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EXECUTIVE' COMMITTEE MEETING
FRIDAY, OCTOBER 16, 1987

U.S. Senate

Committee on Finance
Washington, D.C.

The meeting was convened, pursuant to notice, at
10:08 a.m. in Room SD-215, Dirksen Senate: Office Building,
the Honorable Lloyd Bentsen: (chairman) presiding.

Present; Senators Bentsen, Matsunaga, Moynihan, Baucus,
Boren, Bradley, Mitchell, Pryor, Riegle, Rockefeller,v
Daschle, Packwood, Danforth, Chafee, Heinz, Wallop, and
Durenberger.

.Also present: Mr. Bill_Wi;kins,.Sgaff Direqtor.and
éhief Coﬁnséi; Mé; Maf& McAQliffé; Chiéf of Staff, Minority;
Mr. Jim Gould, Chief Tax Counsel, Majority; Mr. Randy
Hardock, Tax Counsel, Majority; Ms. Anne Weiss, Professional
Staff/Health; Mr. Randy Weiss, Joint Committeé on .

Taxation; Dr, Marine Weiss, Chief Analyst for Health and
Human Services; Messrs. Ed Mihalski, Deputy Chief of Staff,
Minority/Chief Healtp Analyst; Joe Humphreys, Social Welfare
Professional Staff; John Colvin, Chief Tax Counsel, Minority;
and frank Cantrel, Tax Counsel, Minority.

Also present: Messrs. Don Chapoton, Deputy Assistant
Secretary for Taxation, Department of the Treasury; Dennis
Ross, Tax Legislative, Counsel, Department of the Treasury.
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Also present: Dr. Don Muse, Congressional Budget
Office; and Ms. Patricia Knight, Deputy Assistant Secretary

for Legislation (Health), Department of Health and Human

Services.

(The press release announcing the meeting follows:)
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The Chairman. This hearing will come to order. Please
cease conversation, and please take your seats.

We are presenting to the committee this morning a
package of appropriation cuts, spending cuts, revenue
raisers that will meet the chavge to this committee of
meeting some $11 billion $600 ﬁillion in the way of
reduction of the deficit and the budget.and trying to meet
the reconciliation deadline that is on the 19th.

In turn, if it is passed successfully out of this
committee, it will be given to the Budget Committee; and
ve will have complied with our part of it.

It has obviously not been an easy process. It has taken
a substantial amount of time,

I would like to ha&e us start through the revenue
raisers and hit the high points of those, Obviously, if
any member has any-question concerning them, of course, do so.

Senator Packwood. Mr. Chairman, I have a series of
questions I would like to ask the staff, but I would be happy
to defer them until they go through the explanaticn of the
package; but I will need maybe 10 to 12 minutes to ask them
a series of questions.

The Chairman. ‘Thaﬁ will be fine, and I am sure there
will be many questions that will be asked of the staff
concerning the revenue raisers and the cuts that have

been taken. Perhape,,COnsidering what you have said, Senator,

Moffitt Reporting Associates
(301) 350-2223




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

4

maybe it is better that we go all the way through these and
then we begin to aék some qugstions.

Senator Packwood. All right.

The Chairman. So, let's start with the revenue raisers,
Randy.

Mr. Weiss. Mr. Chairman, the revenue raisers begin on
page 1 of the document. The first one is to repeal the
completed contract method, In last year's bill, you
repealed it to the extent of 40 percent; this would go to
100 percent and require that all long-term contracts be
treated under the percentage of completion method, rather
than the completed contract method.

Oﬂ page 2 is an item to repeal the vacation pay reserve,
which would requige that employers deduct amounts of vacation
pay only when they pay it or if they pay it in the first two
and half months ofvthe following year.

The third item deals with installment sgles on page 3,
and under this propdsal, there are several components. For
dealers, the installment method would be repealed. For
nondealersr—SOvcalleg casual sales~-the proportionate
disallowance method that you adopted last year would be
repealed, with several restrictions, first of all that a
transaction where there was a pledge or a wraparound, it
would still be subject to disallowance of the installment

method, and also to the extent that there are more than
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$5 million of sales in a year, there would be an interest
charge on the deferred tex.

The next item on page 5 deals with ﬁhe treatment of
customer base intangibles when a company is purchased and
essentially says that amortization deductions are not
allowed for intangibles that are related to a customer base.

The next item on pages ‘6 and 7 are two components of
the package dealing with estimated taxes.

The fifst one gives relief for individuals for one year
from the requirement that they pay 90 percent of tax
liability in the form of estimated taxes and basically
delays that unti1'l988, And there is also a provision which
allows a safe harbor for corporations for the first part of
this year.

On page 7 is a permanent provision which has the net
effect of tightening up on the estimated tax rules for
corporations to require that more of the tax be paid in the
form of estimated payments, rather than when the return is
filed.

On page 9 is tge first of a series of corporate
provisions. The first one deals with sales of subsidiaries
and provides that the basis of the stock of the subsidiary
for the purpose of calculating gain on the transaction takes
account of the regular income tax treatment of deferral items,
rather than the earnings and profits treatment.
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On page 10, there is a provision that deals with cases
where, if .a group owns less than 100 percent of the stock of
a subsidiary, there is not--under this proposal--allowed a
full pass—-through of losses. So, the losses are allowed
only with respect to the percentage of the subsidiaryﬁs income
or losé'attributable to stock owned by.corporations outside
the group.

On. page 11 is a provision that denies the benefits of
graduated corpofaté rates to personal service corporations.

'On page 12 is a provision that deals with liquidations
of corporate: gubsidiaries and essentially.tightens up the
rules which allow corporations to be split up into separate
subsidiaries without the current recognition of income.

On page 13 is a provision which tightens up on the
distribution requirements for mutual funds so that more of
the income that the fund receives has to be paid to the
shareholders currently than is required under present law.

On page 14 is a provision that essentially requires-
that losses and deductions and income of publicly traded
limited partnershipsjare treated as portfolib income. for
purposes of the passive loss rules.that were enacted in
last year's bill.

On page 15 is é Treasury Department proposal that would
exempt from the withhblding tax interest on certain
outstanding Eurobonds.
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Item 16 is a proposal‘to tighten the allowable
deductions for pension plans which are dverfunded so that,
if they have substantially more than their termination
liability, further contributions would not be deductible.

On page 17, this refers to a package of proposéls
dealing with PBGC and underfunding of pension plans. The
package increases the preﬁiums, introduces a risk-related
component, and also tightehs up the rules requiring
accelerated contributions by underfunded plans.

On page 18, the proposal freezés the top estate and
gift tax rate at 55 peréent, rather thén allowing it to
decline to 50 percent. This affects estates of over $2.5
millioen.

On page 19 is a proposal that the chairman introduced
earlier this year to modify the deduction in the estate tax
for sales of stock to an ESOP and tighten it up to correspond
more closely to the total revenue effect that was intended
in last year's Act.

On page 20, the telephone tax is extended at its present
rate for three years,

On page 21, the-provision would require wholesalers to
pay the diesel fuel tax, rather than retailers, and there are
revenues there from improved :compliance-as well as speeding
up collections.

Page 22 would previde that, for the purpose of the
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Medicare component of Social Security taxes, there would be
no limitation on the amount of wages subject té thé téx.

Onc.page 23 is a proposal to have additional funding
for the Railroad Retirement System by essentially increasing
the Tier IT taxes.

On page 25 is a pfoposal[to extend through 1990 the
temporary .2 percent extra FUTA taX.that has been in effect
to build ﬁp a reéerve for the Pederal UnemploYment Trust Fund.

On- page 26 is an Administration proposal to provide that
the IRS would charge user fees for letter rulings and similar
determinations.

On page 27, there is a proposal to increase the so-called
occupational taxes that are presently required by dealers
that sell aléohol, tobacco, and firearms.

 iOn;pa§e 28 is a proposal that was suggested by the
Administration to repeal the so-called Schedule 8 exemption
and to extend the Customs user fee for one additional year.

On page 29 is a proposal to extend and expand the
Federal debt collection program which allows the IRS to
withhold tax'refundsgfrom taxpayers who owe debts to Federal
agencies.

And then, the last few'péges from page 30 to the end
of the document are various, miscellaneous amendments that
have been suggested with relatively small revenue losses.

The Chairman. - All right. That takes us through all the
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revenue raisers. Is that correct?

Mr. Gould. That is right.

The Chairman. I think we will proceed at that point
and open it up to any questions concerning any of them. I
understand the'ranking member has questions he would like to
ask;

Senator Packwood. Mr.'chairmén;, let me address this.
Bill, it may be you, but I am not sure who is the best expert
on budget reconciliation; but if not, maybe you can ask Mr.
Humphreys.

Mr. Wilkins. I am going to ask Joe to sit néiguto me,

if he will,.

Senator Packwood. All right. 1Is this being reported as
if it is the reconcilation bill?

Mr, ﬁumphreys. Yes.

Mr. Wilkins. The intention is to send our

recommendations to the Budget Committee for their inclusion.

in a reconciliation measure.

Senator Packwood. And under the reconciliation order,

how much are we ordered té produce in revenues?

Mr. Wilkips; Thé reconciliation instruction:under H. Con.

Res. 93 provides revenues reconciled to the Finance Committee

pf $19.3 billion for fiscal year 1938.

Senator Packwood. And we are going to miss that target

substantially? :
Moffitt Reporting Associates .
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Mr. Wilkins. This package would miss that target for
fiscal year 1988. 'The 1989 and 1990 numbers are $22 and $23
billion with the full fiscal year effect in those out years.
of course, we are already in the 1988 fiscal year.

Senator Packwood. It looks to me like we missed it by
about $7 or $8 hillion this year and $21 or $24 billion over
the three years; I may be off a couple billion, but roughly.

Mr. Wilkins. That is approximately.right.

Senator Packwood. Now, under what authority have we
decided that we no longer need to meet the targets that
we were reconciled to meet and which haven't been changed?

The Chairman. I will be answering some of those
queStions, Bill.

(Laughter)

Senator Packwood. That would be fine if the chairman
would answer. I am curious as to how arréngements get made
to change’the law as to the taréets.we are going to meet.

The Chairman. T Qill be very happy to comment on that.

What‘we'age facing is a sequester, and every story we
hear from downtown :is that that is what the President is
going to-do. And what we are trying to do is offer a "~
responsible alternative to sequester, and we have chosen as
a target-~the House is doing $12 billion, and we are talking
about $11.5 billion--that is half of the $23 billion, with

the anticipation of .the other half being made up either by
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cuts in appropriations or by a lessened sequester.

VI happen to believe that a sequester is something that
we should strenuously try to avoid. I think that.it is going
to bé eXtremely punitive on some programs that are very
important to the American people, and I feel this is a.
responsible exercise to try to avoid that.

Senator Packwood. Mr; Chairman, without ﬁuarreling,gs,
to the merits of what is in the téx p§ckage, I}ém curious how
this committee came to a figure of $11.5 billion because I am
néw going to go on, in a minute, and ask about some of the
other committees and what targets they were reconciled to
méé£ and whether or not those targets have been chanqed or
whether we know what they are geing to feport or if they
have reported.

How did we get to the figure of $11.5 billioh? Just say
half of $23 billion?

The Chairman, That is correct.

Senator Packwood. But the lawﬂstiil says $19 billion.

Mr. Wilkins. That is the instruction in the concurrent
budget resolution.

Senator Packwood. And here is what T am curious about
because budget reconciliation is a very significant process,
and it seVerely limits the powers and rights of members on
the floqr: 20 hours of debate, no extraneous material.

Are we at liberty to report anything we want in a return

Moffitt Reporting Associates
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to the Budget Committee and have it put ih a reconciliation
package, Qhether it meets the targets or not--over them or
under them--and have it go to the floor under the
reconciliation procedures?

Mr. Wilkins. Senator Packwood, that is a decision for
the parliamentarian to make based on the actions of the
committees and his yiew as to whether, on balance, the
package. ought ﬁo be treated as a reconciliation bill,
Weigﬁing the concurrent budget resolution against the conteﬁts
of the reconciliation package.

Senator Packwood. And basically, however, whatever his
ruling, he can be overruled by 60 members:on a point of ofder.

Mr; Wilkins. I dont'{t think that is a waivable point of-
order, but the-ruling of the chair could be overturned. I
don't believe that is a 60 vote.

.Senator Packwood. Here is the first thing I am worried
about. T indicated earlier I did not think this is timely,
and T see that Speaker Wright has now put off any action on
reconciliation in the House until October 27. and of course,
there is no time liq}t at all when the Budget Committee has
to report.

We report to the Budget Committee. We vote for or
against taxes. We don't know what the rest of the'spending
parts of the package are going to be or the cuts, and the
Budget Committee may or may not report it out. They don't

Moffitt Reporting Associates
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have to, as I understand it.

