed to the same objective. Thsy just

do it through differsnt means.

Vol
; N .
Xt any svent, they arz both designad to take thz onus

off the §e=neral revanues of %hs Treasury Dzpartment,

Senator Curtis., In =ither cas: the +tax would beg a

H

i

deduction, wouldn't i+? .
Mr. Lubick. Tha* is corrsct, Senator Curtis, sxcept that

in S. 1538, you have a general excisa tax which is paid ovar

to a trust fund which is administared, as it is drawn, by |

thrss Sacrstariss, and ws would hops it wou

',-l
ot}
o
in
5
it
n
i
0
i
11
ok
41}
4

of Labor. S=nator Hansan's bill permi*s =sach a2nplovear
- e
to, in 2ffsct, self-insurs his own +trus: fund. T think vou arsz

for tha first time introducing a concspt of an immadiate i

]

. N . . !
dzduction for a szlf-insurancs fund. I think you ars going %o

ALDERSON REPORTING COMPANY. INC.
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face the problem of the [product's] liability insurance
in a numbar of other arzas where it is a pressing and
difficult problzam, )
Senator Curtis. Well, w2 do it in the pension arsa now.
Mr, Lubick. We do it in pensions, and wa do i% in

bad debt reserves. We do not do it with insurance type lossss

Senator Hansen. If I could, lst me ask tha rzprazsantati

from Traasur§ if the bill introducad by Senator Byrd, which
I support, dées not simply try to provide insurance and
banazits for pasrsons who ars unable to find a responsible
employsr. Isa't that a fact?

-

"Mr. Lubick. I belisve that is corrsct, Senator Hansén.
. Senator Hanssn. Well, you sss, I am trving to desal with
another groﬁ@. I am trying to dzal with rasponsible opsrators
wiio are here and who ars willing to makes a contribution.
Isn't that right?
You are héving the same troubls I am. t is a littls

L3

hard to hear in this ropm. .
’ *
Mr, Lubick. You are basically dealing with a different

group, that is corract.

. Mr. Chabot. It does have <o b2 borns in mind, as ths
last comment of Senator Hanssn exprasszd, that the basic
bill which is beforz us desals with %h=2 rasponsibility of ths
coal irndustry as a whols to taks over *ha obligations*th‘t
arz now being paid out of ths gansral funds of thz Trzasury.

&
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The basic bill would lsava tha rssponsibility that =xists
in exis%ing law on responsible oprrators. Ssnator Hanssn's
bill is addressing that part ofe it, tha responsibility that
axists in existing law, and it would be a responsibility of
grzater monstary imporitancs becausz of tha other changzs of
ths bill that would bz under the laws, as amendad by ths

Human R=sourcas Committess's bill.

So, there ars two diffsrent parts.

Senator Byrd. Mr. Chairman, I think it is important to

r=zalize that Ssnaéor Hagsen's proposal supplsments ths bill.
Senator Hanssn. It's not =2ither/or.
Senator Byrd. That's righ=t, + supplamsnts tha bill
and doss not take its placs.
Sz2nator Curtis. 1I% szems to me that if action is to

be taksn in this area, where there are so many unknowns and

-
»

where w= have to work with another commititee, maybe if w=a
give them this tax in Senator Hanszn's proﬁbsal, parhaps
w= should do it with a cut-off psriod of about two yzars and
se= what happsns. Then w2 can s2= what kind of standards
and rsgulations are put up, how tha tax works, and how ths
raservas work, and then ws can taks anothzr look at ik,
S=nator Hathaway. Your bill takss the position of a
pzrson who cannot gzt insurance, is that right?
Ssnator Hansan. No, no. The troublss with buying

insurancs arz at lesast two. On=2 1

Lo~

ths premiums may go up

n
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might bz a *“emporary approach, I =hink clearly down ths lin=

l} 13 if 1 n t'3 7 .
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-

#

very sharply, and two is the insurance company may just dscids

-

&
that it is not going to carry on *hat insurancs.
Senator Talmadge. And in some states they do no% have

the insurancs available, isn'% +hat right?

v

Sznator Hansen. Right,

Senator Hathaway. Your bill is a substituts, isn's

B

it, for the Human Resources ons?

Senator Hansen. No. I think i+ complimants Sarator
Byrd's bill to addrsss this responsibls group of smployars

who are not identifiad in tarms of =arlier claimants against
Re

these funds becausz of the dissass. I* may ke that Mr, willan

can hezlp to fill ir soms gaps hers.

L 4
Mr. Willan. I think ona of +hs major objzctives of
Senator Ha®sen's amzndmsnt, and a changa in ths approach by
ths Labor Committse or the Human Rzgources Commiittzs, is +o

keep this responsibility for financing this new smployar

liability in the privatz ssctor, Whils the insurance approach

the timz would come wher that would ba inadzsgua*z and +hsn

you would be faced with imposing additional *axss with a |
fedaral trus+ fund. :

& "l"; 1 . T 1 3 .L'
So, this® approach of Ssnator Hanszn's is merzly o
aliow th2 private industry ssctor tha opportunity to sst
asidz tha funds, which would clzarly bz thars o mast +hig

liability which has bszen imposad now in +hs futurs.

.
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that I heard all that

’

terms

and sa2tting aside today raservas for futur=

I r=cognizs

of this b2ing a nsw approach in tarms

>4
Zem ax

the Trzasury has a valid objection

o)
Ny
3,
D

1-46

of rassearves

this is also a naw concept in tarms of ths fact that the

government now is imposing liability for black lung dis=asa.

It may very wzll go that way in tsrms of other dissasss.

N

So, this is just to set a precadsnt, that is all.

Sgnator Talmadgz.
Senator Hathaway.
Senator

Talmadg=.

Senator Hathaway.

Gantlemen, ars yvou rzady for +h=s

tixr.

Chairman?

Sznator Hathaway?

~ Senator, your bill is r=sally a

substituta for +he first

mind is going to bs a szlf-insurer if hs

fore putting a certain amount of money in

isn't

for a

party

that right?

Senator Hans2n.

Sznator Hathaway.

parson whom the companv has iden*ifiad as a rzsponsiblse

ons, bacause no one

in his right
can gst a dsduction

a trust fund,

I'm sorry, Sesnator, bu: I'm not surzs

vou said.

Sl

The Human Rssourcss bill providas

to gst insurancs to covar tha* vpossibla liability or

to becoms a szlf-insur=sr.

for

rathsr gzt

rather than bs

)
—nE

.
'ﬁ

ALDERSCN REZPORTING CCOMPANY.

Your bill r=zally is a substituzs

a sslf-insursr, whars

szcond onz, bz=causz I suppos:s ans

a daduction for putting monay into a :rust

opzrator would

th

und

do&s not g=* any
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Mr. Chagbgt. Ssnator Hathaway, it is not go cls

[ 1
that is trus, bacause assuming +Rat we =nd up with =i

ERISA limitations or similar sor+s of tax limitations

you put thz money in a trust fund, it is dedicatad *o
4

v

I assume, if we agrses to Ssnator Hanszn's amsndment,
- » " .
have one or the other of those typss of limitations,
many people who ars self-insursrs might no: want *to
up monsay.
The other point that has o ba solved -~ thara
two, and one is what I just mentionzd --is +hs

raisesd by Sznator Talmadgs. Under ths bill as

.
b
inxo

by Ssnator Hans=n, it is possibles for this

to be transfsrrad to another trust like i%t which woul

k==p it dsdicat=d to thess purposes, or :o

Vv [ Y .
qualified pension or anhtiity plan under Section 401.

Now pension or annuity plans dp provide cirecums

undsr waich there can be ravzrsions to the amployar.
pansiecn
want it to continue to bz -- a diffzrent tvps
from th= black lung progran.

Senator Talmadgs suggsastad an altsrnativs
wish “o agrzs to, to allow such

a trust to bz

to anothzr truskt 1likzs this black lung banzfi+

+h

a

ar t

ther

. wﬂen
that.

we will

and

tig

w2r=

2

that was

duced

particular “rus%:

d still

any type of

+ances

Thz

program is -- and I assums tha*t you geriilzmen gsn=rall

of opsration

you may

o

transf:rrﬁ

-
orx

Tt w=rs

JU£2 -3 8 S

K3
. som2 period of tims, or psrhaps if tha Labor Deparims

ALDERSON RIPORTIMNG CO.\;[PANY. iNC.
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to cariify thé: that coal minz opsrator is not going o havz
any further obligations undasr ths program, +thzn parhaps the
funds in th= trust could go to thes basic trust fund, ths
trust fund that is otherwise being fundsd from thz industry
as a whols through some coal tax.

Senator Curtis. Would you yi=ld right thsrs for a quast

+ Mr. Chabot. Y¥Yss, Sznator.

Sanator Curtis. I agree *hat avsntually thsrs ough
to bz somzthing there to dirsct wharsa ths monay goss if it
is not nesdzd anymore. But it ssams to me that in ths bill
as a whols, whatever w= agrse +to harsz todaﬁﬂ wz should havs

a $¥-called "sunsat" ‘provision, and that “o a considesrable

n

xtent would taks cars of this problsm about which vou aré

talking, because somzthing could bz addrzssad whan ths tax

was axtsnrnded.

Mr. Cf!bot. The difficulty, Ssnator, is +hat if vou

simply would allow that at the éxpiration of *his program :hs

money would revert to the smployar, thsn vou will havz 2ndad

up with a situation where thes employsr would havz an incantivs

to psrhaps contribute largs amounts of monsy, gsat

dzductions, and know that in tan years or fives ysars *hs

0
for
H
H
v
i3
+t

program monay would go back +o them. )

Senator Curtis. The point is this.

Supposs w2 put a suns=t date on this, psarhaps for *wo

o

yzars. ©Now thars is no fund that is going to tzrminats

ALDERSON REPORTING COMPANY. INC.




go into othsr trusts and ths possibility +hat it could =van
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1 .
within two ysars.
2
Mr. Chabot. I exp=ct nok.
3
Senator Hansesn. What would bes %hes 2ffact of *hs sunsa:
4 :
- law on contributions to the trust fund?
3 3
o . . a
v Senator Curtis. Whataver w2 do hers, I would limix
&
- b .
~ the tax for two or three years just so we can coms back and
s 7
o~
i take a look at it.
. o 8 .
2 2 Senator Byrd. I think it is important, is it not, +hat
o d 9 N
a Senator Hansan's trust fund not revert back. Isn't that a
o
- < 10 .
- & fundamental part of ik?
] -
= 1
Iz , Senator Hansen. That's right.
<
= 12 ,
- Senator Curtis. That's all right. I hava no objaction
=
= 13
= 1 to that,.
R
s i Senator Talmadge. Of coursz, if vou havz a “wo yaar
SRR g . .
o ; provision, you ars satting up something on a permanent long-
T | '
K term basis., If you ars going to stop this thing d=ad in
“ 47 o ‘ '
o two years, you will still have tha® trust fund mon=y availabl=ai,
LR K
¥ 18 . .
= | and down the road you will have a lot of claims for which
= 19 . . » . ;
e~ y@h will not have sufficiant money to covar. Than vou will
S 20 1
havz to msmt ths whols issuz hsad-on again two vaars from now.|
21 1 |
A I- s2sms to ms, gentlemen, that what ws ought o do is |
;F'?hj'; 22 3
~ | this. I think that Ssnator Hans=sn has mads a good suggzstion !
i i
22 ¢ i
| hsra. The only thing I find any objsction at all to is +h= :
24 ! ) :
{ indsfinite life of tha trust and the possibility that i= could,
25 ‘ |
- |
|
|
|
|
|
|
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- that particular fund, that fund should then be transfzrrzd

ravart to *hz contributor at som= futurs

+o me that Mr. Chabot has madszs a good suggestion. Uhy don't

you amehd vour proposal therse in this way. When the Secratary

‘e 4 . .
of Labor certifies that thersz is no longer any claimant for

+total funds available

to ths for the pavment of black lung.

Eithar that, or that it will revert to ths Traasury its=lf.

2]

Then, I think, you will havs what yvou want. I would suggsst

+hat w2 agrs2 to your amendment with Mr, Chabot's suggastion
that when ther2 is a certification that thers is no longer

any claimant on %that fund, that fund should thsn bs transfsrred

to the gsnzral black lung trust fund.or “o thes Treasury.

How does *that sound to you, Sanator Hanszan?

Senator Hansasn. That is agresable.

Do

=iehe

da

Senator Talmadg=. vou modify vour am=n

-

.
o
-

Senator Hansen. I so modify

r L]

Senator. Talmadge. S=nator Hathaway.

-
Senator Hathaway. What do we do abkout thz cap on

dzductions. #

Senator Talmadga. Th2 Treasury ragulation, I bslisvsz, was
what we had agrssd *o. :
Senator Hathaway. Will ws l=zave *that up o Trzasury?

