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EXECUTIVE SESSION

HeJ. RES. 308 - IT¥CREASE IN¥ THE PUGBLIC DEBT

TUESDAY, OCTOBRER 25, 1983

DISCUSSION OF S.1578 - RETIREMENT EQUITY ACT GF 1983

United States Senate, -

Committee on Finance

¥ashington, D.C.

The committee met, pursuvant to notice, at 11:15 a.m., in
room SD-215, Dirksen Senate Cffice Building, Hon. Rchert J.
Dole (chairman 6f the committee) presiding.

Present: Senators Tole, Packwood, Danforth, Wallop ,
Purenberger, Symmsr Long, Yatsunagi, Moynihan, Raucus, Boren,
Bradley, and Pryor.

Also present: Rod Delrment, Chief Counsel; Michael

|
Stern, Hinority Staff Director; Richard Belas, and George
Pieler, Professional Staff.

‘

The Chairman: &As T understané, wve have on the agenda
today the increase in the public debt, and the Retirement
Equity Act of 1983, Iﬁ is my understanding, having been
notified not by the Senator, but by the Senaée floor, that
Senator S}mms has objected to cur meeting today on the debt

ceiling, bhut we can still'discuss it informally, and then we
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-can vote at 12:01, because thét objection is not allcved

during -the recess. The Senatg then will bte in recess from
12:00 to 2:00 tpday for policy luncheons of Democratic and
Republican members.

I vonder if we might disquss thg reason that we are
asking.for an increase i; the ééiling, and then more t§ the
Retirement Equity'ﬂct_cf 1983; It is my thought that after
discﬁssion of these two méaéures that we can start rounding
up a quoruﬁ..

We need 11 membeérs to report out?

Mr. DeArments That.is cotrect, ve need 11 to tepoft out,
Br. Chairmah}

¥r. Chairman, the committee has before it H.J. Res. 308,

which is the Resolution from the House, which would ihcrease

the debt limit from $1.389 trillion to $1.614.6 trillion. We
have a representative from the Treasury Department, HNr.
Héaly, the:ﬂssistant‘Secretary for Domestic Finance, who
might speak to the level and the need for debt limit
increase.

The Chairmans Mr. Healy, vhen is it necessary that we do
this; is thefe an absoltte deadliné?

¥r. Healy: ©On November 1, H¥r. Chairmen, there ig a
required transfer of §13 billion to the Social Security Trust
Fund, which wvwhen invested in Treasury securities wqpld raise

the estimated debt subject to limit to $1.3¢7-trillion, which
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would be §8 billion above the limit. That would ocecur’
November 1, there is a required transfer based on legislation
passed I believe last year.

The Chairman: Barring some unforeseen wvindfall, we need

to 40 it by November 1.

Iz

Mc. Healy: It isn't even a function of a cash balance.

He will have enough cash on Novemher'1, but the debt subiject

to llm1t as of today is apprcxxmately $1.381 trllllon, and on
the 31st it will be approx1mately §1.386 trllllon. In order
to issue the §13 billicn of new debt for the Social éecurity
Trust Fund invéstment it will‘také-the debt;sﬁbject to limit'A
over the éeiling, |

It'is;not-d éuestion of cash.' There is enough cash to
run the government on thﬁﬁ déte,.bnt'theresis not adequate
debt ceiling_to invest>the‘Social‘Secufity Fund.

The Chairman: There are apparently some who don°t think-

that wve Should extend the ceiling, ve should just let the

President start reducing spending based on the permanent

ceiling. Those are the views, I think, of Senatcrs Symms and

others, but they are not going to be here to discuss them. .
| Is there any other discussion of the debt ceiling
extension?
Ssznator Baucus: Mr. Chairman, I4think it is important to
keep in mind another bigger problem, and that is just these

deficits as théy are piling up, and more importantly the lack
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of any immediate proépect to address those deficits. Just as
a reminder here, iﬁ 1980 thé total public debt - was about $900
billion, the next one is goinag to reach about §1.3 trillion,
and that is an increase of 50 percent in a three-year pericd
of iime ih total public debt, Horeqvert_the annual deficit
has,risen from §60 billiqn, which is 2 percent of GNP,.in
1980 to $207 billion, which i§ 6 percent of GNP. €S0 as a
percent cf national prcduct, there is a three-foid iﬁctéége
over a three~y¢ar périod.

H:.:Chairman,‘I think that the President of the United
siates, Tip 0'Neill, and the House ate doind the c&untry-a
g:eatidissefiice:by not coming'tégegher. I fhink the
P;esideht ﬁas‘to reccgnize fhat_to get the deficit reduced,_
he ﬁas iéAnot oniy cut some spending,,but also increase
revenue.. I_fhink.Tiﬁ O'Neillrhas to réCanize that if the
deficitjisffo be reduced, not only must some revenue be
iﬁcreased, but also there has to be some cut in spendinge.

I aprlaud Senators Danforth and Boren for making the

first proposal, for coming up with the first precise solution

to try to address these deficits. Senator Hallop‘is part of

that coalition, -and I arplaud him as well.,

Hr._Chairman, I think there are a couple of infirmities
in that_apéroach. Cne is that it does ﬁot approach corporate
income taxes, also it does not address some of the increases

in defense spending. I think there has to be even mcre

ALDERSON REPORTING COMPANY, INC,
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symmetry and more even-handedness than is already contained
in the Danforth-Boren proposal..

I would suggest that we move along'the lines of

 Danforth-Boren, that we address some of the inequities that

are contained in that proposal, that is, it falls

I

disproportionately upon middle-income taxrayers, not so much

“on higher income tax payers, and also include some of the

other'gtéas»where I'think we have to address not cnly income}

but also spending, to make it a truly even-handed, more

balanced,.-more symmefrical rrorosal to greater assure the

¢han¢es'of its adoption,_of something similar to it to be
édbpté&;:so-théf-wé cén ihis'year,.not next year, 1985, try
to address'tﬁese-péqblems.r

Iiamcconvinced'that unless.we address these deficits.thié
yeér, ﬁ983fand-198u, ue are going to find that in 1985
uhoever:is»eléctelereSident is going to have a pyrrhic
victbry; isvgoing to héve such tremendous budget problems on
ﬁis haﬁdsAthat he immediately is going to have to propose
Draconian measuresft§ right the economy and to correct some
of the accumula;éd economic difficulties that we will have
built up. |

Interest rates, interest rates will come down, I think.,
if ve act this year or next. Our trade imbalance will begin

to be corrected if we act this year, rather than latere. You

can go dcwn the list of the reasons why the President and Tircg
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O°Neill have to come together and each give in a little bit

in crder to accomplish the greater goal of getting the

deficits down, otherwise the Sword of Damocles is gcing to

. come down-and chop off any recovery that may or may not be

building in these months. It is Alphonse and Gaston, each

5

waiting to go first politely.