They are not constrained by a time limit, are they?

Mr. Humphre}s. Th;t is right.

Senator Packwood. I know I speak at least from the
Commerce Committee, because the chairman and I are on the
Commerce Committee; and I know the Commerce Committee hasn't
even_met to consider its reconciliation targets, nor does it
intend to, nor does--based upon what Chairman Hollings said
on the floor yesterday--the Commerce Commiftee intend to meet
its targets.

Has the Banking Committee met its targets?

Mr. Wilkins, We have not heen monitoring the other
comnittees from our.staff, Senator.

Senator Packﬁood. I have monitored all of them. Most
of theﬁ héve not even attempted to hit tﬁeir targets, don't
plan. to hit their targets, don't plan to submit to the
Budget Committee where they suggest cuts should come, period.

Some have; most Aave not. So, we are now being asked
to vote for a tax increase; and again, I am not commenting
on the merits of the tax increase. We are being asked to
vote for a tax incfease which, if it would become law--and
it isn't goiﬁé to become law because the President is going
to veto it, and the veto wili be sustained--but if it were
to become law, and nothing else happened, I suppose what we
would succeed in doing is cutting the sequester in half so that

Moffitt Reporting Associates
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instead of programs being sequestered eight percent, they
would be sequestered four percent across the board; and we
still wouldn't make any rétional budget decisions as to
whether or not the Appalachia Regional Commission is more
important than Title I and education. We would cut them all
equally.

Bﬁt}we are being asked to voté for a tax package, send
it to the Budget Committee, which may ox may not ever report.
We areAbeing asked to do it, even though we don't know if
the reconciliation targets in the other committees have
beenuchénged. They have been changed here by informal
agreement, not by law.

We don't know if the other committees are still operating
under their old recoenciliation orders or informally agreed
to new ones to meet a $23 billion total rather than the old
reconciliation totalé,

We don‘t know if the'moﬁey is going to be used if we
send it out te cut ﬁhe sequester in half or whether it is
going to be used to make rational budgét decisions,

We don't know if hélf of this might go for increase in
defense spending, i£ might of it might not.

And the reason I think it is not timely is because we
don't know the package; and one of two things is going to
happen. Either there is going to be a package, or there isn't
going to be a package; and if there is no package, there is

Moffitt Reporting Associates
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1 | going to be a sequester, and we will cut spending by $23
2 || billion, periodr-cut spending by $23 billion.
= 3 | There will only be a package if the President is a part
O
‘4 || of it because, unless I miss my guess, any package that he
5 || vetoes, the veto will be sustained.
6 I think we would be wiser to wait in reporting this
7 until the President, Speaker ﬁright, Majority Leader.Byrd,
8 || and probably the chairman of this committee and of
9 || Appropriations and a few others, and minority members get
10 || together and see if they can hammer out a package.
1 If they can and the President agrees, we will have a
92 || Package. ‘I don‘t know if that will be all legislated cuts
13 || in taxes and no sequester, whether it will be half--$5 or $6

14 |[billion in taxes and $5 exr $6 billion in cuts and $10 or $11 .

1s [ Pillion in sequestexr--I don't know what the package might be
16 || that would be acceptable.

17 I have indicated bef@re’that I am willing to work on a
18 package; and I can iﬁggine packages that are more--to me at

19 least--more acceptable than::the sequestei.

And I can imagine packages that, to me, would be worse

20

21 than the sequester., 

22 I would prefer fq wait and see if a package can be.

23 flarrived at that inCludés other—cémmittees_that at the moment

24 ||@re not meeting their responsibilities nor do they intend to
- 25 ||[Meet their responsibi}ities.
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Two, I would like to see if we can involve the
President, and I am willing to involve him in negotiations
to see what happens.> Three, if we get nothing out of the
President, then I think the Cbngress has to make a decision.

Do we want to pass a padkage, knowing full well it is
going to be vetoed and sustained, but we pass it because we
want to make a statement. that we don't agree with theg.
sequéster? Here is our idea of how the sequestef ought to.
be eliminated or ameliorated or modéfated or cut somewhat.
Here is where we would make the budget decisions; and Mr.
President, we send the package to you and we hope you will
accept it, but if you den't and veto it, we understand the
veto will be sustained.

. And I am willing to make this bet. One, those
negot#atigns_will not seriously come to fruition until the
day4after’Veteransﬂ Day. We haye to finish this by
November 20; really, we have to finish it by about
Novembexr 17 or’ls'because, although OMB is instructed to
take~into account what we do during the intervening month
between October 20 apd November 20, and they can take into
account everything up to about the 17th of November, after
that it is\prétty-much a cut-off date,

And-having beenvhere almost 20 years, I realize that we
work best against deadlines; and we will be taking off

Wednesday, the 1ll1lth, yhich is Veterans' Day; and if we

Moffitt Reporting Associates
(301) 350-2223




10
11
12
13
14
15
16
17
18

19

20

21

22

23

24

25

17

continue the policy of no votes on Monday, we won't be here
on Monday. And my hunch is that Tuesday will not be an
overwhelming day.

And we will come back here on the day after Veterans'
Day, and the negotiations will seriously start. And if they
can be conc¢luded, they can be concluded frankly in two or
three days.

Most of the important legislation--the very important
1egisiationv?we have ever accomplished in this place is’
often done on relatively short notice. If negotiations
cannot be completed, they won 't be.

I would prefer to wait. I would prefer to gee if other
committees are going to do anything to meet their totals.

I would prefer to negotiate with the President, but I cannot
bring myself to vote for a tax package to be used for purposes

we don*t know, maybe for things I would rather not have it

used for, maybe for spending cuts . I would rather not

undertake; as opposed to spending cuts I would undertake.
In short, Mf. Presi@entH=Mr, Chairman, I apologize--we
are aétually == P
The Chairman. .It had a nice ring to it.
(Laughter) |
Senator Packwood. We do not know what we are getting
in exéhange forrour passing this tax package, and I would

quote—-and in this day of being very careful what you quote
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from--I will attribute this to Edna St. Vincent Millay:

It well may be that the rose for me is the rose beneath my
nose, but how can IAtell until I smell the Carthaginian rose?
And with éhat, Mr.'Chairman, I wiil vote no on this
package. I hope to work with you. Since this package is
not going to become law,:r:hope to work with..you in that

intervening month. I hope we get a package.

I don't know if we will, but I'will.work toward getting
bne‘and‘do my best to try to convince the President to
accept it.

The Chairman. I am not éurprised by the ranking
member's position. I think we have'understéod that for
some time now; but I do think we have a responsibility in
the Congress to move.

There have been repeated attempts to try to negotiate
differences with the President; he has chosen not to do that.
He sent us a budget that was dead on arrivai, that was
defeated by both parties in both houses whén it was sent to
us. It waé not a realistic budget, and that was generally
understood.

o

He did have some $6 billion of taxes in it. Now, he

says he wants ne taxes at all.

I think we have a responsibility to send a message, if
that is what it happens to end up being, to show that we will

face up to that responsibility and that we think sequester is
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a disastrous result and that we are prepared to see that

half of it is paid for by revenues and the other half by cuts.

I do not dismiss the fact that the other chairmen in
other committees will work to‘measure up to their
responsibility.

I was in a meeting with the chairmen of all of the
committees in which the general concensus was that they
would work to try to meet their part of it. So, I think'we
should move ahead, and T propose that we do that.

Now, are there further questions? Yes, Senatér Heinz?

Senator Heinz, Mr. Chairman, although noneTOfiﬁs=ongthis
side of the aisle was consulted on anything having to do |
with-this package, I think it is not on balance a bad package.

I think that your side of the aisle, Mr. Chairman,lhas
done a credible job altheugh I will say that I think, if
Republicans-sincluding myself~--had either been included or
wanted to be included; we might have done some things
differently; ana we might even have convinced you that there
were some improvements you could have had made.

I say that not pecause we are smarter, but on previous
occasions, when the shoe haé been on the other foot, your
side hés-made very important contributions to initiatives
that we started on our sigde.

There are, I might as well indicate, some very good

things that I would have argued for had I been in your caucus
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or meetings, and I commend you in particular on solving the
phantom mutual fund income problem, the Radon medical
deductibn.

You have addressed the CPA's problem of the calendar
yearr—a number of things that I and some others on both sides
of the aisle had petitioned this“éommittee.to:address-—and I
commend you for addressing them.

I aléo want to indinaténthat I Start from the presumption
that it would be a very Qood idea to avoia a sequester, and
we can avoid a sequester by enacting good legislation.

And I suspect that we cannot meet the Gramm-Rudman- . -
Hollings targets and avoid that éequester without some
revenues; and you ha&e put into this package some revenues.

Now, I--like Bob Packwood--have one reservation about
whether or not there is going to be real and substantial
and balanced spending cuts from the oﬁher committees when
we get ﬁo the floop; but just so there is no misunderstanding,
simply because: I agree with Senator Packwood on that point—;and
I suspec£ there are some on your side of the aisle who feel:
the same way--T want?to make it clear for the record, Mr.
Chairman, that although I may withhold my-support of this
package until I see it.a;l, I may Vefy well vote for it on
the floor.

And I am cognizant of what the President haé said about

vetoing this legislation; and if I vote for something on the
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floor, the chances that I will--if it isn't changed too much
in conference--continue to support that effort, even if it is

vetoed by the President.

substance counts with me; and I think it counts with most of
our colleagues. The process ané’prdéedufevcount,.tQQ. I
haven't been, up until_éoday,{aépgft;;§ §@e;p§oce§saand'
pfocedure; and so, T will not éoda&sge voliné éér:thiS'
legislation.

Eut if there is an opportunity, and I suspect there will
be, for us to have a bipartisan process and procedure and
get substantively good legislation from this committee and
from the other committeés, I intend to be very much involved'

in that process because I think we need a solution, not

bigger budget deficits.

The Chairman. Senator, T very‘much wanted your side of
the aisle to participate in this all the way; The feeling
was strongly expressed, and haslbeen reexpressed by the
panking member, that we should wait and not start down this
road. p

And he spoke his position, I think, forcefully and
eloquentlyg I happen to’disagree, I did not hear that
disputed on your side, and the interpretation by the
chéirman was that you all were choosing not to participate

in the revenue raisers prior to the date of October 19; and
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certainly, that was the impression of the press because
that is the way I read it.

But let me say that we have done something a little
extraordinary in this situation. You say yoe were not
consulted, but we have taken a lot of your provisions and
put them in here.

- Senator Heinz. I jus£ said that. 'g

The Cheirman. And we'went"furthef'thanf;hat; At the
end of every meeting, we sent to your;staff éireetor on your
side the results of what we had done to fully apprise them,
to tell the staffs, and we listened and took consultation on
things that yoﬁ all thought were impoftant.

And a number of things were edded, but not all of them;
and that is obvious.. And there are obviously things in there
that many of yourwould prefer not to be in there; and there
are some things on this side that some of them would prefer
not. to have in them,

But what was developed was the concensus insofar as on
this side. Noﬁ,vinsofar as the spending side, those things
have been in your hayds end staff's hands on both sides for
months to work on; and what you have seen there is a concensus,
I think, on the spending side of those cuts that pretty well
reflects a concensus of Democrats and Republicans.

Now, you didn't participate in the actual votes at the

end, but we sure were taking a lot of your input. And as you
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étated, we have put é lot of it in there. We did that with
some of Senator Chafee's things; I‘know that is from Senator
Heinz, and certainly from Sénator Durenberger, quite a number
of those tﬁings were pﬁt.in there, things that each of them
wanted. I think it was on the spending side; that is true.
Are there further comment;?

< Senator Heinz, Mg,fqﬁairmaﬁé I do want to make a
statement. | |

The Chairman, ff‘es., all right,

Senator Heinz. Mr. Chairman, I am not going to contest
anything, but I do want to make it clear that I commend the
chair for having done that.

But I wouldn't want to leave unrebutted the presumption
that, because we find out what you have done after the fact,
that is the same as being in the room arguing and voting.

The Chairman. T understand that, Senator. The chairman
doesn't like the poesition he is in.

Senator Heinz. I understand the Chairman doesn't like
it,

The Chairman. ;‘am very strong for bipartisanship -in

this committee, but that is where we have been left; and it

|l was handled qﬁite differently from the way it was handled

tn 1982 when the majority took no consultation from the

minority and did not update them as the thing progressed, but

it was handled -- ,
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Senator Heinz. Mr., Chairman, as I said, how you did
as weil and got as far as you did without Republican help,

T will never understand.

(Laughter)

The Chairman. All right. Senator Packwood?