Mr. Chabo:. I und=arstood that it would b= maximun

limi+ations on contributions basad on Tresasury rsgulations,

will
&

which in tura hav

m

5 e bas=ad on actuariesl limits.

, ALDERSCN REPCRTING COM>PANY. IHC.
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Senator Hansz=n., I would just offsr onz furths=r

suggastion, Mr. Chairman.
think tha*t such a provisg as I heard it sxplainsd,

was that if all black lung claims hava besn satisfisd, thsn

[}

tha next uss to.which theses trust funds could bes put would
# .

- bz to the psnsion program.

Now I don't know whather you would want to giva somz

consideration to that or not. I jus: think that this would be

W

anothsr way to bensfit thosz minors who havs workad in th
mines.
If we could have that %ptermediate step, I would like

to say that thers would thsn b2 an option to add it to

whatsvar psnsion program had bsen szt up if that option wars

not sxsrcised.

Senator Talmadg=2. Suppose thz pension fund is limitad

only to ths exacutivs smployaes and no: tha niners?
Senator Hansen. I would not want that.
Senator Talmadge. I s=2 no objection to what vou arz

suggesting, provided that it covers svzryone who workzd for

the company. As you know, somz of the psnsion plans ars

rastricted only to sxecutivs enmplovass.

Senator Hanssn. (Nods affirmativsly.)

I havz no objecktion to

Senator Talmadgs. Th

U]

N

think, #Mr. Chairman, that w

your proposal,
Chairman has rsturn=d, I

arz readvy £for a wotz on ths

ALDERSCN REPGRTING COMFANY. INC.
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*his b2 limitsd +to thress vy=zars.
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50 30900004 ey
L 4

!
. . - l
Hanszn amandment, as modifi=d, and that included Mr. Chabo='s |
- ]
!
suggsstion that tharz be a termination of tha fund and tha=
-
the fund at som= future date bz used only for black lung.
Is that agrseabls?

(No r=sponss.)

Sznator Talmadge. Is thzre objsction by any ore on

ct
fo g
i

committae to tha Hansan am=ndmznt as modifizd?
Senator Hanssn. Senator, for the record, I +hink wa

fave to hear too, on the cariification of thes Szcratarv of

E SR

Labor, thai all claims would hava *0 be satisfizd.
Sznator Moynihan., Mr. Chairman?
Sznator Talmadge. Senator Moynihan.

Senator Moynihan. Mr. Chairman, I belisvs that Ssnator

~

Ribicoff would wish +to be rzcordsd as opposin 1g this amendmsns,

<

Howsver, in the amendment's modifizd form, I cannct bz certain

of this, 30 I would simply say only that I bzliavs so.

Ssnator ‘Talmadge. Th=2n, without fur.h=r objzction,

thz Hansan amandment is modifiesd as agreed to.

-y

I will turn the floor over to vou, Mr. Chairman.

Tha Chairman (prssiding). Go ahsad, Sznator Curtis

Y

Sznator Curtis.

g

Mr. Chairman, I would liks %“o0 mova =ha at

,,-v.

Tha Chairman. You want to limit what +p +hresz v

Sznator Curtis. Thz whole bill, both aspzcts of ix

Sanator Talmadgs. Just our xax par: of it IBE

ALDERSON REPORTING COMPANY. IMC.
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havs any authority to limit ths othar parts.
Szna*or Curtis. That is rsally what I m=an, just the
part that we ars acting upon.

Sanator Bfrd. I think *here should be a limitation
on it, but I am doubtful about thrzs vsars. I%t s=zais Lo me
that that might be *too short a period of tims.
Sénator Curtis. Well wﬁat would you think?
Sznator Byrd. I might think five ysars p=srhaps.
Sénato?'Curtis.' 7211, if I can't g=t thfea, I will
taks fiva. AL do think that somswhz=r=s down *th=s lins wz2
should.

: Ssnator Bvrd. I agres with &ou. I think sometims
down ths lins wea should.

Sznator Curtis. ‘Wa are lavving the tax hsr= for a
program that somsbody slssz worksd out. I%'s “rus that w2
can't touch that program, but w2z may want to look at thz tax.

Th= Chairman. Vary wesll, ths +tax will zxpir= in

1

All in favor so indicats by saving ay=s.

(A chorus of aves.) ]

The Chairman. Oppossd, no?

(No r=sponsz.) . §
L 4
The Chairman. The ayss havs it.

Now, havsz wa agrszd on thz2 tax?

oy

¥Mr. Chaboz. W= hav2 not agrs=d on ths naiurs or siz:
i s

ALDERSON REPORTING COMPANY, INC.
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of th= +ax, That is ths

Assuming that w2 ars agrssing that thars is not only
a tax, but that th= tax is to be earmarked for thz £rust
fund and that the tax is to bz dsalt with through a trus:
fund, thers is a ques*ion of *hz sort of tax and +thes amount
of +hs tax.

L=t m= suggast that we go first to the sor: of tax
that ws ars going to havea.

As the bill came from thz S=ratz Human Resourcss Cormi“H
it was a thrse-tiersd tax basad on the BTU valus of +hz coal.
Th2 Bursau of Minss was supposad to certify wha* +tha BTU

L d

valus was.

It was to be 30 cents a ton whers the BTU valus was
11,000 BTU p=2r pound or morz; for an intsrmzdiats group it
would bz 15 cents a tone; for thz lowest group it would

bz 7.5 cznts a ton.

Thare appesar to be =2ssential tachnical difficultizs in
|
that. The Bursau of Mines is not going +o be abls to csriifv |
» o

in 2ssence =vary carload of coal as to which of the caisgorizd

it falls iznto. Of courses, *he Intsrnal Ravanus Sarvics

= nacopls
do not havs thz teg¢hnical capacity *o do tha*, nor doszs ths

Ssrvics havs thes number of pszople nacessary to go through

all ths coal mins opsrations.

*
-
- mee o a1 o e s

On

o

of the alfernativas that *he staff had =2xamin=d j

that would appzar to do rough justice would bs %o sz% upia

L4
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tax fund on an ad valorzam basis *hat is based on th

coal

(1]

mins opsrators' prics for thz coal. It would bz a manufactursar

tax, opsratsd ths same way in this zssance as a truck tax

or a parts tax or thz tax on bow® and arrows *tha* wz hava in

prasant law.
The £as=ling is that that is technically possibls for ths

md

IRS to administ=sr., It has some difficulties, but thay ars

.

-
precisely ths same sort of difficulitizs which *hs IRS is
used to dsaling with.
Tha samz2 amount of rzvanue over tha fivs yzar psariod
that would be raisad by the Ssnate Human Resourcss Commitize's
t

bill could bz rais=sd by a tax of this sort, that is only

1 p=rcsnt on th#gsales prica. The fa=ling was that a 1 psrcant
/)
42

-

icr2asa in the sales prices almost cartainly could ba 2asily
&G

#

passsd on to the consumers, and would bea a sufficisntly
small amount so as not to cause‘any pricing distortions -or
any discrimination‘among oparators.,,

As Ssznator Packwood has pointed out, in situations whzars
vou have som= surface mining that produces high pricad coal,
most surface min=d coal is being sold at pricss significankly
lower than most desp %inad coal. But thsrs %s still soms ovarl
and you will occcasionally hava soms surfage minad coal that
is bsing sold at a prica comparable tq £hé price of som= de=p
mined coal. Arguably this puts an unfairly high burdsn on
that opsragor. d

"_i
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The policy considsration wiih which yvou havs

is whethar a tax a%t a lsvel of about 1 percant

small so that svan if you don't get ths prescisz an

an answer that is closz srough and that has

of besing administarable,

Senator Byrd. What is the pricz of coal thass days?
Is it about $30 a ton?

Mr. Chabot. On an overall national avsrags, i* is )
about $20 a ton. But lignits, for. sxampls, szlls at an
averagz of about $4 a ton, and anthraci*zs s=2lls a* abou: an
averagzs of $35 a ton. The various tvpes of bituminous and
sub-bituminous ran%s in batwsen.

Tha Chairman. How much lignite are ws mining hsr= in

this countrv now?

Mr. Chabot. =

percentagz-wisz, but it is still a very small portion of the
total. I would say that about 4 percent of £h=-cdoal :hat is
minad at tha2 prasent +imes is lignite By tha &nd of ths

five~-y=zar periocd that might grow *o

Sznator Hanssn. I would lik=

t is suffici=antly

the adwvantags

is the fastsst growing proportion -

to ask Mr. Chabox

1-56

~o d=al -

swer, you

‘oY so,.

a gusstion.
t

-~

When you spzak about ths avarags pricz bsing about $2J a =on, s

is that the [mine mouth] price or ths dsliver=sd oprics? ;
Mr. Chabot., Thz ([mirnz mouth] price. %
Ssnator Hanssn., I ssz. Thait would b=z whsrs *his *ax

would apply.

- ALDERSON REPORTING COMPANY. INC.
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Mr., Chabot. Yss. If you have an ad valoram, than

&
"
of courss ths lowar priced coals would pay considarably lss

(1Y)

par ton. Ths lignite would avearage 4 cents a ton on
$4 psr ton coal; tha anthracit=z would avsragz about 35 cants
a ton on $35 p=2r ton coal. .

Sznator Curtis. In general, it is with anthracite

coal wh=rs black lung problams are? ’

Mr. Chabot. Thes anthracitz is just about all desp-

Senator liansen. The harder ths coal is, ths grzatsr is
th= incidzsncez of black lung. Isn't that right?

Mr, Chabot. That is *hs gznsral imprsssion. I havs *o b
vagus about thig bacause my undarstanding is that sven at

this stage, psopls still have-oaly gensral imprasssions, But

that is the current general imprassion,

ih

Ths Chairman. About what parcent of *his coal comness

¥
out of d=sp min=2s as comparzd fo stip mining?

Mr., Chabot. 2ll of +h=z anthracitz is minad. Jus:t aboux

all ©f ths lignitz is surface minad or stip minad,

: )

Sznator Hansen. Surfacs nmin=2d coal last yzar I bsliav

W

was about 665 million tons. 2

Mr. Chabot. That is the total coal production last y=ar.:

Ssznator Hanssn. Oh, I'm sorry. I gusss vou ars right, "

:
t
)

(-

n Ens
nozas

lr. Chabot. I *hink that %ths sitrip minss

bituminous ar=za, which is tha grsat bulk of all thzs coal that

rfn
ALDERSON REPORTING COMPANY, INC.
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is min=d -~ bituminous and sub-bituminous ~- I bzlisva tha* a
littlez ovzr half is from desp minas and _ist é bit undazx 5
half is from strip minss. Probably the strip minad portion

: toed
is growing faster, I belisve, than ths desp mined po§£icn.

The Chairman. It could bes arguad +tha* sincs you arz not
gatting ths black lung from ths opsn mines or the strip mines,
that the tax ought to jugt go on ths dsep mined coal on thz

thaory that that is whers ths black lung is coming from,
Fd

A\

IMr. Chabot, W= ware considing +that, Mr, Chairman. T

1)

difficulty is that there ars many cas2s in £hz bituminous -

and sub-bituminous arza where a singls opse@ation involvss
both strip mining and desep mining. Perhaps hars strip mining
. . . .
is not the appropriatz term. I should say surfacz mining
and desp mining.

In fact, many mines nowadays star:t off as =2ssantially
a surface mining operation, and as thev gst despar and despar

Lad

-

into the szam.of coal, they Yjust change tha operation as thsy

go along. When the opa2n burdsn gsts %o bz too grsat, thsy will

continus going after that szam of coal, but will changa *hsir

method to a basically daszp mining one.

IED

So, thers will bs difficultiss in detszrmining whzan a

mine has changzad over. As I said, in many opsrations, +he

same mines is producing, at any givan momsni, boith soms coal
-

from surface mining oparations and somz from dssp mining

So, wz did =2xplors that, bu* thsra would bz :tachnical

ALSERSON REPORTING COMPANY. INC.
-
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difficulties in imposing tha tax that way.

Senator Byrd. Let me ask vou this.

T

tax was on a tonnage basis. What was that tax per ton?

Last yzar ths

Mr. Chabot. It was 10 cenis par iton, excspt in tha

cas2 of desp mined anthracite coal, which was 15 czats a ton

-l v
Since vary litils of the coal }ﬁ tha country, just abou:
1 psrcent, is anthracite, as a practical mattsr vou could say

that it was 10 cents across the board for *he +on.

el -

Senator Byrd. Wsll, then, this 1 psrcant ad valorsm -
would be considarably highsr, wouldn't it?

Mr., Chabot. It would be higher for thz highesr pricad

coal, which is in almost all cas;s dezp ninzd coal.
be lower for the lower priced coal. 2As I said, the lignits
s2lls at an averagz prics of $4 pei ton. I forgat what the
sub-bituminous averags prics is, but I think it is around
$7.50-a ton., Thess would all bz paying significagtly lass
than +slast year.