~'We are in a pre-election paralysis this year, neither the -

CbngréSsanor”the'President istacting,'and.I think that it is

frauklybout:ageous that thére is not more leadership on both

ends of<Pennsylvania AVenue, because we all know that we have

to'do it,;but ﬁeioré-just;hot doing it.

As,we”todéy oddross'whother or not to iocrease the déﬁt,
I am-foroed to say} ﬂrm Chairman, that I Vlll not support an
1ncrease in th° publlc debt for these reasons, because in‘the
meantime ue are: not‘d01ng vhat we know we should be doing,.
and the'PresidentEis,not-doing what he should be doing,.
neither_is}thé(Speaker offthe House doing what he shculd be
doiog to reach some fai; and even-handed compromise to get

those def1c1ts down.. -

The Chalrman: Cculd I just say one word, and then I will’

yield to Senator Danfotth,
Don*t assume we are not doino something. ¥e are about
ready to submit to this committee a rather substantial

package that we believe is balanced. I think it may be

necessary for us to provide the leadership in this ccmmittee.,

ALDERSON REPORTING COMPANY, INC,
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since we have most of the jurisdiction on the spending and
revenue side, and maybe by doing that encouraging both the

Speaker and the President.

-may take . a little push by someone in the Congress, and I

L4

can't think of a bettet commlttee than this committee to

|
| , i
I honestly agree with everything you have said, but it _
indlcate that there 1s a- vllllngness. By own view is that

maybe- the thte House 1s featful because they don t want to

OFNeill may be hesitanilfcr,the-same'reasonb

get out front on something that is not going anywhere. Tip - -
Based on the vote we had on.. the Hallop-Boren Danforth

p:oposal, ve have been busy ever since: trylng to figure out

some balanced package,»as you suggest, on the spendiny and or

the revenue s'ide,»‘and it.has tc be Substan+ial. - If we are

4on1y g01ng to go $10 bllllon or $20 bllllon, we might as well

not do anythlng.

So ve are-lookibg-at somefbing of much substance, and it
may be avallable as- early as tomorrow or Thursday. Than as .
soon as we have it put together, we will start discussion
with members on both sides Qf the aisle; because T know for a
fact that ihere arevseme,on my side ¢of :he aisle who aren't
going toivote for enything. Their theor} is, don't do
anything, don't worry about the deficits. So it is going to
have to be a bipartisen effort, and I am highly enccuraged by

Yyour conmmentse.

ALDERSON REPORTING COMPANY, INC,
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éenator BEaucuss JIf the chairman would yield, I am -happy
that he is coming up with a broposal. I want to work with
the chairman to find a balanced and even-handed approach,
because.I think ihat it is absolu£ely necéssa#y.

The Chairman: It is done at the urging, Iimight.say. of

R Lo

the ones I just mentioned, rlus Sénator.ang'indicated tc me

- tvo veeks that we just had to do something about the.

deficits, and thatAQas.goéd news, toC.
Jack, did-youvvant-to comment?

Senatcr Danforth. Yes, Hr. Chaltman, thank you very

.much. Let me make some comments, and then I would llke to

'ask some questlons of Treasury.

I thxnk, Hr..Chalrman,_that wvhat you-haye said is the
most.imbdrtaht thinqwfhatfﬁas beenxséid hy a Hemhet cf

COngress in‘months;_ As I understood your comment, ycu were

'looking forward to gettlng togethe: ulth the Flnance

Commlttee this week to See 1f we can come up with some ideas

for major reductions in the size of the deficit.
Tﬁe-Chaifman: ¥ajor..

ASehétéfnﬁadfofﬁh: I abcolutéiiﬂigree with Senator
Baucus. I,héveiﬁo’prlde éf'authorshlp in CPI-Hinus Three, it
is simély.é concépt. I share the frustration of Senator
Baucu§ and the.view that we are déing somethipg very bad to

this country in rdnning up these deficitse.

I would only say that tﬁe Finénce Committee has a vacuum

ALDERSON REPORTING COMPANY, INC,
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to fill and we should te filling it. If the FPFresident is not

going to show leadership, if the House of Representatives is

-.not going to show leadership, then what better place is there
to start than here in the Finance Committee, and I think

oSenator-Dole Hasfmade a very important statement.,

+°

My hcpe is that what wve: do, when we do 1t, is big. ¥hy
flddle around wlth 1t. Hy v1ew also is that We, in thls

commlttee, if we are q01ng to take actlon on the def1c1t

‘cannot be too fastldlous ln d01ng so, because I thlnk that

;.fastldiousness. The v1ev that any progosal to reduce the

{def1c1t has to be prec15ely what wve want it to be Or We are

not goxng to go along with it.. If ue are»overly fastidious,

‘then ve are g01ng to be paralyzed Just as the rest of the

goverument 1s>para1yzed.

So I applaud the efforts cf Senator Dole, and I hope that
all of us. vlll be forthcomlng in attemptlng to cooperate wlth
him. | | |

¥r. Chairman; ue have~a-vote. ve are on five-bells. I

fhave some questlons whlch I vould like to ask of Treasury. I

vonder 1f ve could resume after- the vote.

-The Chalrman; let me suggest that tomorrow morning we
are going to have an executive session, an informal session
with Mr. Volcker. I think he will tell us, too, that if we

demcnstrate some responsibility in this committee, and start

ALDERSON REPORTING COMPANY, INC,
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the ball rolling, it might have a rather positive impact on
the economy and the length of the recovery.
I hope that all members will bevable to attend that

meetlng. It is net‘going to last very long. It will start

‘at 11:00 o'clock in the Executive Room. It is an

e Lo

off-the-record se551on.- We vant Nt. Volcker to tell us

everything he mlght tell us 1n a publlc session and more. 'Iyﬂf

A7hope that that v1ll encourage us-to.do better'vork.

You have questlous on the debt ceiling.
Senator Danforth. Yes, I do.

The Chairman._ Re vlll gO'and vote, and then ve come .

~backm I vould like to flnlsh the questionS'on the debte

celllng,.and mcve to the Retlrament Equity Pct. ‘I arn gcing
to encouraqe’a lot-of members to be here at 12 01 so we can
vote‘on both measures. |

(Recess) |
' Senator Danforth (pre51d1ng). Mr. Healy, let.me ask you-
fo:‘some numbets,4 You vwere asking that the debt ceiling be
increaaed.to'vhat’

'Ht- Healy. We have been asklng that 1t be raised to

$1.614, 6 trllllon.

Senator Danforth:_ What is it again?
Br. Healy: It is $1.614.6 trillion.
Senator Danforth: What is the debt ceiling right now?

"Mr. Healy: $1.389 trillion.

ALDERSON REPORTING COMPANY, INC,
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the debt niil.likeiy'exceed §1.614. trillion?

11

Senator Danforth: When will we exceed $1.389 trillion?

Br. Healy: As I said a couple of minutes.ago, based on

estima tes which-are pretty correct, certainly within a-

billion or so, the point would be November 1 vhere there is a

$13 billion transfer te the Social Security Trust Fund.