Senator Packwood. T kind of want to echo what Senator
Bentsén_is saying. Most of" the Republicansf—not all--but
mesﬁ indicated that they thought this was untimely, and
thewioﬁld vote no on the péckagé; We didn't mean to giVe
the impression we were boycotting the sessions, bgt I very
frapkly think.thaﬁ the history.of.bipartisahship_én this
committee is such that you are not going.to see what we |
often see In some pther committees, where there is just a
division,

And I think after this bill is vetoed--assuming it ever
comes up on the floor to be voted on--you are going toAsee
a genuine bipartisan effort to tryato put together a. package.
We may fail on g bipartisgn basis to ;ut together a package
that is acceptable to the Administration, but it will no£ be
for failure to trygy

Senator Danfortﬁ. Mrc-Chairman?

The Chairman, Senator Danforth?

Senator Danforﬁhﬂ Mr. Chairman, I would'like to second
what Senator Packwood has just said, I think that the

situation we are in with respect to reconciliation is unique,
N ‘
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hopefully not to be repeated.

This committee has had a very strong tradition of
bipartisanéhip,:andiit 8till does. As I have said publicly
and privately before, I have no better all? in the Senate
than the chairman of this committee. We have workedftogether
on so»many-thingé'iﬁ,& bipartisan spirit.

That has been{fheibagiC‘natu;g'of_thé.Egngnce Committee. -

"Some-committees of the Senate are quite“partisan.  The
Senate, as a whole, I thiﬁk; has become partisan to a fault:
but I really believe that the Finance Committee has a.
different tradition and that.thag_tfédition continues and
that that traditién_is‘alive and well. |

I think it is obvious to all of us how we go to this
particular point. It is very hard to find a compromise
between losing taxes and advocating taxes. It is-a hard
compromise. I mean, there isn't any middle ground there
that I can see, and.that is how welgot'to this situation.

And as r pointed out a week or so ago, I think basically,
from my standpoint, we are going to continue to be at a dead
end until the Presidgnt and until Speaker Wright and maybe
Senator Byrd and others decide that we can do buéiness and
come up Qith some sort of reasonable middle ground.

Until that, I think we are kind of at loggerheads; but
I just wanted teo point out that I in no wise feel that what

is happening in this unique situation is the basis of a
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generalization of how the Finance Committee operates.

This is still a committee where thére is a tremendous
amount of mutual respect between Republicans and Democrats.

The Chairman. Thank you. Are there further comments?
- Jz.vi:Senator..Durenberger. Mr. Chairman?

The.Chaifm&n:ﬁuYes;aSehatofwnﬁrenbérge:?

Senator Dufenberger; Mr. Chairman,.just very»briefly
on the subject of bipartisanship, the chairman.alluded to
several of us whose initiatives haVe been accommodated in
one wéy or another ih reconciliation; and that reminddd me
that some of this on this committee have just come off of
about a two-week marathon on the issue of catastrophic
health insurance, while you and the ranking member were
deeply involved in a varxiety of other things.

Your déiegates, in effect, have been wrestling with an
enormeus policy issue, and hdpefully déing that successfully.

I would just say about my contributions from this side
Qf.tﬁg aisle, and those of some others, to reconciliation on
the spending side, they have_been in the context of
bipartisanship. ; |

We had the reséonsibility over here for six years for
_Medicare'reform; - That responsibility was shifted by the
electorate in 1986, I think we felt it our responsibility
to do everything we could to help the majority on this

committee continue the leadership that this committee has
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shown in health system reform and Medicare reform.

And I think that}is just another example of how, in this
reconciliation package, while it may look as though some of
us may have been contributing more or accommodated more, the
reality is that all of this has been done to make the
leadership of this committee in some of these other areas
meaningful to our colleagues and to the country as a‘who;e.

There hasn't been any partisanship at all,

The Chairman, Senator, let'me really echo what you have
said on the work that you fellows have been doing on

catastrophic and on prescription drugs. Although I was only

physically present for part of it, we did make some moves

on Qﬁr side on the biil-that I had introduced to change the
indexing to try to give you the wiggle room to try to bring
out that kind of a cbmpromise,

And there is a case where The White House sat down::with
us and worked with us., And I think Senator Mitchell, who
has spent hour upon hour working with you and Senator Heinz
and others, has done an extraordinary job in bringing about
that kind of a cbmprpmise,

I am most appreciative to each of you in what you have
done there, and I think we are going to be able to move to
the floor early next week, I would hope, on that and do it
productively and save a lot of time on the floor, I hope, by

the amount of work that you all have done on the prescription
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drug part.

Do we have some further comments concerning what we are
trying to do here, on these specific revenué raisers? Are
further questions about any of the detail of it?

Senator Chafee. Are we into the specifics now?

The Chairman. Yes, on the revenue raisers; and then we
can get:to- the.:spending cuts next.

Senator Chafee. I have some questions on these fevenue
raisers. first, let me say where I come froh at this
gathering.

I voted for the Gramm-Rudman, with the view that that
is the only way we can get some deficit reductions. And it
was alse my thought that when we came to sequester, Congress
would then start paying attention, recognizing that an
across-—therboard sequester cut just didn't make much sense.

And it was my belief that, when things ended up, there
would be some kind of a cempromiseiin whiéh there would be
some tax increases; there would be some cuts in specified
domestic programs, deeper than in others; and some cuts in
defensé; |

Others héve said here that they might not vote for this
tax package, but they might vote for it on the floor. I
don*t know what I am going to do exactly, but I might do
the reverse. We can get the tax package out, but if the

commensurate cuts aren't done by the other committees and
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nothing else is done, why go forward with it?

bid I understahd Senator Packwood to say that the
Speaker said there is not going to be any reconciliation
bill? Or is that justva rumor? |

.Senator Packwood. No. 1In fact, I checked that with
one of the people from the press yesﬁerday to verify it.

He said,he now does not plan to bring it out before
Oétoﬁér 27, There is no deadline at which he has to bring
it'oﬁt étvall.

The only deadlineF—and again; Mr. Humphreys, correct
me if I am wrong--but the only deadline in reconciliation is
for committees to report to their budget committees. Thére
is no deadling for the budget committees to bring it out;
and therefore, it is sort of aileadership decision as to
when they do bring it ouﬁf Am I roughly cofrect?

Mr. Humphreys. That is fight.

Senator Packwood, 1In béthlthe House and the Senate, any
number of committees havevsimp;y not repgrted to the Budget
Committée ét all, anyway.

Néw, when that'pappens, under the budget law, in theory
the Budget Committee. of course cannot change what is réported.
In theory, they then take a reconciliation té the floor, and
they have to offer amendments oxr métions to recommit with
instructions and how they suggest the budget ought to be

made up to reach the reconciliation totals.
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In fact, that has not yet ever happened; but in theory,
that is what could happen.

But the Speaker has put it off, at the earliest, until
October 27; and he is at liberty to put it off again. |

Senator Chafee. I have a couple of questions I would
like to ask the.chairmén or‘the staff. Mr. Chairman, I have
a coup;e of questions. |

First, it seems to me if we_are_éoihg~toitighten up on
some of the tax provisions, why didn't you--because I wasn't
involved--get into the cash basis accounting for family farms
regardless of size?. I think we have had that as a problem
around here. Here, you get the cash basis regardless of the
size Qf the farm; it could be a monstrous thing, and still
they are entitled to it.

The Chairman, I wili tell you, Senator --

Senator Chafee. I am not trying to zing anybody --

‘The Chairman. No, I understand, but I see one of the

members straightening up over there.

(Laughtef)

The Chairman, ?ut I must say you were represented at
least in part becausé P can recall there was a movement in
the group to put an excise tax .on jewelry; and Senator Chafee
was quoted at length on that one, and we backed off.

Remember the witness who said it wouldn't work--your

witness--and talking about the fact that when it came to
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earrings, they would sell one earring at a time and avoid
going over the limit. And it was my comment that some
cuétomers jﬁst wanted'one earring( but --

(Laughter)

The Chairman. I will let whomsoever wants to respond to

.the question respond to it.

Senator Chafee. I appreciate the thoughtfulnessgyou
gave to not including the jewelry, but I am just curious..

I think thié is scandalous--this family farm thing--and again,
the size of ‘it, if you just.set some kiﬁd'of a limitation.
It just didn't fly?

The Chairman. That is right; it didn't fly. I
understand it is in the House version, is it note;some
limitation? I_bélieve that is correct.

Mr, Humphreys. That is correct, Mr. Chairman.

Senator Danforth. Mr., Chairman, we eaéh got a sort of
preemptory strike of one possible revenue raiser.

(Laughter)

Senator Danforth, I have one.

The Chairman, I guess you would,

(Laughter)

Senator Chafee. I have another; I have several things
here, and T am not trying to monopolize it, but ﬁhere seemed
to be sort of a deathly silence; and I was prepared to fill

this void. )
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The Chairman. That has never been a probleﬁ around here,
but go ahead.:

Senator Chafee. 1In the existing Code, it prbvides that
agriculture and horticulture coops are entitled to the foreign
sales corporation.export incentives. I would like to also
include in that fishing coops~-aquatic, if you wisheéana I
wonder if they could-také_a look at that. I]dQﬁ{E thihk thét.
is a revenue changer of any consequence;

The Chairman. Let me have a staff comment on that.one;

Mr. Weiss. My understanding is that-+-as Senator Chafee
has stated--this is a very small revenue loss, virtually
negligible.

Mr, Gould. As a matter of policy, but for whatever
revenue cost there isr--given that agricultural coops are
included~-~-it probably makes sense.to ihclude fishing coops.
You have a revenue, Randy, you say is less than --

Mr. Weiss., Probably less than $1 million. Less than
$1 million per year.

The Chairman. Is there comment? .. ... . -, 0

(No response) |

The Chairman. 4£$ there objection? Yes?

Senator Moynihan, Mr, Chéirman, do I ‘have the happy
understanding that our full committee is now participating
in this exercise?

The Chairman. That is correct,
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(Laughter)

The Chairman. That is correct.

Senator Moynihan. Oh, good.

The Chairman. 1Is there'objection? ng are proposing
such as an:amendment to it, are you, Senator Chafee?

Senator Chafee. Yes, yes.

The‘Chairmén;  Yes;_f

Senator Chafee. I am not flying under any félse colors
here. I don't want the belief to go abroad that, if this is
accepted, I am locked into the bill.

(Laughter)

-The Chairman. Senator, at this point, I would be
delighted if you were just considering the bill.

Senator Chafee. T am getting awfully close to that.

(Laughter)

Senator Chafee, éu£ it is goiﬁg to take more than
$1 million.

(Laughter)

The Chairman. Let me ask the members. Would you like
to cast a little bre%d on the waters here and see if it
returns?

(No response)

The Chairman. I don't see any objection to it. Is
thére objection?

(No response) ,
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The Chairman. Senator?

Senator Chafee. Now, I have one Qith a little more
substance here.

(Laughter)

Senator Chafee. I am not enthusiastic about that
telephone tax continuation. We are going through'all kinds
of efforts in every one of our States fqrnthe relief'of.the-
telephone_situation on the poor. The'telephohe”now”is
considered an essential. And I notice iﬁ picks up é6 billion.

So, i wéuld like to suggest that we substitute a
doubling of the cigarette tax and remove the telephone tax.
Where is my ally?.

The Chéirmah. .Is that a proposal?

Senator Chafee. Yes, that is a proposal.

The Chairman. All right.

Senator Chafee. And I think we are all familiar with it.
That would yield $8.5, and the telephone tax would take off
$6 billion; and then we would come in $2.5 billion over
currently whét we'have, and there are some things we might
do with that.

The Chairman. :All right, We have a vote on the floor,
and I suggest we go vote and come right back.

Senator Chafee. We have discussed this many, many tihes“'
in the_past; and I do propose it.

The Chairman. All right. I suggest we go make the vote
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and come right back. We stand in recess.
(Whereupon, at 11:00 a.m., the meeting was recessed.)
AFTER RECESS
(11:31 :=a.m.)

The Chairﬁan. The committee will come to order. Cease
conversation please, and we will get under way. -

Senqtor Chafee has stated~His amendmeqt;-and-he-haém-ww.
correctly stated thét we ére-all quite familiar with the—
issue; and we have discuséed the various phases of-thié.at
length. I am prepared to vote on it.

Senator Bradley. Mr. Chairman, before fhe vote, I
would. like to ask Senator Chafee a question. We are in an
unusual cifcumstance here where we have not had the
willingneSS'on the p%rt of the Republican side to vote for
the bill out of committee; and that has precipitated our
meeting to come up with a bill by ourselves.

I was curious, if your amendment passed, does that mean

 that you would vote for the bjll out of committee?