Sznator Byrd. But the bulk of ths coal would bs paying

significantly mors, wouldn't it?

Mr. Chabot, Ths bituminous and the anthracits, that is,
much of the bituminous, would be paying significantly rors,
vzs. This would raiss mors mon=y ovarall than would havz bsan
raisasd in ths last vzar or %wo.

Sanator Bvrd. Than

Tl
fie

is a higher *ax also *han *hat:

approvzd by ths Conmitiszs on Human Resourcss?

ALDERSON REPORTING COMPANY. NG,
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Mr. Chabot. Ho. You will havs

to how much monsy you wantzsd +o0 raiss.

t0o nmak

I suggsst=d

iy

a dzcision as

1 parcent tax would raiszd almost exactly the samsz amount of

monsy ovsr this five ysar pariod as thz Human Resourcss
Cormittza's tax wou}d raise. 1If that is %hz total amouant of
ravsnuz you want to g2t from a tax, than this would be an
squivalsnt., This wou;g produce ths same total amoun* of

tax. It avsrages to just under $200 million a yzar. = havs

-

hY

Iu

Senator Byrd. (presiding).

Takz thz avsrags *ton of bituminous coal.

1l pgrcent compars
prgposs=d?
Mr,

-

bituminous coal undsr tha

Chabot. I would say <hat about half

‘e Iy . . ol 1 .
sstimatad $925 millior ovsr the fi%e 'vear period.

-~
Give m2 a compari'son.

. How would *his

with what %he Human Resourcss Commit+==

4

the

would pav a

v

>

rd
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HIuman Razsources bill
tax of 30 cents a *on/t

I'm sorry -- lzt ms back off from *hat,

The grszat‘bulk of *hs bituminous coal would pav 30 cants

a

a ton undsr ths Human Rasourcas Commitis2's bill. Ths graat
' ?

sub-kituminous coal, probably

just about all of ~

nortion of ths bituminous woulad

n

pay 15 cents a

th= Human Resourcss Compfittes's bill.

et cw—. o v m - o

So, und=sr this 1 pzsrcant aporoach, *hz sub-bitumirous -
would all pay a lasszar rats of tax *han ths Human Resourcas

Committ=se's bill; *hz bituminous would probably b2 naving -~

Aa

.-
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Wolack lung. As it ha pans, hard coal and desp mining gensrally

T B ’) *‘_: - ' "
‘ aJ 0o 1-61

w2ll it is hard %o say. Som2 of th2 bituminous would bz naying
*

a lasszr rats of tax, and somz of the bituminous would bz
paying morz tax.
. .

The lignits would bz paying lesssar tax than under tha
Human ResourCESFCommittee bill and *hsz anthraciis would bs
paying mors tax. .

Senator Byrd. Why did ths Human Resourcss Committse
bill +ax ths BTU's?

Mr. Chabot. 2s I undsrstand it, at thz tims that'they

ware making thair decisions, thay werz urds

4
gr
i
B
G
H
0
1]
o
9

that it was technically f£2asible to taks ths BTU approach.

Thzy also suggzstad that thsrzs ssemsd fo bz a dirsct rslationshio

batwaen BTU ratings and incidencs of black lung.

I think %that the morz gznsrally acceptad idesa is =hs

rzlationship bestwasn ds2sp mining; hard coal dz
S

(!)

niring and
et

3 *

go along with.a BTU rating.and highzr pricss.
-
Sznator Byrd. Ssarator Hoynihan.

Sznator Moynihan. Ths markst tslls vou the BTU content,

13

Why on earth should the IRS get into *hs businsss of analvzing

coal? It is not what thsy ars good at. Thay ars good at

knowing what ths pricas arzs.. , .
It would s=em to mz that ths Pinancs Commitisz would havs

a batt2r judgmsnt of this than would thz Human Besourcsas

Commitise, Bu: I don't know vour visw, Mr. Chairman. '

-
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Senator Byrd. I am just trying to undzrstand, which

I do not yst, why the Human Resourcss Committasz chosz ths

Senator Moynihan. I suspect that this was a probablse
answar, that the dissass was associated with BTU contznt.
But so ié price. How many laboratories will +hs IRS have to ¥
s2t up to examine ths BTU contan: of a sample of svary 50
cars on ths Norfolk and Western Railrocad? ‘I mzan, this is jush
bizarr=s. - '

Sanator Byrd. Supposz thz committas wasrz o go back
to thz same proposal that it approvzd last yeér. How would:
the amount ofemonzy raised under that proposal compare with
thz 1 psrcznt ad valorem?

Mr, Chabot. Tha proposal of las* ysar that was rspor:tsd
out by ths commititez, as I said, as a practical mattsr imposszd
a flat~-ratzs tax across the board. That was ths highar

P
rate for anthracite, which was 15 cants psr *ton, but

substantially all of ths coal was tax=ad at 10 cants psr “on,

That would produce approximatsly a littls over 40 percand

s, J E)
of the revenues that would be producad undar tha Euman
Resourcas Committsa bill tax, or, for tha: matiar, urndsr *hs
1 p=rcsnt tax.

zrator Byrd. Is this another way of saying, th=n, tha*

thz cost of the program in the on=z y2ar has inecrzasad

;]
abou* *wo and a half +im=as?

ALDERSON REPORTING COMPANTY, INC. *
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Mr. Chabot. _Serator Byrd, the incrsassd costs undax
- ’
the substantive part of this bill ars substantially grzatasr
“han ths incrsas=ad costs under the substantivz part of last
yzar's bill.
I don't krow to what exitznt this is b&causz ths =
definitional changes have basn mads in the bill, or *o what
Loy T g + “'{. e
extent this results from a mors carsful analysis of thzs cosis.
But in point of fact, the estimated costs undesr  las:t y=zar's
bill would hava totalled for a five ysar program less +han

$0.5 billion. We ars now talking about =2stimating cosis for a

ive yesar program off $§1 1/3 billion.

[l

So, in partsthis may be due simplyv o mores car=ful

analyses of the costs. But clearly, in subs*antial part it

is dus to thz fact that ths bhill b=zfors you now is morz

genarous in esxpanding its definitions &nd in making mors p=opli

134

eligibls for bznsfits,
*  Sznator Byrd. But a 1 percent ad valorzm fax would nox

financs this bill, is +that right?

Mr. Chabot. Yes, that is corrsct. Under our pr=sant
I 4

sstimatses, ths tax propos=d by the Senats Humah Rzscurces

3 3 =~ s 3 Al ms L3 s -
icisnt to financs ths five v=aar !

Fh

Commi+ttza would not b= suf

-

program. Sincs th2 1 parcent tax is just baing szt bzfors

you as an =quivalzant, as a way of raising tha sanz amount of

-

rzvsnua diffsrently, then obviously *hsz 1 psrcsnt tax would :

not bz sufficiznt

th

ither. If vou wantad +o financs *hz

- ALDERSON REZIPORTING CCMPALLY, INC.
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zntirs program ovsr ths naxt fivs ysars, I think that vc

e
fer

el e

would hava to havs somsthing liks a'l 1/3 p=srcznt *ax
approximatzly.

We should rscogniza that ths program costs mors in’ +his
first fivs yzar p=sriod bacause of a hump in costs, bzcauss
of picking up some prior sxpsaditures from ths gesneral funds
in the Trsasury that arzs +o bz rzimburssd. So ths ganeral
ongoing rata of ths program, although it would bz zxpznsive,
would Aot be quite this sxp=nsiva.

>

Senator Byrd. I take it that th

iy

cf

consznsus is that it

would ba bziitzr not to go to BTU's for +he purposa of

[

detarmining th
basis or on a tonnage basis. Is that about it? I r=psat,
I assums that the consensus is that thes committaé should nct
acczpt thz BTU tax, but should ge, =ithzr to a tonnags
tax or an ad valor=m tax, to oﬁé or th=z oth=r.

Mr. Chabot. Thg BTU tax was tonnagz, buz ths diffsrsnt
tax rates wars sst by BTU.

Now, if vou want to go with a flat across-tha-board
‘:.onnfa‘ge tax, yvou would have to comz up with a tax qf about
24 cznts a *ton.

Ssnator Byrd, To raisz the sam= rzvenuss as ths
1 percent ad valorsm tax?

Mr. Chabo:t. Y¥zs5, sir, That,vof coursz, would b=

1

technically fzasibls also. 3Iut wz would think that vou would
!

ALDERSCN REPORTING CCMPANY, iNC.
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6 psrcent of ths

by an ad valorzm

brought ou:

wesek. That

f ~

Mr. Chabo*.

trust

HAr. Chabot.

would havs thr=e

thz S=crstary of

and Wzlfarz. By
! tha*t administzrs

s
.
“

probably concluds

of a burden on ths

lignits, you would

That 1s why ws

i Senator Byrd.

I don't know that w=
attempt to decids this tax

| If we sat aside this

Sznator Byvrd.

=

that *hat

burdzn on ths highsr priced coal and

prics,

tax,

Well, wa have a number of zlsmants of *h

{

doss nct

lowsr priczd coal.

In

be talking about a tax

thought that a combination
feasibility and ths policy lins that ws balieve

y would bz mors interastsd in would probably
I thirk ths significant

today was no* broughit out in +ha

is ths greatly incgea§ed cost of
¢

tax itself for ths=

what othsr itzms do you have to bring up?

fund provisions that we fzel ought +o b=

i* impos=as toc ruch

tha cases of thsa
which might bz

of technical
tge committzs

bast

2s%t bz ssrvad

point tha* was
h=zaring last

this program

vis-a-vis th2 program which was approved las< vsar.

have enough mezmbars prssant +o -

matvter at ths momant.

-

time bsing,

18

=

dzcidad upon.

Have we dzcided oh fthz trustss?
Yes, sir. Ths trust fund undsr tha bill
trustezs: the Szcrestary of the Trsasury,

Labor, ths

and
ths wav, it is

A

ths

ALDERSCON REPORTING COMPANY.
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in

of the Trzasury b

1NN anNE0n6s ¢ .

zntirzly from fzderal funds, that is a permansat progran.
h
The Traasury Depariment would much prafsr that ths
Sscrestary of tha Trsasury have *h2 rols ssszntially of fund

manag*™y,. that ‘the office tha®* d=als with raceipts an

a7}

pays
out the expsnditurss 2sssntially bs under the certification

of the Labor Dspatitment.,.and that ths policy aspzcis of thz

.fund bz handlz=d by ths= S=crztary of Labor as sola trustiss,

[

So, thz Treasury Déparitmznit rscommznds that ths

Sacratary of Labor bz ths sols trust=s and that tha Sgcretary

of Trzasury bz essantially ths monsy managsr of the fund and
not have responsibilitiss for substantive policy matisrs.

S Lo dom
-

o=

e

Senator Byrd. What is. ths thinking of ths comm
in that r=sgard?
Sznator Hansen?
Szna*or Hansen. I'm sorry, Mr. Chairman, but I was
tzmporarily inattzntive, '
znator Byrd.

Thz quastion is wheth=2r +hz Sacrstary

Labor should bz the principal trustzs and ths S=crstary

i

rzsponsible only for managing =hz assstis
f

of th= fuznd.

4

Undzar +h2 proposal +hat camsz o ths cormitiszs, ths
Szcrztariss of Labor, Trzasury, and HEW would b2 joint
trus<zes.

snator Packwood. My intuitive

]
th
i)
]
s
[
)
[Ce)
st}
'._.l
v
vy
Q
o
fe]
oy
I.l
F

=
0

probably corrscht in tzrms of substancs, is that ths
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Szscrstarv of Labor as ths *rustes would =nd up costing mors
¥ E g

t
(38 ]

than ths Sscrstary of ths Tresasury.

3
(Gan=ral laughtar.)
A : *
Senator Byrd. I'm sorrxy, but I could not h=ar vyou.
V2] s -
b=
22
4 o What was that?
: 6 % Y 3 i 1. 3 S
- . Szrnator Packwood. My hunch is that if the Secretarv
s 7 "
< of Labor is thz paramount trustse for the substancs of is,
S 3
§ &; will only cost you mors in *hs long run than if you have._
« v?
g 9 . . ) . '
e a tripartits trustseship.
< 10| . o .
e P Saznator Curtis. This is thes public fund?
g b
*n z 1 N R . - -
= i Mr. Chabot. Yas, sir.
R
- - = Sszrnator Curtis. In which thz taxss ars placzd?
s (z_, 1 ;
= 13 1 N
.3 = : Mr. Chabot. Corrzack,
= B o ; ; ;
‘ @ Sznator Hansen. I sharz the confidsnca in tha Departrin:
-~ 2 .
—_ = 15 # of Labor that has bgen exprassad by ths Senator from Or=gon.
2 3 )
£ g ‘ )
o SRR (Genaral laughtar.) '
-
~ 47 : b ;
- . Ssznator -Packwood. HMay I say that that is a bipartisan
o £ g N '
e rsmark, rsgardlzss of the partiss prsssnt and tha party of
o1
= 1
B ? the Sscretary of Labor.
<
S 3 . . ~
- 0 Sznator Byrd. Why don't w2 lzave it ths way th= bill
A 2} . i~ 4 o 3 e da E !
T 4 cams to the, commitizas han?
eSSl “ae e .
B2 A . ;
. AN Senator Curtis., What does ths staff suggest? f
| "
= Iir. Chabot. Thes staff is simply at this point reportinJé
‘ i
70 , 3
. s 1 ths pr‘posal of ths Szcrstary of ths Trsasury. :
4

1

Szrnator Byrd. Withou®: objsction, thsn, why don't wa

3\
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. : ., - . ;
lzave it as it camz +to this committss, waizh ths "tArs=s .
trusises?
> . .
Sznator Pad%kwood. 1ilay I intsrrupt for just a moment?
znator Byrd. Of course. .