' s

-Those funds have to be 1nvested in Government securities,. and‘

there vould not be adequate room to lssue all of those
securltles to 1nVest the Soc1al Securlty Trust Fund.

Senator Danforth:{ Po you have a projection as to when _-

_hr; Healy.‘ The be=t estimate that ve have is that the:
Julr mld-seSSlOD rev1ev vould show the debt subJect to llmlt
as of Septemhe- 30, 198u, of $1 608 trllllon, wvhich would be
about $6 bllllon under the new proposed lvmlt.

| Senator Danforth. That vould be what date?

}'Ht; Healy: That would be. September 30, 1984, if those
numbers were correct,'and bear in mind that that far out.,
there’ is a let of Hlndage.

'_Qenator Danforth. Sure-

¥r. Healy. That vould mean that October 1, 1984, ve
would agaln hate to 1nvest the Soc1a1 Securlty Trust Funds.
vhich order of_magn;tude would be about the same as the $13
billioh at the beqinhing of.this month. Under that scenario,
ve wouid_he back at that same problem.

Senator Danforths What is the prcjection as to when the

ALDERSON REPORTING COMPANY, INC,
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.1986, it is projected to reach $2 trillion.

.today, I would really appreCLate ‘thate.

12

debt would exceed §2 trillion?
Mr. Healy: I don°'t know-the answer to that question,.
Senator Danforth: Does anyone know the answer to that?
Ve vere‘told the last time we went through this that in
Mr. Healy:- That is-;'reasenable estimate, but I don‘f
have u1th me the numbers from the mld-sesslon review, which

would have that. He can certalnly get it for you.

$enator'D§nforth:. Could'you get me that this afternoon?

'H:; ﬁealy: Sure.

Senator Danforth.f KlserQe projections for as far as yoﬁe,

have-them.iiff'
- Mr. Healy: Sure.
Senater Dénforfh*. I know that it is not a fine att, but

Just 1nsofar as you have the numbets, 1f I could get them

K Healy. There is no prcblem.
Senator'Danforth:~ Can you tell us vhen the national debt
vent to Sf tril;ien? A-
Healy. It vas durlng 1981_-- fiscal year 1981.
Senator Danfocth. Do you know when it reached $500
billion? |
¥C. Healy: Tn fiscal year 1975.
Senator Lanforth: Do you know when it went to $100

billion?

ALDERSON REPORTING COMPANY, INC,
400 VIRGINIA AVE., S.W., WASHINGTON, D.C. 20024 (202) 554-2345
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Er. Healy: I don't have that. ‘It was pricr te 1972,
though, which is oldest date T have on the chart.
Senator Danforth: What was it in 198722

Mr. Healy: At year end fiscal 1972, the gross Fedsral

debt was $437 billion. '

Hr. Brockwey:_'Sehator. it was 1942 when you went ﬁo $125
bllllon. JA’,;:'“19  “fec'”"’> . R . : S
Senator Danforth: Hiell me,,ehat is the interest cost on-
$1.389 t'.x:lll.l.on"~
_'KrpeHealye- I don* t-have it prec1sely.:' ’ B T

Senator Danforth.' Let me- ask you, because I ~don’ t want R

you to have to flnd 1t rlght uow, when you 01ve the debt

flgures, could you also glve me "=-= I will tell you what I.  ‘ :
would really>11ke to see, 1t ls kind of a. thtorlc and future :
looklna v1ev of both the dobt and the cost of 1nterest in
serv1c1ng the debt. That 1s to say, when did the debt reach
$100'b111;on7_$500xblllion( $1 trilliop, and then the preéent
$1.389itrillion,‘aethhe’51.62u;6; projecting it out, let's
say, five years frominow,_what‘dees it lock like, and what
would_your'best ju@gmeht be of the history of the interest,
but:elsp pgojectiﬁg“it out?into_the future. Could you do
that? | | ‘

ﬁt.'Healya Fine. T em not sure that all cf this is

going to be available early'this afternoon, sc it may come tc

Yyou in two passes.

ALDERSON REPORTING COMPANY, INC, |
400 VIRGINIA AVE,, S.W., WASHINGTON, D.C. 20024 (202) 554-2345 i
|




S5

, 16;
a2
A y |

14

15

-
T
18
19
'2Q

27

24

25

14

Senator Danforth: - That is fine. I hate to give you a
lot of work to do, but there is a specific reason why I vwould
like it today, if I could get it. 'Could_you also get the
figuresnasna percentaue of CKNP. '

Mr. Heaiy; Yes. |

Senaton Danforth. Tnank you.

‘fnrt,ﬂealy. Could I add one to your list?

Senator Danforth; Sure.-

Htx.Healy;4 %e d1d thls, because it is a relevant
ana1y51s.; In one of the tables, whlch I found 1nterest1ng, -pfn
we dld it.as a percentage of t-‘ederal outlays. |
| Senator"Danforth.” Thank you. |

Let ne ask you;'what would be the effect of not extendlno
the debt celllng,’wha+ vould happen? |

‘H:. Pealy._ Over what *lme perlonv I can give it tc ycu
almcst day by day, so why don t vwe start with the first day.

» The flrst thlng that uould happen is that the Soc1a1
Security funds could not be invested in Treasury securitiese.
So those fundg would begln to lose interest. Alsc cn the day
after the celllng vas not extended, at least two kinds of
securlties 1ssuance>uou1d have to be stopped, whlch would
normally occur on a daily basis.

| The one thatAvould affect the largest numbet of people
immediateiy is savings bonds. We would have to cease issuing

savings bonds, and that embodies a fair amount of turmsil,

ALDERSON REPORTING COMPANY, INC,
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because you have millions of people involved in savings bond

‘purchase programs under a payroll deductions, and those

checks-just‘come in would normally get issued every daY. As

‘much money as comes in, they get issued.

Secondly,.you have what are commonly referred to as

£

:SLUGS, which are special investments by State and local
-governments whlch are used in connectlon v1th refundlng of -

tax exempt securltles. He do 1ndeed issue. thece securlties

vhenever they are demanded,»and daily issuances in. the past
have run from zero to about $500 mllllon, uhlch is the
largest lookzng back hlstorlcally. |

‘Theicurrent pro;ectlon, and_ it is a 11tt1e approx1mate;

but the current pro:ecrlon"ls that unless the debt ceiling is

.ralsed, there would have ‘been issuance on November Tst, 2nd,
V3rd, uth 7th 8£h, and ch I Just have it for the first
'seven days after October 31, all of those-issuancés would be

_dlsrupted because wve wouldn t be able to issue addltlonal

debtf

:That has Variors.impacac on muaicipalities-and other
lseuers of tax exempt debt who are refundlng, uhere they
vould either have to. flnd an alternatlve, or delay their
offerlng, or concelvably even not be able to maken an
offerinc. |

Senator.Danforth:. Can you project, let's take two months

from ncw, what would happen if we had no extension of the

ALDERSON REPORTING COMPANY, INC, )
400 VIRGINIA AVE,, S W., WASHINGTON, D.C. 20024 (202) 554-2345



- 1;.0:

11

i
13
15-

18-

17

18

19
20
21"

22.