Senator Chafee. I don't think that is quite a fair
question becauge we Paven*t seen the other side of the
legislation-~what is going to happen on it.

I previously indicafed a tilt toward voting for the
bill, that is, the overall bill; but I don't want to cross
my heart and hope to die at this point.

Senator Bradley. . As the Senator knows, I have been his
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partner in this effort to get the cigarette industry to pay
their fair share for a number of years.

I certainly wouldn't want to see the cigarette tax
increased and then the bill in which it was increased not
pass out of the committee. That means that you have to be
very certain of where votes are on particular questions.

So, I think it is a Iegitimate questiongto ask: How .
many Republican votes does the éigarette taxAbriné? And
that is certainly going to be one of the things that I will
try to calculate here in the course of this lengthy debate
on this issue that I know that we will have.

Senator Packwood., Mr. Chairman?

The.Chairman.' Senator Packwood.

Senator Packwood. I don't know how the Republicans are
going to vote. I know of only one Senator who isn't.here
who said he didn't want te be recorded on this at all.. I
dont't know where he would be on the merits of it if he ever
had to vote on it.

I am going to vote "no" on it for this reason: it
raises more money thn the telephone tax does, and that makes
the bill an even higher tax bill than it would otherwise be.
I don*t want the bill at all, so I am going to vote "no" on
the cigarette tax.

As you full well know, this is not a tax that offends me;

and I have voted "aye" for it before when it was raised higher
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substantially than it is now. So, at some stage, I will be
happy to consider it.

Senator Bradley. I certéinly think that we ought to
double it, énd index it frankly; but maybe that is an
amendment to an amendment. I also think that we wantito
wait and see what this brings in terms of:Republican votes
fqr'final passage,

- So, I think that I will'prpbably‘jusé keep thexsﬁspenéé
rolling for a little longer than one might expect.

The Chairman. We will try to end the suspense, and I
am going to try to--I think it is quite possible that we can
get out of here before iunch, but I am not ‘sure what time
lunch is going to be.

(Laughter) .

The Chairman. But we havg heard the comments on both
sides. Senator, YOu moved the amendment,'as I understand it?

Senator Chafee. Yes, I did.

The Chairman, All in favor of the amendment as stated
make it known by saying "aye."

(Chorus of ayes)

The Chairman. 4bpposed?

(bhorus of noes)

Senator Chafee. We had better have a roll call.

The Chairman. All right. Call the roll.

The Clerk. Mr. @atsunaga?
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The Clerk. Mr. Moynihan?
Senator Moynihan. Aye.

The Clerk. Mr. Baucus?
Senator Baucus. No.

The Clerk. Mr. Boren?

The Chairman. No, by_proxyh
The Clerk. Mr. Bradley?
(No response)

The Clerk. Mr. Mitchell?
Senator Mitchell. No.

The Clerk. Mr. Pryor?
Senator Pryor. No.

The Clerk. Mr, Riegle?
Senator Riegle. No.

The Clerk. Mr. Rockefeller?
Senator Rockefeller. No.

The Clerk. Mr. Daschle?

' Senator Daschle. No.

The Clerk. Mr.. Packwood?

Senator Packwood. No.

The Clerk. Mr. Dole?

Senator Packwood. No, by proxy.
The Clerk. Mr. Roth? -

(No response)
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The Clerk. Mr. Danforthé

Senator Chafee. Aye, by proxy.

The Clerk. Mr. Chafee? |

Senator Chafee. Aye.

The Clerk. Mr. Heinz?

Senator Heinz}. Aye.

X . The Clerk. Mr. Wallop?

(No response)

The Cierk. Mr.‘Durenberger?

Senator Durenberger. No.

The Clerk. Mr. Armstrong?

(No response)

The Clerk. Mr. Chairman?

The Chairman. No.

SenatOr;Moynihgn. Mr. Chairman, if it is the position
of our side that we are voting "no," I will vote "no." I
didn’t get the word,

(Laughter)

‘The Chairman. Senator, we aré amused at your refreshing
candor.

i

Senator Chafee.f That is what you call the ﬁltimate team
player.

(Laughter)

Senator éradley. Mr. Chairman?

The Chairman. Yes, Senator Bradley?
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Senator Bradley. As I understand, there are 12 votes
"no." Is that correct?

The Chairman. Yes, that is correct.

Senator Bradley. And the pattern of the committee is
that someone would be allowed to vote until 5:00, as long
as that does not'change the outcome of the vote?

The Chairman. Unless the bill is'repérted éut.'

éenaﬁor Bradley. And unless that does nof change the
outcome of the ?oté; Is that not correct? |

The Chairman. That is correct, and unless the bill is
reported out prior thereto; then they have to vote by the
tiﬁe the bill is reported out.

Senator Bradley. If that is the case, then I would be
recorded as faye.“

The Chairman. All riéht. Afe there futrther amendments?

Senator Heinz. Mr. Chairman, I would like to ask some
questions about some of.the pension funding decisions or
recommendations, if this Qquld be an appropriate point.

- The Chairman. Yes, that would be appropriate. we did
not discuss. the'pension benefit guarantee corporation approach,
as I recall. That ﬂ;s not been discussed, has it?

Mr. Gouid. It was briefly referred to and touched on.

The Chairman. All right, then, Senator. Go ahead.

Mr. Wilkins. I believe all the members have a more

detailed description in front of them.

4
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The Chairman. All right.

Senator Heinz. Mr. Chairman, what the committee has
done is available to us; and I know, for example, that there
is a variable premium that starts with a $14.00 participant
flat premium for all plans with a funding charge of
underfunded plans of $6.00 per thousand of underfunding, with
a cap of~-as I understand it--$70.00 per,parﬁicipant; and
inﬁeed; that is lowered for plans fully funded in recent
years.

The Finance Committee proposal, therefore, will give
underfunded plans with the highest premium payments of any
PBGC premium adopted by any committee; that includes Ways
and Means or House, Senate and Labor.

Now, that may end up being reasonable, but I do have
some concefns about an approach that will put additional
taxes on those companies that are least.able to affonrd
funding their plan, not just as a matter of equity, but it
may precipitate the one thing T woﬁld think no one would
want to precipitate, which is pushing more of these companies
over the cliff intolphe laps of both Chapter 11 and the
Pension Benefit Guaranty Corporation, which was--as all of
us will recollect--exactly where the LTV Steel Corporation
was only a few weeks or months ago.

There is another provision also here that I need to

understand the thinking behind; and that is there is an
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elimination of the tax deduction for contributions that would
increase plan funding above 150 percent of termination

liabilities. As I understand it, plans would only be able

termination today plus a 50 percent buffer.
Have I got that correct?
Mr. Hardock. Yes.

Senator Heinz. Now, I have a concern about that, if I

understand it correctly. The effect of - -this would be to
increase the cost for pension plans by increasing not only
PBGC premiums and forcing faster funding, but we are also

here hitting up the pension system for more revenue.

 And myAquestion is: Why are we doing that this way?
And if we do it this way, are we not discouraging either
the formation of these défined benefit plans or encouraging
more of those plans fo go out of business?

Mr. Hardqck, The proposal would basically say that
a plan which is over 150 percent of its current liability
| would not be able to put more money in.

The theory behind the proposal is that we are giving
companies a tax incé;tive to fund their plans adequately,
but that plans that exceed their current liability by that
amount, or that level, should not be given the continued tax
incentive to‘basically overfund their plan.

It is interesting that many companies have been arguing
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that a 25 percent cushion is sufficienL to protect the plan
and that assets could be withdrawn if the plan assets are
over 125 percent of current liability.

This is well beyond that. Certainly, if a 25 percent
cushion is sufficient to allow withdrawals;'which a number
of people have proposed butjisrnot a part of this package,
then 50 percent seems like a reasonablggfigurev

Senator Heinz. ‘Mr. Chairman, if I'migﬁt ask ah.
additional quéstion?

The Chairman. Yes.

Senaﬁor Heinz. Is it true or not that some.pléné that
do not have surpluses in an cngoingvplan may bé prevénted
from making contributions to their pension plan if we adopted
this proposal?

Mr. Hardock. Cléarly, the revenue raised is the result
of certain companies not making coﬁtributibns to plans and
conceivably they would not be at 150 percent of a long-term
liability, based on when the benefits will be paid.

-However, the company would alwaYs be able to put in
enough money to get up to 150 percent.of current liébility,
which means that at any particular time the beneficiaries in
the plan are completely protected; there is a 50 percent
cushion, and the PBGC is also protected.

Senator Heinz. There are two different levels that we

are dealing with. One is a level we call plan termination
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liability, which is what the 150 percent--as I understand it
--is geared to.

Another level is what we might term the ongoing liability
for benefits. Now, could you set forth for us the extent
to which those are not the same and, most importantly, the
extent to which the_latte; often exceeds--as it is my.
understanding»that it doesPsthé.formér?

Mr.-Hardock. Thé_latter wi;l almost always e#ceed'the
former because it inciudes future benefit accruals for year§
of service that have not yet accrued under the plan or
salary improyements that are assumed in funding the plan on
a long-term basis.

The former basically measures the degree to which the
plan has funded the benefits that have accrued to date, and
that is one of the reasons you have a 50 percept cushion.
That is why it goes to 150 percent--to make up for some of
that difference between the liability for future benefits,
the long-term liability and the current liability.

- Senator Heinz. But as you have said, ﬁhere will be some
plans which, although they will bump up against your 150
percent cap, in facgiwiil be underfunded even if funding
at the maximum level because of the accrued benefits that
they will be liable for and which this prOvisioh will
effectively discourage the funding of. 1Is that not correct?

Mr. Hardock. The fundinj well in advance of when the
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money is needed to pay the benefits will be discouraged.
Those benefits would still be funded under the current law
rulés when the money is needed to pay tﬁe benefits.

Senator Heinz. If we assumed that those companies are
going to be able to or will fund those benefits on an
accelerated basis.

Mr. Hardock. That is true.

- S8enator Heinz. Yes., Mr. Chairman,li know this is an
arééné and technical issue, but it is not'technical if, in
trying to raise some revenue to meet a reconciliation target,
we-éreate the result of having plans either not be created
or become premature wards of the PBGC or lead to a
cirsumstance where wé create a disincentive for companies
to underfund their plans.

And I.am concerned about: the net effect of this proposal,
and T want to go on record as oppoSing'it, as I do the former.
Although I woqld be prepared to offer a motion to strike it,
I dontt happeh to have a source of fevenue in my hip pocket
to make up for it,

T wouldn't want‘ﬁo do that, but I think this needs a

‘ i
lot of work. I don%f think it is right yet.

The Chairxman. I thank the Senator for his comments.
When I first went on this cémmittee, we formed the Pension
Subcommittee; and I got very deeply involved in it. I was
one of the principal authors of ERISA and in the founding of
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the Pension Benefit Guaranty Corporation.

‘I think the concerns that you have commented on are.
legitimate'concerhs, but I think that we have a reasonable
compromise here and that- they have been addressed.

I would assume that each Senator might havg a different

version of the concerns, but a great deal of work was. done

and a substantial amount of negotiation with: various pension

groups and corporations_that have.pensionsQ
Are there further cbmménts on thisbissue?
(No response)
The Chairman. If not, let's move on.
Senator Baucus., Mr. Chéirman?
The Chairman. Senator Baucus?
Senator Baucus. Mr. Chairman, I have a very minor

modification to the miscellaneous provisions. Those

‘provisions include an amendment of mine which allow the

production credit associations the same 1oén.loss resetrve -
treatment as small banks. It.was drafted inadvertently
which would not allow that treatment for PCAs while they
are PCAs. ‘

There is a particular agriculture associafion that is
no longer a PCA but should be allowed that treatment while
it was a PCA. I just ask for that modification.

The Chairman. 1Is this a revenue loser or not?

Senator Baucus. No.

]
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The Chairman. Because I want it understood that we
will not be accepting any amendments that aré revenue losers
that don't have a compensating,‘offsetting balance to them
by revenue raised.

Senator Baucus. It is my understanding that it is not,
from the staff.

Mr. Gould. Could we look at the possiﬁle revenqeg:}i
consequenceé for j&st oﬁe momenﬁ, Senatbf Béﬁcqsgﬂ o

Senator Baucus. Yes. o

Mr. Gould.. As we understand the amendment, you would
merely apply the new rules that we are adopting for farm
credit banks. to, in effect, the loans of what used to be
a farm credit bank --

Sehdtof Baucus. In which it was a farm credit bank;
that is correct.