Senator Packwood. I want to bring up, if I may, *hz

a P : . L) P P %
bill that I talkad with vou and with othigrs about. This xs

thz political tax crsdit-bill. I have talksd with all of
ths Sznators about this. It is sponsorzd by Ssnator Moynihan,
Senator Talmadge, and me. . )

I am going to suggss: that we attach it 2o H.R. 3340,

&
which is the day cars bill tha* we have her®, ths substancs

of which we have taksn out and put in%to anothar bill., Ws

hava

no more nza2d for the bill, and I have talksd with Russall

about this,

The bill vary simply incrzasas ths fax crzdit for peolitical

contributions %o ‘ap to 75 parcsnt, up *o a maximum cra=d&ix of

el

$100 per p=rson. Also, based upon discussion we had during

hezarings on this, I have zntsrad a provision, *o0o, that would

.
L
i<

allow you o sithesr take as a tax crzadit on vour incoms

4

Kt wa arembe et g ——— iy i —— i A

tax, cr, if you want your nonay soonar, you can fila a form
pr2parad by *the Intsrnal Revsnus Sarvice and thsyv will simpnlv

znd you a check in tha

n
[

amount to which vou arsz zntitl=d iz ;

about 60 days. This.is a% the suggestion of th= Chairma=. !
Many p=zopls do not want %o wait for a y=zar or morz o g==
thsir tax cradit. That, verv simply, is thz bill. Frankly, ix=

-

5
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is intendsd Lo bs

I intsnd to argus that 'this is a much beiter method of firancing

polité.cal campaigns.

”.

+

Sznator Curtis. What limits did you préaposz?

Ssnator Packwood. A 75 percant .tax cradit, up to a
maximum of $100. I chose the tax cradit rou:s rathsr than
th= dsduction bscauge thz arqumsznt is always mads that ths

'y -

daduction fa&ors}the rich and tha cradit favers ths poor and
1
I am trying *o sncourags smailer contributions., If you givs
Ia $10 con*ribution, you will havs a $7.507cradit.
anator Curtis. Wszll, isn't therz $100 in ths= léw now?

Sanator Packwood. No, thars is a $100 d=zdugtion in tha
law. I am changing that to-a maximum of $100 crsdit, and
$200 for a couple. ¥What you now have is a deduction of

~

$100 for an individual and $200 for a couplz. Minz would b2
a cradit, So,.you can gst $75 off vour incoms tax if you givs
$100., I have limitad it to $100 bacause I did not want thz '

-

argument to bz usad that this was mzant £6 ba2nefit largs e

donors. It is not.
Sznator Bvrd. Then yours would bz a substituzz “or
ths oth=r public funding?

Sznator Packwood. W=1l, ws would have tham both on th2 |
P i

calzndar. Th= basic philosophical dzba*s on *hz issuz wili

]
}.-l

comz down Lo ars ws bettsr off financing our campaigns by

ALDERSCN REPCRTING COMPANY, INC.
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straight-out appropmiations from tpﬁ Trezasury in anz form or
anothsar, or, ars w2 bsittar off sncouraging millions of
small donors by snacting a tax crsdit. This bill usss ths i
lattexr approach.

Szanator Byrd. Is thsrz any furthsr discussion?
Ssnator Hanssn. I move +hz bill ba approvedi
* Sznator Curtis. I am for it.
Sznator Packwood. Mr, Chairman, I would indicat=s that T

hava ssvan proxizs in my pockast, including S=znator tloynihan's.

Sznator Byrd. I will call for a voiz,

All thoss in favor pleasz so indicatz by saying ays.

(A chorus of ayss.)

Sznator Byrd. I votes aysz, and I vote Ssnator Ha ‘thavay's

Proxy no.

O-

—
~

Sznator Packwood, qI fwote Sznators Dols, Moynihan, Roth,
»
axalt, and Danforth as aye I_will cherk with S=nator
Talmadgs,.but he is a co-sponsor of ths bill. I do®a0- havs

Inh 7T STREET, S.¥.) REFIRTERS BUTLDING, HASHINGTON, B, C,

W

Ln

Sznator Long's proxy.

3 -

Seznator Byrd. The bill is raportad.

LA
»

What other business do we have fo taks up besidss =hs=
tax itéelf? I don't besliavs that we can sat+l=s that ioééy?

dr. Chabot. Still in th= trus= fund, tha bill as it
cam= +o us would raguire ths Ssacrstarv of <hs Trzasury -~- lzt
m= back up a monent.

Under <the bill, if *hs Labor Daparimint d=tsrninss Shas

ALDERSON REPORTING COMPANY. INC.
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a pzrson is a qualifisd claimant and lat's say *ha*t Company %
is a ra=sponsibls opsrator, the Labor Dspartmznt would star:

. : o . . v
making paymznts to this qualifisd claimant. If Company X
do=s not rzimburss the Labor Dsparimsnt, that company's

liability having ba2n sstablished, then a lien arisss in favor

of the trust fund against thes assests of Company X

Weder the bill, the Sscrestary of the Trzasury is raquiresd

o go to court to =nforcz that lien. The lizn would gsznzrally
have +thz same charactaristics as a tax li=n.

The Treasury Dspartmant points out that it does not

.

go to court to enforcz tax lisns. It mersly rafzrs thass caszs
Yo thes Justica Despartment and ths Justice Deparimant suss *o
N
anforces fedaral tax lisns. The Treasury Dsparimsnt would bs
satisfied with providing =ither that ths Justics Dzpartm=nt
should snforce ths liens or that ths Sacretarv of Labor
should enforce these liens, so long as it is not tha Tre=asury,

since they are not in ths habit of bringing thos=z suits.
Tha Labor Departmesnt would prafesr thgt the Secrstary
of Labor be the one2 o sus %to snforcs these lians.
I would like to point out that in +hs Pznsion Act, whan
we sstablished an insurancs program +hat has soms similar

Lo this with lisns arising in favor of the Pznsion Bznafits
. ! .
Guarant=22 Corporation, in that situation, =v2n though w=
P
said that thoss lizns wazrs similar “o tax li=ns, ws gave thz

right “o enforce ths liens, +th=z righ% Lo go %o cour:, %o *hs=

e
-
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the Szcratary of

the Sscratary of

This is a machanical and sssantially ministerial yna
of fax. You have alrszady dzterminzd that a lisn 2xists. I+ is

just that imposing "fhe tax upon tha Trsasury Dezparimen* gives

+hom +h= -
them thz typs of

that thsy would just as soon no* havs undsr %he bill.

So, undsr this proposal, thz id=a would be %o chancz
7 pr]

thz bill so +thax

znforcz +ths lisn

rathsr than ths

that is bsfors vou now.
Ssnator Byrd.: Ars thars any obssrvations on this?
(Wo rzsponss,)

Sznator Bvrd., If thars is no objection, it is agrs=d
L DY J g

tO.

of +hs trus% funds.

ngedzd to msst currsnt withdrawals b2 investzd kasicallv anly
3 1 3 H ¥ ‘
in U.S. obligations or obligations gquarantsszd by +hs U,S. i
- !
Then thsrz ars a whols sariss of furthsr rasirictions soacifyving

Labor thz right fo go into cour%, rathsr *han

Szcretary of the Trzasury, as undsr th:s bill

. Chabot.

+ Tha bill has a rzquiremsni that ths assasts that arz not

70 9 n 2 0
L

Guarantszz Corporation itsslE,

= ot < o A e it

approach, it would sssm appropriats o givs

gt

the Trsasury. ) «

-

job that thsy have not had up %o now and .

1

it is ths Sacrestary of Labor tha%t suss *o

that arisss in favd® of +he +ruskt funds,

IS

Th2 qusstion arises as to investment

[Pau—

-

4 i

»
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issuzd, spscifying *hs circumstancss undsr which an. obligatiox

would bz rzd=zm=d or an obligation would bz sold.

Thz Traasury Deparimsnit rzcommands that basically ths

rzstriction bs simply that ths trust fund would havz to invast

l..l-

only in U,S., d=sb* okligations and not havz all ths furthzr

fu

rastrictions. The Tresasury Dspartmsnt has suggastsd that

thosz2 further datail=sd rastrictions would not particularly
oroct=act the fund, b\‘ would s=rvz thes purpos2 of hamp=ring +h

zffzctivz monzy managsment function @f the Trzasury Dspartimany

*

snator Byrd. Is thera any cobjsction to that 'chang=a?
Senator Curtis. No objaction.

S2nator Byrd. thout objection, it is aggezd to.

\
\d Mr. Chabot. Expensas of administration anéd opsratihns --

I am not sure that thers rzally is a substantivs disputs,

~

:but a question has arissn bscauss in this ysar's bill +hs

language is diffarent from that of the bill that was: rsporkis
o} pet }
bv ths Sznate Financs Commit*se last vear.

Th2 languagse in this ysar's bill is that *ths trust fund

would bsar not only th2 cost of *he claims, but also zll

\}}

=

”~ [ . - ”
axpsnsas of oparation and administration undsr this part,

i

which is ths Part C program, including thoss of +hs Dsparitmank

of Labor. Now last vzar's bill was precissly ths sam= sxczpt

that it did not havsrthat language, "including thoss of

ths Dzpartment of Labor.” :
¢

2s w= havs unders<ood it, wi Hou* +this languagz, sincs !
)

ALDERSCN REPC TING COMPANY. INC.
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1
thz Part C program is =ssantially administzrzd by ths Labor
=3
2 .
‘I' - Department, ths sxpznsss of opsration would clsarlv includs
3 . . . .
thz Labor Dzpartmant's 2xpensss in racsiving the Part C clainms
4
M and in deciding tha Part C clalms. It would also includs tha
pld L7
o 5 Trzasury D2partment's zxpensss in administering tha trus:
!
w9 fund and in collecting the taxas that go into ths “rust fun .
-~ .
<
& 7 I am raisin 1g the quastion only bscause of this change
& . . . . .
< 83 4 in the languags which has sort of confuszd us as to what is
S g .
g %) intendad.
[
3 - . . .
z 10 . If the commitisz agrsss that the intension is that %hs
- B M trust fund should bzar the costs of both of ths Deparimznts
e feond
S
R that arz involved in administering the program, ths Labor
. ' |
' e 13 Department on the substantivg sids and the Traasury Dsparimant
= g .
j 14 on the tax collaction and monay management sids, then wa
-t i; | » .
o & 151 could work out ths appropriats languags to gat that rasul:.
£
i S .-
= ol Senator Byrd. If that is dons, I think thars should bz
) = | {
. “ 7 & a full accounting of tha administrativs costs,
(3 o - '
i ¥
= 18 Mr. Chabot. I would think that to bﬁ'most appropa}ata.
5 , 4
g 19 Thars is a provision that th=sr2 be an annual repori on ths
o~
= - ‘ . - -
a 0 status and op=sration of thz trust fund, and wa cduld s=+t Fforth
eme 21 1 =zithar in tha statute, or cartainly in the commiittss rapor:, !
’;-'Q—t-*—v— f é
o faa .
f N - M . . « T . x
. it '\< 32 |} +hat *this annual report shoulfk includs spacific information |
3 ; -
i 1
23} as to how much of thasz axpsnses wers *hes adminis<rativs :
i :
24 | and oparational sxpansas as distinguishad from tha =Xp=anssas :
¢ | ;
2 1 of paying out thz claims. L
]
L]

IR 4
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S2nator Byrd. I thirk tha* would bs dasirabl

also psrhaps to rsquirs reporting of thz numbsr o

involved in ths administrative sids.

Mr. Chabot. In additien to thz amoun: of monsy involvad?

Senator Byrd. In addition to the amount of monsy

involvsd, ves,

Mr, Chabot. Czrtainly that could bz dons.

Se2nator Byrd, With thoss provisos, Sanator Curtis

and Sgnator Dole, do you fael it appropriatz for +ths

to bzar thz administrative costs?