25

16

debt,ceiling?

Mr. Healy: Let me give you on= more problem. We can't
get to two months is the short ansver, so let me get you up
to wvhere we can get to. | |

The next set of problems is in connectlon with the

mid-quarter refundlng, which ve are currently in rlght nowv..

Rormally that would be announced October 26, whlch 1<

'tomorrow, and that flnanc1ng 1= exoected to be atout 516

‘billion cf new: 1ssuance, whlch vould refund §£6. bllllcn and

ralse about $10 bllllon 1n new cash.

Slxteen bllllon 1s an approx1mate number, it is not the

offic1a1 Treasury pro:ectlon of what we are-gOLng to announce“‘

tomorrow afternoon, I am not meaning to presume cn that..
Those would'normally'auction.Hovember 1st;'2ndrandt3rd for}
settlement on- Kovember 15th.‘

He'wlll cautlon tomorrou when wejmake the announcement

I

that that auctlon is subJect to the 1ncrease 1n the debt

celllng, because we can t have an auction and then nct be

able»to ;ssue the securltiesr If the debt ceiling is not

ralsed, we Hould not have those auctions which are SCheduled

for the 1st, an,and 3rd of November.

- If that wore to happen, then the result of that is that
it starts to cost the Treasury and, therefore, the taxpayers
money. We don't have a precise.estimate-of that, but the

mid-quarter refunding is the centerpiece of Treasury
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fhonds dlsrupted,

17

financing and the one that is the most visible in the =

market. If they-can't.be issued as scheduled, there will

start to be a substantial amount of disrUpticn in that

'mark'et .

If there vere . an 1ncrease of an elghth of a percent in

7"

'the cost of the Treasury securltles on that ¥16 bllllon of

securltles - an elghth of a percent, 1f it were that little,

could add as much -as’ $250 mllllon to outlays in 1nterest on

%the publlc debt cver the $16 b11110n of securltles.

Assumlng that that all happened, now we have sav1nqs

ve have state and local government refundingfi

dlsrupted.z We are dlsruptlng’the securltles market.
Based on our'current cash ‘estimates, the next prcblem. if

ve need any more problems,'would he the 15th, and on the

_15th vhere the 1nterest payment needs to be made on the delbt

that 1s always the 15th of Eovember --'based on cur

'current estlma es on the 15th, we would be unable to make

spayments on the interest, Or some of the checks issued on the

15th Hould not~have'funds to cover thenm.

Senator Danforth. If we cculdn't pay interest on the

debt, vhat Hould happen’

"Hr. Healy. I am belng a llttle slow in answvering because
I anm het sure_we can dlStlthlSh with any precision on the
15th betveen interest payments on debt, and other payments -

that need to be made in the ordinary course of conducting the
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‘g01ng to pay lnterest .on the debt, or that it wvas- 901ng to

:pay lnterest at a reduced rate, what uould happen’

18

business of the'Goveroment.

There is no ability that we can distinguish betueen not
making any particular payment, which is an obligation of the.
Secretary of the Treasury to make. So when I say "interest ‘
on the deht,f I really use that as the example of why the

payment -

Senator Danforth: I Just vant to ask you one questlon.

I don t Hant to get 1nto the technlcalltles.‘ Suppose that 4f'"

.the Unlted States Governmeut decided that either. it Has not

l;,H Healy. Wlthout glVlng you a legal oplnion, I presume -

that they would go 1n defqult, and the owhers of that debt

'sho hadn t rece1Ved thelr lnterest would start clalming
,default on the debt and to to the court to force the

obligatlons to be pald.»'

Senator Danforth: ’Would lt make lt more difficult to
issue debt in the future’l_”

'HA Healy. I.think 1t'wou1d question forever the

rlsklessness of ounlng a Treasury security. Hohestly, we

haven t even contemplated that asda possible scenario, vwe
thought the other horrors vere awful enough, the mere fact
that_there is publlc dlscu551on of that.

Senator Danforth:- Thank you; ¥r. Chairman.

Senator EBradley: ¥r. Chairman.
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The Chairman: Yes.-

Senator Bradley: Hay I ask you a question about your
intention on.the’disability insurance?

The rumor is that the Ways and Heans Commlttee is puttlng
it on the debt llmlt blll. The rumors are that it mlght be -
put on the debt 11m1t blll when it gets to the floor in the

Senate. I vas Just curlous, wlll we avert that by hav1nq

markup here in the Flnance Commlttee sometlme soon on

'disablllty7

The Chalrman; I am not certaln what pattern Ve Hlll
follow. I met Hlth Senator Cohen and Senator Levln
yesterday; I‘am meetlng today at-u 30 wlth Secretary Heckler.
and Hrs. HcSteen.iwho I guess Hlll be nominated to be the new
Social Secur1+V_Adm1n1<trator, to;see wvhat the hdministrationx
is villing to do.:¥  ':_ 1Vi“' : ‘

Frankly, the Plckle blll about a $3 S bllllon spending
lncrease, and the Lev1n Cohen 1s even more. He have

scheduled temporarlly a hearlng on - Frlday afternoon where the

flrst wltness vould.be Secretary Heckler. TIf she can wvork

out some accommodatlon to - satlsfy not only those who are on
the dlfferent bllls, but also some who have some reservations

about it, we.mlqht nct need a hearing. It is, you know, a

rather radical change in the program.

Senator Bradley: It is your'intentionlto do something,

thouwh, on disability?

{
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The Chairmans: It depends on what something is. .
Senator Bradley: More than an extension?
The Chairman: Yes. They get into the medical

improvement, which to me puts the burden on the Social

- Security Adminiétration«to rrove .that ycu can't do ycur jot.

e Lo

I have just.cot to believe that'thete are a lot of people on

fthe rolls that probably shouldﬁ 't be there, and there are
fprobably a 1ot of peOple not on the rolls that should be

'thete.h I hope that e don t take all the teeth out of vhat

if we can work 1t out.ewfe_f

Senator Bradley..'I'thank thetchaifmen;
Senator Long._ Could I Just speak- to .that for a moment.

ﬂt@ Stetn mlght recall the detalls better than I do., but

he v111 agree wlth my pos1tlon because he has given me a lot

of my 1nformat10n on the subject.
o When He passed thls dlsablllty law, it was our

understandlng that we were: g01ng tc put on that roll people

-who vere totally and permanently dlsabled. Isn*t it correct

that thls is what ‘ve . were talklng about?
Hf; Ste:p;“ Yes.ux.. o
Senator Loneav That meant by a very strict test.
Hf..Stern:> Inability tc engage in any substantial
gainful activity.. .