Mr. Gould. The amendment seems to make sense. Randy
will just need to make absolutely sure that there is not
significant revenue loss,

The Chairman. Let me ask on one point. Do I hear frqm
staff that the on;y question in their mind is the revenue
question? H |

Mr. Gould. I think that is right, Mr. Chairman. The
proposél would be to allow the same treatment that the
cqmmittee decided on tentatively yesterday, which is to

\

allow farm credit banks to have the reserve deductions that

&
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small banks are entitled to, essentially allow that treatment
for the reserves. I think it is an agricultural bank that
used to be a farm credit bank--only for those reserves.

The Chairman. Then, let's approach it this way because
I really would like to move through this piece of
legislation. I_héar no objection to it. Staff seems to

think it is all right. If ;hére'is not a revenue loss, then

‘we will accept it.

Is there any 5bjecti0h to tﬁgf?

(No.response)

The Chairman. If noﬁ; al1'right. Senator Moynihan?

Senator Moynihan. Mr. Chairman, thg frdnt page of The
New York Times_feports today that as a pre—Thaﬁksgiving
notiqn, the Administration has decided‘to reduce the
benefits of any person who is blind, aged, or disabled and
is receiviné supplementary secufity income, that any food
packages they may recei&e from Caﬁholic charities will be
instantly taken away from them and deducted from their
benefits.

And it doesn't say here, but it is my clear

understanding that all the money that is taken from the
blind will be allocated to this space defense initiative,
and there is a reason; you know, there is logic to it.

If we can just keep them alive long enough that we can

continue to deduct from them, then we may beat the Russians
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after all.

May I.point out, Mr. Chéirman; that this was done with
a measure of‘contempt for this cormmittee by the Social
Security Administration? The disregard expired at the end
of the fiscal year, yes. We have fully cintended tq continue
it. - The legislation before us continues it.

If I could draw attention to it--if a%yone inithe
audience wants(to know——uhder ghe Finance Cbmmittee's
special spending provisions, Item No. 112,{§hich exfends the
energy and in-kind disregard-of $100 million a year, we havé
fully intended to do this. The House intends to do it.

The Administration sneaked past this committee those
regulations, and that is shameful. I 'so want to state. If
anyone wants to'disagree, I would like to hear.

Thank you, Mr. Chairman. I ﬁust want to note that.the
praovision is in the bill.

The Chairman. Thank you.

Senator Bradley. Mr, Chairman, we touch on the railroad
retirement tax; ‘One of the things we do is, in the bill, we
establish a seven?mgpber commission that represents rail,
labor, management, general public.

And one of the areas ;hat is absent is a representative
from commuter rails; and I wonder if we could add one member
to the commission from commuter rails?

The Chairman. Does staff have a comment on that?
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Mr. Humphreys. I don't think there would be any problem

with'that. It is just adding a member to a commission;lthat
is to study the future funding needs of the rail program.

The Chairman. Is there aﬁy objectioﬁ by any member of
the committee?

(No response)

The Chairman. If not, it will be accepted.

Senator Durenberger, Mr. Chairman?

The Chairman. Yes, Senator 6urenberger?

Senator Durenberger. Mr., Chairman, I have a couple of
questions about the item contained 6n page 22 of the revenue
reconciliation provisions, the repeal of the hospital
insurance wage base limit,

%he<first‘ques£ion is that,“on January 1, 1988 by
current law,, I undexrstand the cap rises to $45,000. Am I
correct on that?

The Chairman. That is correct.

Mr. Gould. That is correct.

Senator Durenberger, On January 1, 1988, the tax rises
to what figure?

Mr, Wilkins. I believe the Medicare tax itself does not
rise. There is an increase in the old age tax.

Senatér Durenberger. And what does that amount to?

Mr, Weiss, The old age tax goes up from 5.7 percent to

6.06 percent next January.
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Senator Durenberger. And how many dollars does fhat
raise? Does anyone have that ready estimate?

Mr. Weiss. Tha£ figure is available; I just don't have
it right here.

.Senator Durenbefger. All right. The next qugstion;

In current law, aré there any rate increases built into the
Medicare payroll tax cﬁrgenply?
Mr. Weiss. No, theré are'not;_

Sénator burenberger. The néxt question:’ ﬁow'many
dollars under éxisting’lawﬂvhow much revenue is raised by
the Medicare payroll tax in fiscal yeaf 1988? And what are
the projected outlays iﬁ reconéiliation in the Part A or
outlays from the trust“fund?

Mr. Wilkins, Is the question: What are our
reconciliation instructions for cuts in our jurisdiction?

Senator Durenberger. I am trying to get fhe difference
between what current law will raise from the payroll tax
for the Medicare trust fund this year and what we are
obligating feor expenditure from that trust fund.

Mr. Wilkins. We are trying to éut‘that together right
ndw, Senator.

Senator Durenberger. Is it not true-—forﬁanyﬂof ybu
whé might be an expert on the impact of the 1983 legislation--
that the payroll tax which gbes up substantially in general
-=Social Security, payroll tax, disability tax, and the
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Medicare trust fund tax--during the period over the next 20
years or so, or perhaps the next 15 years——and you can
corréct me--raises a substantial amount of money from the
payroll tax in excess of the monies needed for either Soéiai
Security cash payments or disability payments or for the
Medicare trust fund?

My impression is that of all thrgelfunds, the ones that
the Social Security trustees concern themselves abbut'reaching
deficit most quickly is the Mediéare trust fund, andjthat
the last projection under current legal rise for the point
at which we reach the-SOecalled.bapkruptcy is around the
year 2000 or 2001 or something like that.

But the reality appears to me to be that we have put
in place for the next 15 to 20 years a payroll tax on
Soéial Secufity that raises huge amounts of money in excess
of the dollar amounts that are actually needed to pay
benefits,

And one of the reasons we have done that is that
somewhere out in the year 2010, we expect the demographics
to change iﬁ terms Qf who pays tax versus who benefits and,
at that point, we want to start drawing down this fund; but
the realityvis that, 'for the foreseeable future--the next
15 ta 20 years—-we-don't need an increase on workers in
Ameriga, regardless of their income level, in order to finance
the designated purposes of these taxes, which is social
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insurance payments, disability payments or Medicare Part A
payments.

Is that not a generally correct characterization of
the current status?

Mr. Wilkins. Let me just generally make the comment

a couple of other programs that are prOJected to get to the
bankruptcy point at about the same tlme © -The 'PBGC fund is
one, and the rallroad retirement fund is the other.

So, for funds that have a similar funding outlook,

they have increased funding to improve the soundness of the

|
|
program.

Senator Durenbefger, Bﬁt what-has that got to do with
the Social Security and d;sability? I understand they méy
have proposéd an increase for some other pension or income
security purpose. But what has that got to do with Medicare
or the Medicare trust funa?

Mr,'Wiikins. IAwas just making the point that long-term
bankruptcy cencerns lead to funding needs as well as short-term
cash shortfalls.

Senatér Durenberger. Does anyone want to indicate
whether I am correct in my general characterization of the
Social Security and‘Medicare tax, that it is generating huge
amounts of money which are being used by debt in this country,

currehtly incurred? And any increase in the payroll tax,
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from wherever it comes, is going to go to buy more of our
current debt. That is the way the law is currently
constructed. |

Mr. Humphreys. It is correct. For the next several
years, the funds are running surpluses. The information I

have, which is a little bit old, is that the HI fund begins

 to start declining fairlY“rapidly tpwards the end. of thé

cehtury.

The Social Security trust funds in general have
traditionally beeh=financed on a long-term basis; and the
old age survivofS'and disability insurance, for example, is
slightly negative,.not enough that the actuaries aré
conéerned;'but pretty much iﬁ balance over its traditional
long—fange fﬁnding basis, the income balances the outgo.

In the HI fund that is qﬁite different. The‘HI fund
is quite badly underfunded on a long-term basis; but on a
short-term basis, you are correct that, for the hext several
years, the income to these funds is projected to exceed the
outgo. |

Senator Durenbegger. It isn't just the next several
years, is it? It ié;a long time after'I-am off this committee
that the Medicare trust fund, even by current érojections,
reaches the point where you have to even consider a payroll
tax increaée.

I mean, when I got here, we were talking about 1987; and
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we have made é lot of changes in thé Medicare system. Today,
we are talking about 2000 or 2001.

I just want to know why--and maybe I‘should address
this to the proponents--why do.we have to raise::the payroll
tax in 1987, given the condition of the trust fund?

ﬁr. Humphreys. I don't have the current trustees'
report,.. Last year's trustees' report showed.thatfthei
HI fund began to ﬁave outgo exceeding iﬁcome in 1595, which
is about eight years, |

The Chairman. Are there further comments? -

Senator Mitchell. Yes,

- The Chairman. Senator'Mitchell?

Senator Mitchell. Just folloWiné up on Senator -
Durenberger's line of inquiry, in which I think he made
some excellent points, fvwould merely want to clarify the
use of the phrase "raising the payroll tax ahd affecting
the wdrkers of America."

It-is my understanding that the change will affect only
thosé persons who, in 1988, have incomes in excess of
$45,000 a year.

The Chairman. That is correct.

Mr. Wilkins. That is correct.

The Chairman. That is right.

Senator Mitchell. It is my recollection from the tax

reform debate of last year that of the approximately 100
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million tax returns filed in the country, that only five
percent of them report incomes in excess of $50,000 a year.
Randy, do you have a recollection on that?

Mr. Weiss. With respect to this particular proposal,
it appears that perhaps it‘is closer to eight percent.

Senator Mitchell. That is what I was going to say.

.M;. Weiss. Yes.

sénatdr Mitcheli. If it is five percent ofAhouseholds
ér’téx—ééying entitieé reporting incomes in excess of.
$50,000, you can estimate that it would be about seven or
eight percent which have incomes in excess of $45,000.

So, the bohtom 92 percent of income earners in'our
society would not be affected by this; and I think they are
already paying the full amount. Their entire income is
already subject to the tax.

Senator Durenberger. George, would you yield on that

oint? You are probably correct. The figure is eight
P B

million taxpayers or something like that. I wonder if staff

can descrihe for us, since this is a tax on_earned income,
the nature of the taxpayers who will be:subject to this tax
compared to a lot of other taxpayers in the so-called high

income brackets who will not be subject to it?

The reality is that there is a whole lot of wage income

in here for people at $46,000--the two-worker families and

all that sort of thing--struggling to keep ahead in Portland,
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Maine and places like that.

Senator Mitchell. Right.

Senétor Durenberger. On whom this will fall more heavily
than it ié going to fall on somebody who makes $1 million a
year in unearned income.

Senator Mitchell. Excuse me. No, I just. wanted to
respond. There is no doubt that there is an overlap“iﬁ |
income categories, and the example you cite'surelf does
exist; but T think that we can agree that, on balance, if
you take the highest eight percent income earners in American
society in one category and everybody else in the 92 percent
category, most of the people who would classify theﬁselves
-~to use the Senator's phrase--as American workers fall in
the bottom 92 percent of income earners and not in the top
eight percent of incoﬁe earners.

The Chairman. Let me get into agother point on that,
Senator; and I think that Senatér Durenbergér made a
misstatement, if I understood him, Whep you get to the
two-earner families and you have two of them that are earnipg
$44,000 apiece, the;g would be no increase for either one.
Isn't that correct?:

Mr. Wilkins. That is correct.

The Chairman. .So, if you had a family there making
$88,000 a year, there would be no increase.

‘Senator Mitchéll. Which makes the point. I think you
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made some good points about tﬁis, and it is a matter that
troubles many of us, héving a proposed increase in this tax.

But I think the only point that sﬁould Be clarified is
that this_affects only the top eight percent of income
earners in our sddiety. It does not affect 92 percent of
all taxpayers.

The Chairman. Ye;,.Senator?

'Senator Moynihan. Mr.‘Chéirman, just one word} The
condition of any onebof the three funds may”be,.for example,
what HI might be} but if we are to understand the overall
condition of Socigl Security in terms of the accumulation
of the three funds, we can kick those percentage points
around as we wish.,

- Tn fact, in spite of that, the world's greatest
bankruptcy--as Mr,‘Stockman predicted--did not take place
on October 1, 1981, nor will it ever do that.

The Chairman. I would like to get on to the spending
side as soon as we can finish this.

Senator Durenbexger.. Yes. Just a final comment, and
this more contributes to the recoxd because I don't want
to be close-minded on this subject. I admire what you all
have been able to accomplish in a relatively short period
of time, but this opéns up an area --

The Chairman. Senator, you ought to. There is a big
piece of'you in this.,
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Senator Durenberger. Thank you very much.

(Laughter)

Senator Dﬁrenberger. I feel myself being twisted.

Senator Bradley. Conflicted, did You say, or twisted?

Senator Durenberger. And I don't have an alternative
to offer-you here, but it seems to me that one of the good
things that we have been talklng about is 1ncome relatlng
this Medlcare benefit; and that is refiectéd in the work
that the chairman of this comm1ttee dia on.catastrobhié.