Ssnator Curtis., I do., I think ths s+aff'sg rzcommendation

ars good, -

e

Senator Byrd. Without objsction, i:
Mr. Chabot. Thera is orns other point ix th

that I think should bz brough* bzforsz ths committ

discusszd to som= =zxtent at

¢t

the hearings.

s so ordared

th

Unlike last ysar's bill, this ysar's bill providss

LY

that the trust fund is to hava authority, it is

not mandatz

but it has authority, to mikd availabls a systam of insurance

O
H
ok
iy
]
-

iabilitiss of responsibls operatoxs. In

this respsck,

it is going at soms of thz sams problsms that Sanator Hans

proposal provided for. Concarning “hs difficul«:

privats insuranc

)

concludzd *hat J&

e
th
h
p.

-
culty was sufficiszntly gravs,

1,

ALJERSON REPORTING CLMPANY, INC.
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insurancs, in 2ffect in competition with insurarcs companizs,

This was contzmplatzd as a mzthod of in =ffsct having

!

N
[
ja

2 possibility of insuranc=z providzd in this way bz

&)

detsrrant for insurance companiss to establish przmiums as

1)
high as we had bz2zn told in thz subcommitt=za's hzarings

»

bzzn zstablishsd in manv casss.

*

Wh=n this was praessntsd, the Trzasury Deparimant a: thsz

]

hzaring indicated its concs=rn that tha govarnmant, or a%

-
-

3

lsast thes fund, should not bz parmittsd %o =stablish an

insurancs program, and sp=2cific concern was exprasssd thait ths

il

A

trust fund, ths assets arising from ths zarnings and thz *taxsas

that ware d=sign2d for ons part of +hz Part C program should
not be abls to be jsopardized by having +hosz asszts subjzct
to claims on thz insurance’ part, which is rsally dssigned

for a differsnt part of tha program.
[

Iy
73

On2 way in which it appears that vou can ' mast the
objsctivas of.ths Human Resourcas Committas, tha* is, havin
this standby availabls that would caussz the privats insursrs

) ,

4 . s oz
psrhaps to opsratz on a more rzasonabls prsmium basis than

thsy otharwise would and y=t protect thesz asszts, ths %fax

v

ss=ts, would bz to giva aukhority to ths +rus= fund <o

[t

stablish an insuranc=z program, but provida *hat it musz b=

furdad entirsly from pramiums and zarnings on pramiums; in
2ffsct, that thers be a separats accounting; that +hz *ax

monsy in thz trust fund and the sarnings on ths +ax money not

ﬁ! ALDERSON REPCRTING CCMPANY. INC.
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bz availablzs to pay any of thossz claims. So, ths insurancs
program would have to stand completsly on its ovn.
Senator Byrd. I wond=sr if it is nacessary o go that
. ) ’ ¥
far, to have an insurance program? '
Mr., Chabot. As I said, the objectiva of ths Human
Rasources Commitisa was not to mandate such a progran, but o
i *
allow +hz black luzg disabiliiy fund o view the sams problem
that was presanted %o us here beforzs about tha difficulties
of obtaining privats insurancs, and to, in zffect, bs abls to.
step in, if it is necessary, if the probl=sm gsis to bs rnors
widesprzad, if for onz rszason or another paopls do no%t in
substantial numbers usz the trust fund approach of Sznator
Hansan's proposal. If the problam still psrsistz, thsn thar:z
would bz at lzas* soms other alizrnative for coal mins operator
? .
that thz trust’ fund might havsa +h2 possibility of offaring
an insuranca program.
I r=cognizs that thers ars difficultiss, concaptual
and otharwiss, with ths governmant gstting into tha insurancs
businsss; but it would appzar that if you bslisvs that it is
dssirable *to havs this standby authority availabls, at lzast
soms of +hs potzntial problzsms could b= aveidzd by raguiring

that tha* program stand entirsly on its own two fza=z%t and

. )
S22 ruan Sncli

o]

2lv on its own przmiums and whatsvsr sarnings tharz

arz on thosz prs=miums.

. Sznator Byrd. L am nct veryv =nthusiastic about tha conczpt.

ALSERSON RIPORTING COMPANY, INC.
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I just wondsr whaithsr i
tims,

Do=s any mambzr of
on that?
Sznator Moynihan?
Sznator
instincts on this
of‘thskpeople who arzs
w=z should go'that far at

Sznator Curtis., I
should bz explorsd
hzra., I don't think it
Sznator Byrd,
tzmporarily.

dr. Chabot, I
as to the naturs and
remaining itszms that

Senator Byrd.

We won't bz abls o

tharzsfore, concluds

until it is taken up at another meating.

Sznator Dols. Mr.
Sanator Byrd.
Senato?'Dole.

anothar committi=z at

ALDERSON REPORTING COMPANY. IMC.

-

is n=acsssary to go

thz committas havs

mattsr, sir, baforz I would

advising us about *his,

think it is
whan mors
should b=

Yhy don't ws

would +hink tha%x
leval of the tax
arz before
Very well,

dscid= that

Chairman?
Sznator Dols=,
First of all, ir., Chairman, I

9:30 +this morning and was not h=

)
trust =

a matter *that pr

L

[ S

zmbh2rs of

!

conmitia:z
pushed right
+hat

szt

.
ons asids,

R )

’
Barad -
tax matter-today. s

any obssrvation

Moynihan. I would csrtainly trus:t your

hos=z

I den'tit think

obably

axr

)

sir, thank you vary much.

will,

with this particular bill for th:s momsn:

.l -
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considaration of the nomination of Alan olff. Wha

r
[
n
rk
jorgl
b

statz of that nomination?

I don't have any desirs to hold that up, but I am

wondsring, rather than to put a hold on ths nomiration on

the floor, if I could submit questions for Mr. Wolff Lo raspond

to, hopzfully today, so that I will have his answ=ars for

the racord.

4.

We arz vary concarnad about having somsonz in that

organization knowladgeabls about agricultur=. He do=s not havs

a strong background in agriculture, Of coursa, Bob Strauss
testifiad at his confirmation hzaring that hs understood
the important of that. ! N

I guess I just wantad to get Mr. Wolff on racord about
that one item. I have some very difficult qusstions which
I would like to submit to him and have his rssponsz appsar
in the racord.

Senator Byrd. I think the nomination has alrsadv bsen

favorably reported, but I am sure that Mr. Wolff would bs gla

to answar those question. Indeed, I think he should and would

ask vou to submit them,

Senator Dole. I would ask staff to convsey that intersst

——

aa,

. . %e
so that he can raspond quickly and we can movs quickly on
his nomination.

In addition to that, Mr., Chairman, parhaps it is no:

possible to act today with th= numbar of members prssant, bu:

ALDERSCN REPORTING COMPANY. INC.
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tharez 1s an amendment that 4s co-sponsorad by Ssesnator Curtis, ¢

&

which would amand Section 613 of the Trade Act of 1974, which
restricts the amount of governmént crzdits which can bs
2xtendasd to the U.S.S5.R. B2ll w= are trying to do in *his
amaendment is to maks it possibla for =he Commodity Cradit
Corporation to sxiand cradit +o tha Psoplses -Republic of China.

We ars not bringing in the U.S.S.R. or other non-markat

[

. -~
councriss,

I don't know of any controversy about thz amzndmant.
2

I discusmed it with thes Chairman, but I don't know that we

v
can act on it with the number ws haves prasan% now.
Ssnator Packwood. As I understand it, Mr. Chairman,

th

(0

. . y @
rules indicatz that we can act unlsss somabody prassnt
objscts to a lackuof a quorum.

Sznator Byrd. That is corracst.

Ssnator Moynihan. Mr. Chairman, whils I would no*= parsonglly

wish to objact, I fzar I would have +to objsct bzcause I

bglisve Ssnator Ribicoff fesls that +this is an important

matter and he would be happy to hold hesarings on it and

o
2}
m
or
ck
m
3 TN

go dirsctly +o its coansidsration. H

{0

fz=21s *hat it is

that ought to have hszarings, and hs indicatsd that hisg

subcommittesz would bz happy +o havs +hoss hearings. Hz f=zszls

that whilz he’'.cannot bes prassnt’at “his timz,¥this is somz=hin
That would rzquirz a littls mors considsration. . )

ALDERSON REPORTING COMPAMY. INC.
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Sznator Dolz. Evan though it would b=z

N
+o the P=zoples Rspublic of China?
+hink that would bz his

not having his proxy at this +tims, wish

rl

znator Moynihan. Senator, I

viaw, I would not,

a

to say other.

Senator Packwood. Whilz I would be inclin=d to suppor:t

r

Ssna*or Dols's bill, I would join with Ssnator Moynihan

A - R . .
in +this rsquast. Ws have always had a wzry good rzlationship
on this committes, and to -tha sxtent thaz

nobody objzctad

o an item, ws sent it out. But if thers wers svsr any

e
V=

guzstion or rzquast for a Seslay or a hesaring, have always

agrzed to that, and I think wz should continus that practics.
Ssnator Byrd. I think that is appropriatez.
May I ask you, Senator Dols, ﬁoes this not apply to
tha Sovist Union also?
g

Sznator Dolz. Mo, sir..
Sznator Byrd. Did vour original proposal apply to ths

Soviz+ Union?

£

Sanator Dol=a. HNo, not thzs onz that was introducsd,
1 4

In fact, we would makse csrtain in the amendment, if necassary
that it would not under any condition be int=rpr=tsd as o0 &
extz=nd crz=dit to Laos, Cambodia, Cuba, Vizinam, or North

Kor=a.”
Senator Byrd. It doss not axpand *hs amount of cradit
E )
that is alrzady availabls to *ths Sovizt Union, dozs it?

ALDERSON REPORTING CIMPANY. IN
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Dols.

?o.

was considzrsd, I might say.

I have discussed

vary strongly
enator
Seanator
¥

too.
I don't

w3 could have

Sznactor

Ribicoff's int

Sznator

the same category.

with rzfsrencs to ths sugar program, which is goin

-

about

So do 1I.

s

Byrd.

That was onz of th=

this with Sanator Jackson and h

1-82

options that

)

falxt

that portion of any possibls amengimsnt.

Dols. Y=s, and I think thesrs ars many others,

quarrel with havirg a h=aring,

i+t rathsr soon.
lMoynihan.
ension, *o_havs
Dolz. Proba@;y

Thzra has

I am ;

but I would hop=s
. ¥
surz that would b=z S=znator

forthwith.

-
another mattzr would fall into
action

been an administrativsa

to cost

about $240 million, with the bulk of ths payments going to

large growsr ~ procsssors, soms in s=stimatsd sxcess of

$14 million, as *o one growsr-processor in Hawailil,

und=rstand it,

2.1

aAs I

the only way to disapprovs the action would bz

by means of a concurrsnt resolution, which I am now in ths

procsss of trying to draft, to the sffect that we would
disapprove the action or tha dztermination mads by the Prssident
undsr Section 203 of the Trads Act of 1974. . i
. i
I think that may £fall in ths same catsgory. i
Senator Byrd. I think that thers arse other msmbars
of the commititea who ars concernsd with ths sugar mattsr.

s
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Senator Dola. Again, I discuss=d this with ths Chairman.
I Xnow ha is concsrnsd about it. t just ss=2ms Lo soms of us
that there would be a $240 million sxpensz which wohld bz of
little help to the sugar prcBucsrs or ths consumers.

Senator Byrd. Ars you sssking actioﬁ frqm the committas

at this tims?

Senator Dole. Again, I think thsre ars oth=r msmb

m

rs
with a direct intersst in this who ars not hers who probably
should be, such as S=znrator Talmadge and Ss=nator Long.
at

Senator Byrd. Yes, thers ars other members who havs a
direct intesrest and I think it quld be battar if thzrz wers
more members present to consider this than ars hsrs at this

~
momeant. -

Is thare any other businass?

Senator Moynihan. Mr., Chairman, Sanator Ribicoff

would like to be rscorded as having votad agains:t thz Packwood-

Moynihan amendment.

]

Mr. Stern. Mr. Chairmdn, I might miptibn that thar
P 3

will be Trads Subcommities hszarings on Julj‘lB and 14,

3

which will d=al with a whole range of proposals. That is

a

rzally right after the racsss. That might bz th= appropriats
- . .
time to taks this up. i

Ssnator Byrd. Would that b

0

satisfactory to you, ;

i~ Sznator Dols? A
.i.f

M
Hh
[
3
10

Ssznator Dols. That would b

ALDERSON REFORTING COMPANY. INC.
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Thank you vary much.

Senator Byrd. Is thers any furthsr businsess?

(No responsa.)

. Sznator Byrd. If not, this commitizs will stand in

.recess at thes call of ths Chair,

(W1h=zr=zupon, at 12:10 o'*clock .M., thzs committzz
r P

adjournsd, to reconvane upon ths call of ths Chair.)