Senator Long: _That is right.
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:four tlmes the;estlmate, dld 1t not’

;tlmes what lt uas supposed tc be, lt was because Ve had four;:“

We had our estimate as to what that was going to cost. T

can recall when Walter George made his speech explaining what

that vas going to cost at the tlme wve passed that through the
Unlted States Senate. It passed by a single vote. If any

one-of us had voted no on that, it vouldn t have passed. I o

[ )

vas one of the co-sponsors .on that amendment.

Slnce that tlme, the cost of ‘that progran vent to about

Mr . Stern. That is correct.

Senator Long.f In looklng 1nto lt to see why lt vas . fourf:i

tlmes as many people on the rolls 1S we had estlmated ve were:
901ng to have on there. Isn t.that:the size of it?

iH Stern.» Yes;rsxrahv | |

Senator Long.' th were they on there° Some cases
because of the examlners; some cases are people on appeal,
and in some cases the courts._-Each one of then vould look at

a case. _Each person'flrst persuades himself that he needs

'money, so he first persuades himself that he is disaltlesd. . |

Then he proceeds to- persuade other people that he is

_dlsabled._ He can t persuade the examiner, he will persuade

somebody'on.appeal.A They make themselves look sad, make a
sad case to people, and they go on those rolls.
I am Jjuset familiar with a considerable number of cases

that have come to my attention, and those people were not
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(:) 1 disabled at all unde: the terms of that till. I can give you

2 a sad case where a person can be handicapped, but not

? » 3 disabled. 4

- | ' f&i Ihhad.alnoman uhohwas wo:klng'fqr me- She was Horking.
5 narttimey and‘pazttime for other neOple. She canme dcﬁn wlth‘
6 canser; He all felt badly about that, but as far as my v1fe-

V,fl'and I uere concerned, as long ‘as she could get around and do -

'Siany work at all, we would pay her Just as much, and she’ could‘f

-1a5felt the same vay. But she had thls avallable to hers vheref's

|
| : -
i - o ' ‘Qndo vhatever she felt llke d01nq. -I thlnk the other people
“71ffshe could go down and qet the money for being disabled.
fli;;,tvShe came back and offered to. work for .nothing,. because veléw
1éld1dn 't feel llke part1c1pat1ng 1n 3 fraud on. the government., |
QE;' _l»-’Efejaibut wve sald, vo, He'can t dc business that way, and we dldn_te ‘
- f}&{want'het to work for>us for nothing. Ba51cally, ve had to. N
'eneftermlaate the 1ady because she couldn*t work for us under
"7i;1those condltions and Stlll dran the dlsabillty money..
ffq-h Other cases came 1nto llght. People come to me to talk
‘ :ié‘ahout belng on the rclls for disatbility, and I can't see.
1 ‘zd-anythlng the matter wlth them, but to hear them tell it, you
‘ .'212vou1d thlnk that they can't do- anythlng vhatever. Then later .
.é; on, I flnd out from f;lends, vhen they have-appealed and they
éaihave been‘restored to‘the rolls, that they are fishing,

‘L) 24 - playing golf, and. having a gcod time with buddies whc have

25 done exactly the same thinn. Partners, life-long friends,
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both of them had the same disability, and they were out'there

playing golf. They can play golf, they can fish, they can

Aenjoy 11fe, but meanwhlle they are totally dlsabled to do any .

kind of work.

We in this committeefpaSSed‘a resolution, knowing’that ve

i P

can't: keep thls up, and ‘we called on the Department to take a

tlook at these cases.‘ When they looked at them, Hhat

dpercentage of that sample 1nd1cate were not ellglble for the

rolls? T A

:}[H Stern.n Around half.‘o”i:
Senator Long.. About 50 percent of them were not eliqible';;
for the rolls.frﬂe had estlmated that ue vere. 901ng to have af;a
quarter, and they found that about half were not ellglble
based on thelr study..; dm  o

Surely, Hhen you go back and get lnto all that, surely

xou can flnd cases of people uho let you. take a plcture cf

Athem ln hed. Somebody can be in bed and tell you that he
can't do anythlng. He ls~dying to ‘hear him tell it, but hcw
-vould you knov lf.you dldn t pull back the covers and check
it out for ycurself. But to ‘seem them on telev151on, you

vould thlnk that that person ls 1n terrlble shape. I am sure

aflot*of them have been, there have been mlstakes made both
ways, but if I had to guess,ﬂl.vould say that there were ten
times as many mistakes to load those rolls down with people-

who don*t belong on there as people that do.
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If we don*t have the courage to have some control over

this program, that has got to be the equivalent of atout a -5

'percent-increase in your income tax to load these rolls down

vwith peOple-who'don't'belong on there. I have met with those

people. They understand mY point of v1ew. So far as 1 knov

; |3

- I haven t lost any of my supporters even though they have
nbrought people llke that to meet Hlth me in delegaticns. I

' have explalned why I am votlnq the way I am votlno.

’Vhow-the States proceed, and this is political

»motivatiCn; How they get the Qtate legislatures or a -

governor to 1nstruct those State people, and we- are paylng

100 percent of the cost, to flnd them dlsabled by a State
standard rather than the standard we have put in the law.
Hhat we ought to tell\them,,"Sorry, you don t-have.any-job.
H State Examlner. He Hlll Just have our examlners examlne'
those people that are dlsabled. |

For us to have to pay for about two to four times as many
‘dlsahled“ people as wve lntend to pay for is to-put a great,

blg tax 1ncrease~on.the_Amerlcan_people that they don't

'deserve to pay. ' .1

Here ve are on a debt 11m1t bill. How can we do anything

but go deeper ‘and deeper in debt when we put these pecple by

"hundreds of thousands on full time pay to live on the

government for doing nothing when those people could te doing,

something.- ¥e ought to have a‘better program for'handicapped
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people, because that is what the majority of them are =-

handicapped.

For us to load all of thése people on: the disability
rolls and'makefthe_taxpayer pay for it, it is just a lack of

political courage tc face scme of thcse pecple, at least that

is the way I feel about 'it. I am not going to impugne all of

~the people whoesignethelletters and say, "Go all the way and}‘

fput’ail of.thbSé §ébp1e on."

Here they have this amendment Ulth 30-odd co-sponsors

saying that ue cannot challenge the fact that any of theseb

ipeople are not quallfled to be on. those rolls, wvhen the

:flgures show that you have about two to three times as many

people on. there as Ve had planned to put on. That is 901ng
to cost Just a blg fortune for the taxpayers to pay..

| So far, the taxpayers,ﬂI have not heard thelr side of the
argument, but I promlse that before we. get through with thatp

I am q01ng to tell 1t, because I WA s around here vhen all of

thls,waS’happenlng, and'they uouldn't have had the program if

AI had not voted for it because it only passed by one vote the
'way 1t vas., We voted to take care of people who are totally

.and permanently dlsabled. Those people who are handicapped.,

they ought to be under programs where we give a preference, a
job preference for hlrlng handicapped peorle. They should
not be on a program that was designed for totally and

permanently disabled peOple.' .