But you are not accompliéhing~that by taking the cap
off on the pay inside because not everybody consumes the
same amount of hospital bénefits; but there is only so
much that aﬁybody consumes.

And I think the purpose of having pﬁt this cab on the
payroll tax, on the Medicare s$ide in the. beginning, was to

reflect the fact that you should only have to pay for what

.you get.

In effect, you are making a major policy change in the
theory of taxation for Medicare when you take off the cap;
and I trust that youghave given some thought to that.

The Chairman. :fhank you. The Senator has well stated
his position. Are there any further comments on the tax
side of this?

'Mr. Gould. Mr. Chairman?

The Chairman. Y?s?
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Mr; Gould. Before you wrap this up, there are two
clarifications or clerical changes that have been bréught
to our attention, one by Senator Worth and another by
Senator Childs.

The Chairman. Yes.

Mr. Gould. They would merely change the descriptions

‘|| °of a couple trahsition rules that were in the Tax Reform Act.

One merely changes a date that said the day of a city council

meéting from December 9 to December 13; and another one

.changes a date of a pubiic hearing from November 14 to

November 13; and they are clearly technical corrections.
| The Chairman. Any objections?

(No response)

The Chairman. If not, they are adopted.

If there are no further comments on the tax side, let's
get~a'presentati6n on the spending side.

Mr. Wilkins. Mr. Chairman, at this point, maybe it is
appropriate to ask generally for staff draftiné authority
to make the provisions operate smoothly and to bring any
provisiéné into cbmp}iance with the Budget Act on the floor.

The Chairman. Is there any objection to that?

(No response) | ‘

The Chairman. If not, it is authorized.

I would say to the members here that I think we are
going to finish up rapher quickly because both sides of the
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aisle have had the spending cut projections for quite some
time and have been heavily involved invit.. And the staffs
havé been heavily involved in it. |

Senator Packwood. I might add that I think we understand
this side pretty well, I believe from our side.:.I.don't
think there Are any comments or questioqs‘abQut”it;g-Ivam
going to vote "no" on the bill, Mf;fChaikaQfAbﬁt;?;hqpe;A.la'
you can getAit out before yoﬁf ﬁub:um disappgaré),f;l |

éenator Bradley. Mr. Chairman, I think e?érYohé-has
real familiarity with what is on the spending side.

The Chairman. -Good. Senator Riegle?

Senator Rieglé. Why is.it'neéessary to go through an
explanétion? Why not just accept it?

The Chairman. "All right., That is fine. I am ready
to voter it out then, if you are.

Senator Chafee. Mr. Chairman?

The Chairman. Yes? |

Senateor Chafee. Mr. Chairman,VI have a couple of
questions, We don't need to go through it.

The Chairman. All right.

Senator Chafee%: I must say you folks are much more
familiar with it thaﬁ we ére.

The Chairman. I must say to you, Senator, you have had
this one for a long time; and the staffs have been working

together on both sides of the aisle, but go ahead.
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Senator Chafee. On the hospital reimbursement, the
package would only give the hospitals a one percent increase
next year, and that is really very, very difficult for the
hospitals in my State. I know nothing about other States.

I know there is a variation that is in there for
so«called rural hospitals, but the situation we have is
that we really a:e-approachihg a situation where one of-
our major hospitals may close. They are losing an awful
lot of money; now, I don't waht to say they may close,‘but
they are just losing an awful lot of money because‘ﬁhey have
a high occupancy rate and a very high Medicare population,
Imuch higher than the national statistics, because our State
has‘the second highest elderly population of any State in
the country.

What I would suggest is that those hospitals which are
in States which have more than 50 percent--are the Medicare
people here, the experts?

Mr. Wilkins. Anne Weiss from our staff is here, and
Ed Mihalski from.the'minority staff, and Marina Weiss is on
the way.

Senator Chafee.  All right. Those States which have
more than 50 percent of the reimburéement for Medicare and
where a hospital has more than 50 percent Medicare .
reimbursement--in other words, you havevthe two-gate process

~=that those hospitals could go up to the two percent. We are
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really in a very, very difficult situation. We have been
doing this and going right along.

You know, every year we hit the providers, and that is
fine; it seems to work out all right, but now we are coming
to the fellow who every day fed his horse one less straw of
hay, and he just .got it down to zero when the- horse died;g.
and'ﬁe Are close to doing that he;e, I.think.-'j T

I wonder if it-would'be possiblé for‘theﬁ to také a:iooR
inté that suggestion and possibly do something about it?

The Chairman. Senator, we looked at many gradations
Abf it, and we had many questions about regional changes;
ahd what you have seen is one concensus that was achieved
after viéiting With your staff and all staffs of the members
of this committee over a substantial period of time.

Go ahead; you have some comment on it?

Ms. Weiss. Senator Chafée, we did request the
Administration to look for us at hdw many States and how
many hospitals that proposal would involve. I think the
Administfation spokesmen are on their way, and I don't
know if they have bgen able to get that information; but
our first step to h%ve a sense of how many hospitals and
how many States that would affect, partly so that we could
aék CBO to assess the budget implications of it.

Senator Chafee. I am just very worried about it.

The Chairman. I understand the concern, and I have some
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of the same problems. I think we will obviously have some
differences with the House, and we can bear those in mind.

I doubt that the committee is prepared to change the
formula at this point. Are there further comments?

Senator Durenberger. Mr. Chairman?

The Chairman. Yes?

Senator Durenbe;ger. I‘have two other pointS~to'r§ise
on Medicare, if we are waiting for somebody.

Senator Chafee. Have we finished this one? Or whefe
does this one lie now?

Ms.” Weiss. If the staff could have =~-

The Chairman. Let me say this, Senator. If YOu would
like to make a proposal wé can vote on it, up or down.

Senator Chafee. The trouble is that I don't know the
revenue implications. Maybe we had better wait until the
Administration'gets here.

The Chairman. All right.

Senator Durenberger. Mr. Chairman, there are two items
that I have discussed with your staff this morning. One is
an issue that comes around every single.year, and that is
ai:provision which we usually have'in reconciliation to
terminate the Secretary of HHS's authority to conduct
demonstrations involving competitive bidding for clinical
laboratory services,

We stopped it in, COBRA. We stopped it in OBRA. It keeps
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coming back. The House has a provision for a two-year
moratorium, and I am just offéring or suggestiné that we
put in language in reconciliation that would terminate the
Secretary's authority; or if you are not willing to do that,
to at least adopt the two-year moratorium language that is
in the House bill.

The Chairman. Staff?

Ms. Weiss._ Senator, we were made aware of that this
morning; and my understanding is that it would be ihcluded
in the package.

Senator Durenberger. All right. And the second point,

Mr. Chairman--and I thank you very much--the second point is

with regard to a.bill introduced by a,number of us which
would provide for payments to certain rural hospitals,
nonprofit or public, with fewer than 100 beds $50,000 a
year grants for up to two years to provide planning money
for changing the nature of the business that they are in.

All of us ére experiencing this revolution in small
hospitals where they are trying to change what they are
doing so they can stay in the communities.

The bill is cosponsored by Senator Dole, Senatof
Mitchell, Senator Lugar, Senator Pryor, Senator Riegle,
Senator Danforth, " Senator Heinz, Senator Kassebaum,
Senator Hatch, and a number of- others.

It doesn't have,é dollar implication here, as I
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understand it, we would be merely authorizing it. It has a
$15 million authorization nation-wide. It is one of those
amazing little things that doesn;t cost much money, but in
certein communities it means a tremendous amount.

And I.think the dollar problem gets shifted off to the
appropriations process,.rather'than to us.

The Chairman.. Dr. Weiss, if you would,comment?p.c

Dr. Weiss. Yee, M;!.Chairman. We could include in |
.the package an autnofizeinn for expenditure of those fnnds,
and it would not ha&e a dollar implication insofar as your
package is concerned. Those would have to be appropriated
dollars.

The Chairmans Is there objection? Comments?

(No response)

The Chairman. If not; we will adopt it then. All right.

Senator_Durenberger, Thank you, Mr. Chairman.

The Chairman. Senator Mitchell?

Senator Mitchell. Mr. Chairman, I just wanted to make
a comment on one gspect of the package. Earlier this year,
T joined with Senator Bradley in introducing'the Medicare
Home Health Serviceeilmprovement Act of 1987, and I am
pleased that most of the provisions of that bill have been
included in tnis package.

I am disappointed that the provision which would recognize

occupational therapy as the fourth skilled service, which"
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would qualify beneficiaries for the home health benefit,
was not included.

It is my understanding that CBO in its preliminéf}
indication was that the cost of such a provision would be’
substantial; and for that reason, it was not included in
the package.,.

I ask that CBO be directed to continue research on
this';ésue to.de§enmine the extent of ﬁtiliéatioh‘ané'_j
increase 'in cost in deliVéring,occupatiohal therapy éér&ices
at home so that this committee may. have an opportunity to
review and hopefully include such a:provision at a later
time.

1Iﬁhave requested that CBO be directed to continue
research én the issﬁe which I raised, Mr. Chairman, so that
we can have perhaps a mqre'precise_estimate and be able to
reconsider it at a later time.

The Chairman: I assume thérg_is nq objectidn to that.

(No. response). Q

Senatqf Mitchell. Thank you.

The Chaifman. We will accept that. Yes, Senator

f
Pryor?

t

Senator Pryor. Mr. Chairman, thank you. This is a
staff request, Mr. Chairman, and this would relate to Item
10-=I guess it would be page 10--under Outpatient Radiology.

It has come to my attention that the HCFA figures being
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used to compute the payments under Medicare for the
outpatient services are somewhat outdated, and it would be
my request that it be called to HCFA's attention and also
to request a more updated or more recent figures.

The Chairman. All right.

Senator Pryoer. I thank the chairman.

Dr. Weiss. That could be included in the report
lénguageg Is that whafAyéu wouldférefer?

The’Chairman, Please. If there is no objection, ﬁhat
will be done. Are there further comments?

Senato: Chafee. Mr. Chairman?

The Chéirmane Yes?

Senator Chafee. T have a queStion. It seems to me
that in here there i§ a preference created for State
organizations to do peer review. Is that intentional, and
is that going to restrict it to State organizations doing
peer review?

Dr: Weiss., I assume, Senator Chafee, you are referring
to the proyision regarding reopening of contracts in the
event that there is-gn in-State bid?

S¢nator Chafee; . That is right.

Dr. Weiss, Alllright. That was an effort to arrive
at a compromise that would be accéptable to several members

of the committee who have interests in seeing to it that State

organizations bidding have an opportunity to compete for the

[l
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contract.

Senator Chafee. But it gives them a preference, doesn't
it?
Dr. Weiss. No, there is no preference. All that it

does is that it opens up the opportunity for the contract

4to_be.rebid.

Senator Chafee. But wouldn*# they po?ma;ly haveya,right
to.bid? What does it do? It changes sométhiné.:'v.

| Dr. Weiss. Just a moment, please. |

(Pause)

Senator Mitchell, May I address that?

Senator Chafee. Yes.- |

The Chairman. Senator Mitchell?

Senator Mitchell, It is intended to address a situation
where an out-of-State: organization gets the contract; you have
peer review in another State,

Sv'ehato_r‘ Chafee, Right,

Senator Mitchell, That is precisely the situation now
where a Rheode Island g@rganization conducts the peéf review
in Maine, I£ is g ggod setup.

(Laughter) |

Senator Chafee. And so what?

Senator Mitchell. So, all this says is that if an
out-of-State éontract is in place, and the contract expires,
instead of being autogatically renewed if there is an in-State
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organization that wants the bid they have the right to bid
on it. It doesn't permit HCFA to just constantly
autométically renew these contracts.

And I personally think it is an outrageous circumstance,
where the HCFA denies the opportunitylfqr a physician-based
organization withiﬁ~the'State‘to have:the apportunity to
participate in- peer review~and:ge§s someone.else to do it.

That would be tantaﬁount to héVing someone from Indiana
conduct péer‘ﬁeview in West Virginia, and I don't know how
the Rhode Island people like the situation in reverse; but I
cén tell you that the physicians and others in Maine don't
like it one brt}

Senator .Chafee. All you are saying is they have a
chance to bid.

Senator Mitchell. That is right.

Senator Chafee, T don't want to contradict you, but
could E just a;k Mr, Mihalski a gquestion on that? It just
leﬁs ﬁhe others get into the bidding process?