ALDERSON REPCORTING COMPANY. INC.
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AMERICAN INSURANCE ASSOC[ATION Washington, D.C. 20036
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June 21, 1977

The Honorable Harry G. Byrd
Chairman, Subcommittee on Taxation
and Debt Management

417 Russell Senate Office Building

Washington, D. C. 20510

Dear Chairman Byrd: .

Re: S. 1538, "The Black Lung Benefits Reform
Act of 1977%

The American Insurance Association is a trade association of 147
property and casualty insurance companies whose members write 35 perxcent
of the nation's workers' compensation insurance. The Black Lung Benefits
Act is of particular significance to our member companies because it is
the first Federal law setting standards for the states in the field of
workers' compensation.

We are writing you to express our opposition to the concepts found .
in S. 1656, sponsored by Senator Hansen, which would permit coal operators
to treat contributions to trusts established for the payment of black lung
benefits as ordinary current business expenses and exempt black lung
trust fund income from taxation. The American Insurance Association bases
its opposition on the belief that exempting black lung trust fund income
from taxation and Permitting coal operators to treat contributions to
these funds as ordinary current business expenses would (1) institute a
means by which large corporate entities can manipulate the trust fund
concept in order to realize substantial reductions in tax liabilities, and
(2) establish a dangerous precedent for future legislation designed to
create similar tax shelters for future liabilities related to other
liability systems.

[
Enactment of the concepts found in S. 1656 would institute
a method by which coal operators can manipulate the trust
concept in order to realize substantial reductions in tax
liabilities.

There is no demonstrable need for tax incentives to encourage the
establishment of coal operator trust funds for the purpose of paying black
lung benefits. The Ways and Means Committee Staff Report on the Disability
Insurance Program, July, 1974, states, at page 418:

&

FREDERICK D. WATKINS, CHAIRMAN B. P. RUSSELL, vicE CHAIRMAN MYRON DUBAIN, vICE CHAIRMAN T. LAWRENCE JONES, ertc mgny
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Pr. a

The insurance industry has responded to the neéd for insurance

coverage for the black lung liability. We have received

verification from thirty-seven (37) private insurance carriers

and three (3) state funds reflecting coverages written in each

of the thirty (30) coal mining states on one thousand nine

hundred ninety-five (1,995) coal operators.

~

There is a clear distinction between permitting an exemption from
taxation for accured losses and permitting an exemption for contingent
liability. Presently, the property and casualty insurance industry
receives business expense deduction for benefits paid and for reserves
made on outstanding claims which have not reached final disposition.
The concepts found in S. 1656 would go far beyond this deduction by
permitting payments into an irrevocable trust for future, unforeseen
black lung claims to receive similar consideration as an ordinary current
business expense.

- By allowing a tax deduction for future, contingent black lung payments,
a tremendous potential for manipulation of corporate income subject to
taxation is created. During years in which large profits are realized by
coal operators, large sums could be transferred into black lung trust
funds. Little or no monies could be channeled into the trust funds during
less profitable periods. There will be no correlation between corporate
income and taxation,sand tax deductions will not be based on the present
tax policy of permitting deductions for accrued losses and disallowing
deductions for future, contingent liabilities.

Enactment of the concepts found in S. 1656 would create a
dangerous precedent for future legislation designed to
create similar tax sheliters for future liabilities related
to other compensation systems.

The use of a trust fund mechanism to reserve monies for contingent
liability can be applied to any liability system. Other similar trust
fund mechanisms can be established by an individual who or corporate entity
which wishes to self-insure. Senator Culver has sponsored a bill, S. 1611,
which has been referred to the Finance Committee which would permit similar
deductions for additions to trust fund reserves for the payment of future
product liability losses.

A substantial drain on Federal revenues could result if insureds are
permitted similar business expense deductions for trusts established to
pay damages for other tort llﬁbllltv systems such as medlqal malpractice
and product liability.

- For the abovementioned reasons, we urge that the concepts found in \
S. 1656 not be included in the "Black Lung Benefits Reform Act" as reported
by the Senate Finance Committee. We urge the Finance Committee to consider
the concepts found in S. 1656 as a separate proposal in order te give all
interested parties an opportunlty to present their views.

Sincerely,

James L. Kimble
Associate Counsel
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DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE

NOTE TO: JAY CONSTANTINE

SUBJECT: UTILIZATION CONTROL LEGAL OPINIONS

The General Council's office has indicated that,there is no single,
written, comprehensive memorandum regarding the reduction in federal
payment for non-compliances with section 1903{g). The memoranda which
exist include a four year history of our correspondence with the Comp~
troller General. and Representative John Moss (California) together with
concomitant legal opinions.

The Setretary made his decision based on these documents and significant
oral legal advice from high level officials. Additionally, the June 1
directive for the Comptroller General stating that

"...the certifying officer should not cg%tify the letter ofmecredit
authorizations unless he has a statement from the Secretary or his v
designee that (1) there is on file with the SRS Regional Commissioner
showings required by 45 CFR 250.20, effective July 1, 1975, and (2)

the Secretary or his designee has found them to be satisfactory."

was another essential element in the development of the Secretary's de-
cision,

We are now developing a single, comprehensive statement of the legal back-
ground and reasons for the Secretary's decision. VI expect this will be
completed at the end of this week and I will send it to you fhen.

Best wishes,

Robert A. Derzon

L
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. B-164031(3) June 1, 1976 | o

The Honorable
The Secretary of Health,
Education, and Welfare

Dear Mr. Secretary:

At the request of the Chairman, Subcommittee on Oversight and
Investigations, House Committee on Interstate and Foreign Commerce,
ve have been monitoring the Department's progress in implementing
section 1903(g) of the Social Security Act which became effective
July 1, 1973. The Chairman has asked us te invoke the authority
contained in the Budget and Accounting Act, 1921, as amended (31__
U.S.C. .41 et. seq.), and 31 U.S.C. 82c, to disallow payments for
long-term care in institutions made in the quarter starting Jduly 1,
1976, if States do not submit showings of compliznce as required by
section 1903(g)(1) and Department of Health, Education, and Helfare
(HEW) regulations. PO .

This letter is to advise you of our procedures and to bring to
your attention the inadequacy of past HEW validation reviews under-
taken pursuant to section 1903(g)(2). .

As you are aware, utilization review is the system used to
determine the appropriateness of care provided and to identify and
avoid overutilization of medical services. The original utilization
review requirements were added by the Social Security Amendments of
1967 which added section 1902(a)30, effective April 1, 1968. This
section required that each State Medicaid plan provide for utiliza-
tion review systems to safeguard against unnecessary use of medical
care and services and to insure that payments are not in excess of
reasonable charges consistent with efficiency, economy, and quality
care. -

UTILIZATION REVIEW REQUIéEMENTS OF THE
SOCIAL SECURITY AMENDMENTS QOF 1972

Section 1903(g) of the Social Security Act was added to that act
by section 207 of the Social Security Amendments of 1972, Public Law
92-603, 86 Stat. 1379. As enacted, section 207 is entitled "Incentives
for States to Establish Effective Utilization Review Procedures Under
Medicaid.#0rfe Hurpose;of cthe section is to provide disincentives to g

-

»
-~
(24

EM-52

. 1608010001 HiD-76-137




oo s e PR R R R T
-

|
;
|
i
i
E
E
’-.

.

- by a physician;

[} ~ ®

discourage ﬁnnecessary prolonged stays in institutions. House Report
92-231, 92d Cong., 1st sess. 15 (1971). )

As we have stated in numerous letters to the Chairman, Subcom-
mittee on Oversight and Investigations, House Commiti{ee on Interstate
and Foreign Commerce (see our letters of July 3, 1975, January 26, 1976,
and April 7, 976, B-164031(3), copies of which have already been fur-
nished to you), the statute provides for a reduction in certain Federal
Medicaid payments to the States unless.they are able to demonstrate
that they have in operation an effective plan of utilization review, as
set forth in the statute. Unless the Secretary of HEW is satisfied by
the Btate's showing that it has adequate utilization review procedures
in effect, the Secretary has no choice but to impose the reductions set
forth in section 1903(g). v

Section 1903(g)(1) provides generally that after an individual has
received care as an inpatient in a hospital, skilled nursing facility,
or intermediate care facility beyond 60 days or in a hospital for menfal
diseases beyond 90 days during any fiscal year, the Federal medical ~
assistance percentage with respect to amounts paid for any such care
furnished thereafter in the same fiscal year "shall be decreased" by
33-1/3 percent. This section provides further that the reduction shall
take place unless the State agency responsible for the administration P
of the plan makes a.showing satisfactory to the Secretary of REW with
respect to each calendar quarter for which t@ State submits a request
for payment of the full Federal assistance percentage for such addi-
tional services that there is in operation in the State an effective
program of control over utilization of instituticnal services.

Under the statute, State showings must include evidence that:

"(A) in each case for which payment is made under the State
plan, a physician certifies at the time of admission, or, if

“ later, the time the individual applies for medical assistance
under the State plan (and recertifies, where such services
are furnished over a period of time, in such cases, at least
every 60 days, and accompanied by such supporting material,
appropriate to the case involved, as may be provided in regu-
Jations of the Secretary), that such services are or were
required to be given on an inpatient basis because the
jndividual needs or needed such~services; and

*{(B) in each such case, such services were furnished under
a plan estabiishid and periodically reviewed and evaluated
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“(C) such State has in effect a continuous program of review .
of utilization pursuant to seekion 1902(a)(30) whereby the
necessity for admission and the continued stay of each patient
in such institution is periodically reviewed and evaluated

_ {with such frequency as may be prescribed in regulations of
the Secretary) by medical and other professional personnel
who are not themselves directly responsible for the care
of the patient or financially interested in any such in-
stitution or, except in the case of hospitals, employed by
the institution; and ‘ ,

"(D) such State has an effective program of medical review

of the caré of patients in mental hospitals, skilled nursing -
facilities, and intermediate care facilities pursuant to
section 1902(a)(26) and (31) whereby the professional manage-
ment of each case is reviewed and evaluated at least annually
by independent professional review teams."

HEW REQUIREMENTS FOR IMPLEMENTING ™
SECTION 1903(g)(1)

d

The former Commissioner of the Medical Services Administration issued
an Information Memorandum dated June 8, 1973, to State agencies administers
ing approved medical assistance programs, advising them of their utiliza-
tion review responsibilities in connection with the Social Security ™
Amendments of 1972. This memorandum stated that "a satisfactory showing®
by the State that it meets the requirements of section 207 of the Social
Security Amendments of 1972 must be evidenced by a certification to that
effect by the head of the State Medicaid agency each calendar quarter.

The Acting Administrator of the Social and Rehabilitation Service
(SRS) issued an Information Memorandum dated August 22, 1974, to State
agencies administering approved Medicaid plans, advising them of the
requirements, timing, methods of the.onsite review, and the criteria for
the Department's validation of State adherence to section 1903{g). This
memorandum stated that: ) ) .-

"To avoid imposition of the 33 1/3 percent reduction in
FFP (Federal Financial Participation) for patients in
jnstitutions over 60 or 90 days, at the beginning of each
quarter the State must submit to the SRS Regional Comm’is-
sioner a showing that it has in place an effective system

- of control over utilizatien of institutional services.
Until further notice, a statement from the State agency
responsible for the aduinistration of the plan that it
meets the * * * UC (Utilization-Control) requirements is
acceptable as a satisfactory showing * * * 4

~ ‘ _3_
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Federal regulations (45 CFR 250.20), effective July 1, 1975, state
in part that: o

"the Federal medical assistance percentaae with respect to
amounts paid for any such care furnished thereafter to such
individual in the same fis¢al year shall be decreased
33 1/3 percentum unless the State agency responsible for the
“administration of the plan makes a showing satisfactory to
the Administrator that, with respect to each calendaw quarter
for which the State submits a request for payment at the full
Federal medical assistance percentage for amounts paid for -
inpatient hospital services (including tuberculosis hospitals),
skilled nursing facility services, or intermediate care facil-
ity services furnished beyond 60 days, or for inpatient mental
hospital services furnished beyond 90 days, there is in opera-
tion in the State -an effective program of control over utili-
zation of such services.
(1) A satisfactory showing must be made by the State, in
the form prescribed by the Social and Rehabilitation Service,
that there is in operation an effective program of control
over utilization of institutional services provided.under the
plan which complies with the reguirements of 250.18, 250.19,
250.23, and 250.24. Such a showing must be made for each .
calendar quarter for which the State reguests Federal finan-
cial participation at the full Federal medical assistance
percentage for payments for institutiqnal services.
(2) The showing must include a description of the
methods used for assuring that records are available wnich
show the number of days each individual has received insti-
tutional services, and such other information, records or
data as may be required by the Administrator.”
CERTIFICATIONS NOT CBTAINED e = A )
ON A ¥IMELY BASIS - ) . ’ . T
On November 20 and December 17, 1975, we visited HEW regional offices
in Region V (Chicago)and Region IV (Atlanta), respectively, and determined
that from 1 to 6 of the 10 required quarterly certifications (fiscal years
1974 and 1975 and the first two quarters of fiscal year 1976) were not in
the regional office files for 13 of the 14 States in these regions. lihen
we-brought this matter to the attention of the SRS staff they directed
each of the 10 HEW regional offices to determine whether certifications
were missing and, if sog to obtain the missing certifications from the
States. The HEW regiongl office staffs determined that rlany State
certifications were not in the regional office files and took action to
obtain the missing.certifications.
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INADEQUATE SHOWINGS

Current HEW regulations require that, effective July 1, 1975, the
States' quarterly showings must include a description of the methods
used for assuring that records are available that show the number of
days each individual has received institutional services.