ALDERSON REPORTING COMPANY, INC,
" 400 VIRGINIA AVE., S.W., WASHINGTON, D.C. 20024 (202) 554-2345




O

—

EEET
18
15
”'if 16':

1ja<
19
20

oy

22

.24

25

26

I know a man, when he went to apply for-his Social
Security benefits, they found out that his records did not.

adequately reflect what he is entitled to. He went down and

-~ta1ked to- them tuo or three times about the matter, and in

the course of it they never could quite seem to find the

R [

" records. They sald,."Haybe We can put you the’ rolls of belng
ﬁdlsabled.>1 Here 1t Hasn t his idea that he vas disahled, it -

- was thelr 1dea that he was dlsabled. So they put him on the T

rolls of belng totally and permanently dlsabled.

I know about all those klnds of cases, and for. me to s1t jj;

'here and go along and not re51st somethlng, where you have

twlce as many peOple on the rolls as you ought tc have on

there, and to see an effort. made +to say that ve can t even N

challenge the rlght of all those people to’ be on there. Then

to talk about States settlng thelr own standards wlth us
paylng for 1t 100 percent, 100-percent of-the»cost of that
State-employeesfinding peOple qualifled who are not
quallfled, and then 100 percent of the State leglslature for
it to leglslate State standards to a Federal law, it Jjust
gets pretty rldlculous 1n my Judgment. We ought to have the

courage to take a good look at the program, to actually get

the facts by our own 1ndependent investigation.

Goodness knows, if President Reagan means what he says on
this issue, he ought'to have the courage to fight c¢cn this

issue. If he doesn't, we will prevail. I Jjust down think
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ﬁdisahllity rolls_people who are not dlsabled hy the law we

that we ought to bend our knee to a bum's rush approach to

legislation tc hlanket in forever a whole bdnch cf reople cn

those rolls who never did belong there. I hope that sonme of

- us will at least have the courage to stand up and make our

case. I hope that the Pre51dent and the Secretary of HHS

L

will have the couraqe to do thelr Job.

Hhat ‘we are talklng abcut do;ng here is to add peOple to;

”the cost that shouldn t be there. It can exceed everythlng

that the Soc1al Security grcup saved with the work they did

trylng to cut down and tr1m the cost by just. addlng to the

passed.»
The Chalrman.,.I'gheSS‘the ansver is.that we arevkorking.
on lt, and I w111‘put Senatcr Long down as’ undec1ded-

[Laughterl

The Chalrman. I thlnk ve have three more members coming,

and then ve can take actlon on the debt limit. For the next
few mlnutes, whlle they are assembling, I wonder if we could

move on to thethetiremenet Equity Act of 1983. We have 14

,members of thls commlttee co-sponsoring that bill. I don't

knov of any objectlon to the bill.. Technlcally, it vasn}t
placed on the agenda in a timely fashion, but if we have a
quorumvand‘if there 15 ne ehjeeticn -~ Senator Long, Senater
Durenberger, Senator Packwood, Senator Roth, Senator Heinz,

Senator Danforth, Senator ¥allop, Senatcr ¥cynihan, Bentsen,
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Mitchell, Baucus --
2 Senator Long: H¥r. Chairman, could I interrupt you for
3 just a second before the Treasury people leave the room.

4 . .The Chairmans: Yes. N
-5 Senator lLongs I want the Treasury people to hear thise.

6>I.uant to request that you update the charts that I

,’Ng”

jcustomarily ask for at these meetlnqs. Do yourknow vhat I am.

: éitalklng about?

9 uf. Carter. Ies, 51r. He gave you those charts the last

'iO:tlme,'Senator, for flscal year'1982. .As soon as all of the
&f—flgﬂres for flscal year 1983 are 1n,»ve 9111 be glad to,
‘;i'update and send you a complete llst of your chartse.
A:taéﬂ_ Senator Iong.f Thank you.
A';;;;f 'The Chalrman.  I am goxna‘to add Senator Pryorbas a_r

'ﬁsféo-sponeor,-lf staff uould take care of that.

 ;6; r::Senator Bradley. Hr.4Cha1rman, I am a co-sponsor.
la7f - The Chalrman.. Yes, you are a CO-SpONSOr.
{EL-A' Blch, are you 901ng to explaln this?
193: ;;Hr. Belas:' Yes, sire.. |
:26‘?TiaThe Chairman. AIf you could 01ve the highlights cf thise.

21 Hembers may have statements that they would want to put in
22 the record, or maybe guestions. So if you would go through

it.

24 Mr. Belas: Yes, sir.
25 - Mr. Chairman, a very large number of groups have brought
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_pen51on henefits and for prov1dinq surVivor benefits to the

29

to the attenticn of the Congress several technical changes in

the private pension laws which, it has been argued, have

discriminated against ‘Women in the workforce in the pension

. areae. It is- important at the outset to point cut that the

rules that are subject to change in S 1978 are technical

R . [

‘changes. These are not major revenue . items. The dow051de is
jabout $100 million a year on the most expensive provision;
,It ‘is. not a maJor revenue 1tem. | | | |

| The prov1sxons of S 1578 c-pec:Lfically prov1de flexibile:;'

ruls for partic1pation 1n pension plans for vesting in

non-employee spouse.

The first major prov151on relates to the part1c1pation

and Vestlng agesm Under current law, a pension can require oo

as’. a condition of parthlpatlon that an 1nd1v1dua1 is

employed for one full year and has reached at least age 25.~

S}1978 would lower that maximum part1c1pation age tc age 21;
Invaddition,'a person. may be required by a plan to have

reached age 22 in order to start vesting credit in that

pen51on plan, assuming he has reached the age 2%

part1c1pation pOlnt. S’1978 would‘reduce this vesting age to

18. That doesn "t mean that vesting will necessarily start
sooner, it means that Oonce a person has reached the minimum
partic1pation age that all years of service from age 18 on

will be considered in deciding whether an employee has met
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400 VIRGINIA AVE., S.W., WASHINGTON, D.C. 20024 (202) 554-2345 -




-~

10
e
R 16

. 1 7:".‘..
18
8.
| “ép.-

21

R

24

25

30

the minimum nunber of years of employment in order tc receive

a pension benefit.

The second major areahieals with break in service. 1In

. the current law, there is. a problem in- that many.employees:

will tahe a break to have children, and as a result lose

N B

credlt for earller years of employment for pen51on purposes.

'FS'1978 vould llberalize those rules so that a perscn vhe has‘;,
”not been employed for flve years lel have up to flve Years
oof break 1n service and Stlll be able to get credlt for

_partlcxpatlon and vestlng purposes for those early years-

: In addltlon to that, S 1978 would. allow one year for
maternlty or paternlty leave which vould not count as a breakf

in service for the purposes of taklng into con51deratlon

early years prlor to that hreak for. parthlpatlon in the planu

purposes;:-f'“

The third‘major area deals wlth‘surv1vor coverage. Under'
current law, if an 1ndiv1dual who is a participant in the
plan ie51res, a.plan whlch has a retirement beneflt in the
form ofrannulty uould allow him or her to change the benefit
rrocedure so that that annu1ty would be payable only over the
partic1pant s llfe rather than over the part1c1pant s life
and his or her non-employee spouse's life.