Mr; Mihalski, @Reading the explanation, sir, it says

that the Secretary will be required to give additional weight
A% .

to selecting a PRO té the in-State organization, which would
tndicate to me that there is --

Senator Chafee. That is even better than I thought it
was;

(Laughter) )
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Senator Chafee. Your explanation fell a little short.
The Chairman. Afé there other comments?
Senator Chafee. I éon}t like the provision. Note that.
The Chairman. Are there other comments? |
(No response)
+ The Chairman.’ Lét.me‘say tﬁenﬁ£hat%¥:th}nk:we are

LT s,
L ay -

Senator Heinz. Mr.'Chairﬁanﬁ ;'donitfﬁan#-ﬁo disépufégé
you, but I have a couple of things I would liké to briné up,
if I may. |

The Chairman. All righf.

Senator Heinz. And I don't wish to detain my'colleagues.

The first has to do with the nursing home quality |
provisions in which Senator Mitchell has played such a
leading role and which this legislation reflects a good
deal of his and my bill, S. 1108.

Mr. Chairman, one thing that the bill does that I think
we could improve upon, which has no cost, although I haven't
had a chance to discuss this with Senator Mitchell, is that
the intermediate saqptions proposed in this legislation and
there is a list; and:thenlStates are given ‘an option to
choose as many or basically none of the intermediate
sanctions that they want.

We know that it is somefimes pretty difficult to get

States to adopt these intermediate sanctions because of the

Moffitt Reporting Associates
(301) 350-2223




10

1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

72

political pressures against them. That is what the General
Accounting Office documented for us all too recently in
their Study.

And I would like to propose that we, in effect, by'
contract specifically authorize the States to utilize all
of the listed intermediéte sanctions so that those
authorities are nét'méde avgilaple tp thgm, ;s{I guess‘wé
originally proposéat€  | | | |

- The Chairman, .Can I have staff éomment oh that?
Frankly, T aﬁ trying not .to lose my quorum and get this
bill reporfed out.

Dr. Weiss. Yes, -Mr. Chairman. The Mitchell bill allows

the States to-choose from a variety of intermediate sanctions. .

We ére looking for you right nbw to tell you what those
sanctions might be.

(Pause)

Dr. Weiss. Under the Mitchell bill, the States wogld
be required to impose three typés of sanctions: directed
plans of correction, the appointment of recéivers, and one
or more of the sanct;ons spécified in this next list: civil
finds, on-site moniggring by an agency-reséonéible for
conducting the certification sﬁrveys, withholding or reducing
amounts otherwise payable to a facility, and ény other
sanction designated by the Secretary.

As I understand your proposal, Senator Heinz, that would
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be to mandate? |

Senator Heinz. That is right. To mandate the
availability of each of those senctiohs; Obviously, it
would be up to each State to decide whether in a particular
case they would want to use any_ef'them.

- Dr. Weiss. So, the issue here then is one rélating
to_whether you would preferit0<reteinnState%flexitilitx or-
a mandatory system, or a. mandatoty set of senctlons°

Senatoer ge;nz, That may be rlght but 1t ought to be
clear that States are not compelled to use any of the
sanctions,.but we would make them aQailable to the States
so that they would nat have to legislate them.

Senator Mitéhell. ;Mr;[Chaifman,'maY I. inquire. of .Senator
Heinz? |

The Chairman. Yes.

Senator Mitchell,TTIs.ithYourxiﬁtention”to_effer an
gmehdment so this is something we may debate, or is it just
something you are discussing?

Senator Heinz. @o, I am offering ah amendment.

Senator Mitchel}..eOh,fallzriqht. Mr. Chairman, may I
respond?

The Chairman. Yes, please.'

Senator Mitchell. Reluctantly, I oppose the amendment,
and I urge the members of the committee not to accept it.

I have worked very closely with Senator Heinz, who has
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been an oﬁtstanding leader in this particular field and in
others. I am sorry I was not aware that this was going to
come up until just now, bﬁt the bill that I introduced—-and
much of which is iﬁcluded in the pending legislation--is a
very carefully balanced compromise involving all interests
and is an effort to move forward with some substantial.
areas of reform. P

.Senator.Heinz has cbntributed greatly_ﬁo that effort,
and I understand the point he is making.

My bill gives State legislators the list of sanétién
options to choose from, and T think that, if we start now
changing the provisions, I am concerned that we would upset
the balance that this legislation seeks to achieve.

Therefore, T would hope that the amendment would not
be accepted; but we are going to be at this procesé for
guite a while, and I would hope that I could discuss it
further with Senator Heinz ahd perhaps at some 'later time
try to reach some understanding.

Senator Heinz, Mr. Chairman, if the Senator will yield,
I would be pleased tg not insist on the amendment right now.
It wérked out prettg well on prescription drugs, I think; but
this is a recenciliation bill, and we may be. precluded from
offering an amendment to it on thei floor.

Senator Mitchell. Right. Senator Packwood, in his
opening remarks-earligr laid out what he expected to occur,
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which was a presidential veto énd a failure to override, and
then we would be back at this process again.

Senator Heinz. I didn't necessarily subscribe to
Senator Packwood's scenario.

Senator Mitchell. And I am not agreeing.or;disagreeing.
I think what certainly is possible that max:occufﬁjandif;.

Senator Packwood. I am sure offthe¥yé#§; |

Senator“Mitchell. Yesf ﬂ;

Senator Packwood. i;£hiﬁk I-ém sure ofitﬁe ove?ride,
but I wouldn't swear to it,

Senator Mitchell. I‘thihlee;;l;éaékpéwledgé that that
is at least.possibler—some‘would say»likelye-and I can't
assurefthat} But all I am SaYing is that,.for now, I would
feelvgonstrained to oppose the amendment; but having had good
experience‘with Senator Heinz and manyvbthers, I would be
happy to discuss this at another time.

- Senatox Heinz. Mr, Chairman, I won't insist on pressing
it to a vote because I hope we can wofk sométhing but, but I
think this is something we ouyght te do.

Mr; Chatrman, g;would like the staff to comment, if they
would, on two proposéls: one involving the Medicare home
health and the other involving nursing home denial refbrms.

One involves physician review of home health care claims
denied on the basis of medical necessity and appeal to fiscal

intermediaries, and tpe second that a simple, just plain
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English notice of beneficiary coverage and appeal rights
for home health and nursing home care be given to.patients
by appropriate providers when care is sought andvby FIs
when care is denied.

The first question: Are you familiar with my proposals?

Dr. Weiss, Yes.

Senator Heinz. Segond;' Have we got a reliable»cést-
estimate as yet? I ém»advised thét_CBO now says thét there
would be no cost counted toward the budget target. I want
to be sure that is corregt,

Dr. Weiss. With reépect ﬁo physician review, we were
told this morning that the cost would be in the neighborhood
of $5 million. |

Senator Heinz. A physician review would be $5 million?

Dr. Weiss. That was the estimate we were given this
morning. Yes.

Senatoer Heinz. And as to the beneficiary notice
provision?

_Dr. Weiss, From the committee's perspective, it would
be a zero becausefiggis,an appropriatedAamount of money.

Senator Heinz.. On the beneficiary notice provision?

Dr. Weiss, Yes, sir.

Senator Heinz. Is that true as well of the physician
review?

Dr. Weiss. I can't answer that question right now,
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Senator Heinz.

Senator Heinz. I am advised that it is an administrative
cost, subjectlto appropriations action, and Eherefore would"
not be'counted toward the budget target. Is that correct?

Dr. Weiss. CBO says that is correct.

- Senator Heinz. Mr. Chairman, I would urge that we adopt
both oﬁAthese@- Théy will not cost or be'scored aéainst'us~_
and the Appropriatians Committee will ultimaﬁely decide
whether this is funded, as I ﬁnderstand it.

"And I think we a}l are familiar with the problem we have
with the denials of home health care by peéple who don't
know what they ére doing because they ar; well meaning
people but they axé not mediéal;y qualified to look over
the shoulder of a doctor.

I think Senator Mitchell's admonition that he wouldn't
want someone from Indiana making judgments about Maine~-boy,
do we have that in séades-right now--on the review of home
health care reimbursemeng where the FIs are concerned. They
are second guessing doctors using those 4-85 forms, and
it is a mess; So, giwould hope we could do this.

- Senator Mitcheli. Mr. Chairman?

.The Cha_iﬁ,mna_n‘.~ Senator Mitchell?

Senator Mitchell. I am sorry I wascdccupied while
Senator Heinz was making his statement. If you are going
to go on to other thipngs, could I have a few minutes to talk
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with him so I can find out what it is he is proposing and
then be able to e#press a view'on it?

The Chairmaﬁ. Yes.

Senator Mitchell. Or are you near the finish?

The Chairman. I am near the finish. While they are
talking, why don't you go ahead, Senator Boren?

Senator Boren,. Mr. Chairman,-this is a proposaliqn}
the spending sidé‘which has no cost--I think,.iﬂﬁfacty a
small saving to the Federal Government;-énd I wili explain
it if I can.

There afe five or six States which éroVide optional
income benefits--SSI benefits--to people in their States
who are éver the income line. In other words, they are not
geople who aré‘mandqtorily covered under the Federal érogram.

In some States-ffive or six--have just decided it is
their own option to provide additional benefits to them.
HCFA has now come in with a proposed regulation_thafjwould
say that those Statesnﬁon that part that is just optionai,
that is being funded by the State funds——tﬁat'they héve to
also apply the inccmF disregard to the first $20.00 of
income to those people in order to make more eligible for
what is st#ictly- an optional program., i

And 1 see no reason to do that. 1In fact, if thésé
States end up WLth_Staté funds that we are costing here,
It is going to end up,é with Oklahoma, for example, needing
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lot of those optional State programs will simply be ended,
and the Federal Government in the dtong run will have to
pick up more people probably, ultimately, in their own
Medicaid program,

So, I would like to propose that affected States that

have these purely optional SSI payments to individuals

‘'whose income exceeds the Federal SSI standard will be

allowed to determine Medicaid eligibility for these
itndividuals receiving only optionai State asSistance without
using the Federal disregard standard in determining. this.

The only purpose I can possibly seé as to why HCFA
s going to de this is just for some reason of purity of
standardization.

I think it is really a hafdship on these States, and
it is just going to discourage States from going ahead with
these optioenal programs.

It has no cost, as I can see, and‘maybe a very slight
saving down the road to the Federal Government. It saves
the States money, but not the Federal Gové:nment;

Senator Matsunaga, Will staff comment on this?

Dr. Weiss. Yes, Mr. Chairman. Senator Boren, we have
some confusion here with respect to the Congressional Budget
Office not beiné clear on precisely what it was that they
were supposed to be costing.
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Senator Boren. Yes.

Dr. Weiss. So, while I believe you have or your staff
has an estimate that it would either save or have no cost
associated Qith it, we have Don Muse looking at it right
now again to be sure.

- Senator Boren. . Right. ‘As I say, we are only affecting
State money. We are not affecting any Federal_moﬁey.l So,
there is no poteﬁfial way it could possibly cost the Federal
Governﬁent any money. | |

It would be a3 matter of whether or not it is going to
save the Federal Government money;down the road, as I think
they will; but we are talking about State money in an
optional State spending program.

Dr. Weiss, Dr; Muse evidently has‘a couple of questions
he needs to ask you fof clarificatioﬁ so that he can make
thatidetefmination,

Dr. Muse. Sir, the way the Federal Government is
involyed in this at @all and why HCFA has some jﬁrisdiction
is that ff a State chooses ﬁo have a supplementary program
and a person under gpat pfpgram gets a check, they are
eligible for Medicaid; and Medicaid is a federally matched
program. |

Senator Borxen. Yes.

Dr. Muse. As I understand your amendment, in your State
+f somebody walks in yho is $20.00 over the limit, the State
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can choose not to disregard the $20.00. 
Senator Boren. No, it is the opposite. Yes, that is
right. The State can choose not to disregard it. |
Dr. Muse. Therefore making the person eligible?
Senator Boren. No,.it is the opposite. This will,

cause more people to be eligible under what I am proposing.

In other words, if we are forced to disregard--and ;ight«nOW'.'

we do not disrégard-—but if Qe are forced to disregar&; we
will make more people eligible. | |

AThat.will_cost both the State governments more and the
Federal Government more. |

Dr. Muse. Yes, sir, That is the way I originally.
understood it.

Senator Boren. That is correct,

Dr. Muse. That would save some amount of money in the
States with such programs. |

Senatér Boren. It would save the Stétes some money, and
in theory would save the Federal Government some money
because it would make fewer people eligible. Since it i§
an optional system, }t seems straﬁge the Federal Government
would be wanting usf£o apply an income disregard to make
ﬁore people eligible for State funds and Federal funds than .
otherwise would be eligible.

So, Mr,.Chéirman, I would 1ike to move adoption of the
amendment if there is no objection to it. It simply would
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leave it as it is now, with the States not being mandated
to apply the Federal disregard. |

Senator Matsunaga. The chairman indicated before he
left that he had no objections to it. Any objections to
the proposal?