This provision was apparently added to require information on the
availability of records to compute the reduced matching payment for
long-term institutional care and would not in itself provide enough
additional information to improve the bdsis on which HEW makes its
findings of compliance. Nevertheless, certifications covering quarters

4

*after July 1, 1975, which do not contain the information may not be

accepted as satisfactory showings. :

Your letter of March 31, 1976, tc the Chairman, Subcommittee on
Oversight and Investigations, House Committee on Interstate and Foreign
Commerce, stated that you were in the process of revising the require-
ments for State quarterly certifications and showings, which will be
effective for the period April 1-June 30, 1976, andsthat you anticipate
receiving the revised certifications for that quarter during July ]976.

On April 8, 1976, during hearings before the Subcommittee, you
acknowledged that some showings submitted by the States have been inade-
quate but that the required reductions to the Federal matching payments
had not been made.

We 'believe that the statute and legislative history are quite clear
in requiring that you reduce Federal matching payméents unless States
have made a satisfactory showing to you of compliance with the utiliza-
tion review requirements. Without such showings, it is our opinion that
full Federal matching payments are not authorized, and this is to inform
you that in accordance with our statutory responsibilities under the
Budget and Accounting Act, .1921, as amended, we will disallow Medicaid .
payments for long-term care in institutions made in the quarter begin-
ning July 1, 1976, to those States that have not submitted the required
certifications and showings which are satisfactory to you of compliance
with the utilization review requirements. ; :

Because the statute relates the required quarterly showing to a
State request for payment, exception will be taken to those letters of
credit certified to the Department of the Treasury that are issued as
a result of a State Quarterly Statement of Expenditures when such a
statement is not supported by the required certifications and showings
of compliance with section 1903(g)(1). This approach is based on our
understanding of the procedures followed to provide Federal financial
participation in State Medicaid costs which are as follows. ‘

3
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'HEW advances funds to the States to pay Medicaid costs based on
outstanding award authority. The award, in turn, is based on the State

.Quarterly Estimate of Expenditures (form SRS-DFM-65) as adjusted.

HEW liquidates advances to the States for quarterly Medicaid expendi-
tures based on the submission” by the States of their Quarterly Statement
of Expenditures (form SRS-OA-41). For the purpose of 1903(g)(1), this
statement will be deemed to represent the "request for payment" for .
which a satisfactory showing must be submitted. This statement is due
in the HEW regional office 30 days after the end of a quarter. The
SRS Regional Commissioner is required to determine the allowability of
a State claim for expenditures and forward his decision and supporting
material to the Division of State Grants Administration by the 45th day
following the end of the quarter. The Division reviews the data sub-
mitted by the Regional Commissioner, makes any adjustments considered

‘ necessary, and computes the grant award (form SRS-DSGA-3 or 4). Copies

of the grant award are sent to the region, State, and the SRS Division
of Finance. ’ .

The Division of Finance records the award as an obligation and
records the award on the letter of credit control register to maintain
the .amount of the State undrawn award balances. . The authorized SRS
certifying officer or the authorized certifying officer of the Depart-
mental Federal Assistance Financing System signs a letter of credit
(standard form 1193) to authorize a monthly deposit to the account of
the State at the Federal Reserve hank. The certifying officer certi-
fies to the Treasury that the payments are correct and proper for
payment. - - .

For letters of credit authorizations which are prepared based on
Quarterly Statements of Expenditures submitted after July 1, 1976, the
certifying officer should assure himself that appropriate reductions
have been made to Medicaid long-term payments for States which have
not submitted required showings of compliance with section 1903(q). .
The first Quarterly Statement of Expenditures required to be submitted
after July 1, 1976, will be due July 30, 1976, and will be for the
period ending June 30, 1976. If such reductions have been made he
may certify the letter of credit authorizations. '

If such deductions have not been made the certifying officer should
not certify the letter of credit authorizations unless he has a state-
ment from the Secretary or his designee that (1) there is on file with
the SRS Regional Commissioner showings required by 45 CFR 250.20,
effective July 1, 1975, and (2) the Secretary or his designee has found
them to be satisfactory. .
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If no deduction has been made and these requisite statements are
not provided, the certifying officer should seek an estimate of the
.required reduction from the Secretary or his designee and reduct~the

Tetter of credit authorization by that amcunt.

Finally, absent all of the above, the certifying officer Should
make a provisional deduction from the letter of credit authorization
of 15 percent of the expenditures for skilled nursing facilities and
intermediate care facilities shewn on form SRS-0A{OF#)41.9 which is ‘
required to be filed with the form SRS-0A-41 and certify for payment ’
only %he remaining balance. This provisional deduction will be sub-
ject to adjustment on the basis of later calculation of the precise ’
amount igvolved. v C

The letters of credit certified to the Treasury without appropri-
ate reductions or evidence of assurance as outlined above will be
subject to a formal disallowance by our Office. The amount of the
disallowance will be estimated based primarily on the expenditures
for skilled nursing facilities and intermediate care facilities shown
on form SRS-0A(OFM)41.9. .

VALIDATION SURVEYS

In addition to the guestion of comﬁiiance with section 1903(g)(1),
we believe that HEW's implementation of the validation survey require-
ments of section 1903(g)(2) needs to be improved.

Section 1903{g)(2) of the statute provided for validation reviews
by the Secretarpyof HEW. Specifically, this section provided that:

“(2) The Secretary shall, as part of his valication
procedures under this subsection, conduct sample onsite
surveys of private and public institutions in which re-
cipients of medical assistance may receive care and- -~ -— v ——
services under a State plan approved under this title, -
and his findings with respect to such surveys (as well
as the showings of the State agency required under this

. subsection) shall be made available for public inspection,”

-

SRS conducted its first validation survey from October to December * ;
1973 to evaluate the effectiveness of State utilization review systems ;
in effect during the first half of fiscal year 1974. The results of
that survey are presented in the.following table
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Number of States

Statutory requirement not in compliance

Physician certification . 9.
Physician recertification. 32
Plan of care ) 15
State system c¢® facility
utilization review 26
Medical review by State . 11 ,

. On January 24, 1975, the Administrator, SRS, informed us that SRS
had 1imited capability with respect to validating the effectiveness of
State jnstitutional utilization review systems in 1973. He stated that
the 1973 evaluation was a preliminary sampie of State systems to allow
SRS to refine its technigues for evaluating State compliance. Accord-
ing to the Administrator, SRS did not penalize any State as a result
of this sample because SRS criteria for compiiance was not specific.-
However, SRS obtained commitments from States to improve their systems
wnen evaluations disclosed problems. ‘ ‘

SRS conducted a second evaluation from July to September 1974 to
evaluate the effectiveness of State utilization review systems in
effect during the last quarter of fiscal year 1974. The results of the
survey are presented in the following tabl®,

Number of States.

Statutory requireﬁent not in compliance

Physician certification -5
Physician recertification Lo 7.
- Plan of care . 6
State system of facility -
utilization review . 23
Medical review by State 5

On March 14, 1975, the Administrator, SRS, asked the Assistant
General Counsel for Human Resources to approve a proposal prepared by
the Utilization Control Division which provided for reductions in pay-
ments to 10 States for noncompliance with section 1903(g). The Assist-
ant General Counsel informed the Commissioner on April 3, 1975, that
the proposed penalties presented various problems, one of which was
that thie percentages calculated to determine compliance were totally
unreli®le. '

On June 17, 1975, the Commiss{oner and the Associate Administrator
for Management, SRS, sent a joint memorandum to the SRS Regional Commis-
sioners requesting the regional staffs to recompute the utilization
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control data that was gathered during the survey of" the last guarter
_of fiscal year 1974 using the methodology included in the memorandum.
This memorandum asked that the recomputation be made because of dis-
cussions with HEW's Office of General Counsel.
During August 1975, the regional office recomputations were pro-
vided to the Utilization Control Division for its review. On August 27,
1975, the Commissioner forwarded his recommendations to the Administra-
tor for reductions to 11 States, including 7 of the original 18, for
noncompliance with section 1903(g). On September 10, 1975, the Adminis=-
trator requested that the General Counsel review the legal sufficiency
of the utilization control data and the Commissioner's recommendations
for reductions. ' :

By memorandum dated October 24, 1975, to the Department's Acting
Deputy General Counsel, an HEW attorney pointed out, as his preliminary ,
findings, many technical and legal problems in the recalcuiated utili-
zation control date for fiscal year 1974. The attorney then spent
4 weeks during October and November 1975 reviewing the utilization
review data for the last quarter of fiscal year 1974. By memorandum
dated December 19, 1975, the Acting General Counsel, HEW, informed B
you of the many deficiencies identified in the data. S '

During vour testimony of January 26, 1976, before the Subcommittee
on Oversight and Investigations of the House Committee on Interstate and
Foreign Commerce, you stated:

(1) A reduction for noncompliance with section 1903(g) for fiscal
year 1974 could not be made against any State because of the
unreliability of the SRS survey and :

(2) A new survey was planned to commence in March 1976, to deter-
mine State compliance with selected aspects of utilization
. control during fiscal year 1975. _ .

The Acting Director of the Utilization Control Division informed
us that the validation survey of fiscal year 1975 compliance was
scheduled to start at the end of May 1976. An initial planning session
for the validation survey was held on April 6-8, 1976, and a final
training session to discuss the validation survey was completed on
May 20, 1976. He stated that the States and jurisdiction¥ have been
asked to prepare and submit certain data to the regional offices so
that the validation surveys can start in the States by late July.

-
-~
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CONCLUSIONS

w

HEW has not received required certifications of compliance with
section 1903(g)(1) from all States. HEW has not reduced long-term
care payments as required, even though States have submitted inade-
quate certifications or failed to send in any certification. Accord-
ingly, we are advising you and the Secretary of the Treasury that we.
will disallow payments made in the absence of the recuired showings
for Quarterly Statements of Expenditures submitted on or after July 1,
1876. He will invoke the authority contained in the Budget and '
Accounting Act, as amended, and the provisions of 31 U.S.C. 82c by

"holding responsible the appropriate accountable officer or officers

of the Government in the event they make payments for 1ong-term

care whi*h'’have not been supported by required showings of compliance ,
and a statement by the Secretary or h1s designee that these showings -
are satisfactory.

We recognize that the mere certification required to be submittéd
by the States does not assure compliance with section 1903{g)(1).
Accordingly, we believe that it is imperative that you exercise your

responsibilities to make more timely and meaningful validation reviews

as required by section 1903(g)(2) to assure State compliance with the
utilization contreﬂ requirements. : y

Copies of this-letter have been sent to appropriate congressional
committees, the SRS Regional Comsts1oners, the Governors of the States
and jurisdictions, the appropriate HEW cert1fy1ng officers and the
Secretary of the Treasury.

Sincerely yours,

/11{44

ACTING Comptrol]er Genera1
of the United States

)
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U.S. DEPARTMENT OF LABOR

OFFICE OF THE ASSISTANT SECRETARY FOR EMPLOYMENT STANDARDS
WASHINGTON, D.C. 20210

JUN 2 1 1977

Honorable Harry F. Byrd
United States Senate
Washington, D.C. 20510

Dear Senator Byrd:

This letter is for the purpose of clarifying cost estimates
related to S. 1538--the Black Lung Reform Act of 1977.

As you noted at the hearing on Jgne 17 befofe your
Subcommittee, the original cost estimates provided by the
Congressional Budget Office and the preliminary estimates
made by the Department of Labor differed markedly in several
respects. After discussion with the Congressional Budget
Office, the¥Department of Labor has recalculated its esti-
mates for the 5-year period--Fiscal 1978-1982. For purposes
of these estimates the annual average benefit for miners and
their survivors is assumed to be $3970 in Fiscal Year 1978
with 5% increases in subsequent years. In addition, all SSA
claims found eligible under the provisions of this bill will
be paid benefits retroactive to January 1, 1974, Department
of Labor claims found eligible under this bill will receive
retroactive benefits based on their year of filing under
Part C (no earlier than January 1, 1974). For retroactive
benefits back to 1974, as of October 1, 1977, the award is
$12,800.. For benefits back to 1975 the award is $9,820 and
back to 1976 it is $6,400. It is assumed that 30% of the
claims filed under this bill will be completed in 1978, 40%
in 1979 and the backlog eliminated in 1980.