The prohlem;ls that the'non;employee Spouse mMay nhaver

know whether he or she has a benefit upon the death of the

employee or not. The rule in €.1978 would be to require the
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consent of a non-employee spouse in order for the general

2 rule'of a joint survivor benefit to be changed toc an employee

3 annuity only.

4

. 5’

10

o

12

.

' In addltion, under current lau, if an employee dies
before reachlng the 1ater of the earllest retiremént age
;; l '

under the plan or .age 55, there 1s no survivor beneflt

payablen- S 1978 would reduce that reauirement so that if a

- person vas an employee and vas a part1c1pants Ulth ten Yeal‘S

’-of vested servxce and had reached -age 45, a spouse's survlvor

beneflt vould be—avallable. That, of course, could he

elected out by the employee and hls spouSe, but that vould

requlre wrltten consent as under the general rulee.

The fourth major area deale wlth a551gnment and

14;a11enation of penslon beneflts. S.1978 would create a

5.

1@

17

18.

19

20

2t
22
23
24

25

spec1al exceptlon to the prohlbltlon against a551gnment of
beneflts for courtxorders relatlng to Chlld support,.allmony._
or otheramarital property rlghts if if the court order met
certaln requ1rements.:_l ‘ |

The flfth lS a chanqe 1n the tax treatment of divorce

dlstrlbutlons. The prlmary change lS to cause a proration

.

betveen employee contrlbutlons and employer contributions
when a- pen510n beneflt is Spllt pursuant to a dlvorce
settlement between the spouses, the employee and non-employee
spouse. This would mean that the parties could not decide.

that‘one spouse would have all employee contribution which
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upon-distribution would be non-taxable and the other woulgd

have only employer contributions that would be taxable.

vould both have to share 1n both types of contrlbutlon
dlstribution purposes. Each vould be taxable on a-

percen tage.

I L

They

for -

Flnally the provisions of S.1978 liberalize the rules for

plans ln order ‘to allow them to cash out, pay ‘a lump. sum tc a’ o

-.termlnated employee lf that lump sum is 1ess than $3,SOO.

That ls lncluded'as an:. admlnlstratlve convenience tc the

plans. It does not necessarlly hurt any part1c1pant in that

plan because the part1c1pants could roll that terminatlon ﬂf

dlstrlhutlon lnto an IBA and not have to pay tax at- that f

tlme. “_-"

- That concludes the short descrlptlon.

Senator Packwood (pre51d1ng). I thlnk both Chalrman Dole’

and the Admlnlstratlon are to be congratulated for ceming- up

wlth thls package., It 1s a falr portlon of what Senator

Durenberger and I and others 1ntrcduced several years agcCe.

It 'is: not eVerythlng we uould have llked but 1t is a fair

equlty for women that ve vere hoplng tc achieve.
Senator Durenberger. Mr. Chalrman.
Senator Packvooda Dave. |
Senator Durenbergeré- I~have just a brief commente.

think you have already stated the jenesis for a lot of
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ideas, and I want the record to shoh that I have gotteh over
the frustration of the fact that S.888 is not moving, but
economic equity is. I want to compliment the chalrman of
this committee and a 1ot of other people on this commlttee,‘
Rich and other members of the staff~who-have really helped to

put all this. together.

Lest the record stay on the level of technlcal amendmentsA

-and only $1OO mllllon, let nme remlnd the record or whoever

.:that somebody has  been carrylng the burden of that §100

mllllon, or vhatever it lS, for a long perlod of time arcund
here, and thls room, when we had‘hearlngs, wvas full of those
klnds of people. It vas full cf women,uho were carrylng the

brunt of wantlng to be mothers and aleo vork outside the hOme

wvay the.lau haS'been constructedr

'So;on;their behaif;frhere are a:whole_lot of folks out
there to vhohfthievie.hore than technical changes in the law
end I rhihkhrhat it is_éomethfng that we can all be very
proﬁditbvco~spohsor and to vote out of'this committee.

The Chairmané.il.heht.to thank Senators Packwood,
ﬁﬁrenherger; Bradlefi.ehdrotherslfor their work in this
erea. Senator Boren is going in as a'co-sponsor.

.Hr.-DeArhent: Senefor Long was your co-spon;or.'
- The Chairman: That is right.

What I would like to do, if there is no objectiaon, is to
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vote to report out the Retirement Equity Act of 1¢83, b
it vasn't timely placed on the agenda. It was about tw
three hours late getting on the agenda. I knev cf nc
cbjecrionﬁto it. - .
Hr,;Belasé.hgr. Chairman;
-The.Chairman: Yes;-“ i

Hry_Belas.;hK Chalrman, the one- thing I failed to

mentlon is that you may want to con51der a problem int

3 effectlve date to assure that for plans currently in

ex1stence that the changes go. lnto effect in the flrst

year after.calendar year 198& to glve the plans enough

.to make the necessary changes.

rThe Chalrman.{ There is no objection to that.
fihy donﬂt;you call the;tollf~;
DeArment; Hr;:Pachecoc.rh
Senator Packvood. hﬁie;-f 
fhc; DeArment.ﬁhHr;>Rcrh,.
‘The Chalrman.e-sehator'Edrhfvctes ayee.
'Hr, DeArmentw?hh Danforth. |
Senator Danforrh. Aye._~'r
Hr,hDeArment.”:h Chafee.'
The~Cha1rman:a Chafee.votes aye
!r.‘ﬁehrmenta-hhr.tﬁeinz.
The Chairman:. Heinz votes ave hy proky.

Mr. DeArment: ¥r. Wallop.
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Senator Wallop: Aye.

Mr. DeArment: Hr. Durenberger.

.Senator‘Durenberger: Aye.

'Hf,fDeArment: Mr. Armstrong.

{No responsel

g P A

Mr. DeAfment: "Hr. Symms.

'Sénaﬁdrfsiﬁhs;vIPresént.ju
'.”t@‘DeA:mént:‘.ut. Grassley..
The Chairmanz Aye..

‘fﬂt;fDéArmenti.'Ht;.Lonég B

“Kt;gbékfﬁéﬁfgg #r. Beitsen. -

xﬁxq'reSponseI 

'[ﬁpjfespoﬁéell
-Jfﬁfg*Dekrmentgz-Hrg;ﬁoynihah,
. Senator Moynihan: Aye.

- Br. Déﬁrmeﬁt: ¥r. Baucuse

[No responsel .

,Hr;,DéAtmenﬁz ,Hr.QBbren.-.
:Séﬁatéf Bdren: Afe{
| ¥r. DeArments: H¥r. Bradley.

Senator Bradley: Ave.

Kr. DeArments Fr. Kitchell.