(No response)

Senator Matsunaga. If not, without objection we will
adopt it.

Sehator Chafee;‘ Mf. Chéirﬁan?

The Chairman... Yes, Senatér;ChafeeZJJJm?

‘Senator Chafee. I have an amendment which. deals
with the cﬁrrent system of Medicaid waivers for the disabléd;
Currently, the way it works is if a State gets a waiver for
those caseSH—Medlcald cases~-with a physically or mentally
dlsabled person, they can apply Medlcald funds to home care
or to community care, rather than just institutional care.

What my bill w@uldldol_whigh'is supported by Senators
Mitqheli; Armstrong, Bradley, and Daschle from this
committee, would say that it would chénge this system and
not make the-waiver.pequired and would permit the State to
provide a host of services, both in the community and at
home; for those who are phyéically and mentally disabled.

The Chairman. Do we have a cost problem on that?

Senator Chafee. We actually savé some money. CBO says
we save money in the first three years.
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The Chairman. I would like the commen£s of staff on
the provision.

Senator Chafee. This is 1673. Go ahead.

Dr. Weiss. Yes. This measure is very controversial.
While it does havé sigﬁificant support in the committee,
there was . some gbncern, particulariy'dn the part of theA
Administration, with respéct-to including‘tﬁis measﬂfé;in:
the package. | |

The hill is opposed by groupsiof-parents who believe
that'dévelopméntélly-disabled children receive better care
in larger instifutiohs; and the Depértment of Health and
Human Services estimates the cost of the bill at $800 million
in fiscal year 1989 and $1 billion in fiscal year 1990.

'Now; CBO dcés not concur in that esfimate.

Senator Chafee. - I think that is unfair. I thought the
rulées we playéd by-ﬁexe were CBO estimates; is that correct?

The Chairman. ?es: Generally, T think that is correct.

Senator Chafee. So, tﬁus, to come up with other than
that that we cannot rebut or don'‘t knbw about, I don't think
s quite fair; butlghe CBO. says it saves.

The Chairman. ‘Are there further comments on it?

(No response)

The Chairman. I understand it is quite controversial,
this pérticular amendment; and I have had quite a number of

constituents who so advise me. Are there further comments
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on it?
(No response)
The Chairman. If not, the amendmént is proposed. all
VOtiné in favor make it knqwn by.saying "aye."
(Chorus of.ayes)
The Chairman. Opposed?
(Chprus of noeé)
The Chairman. Let me see a show of hands.
Senator Chafee. We can take'a hand vote.
The Chairman, All for it make it known by saying "aye."
(Show of hands)
The Chaimman. Qpposed?
(Show of hands)
The Chairman. Did you get a count?
Mr. Wilkins, I counted four ayes, six noes.
-The Chairman. All right. The amendment fails. -
Senatér Chafee.. Mr. Chairman, could we do this? T

wonder if you would be good enough to commit the committee

‘to having ai hearing on this at some time? We have had

hearings in the pasty but I would feally like to have
another heafingﬂ_ This is a big, important measure, I
believe.

The Chéirman, Senator, I will be happy to do that. I
am not sure we will get it this year. You know what we are
up against: ,
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Senator Chafee. I am not saying this calendar year.

The Chairman. All right.

Senator Bradley. SMr;"Chairmah; it is very important.

The Chairman. It is an important issue. I agree with
that. It is a highly emotional issue, particularly with
'thésé parents who are persohally involvé&@?

" All right. Yes, I will do that.

Wwe had another amendment that was frahkly agreedltb
last night, and that was the one on'the coﬁputer, 1706.

Senator Moynihang.:l706 was agreed to.

The Chairﬁanﬁ And that was to be a part of this.
Would staff have any comment on that?

" Senator Moynihan. Mr, Weil was going to do that, but
the'arrangement on 1706 is that ;e will £find the revenues,
plus $20»million, I# is a guestion of date right-now.

The Chairman:. The industry will, That is right.

Mr. Wilkins, I just want to be sure that that is
worked out and that the potential Budget Act problems with
that are being add;ress.e.d .

Senator Moynihan. It is within three minutes of being --
The medel is beinq:run right now. Yes.

The Chaixman. Are there further comments?

Senator Pryor. Could I ask a question of the staff,

Mr., Chairman?

The Chairman. :Yes.
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Senator Pryor. On the patient needs allowance, it is
my understanding that we have found the extra dollars--is
that correct?--to increase from $25.00 a month to $30.00.
a month. Am I correct?

Dr. Weiss. ‘Yes, that is correct, Senator Pryor.

Senator Pryor. And the last change made in that was

19747

Dr. Weisé; ‘That‘has“not been increased sinéé_the~§rogram:
went into effect in 1975. | | | |
Senator'Pryor, And would this extra $5.00 be payable
n 19887 Mr. Chairman, they can aQSWer.thaﬁ later. We can .
talk about that latér,
The Chairman, All right.
Dr. Weiss. That would be 1988, Senator Pryor.
" Senator Pryor. All right. Thank you. |
‘Senator Moynihan, Mr. Chairman, I move the arrangement .
on 1706.
The Chairman. It is in the package, but we had to work .
out seme of the.details,
Mr. Gould. We:pave worked out some of the details on
a proposal that would repeal Section 1706, which is the
prgoposal on thé provision that has caused all the furor among
computer programmers. It would repeal it effective the
first of next year for indome.tax purposes.

The revenue offset would be the imposition of a
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withholding tax on the contractors who ﬁave benefitted by
the repeal of Section 1706. That rate appears to be a 10
percent rate, bﬁt the agreement would be that that would: be
adjusted up a point or two if necessary to come within the
revenue constraints.

The‘Chairman. "All right. Are there further comments
dn it?- | . |

Senator Mo?nihan, f thank Mr. Gouldhf

Senator Mitchell, Mr,‘éhairman? .

- The Chairman.- Yes?

Senator Mitchell. i was under the‘impreSSion'as a
result of the discussion that‘theré would be a compromise
proposal made. What we are hearing now is simply repeal of
the; provisian,

Mr. Gould. This repealnof i706 is only for income tax
purposes} and then, in turn, it institutes withholding so
that these computer programmers‘would noi longer be labeled
“empioyees,“ which_they~doh\£ want to be labeled "employees."

However, they would still have income tax withholding
at a 10-11 percent ;gtea-something in that neighborhood--which,
of course, normally«independent contractors do not have.

Senator4Mitchell. Mr. Chairman, I am not going to object
just ﬁo hold up these proceedings, but I would just say that
this is a very controversial issue. There are two very
sharply divergent points of view here; and I understood, based
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on'the discussion, that there would be a compromise. I

don't regard repealing the provision as much of a compromise.
ﬁr.‘Gould; In addition, Senator Mitchell, this

proposal would not repeal the provision for Blanket purposes

~flike a payroll tax would continue to apply. It repeals

it for income tax pu:poées, but it arguably splits %t down

thg middle and‘thenlapplies withhqlding - |

Sénatar Mitéhell; Bu£ it places taxpayers in one;
categofy for inédme tax purposes and in another category
for other types of taxes?

Mr. Gould. That is right.

Senator Mitchell, f won't 6bject on the grounds that
x‘know~you want to get this thing goiné, but I don't agree
withfthis."And if this matter comes up again, I think we
Ought £Q4révisit it and discuss it.

The Chairman. Yes. 'I assume it will be coming up.in
the conférence, All right. Can we have a vote then?

Senator Moynihan. I move the amendment.

The Chagmman. ALl right,

Senator'Mitchel%. Mr . Chairman, I would just like to
say that I have had_é-chance te discuss with Senator Heinz
his two amendments; |

The Chairman. Let me get his. He has moved on his now.

Senator ﬁitchell, Oh, I am sozxry.

The Chairman., All in favor of the amendment as stated
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make it known by saying "aye."
(Chorus of ayes)
-The Chairman. Opposed?
Senator Mitchell. No.

The Chairman. Carried. All right. Now, let me hear

what you and Senator Heinz have been able to work out.

Sena;or_Mitchell.A Mr. ‘Chairman, I haje:had‘é qﬁaqcentb o
discuss with Senator Heinz,Land‘I;beliéve the amendments
hévé merit. T am advised thét CBO haslan éétiméte that is
$5 million and that, since it is a Medicare administfativé
cost éubjeét to appropriations action, it would not be
counted.

.I think that both the amendments have merit. I
understand the Administration is opposed, however. That
should be known by anybody whe votes on it, if they‘ﬁave
to vote. I am prepared tb,accept and support the amendménts
that the Senator has offered.

. The Chairman. Are there objections qn'the committee to
fhe amendmeht?_

(No response)

The Chairman. .If not, if you will move the amendment,
Senator?

Senétor Heinz. Mr. Chairman, I move the amendment.

The Chairman. Yes, sir. All in favor of the amendment
as stated make it knoyn by saying "aye."
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(Chorus of ayes)
The Chairman. Opposed?

(No response)

Senator Heinz. Mr. Chairman, I want to thank Senator
Bradley and Senator Mitchell most specifically for their
help.

Senator Bradley. MrLTChairman?_‘

The Chairman. Yeé?

Senator Bradley. If I could, on page 18, it is‘simély
to give the staff the latitude to describe the publication
of home health carg'pdlicies‘pfoperly. I think the staff

understands the problem. on page 18, and it simply would mean

. rewriting, -when the Federal Register publication would be.

The Chairman. Is there objection?. Does staff have. any?

(No response) ‘

The Chairman. If not, it will be approved:

Senator Chafee. Mr. Chairman, if you are going to vote,
I would like to make a very brief‘statement, if I might.

The Chairman. All right. |

Senator Chafeeii First of all, I do want to thaﬁk you
for including some méasures in here that I have been deeply
concerned with, and I appreciate that.

Second, I think there are a lot of flaws in this bill.

I think when we keep on a telephone tax but not a cigarette

tax, it is not right. I think extending the Medicare tax
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to higher brackets but no Medicare tax on people who are
going to use the service, such as State and local employees,
I thiﬁk is unfortunate.

And I must say I think this has been rather an unhappy
expefience. There have been'statements that we have‘the.

opportunlty to be 1ncluded to contrlbute, but I personally

have not felt that way, but I am not g01ng to beat that._,

There areumany thlngs that I have long believed in thet
are included in fhis. So,VI.am going to vote for this
package, but that doesn't mean I am necessarily going to
vote for it on the floor.

I want to eee whae the other coﬁmittees, whether there
are savinge in the efher committees, how these proceeds that
result in additienai revenues are gqing to be used.

So,'therefore, Vhile I am voting for this today-~that
packggeﬁzthat doesn't mean that I will necessarily vote for
it when Qe'are'finished, that is on the floor.

The Chairman, _Ail:right. Thenk you, Senator.

With that, we will move the bill; and we will put it
to a roll cali,. _

i

The Clerk. Mr.. Matsunaga?

Senator Matsunaga. Aye.

The Clerk. Mr.-Moynihan?

Senator Moynihan. Aye.

The Clerk. Mr. Baucus?
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The Clerk. Mr. Boren?
Senator Boreﬁ. Ayg.

The Clerk. Mr. Bradley?
Senator Bradley. Aye.
The Clerk. ‘Mf; Mitéhelié
Senator_Mitéhel;.:;Ayex”
The Clerk; Mr.ijyof?
Senator Pryor. ~Ayé.A.
The Clerk. Mf.-Riegle?
Senator Riegie. AYe.

The Clerk. Mr, Rockeféller?

Senator Rockefeller. Aye.

" The Clerk. Mr. Daschle?

Senatoeraschle. Aye.
The Clerk. Mr. Packwood?
Senator Packwood. No.
The Clerk. Mr. Dole?

Seﬁétor Packwood. No, by proxy.

The Clerk. Mr. Roth?
. 4

Senator:éackwodd. No, by proxy.
The Clerk. Mr, Danforth?
Senator Packwood. No, by proxy.
The Clerk. Mr. Chafee?

Senator Chafee. Aye.
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The Clerk. Mr. Heinz?

Senator Heinz. Aye.

The Clerk. Mr. Wallop?

Senator ?ackwood. No, By proxy.
The Clerk. Mr. Durenberger?

Senator Packwood. No; by PIOXY, <. woin i

. .
oo

¥

The Clerk. - Mfm Afméﬁréhéégn;fi
Senator Packwood. Ngé'by'prbiyyw'
The:Clefku Mr. Chéi}méné

The Chairman. Aye.

And I must say I am just delighted} We. have ydu'out

for lunch, and we have met the schedule and fulfilléd our

obligations. Thank you.

(Applausé)

(Whereupon, at 12:58 p.m., the meeting was adjourned.)

H
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