Section 2(b)

This provision would expand the definition of "miner”
and add 500 potential beneficiaries. The estimated cost
is $5.8 million.

Section 2(c)

Under this section, the Secretary of Labor will
promulgate new regulations regarding total disability.
These standards may not be as liberal as the interim med-
ical standards in certain respects. The exact effect of
the new standards is difficult to estimate since they have
not been developed. However, it was previously estimated
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that the impact of applying the interim standards to claims
denied by DOL would increase the DOL approval rate from

the current 7% to 37%, a difference of 30%. Based on the
assumption that the impact of the new standards will be
somewhere between the current and interim standards, we )
estimate that at least 15% of the £laims denied by DOL will **
be approved under this provision. We have also used the

same 15% assumption in relation to new claims that will be .
filed through 1982. Since the SSA population was denied
under the interim standards, it is assumed that the only ®
impact of this provision on that group would be caused by

the passage of time and the progression of ill health.
Therefore, to take account of these factors, it was esti-
mated that 5% of denied claims would be approved. Based on
these assumptions of the new beneficiaries, 24,200 will come
from the 258,000 denied claimant population under Parts B

and C and 7,500 from the estimated 54,000 new filings through
1982. The total cost is estimated to be $800.5 million.

Section 3

This section provides for the elimination of offsets to
workers' compensation benefits for the black lung prograi.
Based upon Social Security estimates, this would affect ap-
proximately 3,300 beneficiaries and would increase costs only
under Part B. Therefore, this provision will have no effect
on efther the Trust Fund or operator liability.

Section 4 . 1
t

This section requires the review of all claims denied
solely because the miner was working and prohibits the denial
of those claims solely on that basis. This provision, in and
of itself, will not increase the approval rate. Claims that
are determined to be approvable based on this review are
counted in other sections which provide the basis for their Fy
approval.

Section 5

This section provides that the Secretary of Labor shall
accept the opinion of a board-certified or board-eligible
radiologist with regard to the reading of a chest X-ray.

Our initial estimate was based on various assumptions gained
from current experience with reading and reviewing X-rays.
However, theLSecretary will be given new authority under this
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bill to establish me!ﬁcal standards for testing and the

ghepartment plans to make a concerted effort to provide op-

sortunities for physicians to obtain specialized information
‘4nd guidance regarding the diagnosis of pneumoconiosis. We
have therefore revised our estimates to take these factors
into consideération. In addition, it is assumed that all
X~rays will be read by radiologists. Within these parame-
ters, the number of positive readings will ¥ significantly
lower than assumed in our previous estimate. On the other
hand, it is assumed that the number of positive readings by
these radiologists will be slightly higher than is our cur-
rent experience utilizing expert readers. Based on these
assumptions, we estimate that 2% of the DOL denied and new
claims and 5% of the SSA denied claims will be approved. The
total number of new beneficiaries will be 8500--7700 from the
denied and pending DOL and SSA populations and 800 from new
filings. The total cost is estimated to be $250 million.

Section 6

This section both establishes the trust fund and clar--
ifies the conditions under which an operator can be found
liable for claims. Although identification of responsible
operators will be facilitated because of this section, the |
establishment of the January 1, 1970 employment cutoff date
will significantly decrease the number of claims for which a
responsible operator wil® be sought. Under the current law,.
it is estimated that responsible operators can be identified
in 30% of approved claims. The cutoff date will reduce this
percentage to 20% in 1978 through 1980. The additional cost
to the trust fund due to this provision will be $11.3 million.

Seq&ion 7 (b) - ’

A

This section provides for an entitlement for widows of
miners who worked 25 years in the mines-—prior to June 30,
1971. Data on DOL denials have shcwn that 17.4 percent have
alleged 25 or more years of coal mine employment. Applving
this percentage to both the DOL and SSA widow denial popula~
tions, it is estimated that 3500 DOL s¥vivor claimants and
5100 SSA survivor claimants will be allowed under this
provision. Because the 25 years must have occurred before
June 30, 1971, the percentage applied to new claims was sig-
nificantly decreased to 5% of the prospective widow claimants,
resulting in an estimated 500 beneficiaries. The total cost
of this provision is estimated at $176.9 million.

L




Section 7(i)

This section authorizes $10 million each year for
black lung clinical facilities. Thus, the total for the
5-year period is $50 million. .

[

, Section 8 2§

This section authorizes the Secretary of Labor to
establish necessary field offices to assist claimants

with filing and processing. The total cost is estimated
to be $14.8 million.

Total Costs oy

The incremental costs of the provisions of the bill
for the 5 years from 1978 through 1982 is slightly over
$1.3 billion. This amount does not include estimates of
increased administrative costs as a result of this bill.
{Our preliminary estimates indicate that the administrative
costs will range from $15 to $20 million per year. These
costs will include the review of pending and denied cases
and transfer of cases to the Department of Labor from the
Social Security Administration.) In addition, there is a
current program cost of $181.3 r%llion over the S5-year pe-
riod, a proportion of which will have to be assumed by the
trust fund. Of the total of nearly $1.5 billion, respon-
sible operators will assume costs totalling $324.3 million.

Thus, the amount the trust fund w111 be responsible for
will be close to $1.2 billion.

7 i i
d@ﬁgld Elisburg
Assistant Secretary

[ ]
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Cost Estimates of S.1538%
(in millions)

-~

Lol

Total
) S-year
1978 1979 ¢ 1980 1981 1982 Costs
*

Section
2(b) ~ Definition of Coal Miner $ 0.3 $ 1.3 $ 1.3 5 1.4 $ 1.5 5 5.8
2(¢c) *~ New Medical Standards :

Set by DOL 105.1 197.6 266.2 112.9 118.7 800.5™

LN '
5 - Limitation on X-ray Rereadings 36.0 69.1 76.9 33.4 34.6 250.0
‘6 ~ Date of Last Employment for
==  Individial Operator Liability 3.4 3.8 4.1 0.0 0.0 11.3
“I(b) - 25 year presumption’ for
o survivors 24.9 47.86 61.7 21.2 21.5 176.9
(1) ~ clinical facilities 10.0 10.0 10.0 10.0 10.0 50.0
., ' " k.
8* - Establishment of DOL’ Field
o Offices 2.6 2.8 3.0 . 3.1 3.3 14.8
Total New Bikl Costs $182.3 5332.2 ) $423.2 ¢ $182.0 $189.6 $1,309.3
Mlirrent Law Costs 34.3 38.8 40.2 34,0 34.0 181.3
‘ wr

dPerator Liability ~40.2 ~70.9 -89.2 ~60.9 -63.1  -324.3
3
Total Trust Fund Costs 176.4 300.1 374.2 155.1 160.5 1,166.3

» ) [ X
*Does not include increased administrative costs which would result from this bill
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DEPARTMENT OF THE TREASURY '
WASHINGTON. [2(: 20226

ASSISTANT SECRETARY : )

Dear Mr. Chairman:

At the hearing on June 17 on S. 1538, the Black Lung
Benefits Reform Act of 1977, Senator Hansen mentioned his
interest in associating S. 1656, which he introduced on June 9,
with the black lung legislation. Since Senator Hansen's bill
was not on the agenda for the hearing, wg, had not reviewed it
.before the hearing, but upon subsequent examination the Treasury
Department recommends that Senator Hansen's bill¥not.be added to
or associated with the black lung legislation.

S. 1656 provides for the exemption from income tax of the
income of a trust set up by any person to satisfy his llablllty.
for benefits under the Federal black lung program in. the case of
claims filed on or after January 1, 1974. As Senator Hansen
pointed out when he introduced the bill, this is an exemption
for a self-insurance fund of a mining company.

Paymeﬁ%s to any type of self-insurance fund are not now
Geductible for income tax purposes,.only the benefits paid out
by the self-insuyrer. This rule was #odified when the Internal
Revenue Code of 1954 was enacted, but the 1954 revision was
reversed in 1955, The 1954 legislation,provided that taxpayers
could deduct a reasonable addition to reserves for "estimated
expenses,” that is, expenses which are attributable to the in-
come of the current year but, absent the reserve, would be deduct-
ible in a future year. The reversal of the 1954 legislation re-
sulted from the fact that it soon became apparent that the new
deduction would cause a revenue loss greatly in excess of that
originally estimated while there also would be exten51ve liti~
gation as to the reserves that“could be maintained.

Senator Hansen's bill is quite narrxow in scope relative -
to the 1954 law which was to be applicable to all businesses for
any type of expense meeting the delayed payment concept set forth
in the law. But Senator Hansen's bill was introduced the same
day that Representative Whalen of Ohio introduced H.R. 7711 to
provide an exemption for self-insurance trusts set up to pay
product liability claims. Since the availability and cost of
several types of insurance, not only for black lung compensatlon
and product liability, has become a matter of concern in recent

‘ years, the passage of one or both of the above—menuioned bills
1nsurance resérves. And thls in turn, would raise the questlon
as to why the broader reserve deductlon provision originally in
the 1954 Code should not be reinstated. °

.
L et i




In the view of the implication for tax policy of Senator
Hansen's bill and the problems inherent in implementing a
deduction dependent upon actuarial assumptions, we recommend
that S. 1656 not be made part of or associated with the black
“Iﬁﬁg tax program. Any action looking toward the possibility of
rev:slng the tax treatment of self-insurers requlres a full
review of the scope of possible self-insurancé programs,. “the
relationship of a deduction for self-insurance to other.
deductions for reserves for estimated expenses, and the revenue
implications of any such change. B

) Slncefely,
L S,
. A Qf“’
Donald C. Lublck v

Deputy Assistant Secretary

The Honorable ¢
Senator Harry F. Byrd, Jr. .
Chairman, Subcommittee on Taxation
and Debt Management
Committee on Finance
Room 417 -
Russell Senate -Ofc. Bldg,
Washington, D.C. 20510
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CONTINUOUSLY CERTIFIED FACILITIES (4/1/76 - 3/31/77) AND
NUMBER OF PERIODIC ON-SITE INSPECTIONS NOT PERFORMED

[
Srues DArSIoEr NOT Eﬁa'ii’é . NOTQZUI&W) NOT S
STATE C TACILITES-SNFS RWD-. ks RU¥B- MHs  RYBwiviewes & -
Alabama 174 0 21 g 0 o
“Alaska R 8 0 12 1 1 0 -
. Arizona ) NO PROGRAM ' _
Arkansas 83 0 123 Q 3 .0
California 1,150 166 360 21 33 25 —
7 Colorado ' 143 10 36 1 2 0
Connecticut 199 0 56 0 7 0
Delaware : 11 0 21 -0 1. 0
District of Columbia 8 0 8 0 0 0
Florida 248 0 107 0 4 0
Georgia ' 223 0 262 0 0 0
Guam 1¢ O 0 0 0 0
Hawaii 21 0 12 0 0 0 -
Idaho ¢ 50 0 58 0 0 0
I11inois 337 i o 475 0 18 0
Indiana 126 1 385 0 I e b
Towa 12 1 405 36 0 0
Kansas 48 - {0 334 13 3 0
Kentucky 80 0 112 0 4 0
Louisiana 13 0 198 0 2 0
Maine . - 18 0 134 0 0 0 '
Maryland 101 7 121 12 4 Q
Massachusetts : 222 52 493 46 10 4
Michigan 311 19 268 254 - 15 ]
Minnesota 252 0 544 0 10 0
Missouri 85 35 136 21 8 0
Montana - 72 6 13 0 0 0
- Nebraska 29 ¢ ] 218 4 2 0
Nevada 18 0 18 0 0 0
New Hampshire 21 0 61 0 1 0 s
New Jersey 212 1 213 1 6 0
New MeXico - 3 0 34 0 0 0 [
New York 531 168 255 31 39 0 b
North Carolina 109 2 112 2 4 0 |
North Dakota 50 50* 25 0 2 AN b
Dhio 332 183 378 207 18 18- -
Oklahoma 3 0 349 0 3 0 |
Oregon - 42 0 146 0 4.0 4
Pennsylvania 388 17 171 9 20 2

*  State conducted all inspections without physicién being on-site

[ 1Y
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Rhode Island 49 0 95 0 1 0 .
- South Carolina 80 0 59 0 1 0
South Dakota 56 0 103 0 0 0 € .
, Tennessee : 23 6 180 37 4 0 )
Texas 195 0 745 0 0 0 *
Utah e L 36 0 , 03 0 « 2 0 -
Vermont 21 0 44 0 2 0
Virginia 36 0 125 0 4 0
" Washington , 245 0 285 0 2 0
- West Virginia 29 0 30 0 0 0
Wisconsin 322 0 171 0 25 4
Wyoming 20 0 26 0 - 0 o
NOTE: Source~of Information-- States' Quarterly Showing Submittal

for Quarter Ending 3/31/77.°

Sa%