[No response]
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Mr. CeArments: "¥r. Pryor.

Senator Pryors Aye.
Kr. DeArment.- Kr. Chairmane.
The Chalrman. Aye.

I would suggest that: you have read off co-sponscrs who

IR B S

are not recorded, so make certaln that they are contacted. I
vould thlnk that the -co= sponsors would want to be recorded

: a,ye o

Senator Hoynlhan. H Chalrman, can we leave the vote-'

open for the remalnder of the day.

The Chairman._ Sure..fs;t

as yell as Senator ﬁltchell.

:;iiH#} DeArment.ciI}haye'thed"fecorded;-Ef. Chairman.
fT&edChalrman;'idd?tﬁisdeote.-the afes are what?

| 4dcéfDeArment.;.The{afes.ate:ijdaad'one voting present.
7?TheeCha1rman&:'baef§oting_present. andAyou need to

contact'the other teo-h | | ‘
‘;dta_DeArment.. Hr.dChairman, We are votihg to approve the

detadiscof.5.1978:asdamepded-d o

:_The-Chalrmana-?You-hate a House vehicle?
3:-”De&rment-.'He_have-severai House vehicles. Cne that

I dight suggest'would_be to take H.R. 2769, which was a House

Caribbean Basin Initiative bill, that matter has already been

disposed of, to strike the House provisions dealing with the
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Caribbean Basin Initiative and substitute this.

The Chairmans Is there any objection to that?
Senator Symms:. What was the regquest, I am sorry.

The Chairnan: We have a Caribbean Basin House passed

'_measure, and We no longer need that number. We will put the

e

Retirement Equ1ty Act on that House vehlcle.

On the debt celllng, I would hope that you. might help mef‘

. get- 1t out of the commlttee. There is still an effort to:
'leave here on the 18th of ¥ovember. ¥y conservative friends
-fret because we don t get 1t out early enough. Thls is an

_opportunlty to get 1t at least two-and a-half to three weeks'?E

N .,\_.‘.

before the proposed adJournment.q

Even though you may not want to vote for it ‘on the Senate

Qfloor, 1f we: could vote to report it out, it would be

appre~1ated. AI wlll try to. make certaln, 1f we can work that
out, that ve. don t do 1t thls week.

Senator Long:: H 'Chalrman, letrme make it clear that if
thls amended the way it has been sugges ted it be amended, I

w111 be compelled to vote-agalnst 1t. Other than fhat. I

.wlll vote to report on the ba51s that I reserve my righte.

Senator Hoynihan.i ﬂould Senator Long explain the
amendment that troubles h1m°

Senator Long: I discussed that at considerable length
before you got here, but it is an amendment that has to do

with grandfathering all those disahility cases. In my

ALDERSON-REPORTING COMPANY, INC,
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judgmeht, about half of those cases are subject to a
challenge on the basis that they were never disabled.
Senator Hoynihan:- You are not referring to the debt
limit. | | |
ISenatoroLonga I am talking_aboqt a rider to the bill
thet'it has*been suggested might-be-offered, |

Senator Symms: Mr, Chalrman, I am’sorry I wvas nct here‘

thls mornlng, but my commlttee has a: bill on the £loor vhlch

I am managlng. I would Just llke to say that I want to
oppose thls debt 1ncrease blll. ‘T think that last year, vhen

"Senator Long, Senator Prmstrong, genator Dole, and myself and

others amended 1t so that ve now have a permanent debt, now

is the time for us to start maklng substantlal changes in the

spendlng hahlts of the Federal Government.

I thluk ve ouqht to go through this process once a wonth,

and every month add another few bllllon cuts from the Federal

spendlng untll in 51x-month_perlod we would get the Federal

budget where ve don tvspend any more than we take in in
taxes.. .

| ~ I want: to vote agalnst the debt increase bill and delay
it unt11 _We can focus attentlon on it, because it is obvious
to me now that_the leadership is planning to roll this
throuehAiihe they aiways do, and nothino will become of it.
I think that it would be really unfortunate if this Congress

passes up an opportunity now when there should be at least
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serious consideration given to giving presidential authorlty

for more spending restraint at the admlnlstratlve level,
there should be serious consideration for reopening many of
the government pension proorams on the expenditure side., and
there.should be seriouS'consideration glyen to

i Lo

acrcss-the-board cuts’on all’salaries and wages that the

‘Federal Government pays. I thlnk that now is a good time to.
'do 1t. So I would 1ike to vote against ralsing the deb t

'celllnq untll we can address some -of those issuese.

i The Chalrman- I wonder 1f you would have any objection

to pa551nq 1t out on a. v01ce vote, otherwlse ve will have a.

roll call.

Senator Symms. ’Do ve»have any kind of an agreement that

ive will not brlng the blll up cn the floor of the Senate this

veek.;'

The Chalrman;' l;ar-willingito try to persuade the
Hajorlty Leader not to:do that because cf your ccncerns, and
the ooncerns'oﬁ Senator:Armstrong. and maybe others.
Senator Symhs: Otherwise I feel I would be'ccnstrained

to sit here and talk about 1t for a while, and try to delay

it._ I dcn t rean to put the chalrman in a2 position where he

can't answer. I reallze he needs to consult with the

Hajority'Leader.
"The Chairman: I think it is all geared to whether or not

we really want to leave here on the 1éth of November. If it

-- ALDERSON REPORTING COMPANY, INC,
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is, ve are trying to schedule these matters as they come ur,

particularly this one because there may be a lengthy delaye.
It . is hope that if you could accommodate those who either
want to kill it completely or to offer amendments to get the

President-extraordinary power. I think Senator Armstrong is-

' L

working on a package of .amendments. That is the only reason

’for trylng to get 1t out before the last mlnute.l Normally it

’comes up on the last day.

- Senator Long& Senator{tif I might Just make a. suggestion

in the spirit of'compromise.- If we have an agreement that

_the chalrman Hlll flle a commlttee report, then you would

'have the beneflt of a- three-day rule, and all you uould have~

to do is Just obJect, and that would put it over: three days

_after *he date the commlttee report ls flled.

Senator Symms;. I thlnk that lS a very good suggestion.

.The.Chairman: If the commlttee vants me to have a
report, the “a]orlty ‘Leader doesn’ t, I am willing to acceptr
that dlrectlon, 1f it is the view of the majority of the
eommittee that we fiie a rercrte.. |

Is there»any objection to repoiting-outvthe.—-

‘éenator 50ynihan:'.§rx'Chairﬁao, before we do -- I am
sorry that I was neceesarily elsewvhere in the Intelligence
Comoittee this moroing -= cculd you take me through your
understanding of what we.are going to be able to do about

disability insurance in this session?
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The Chairmané I indicated to Senator Bradley earlier

that T met yesterday with Senator Levin and Senator Cohen,
and I am meetlng at u:3o today'wlth Es. HcSteen, who I
understand will be the new Social Securlty Admlnlstrator, and

wlth Hargaret Heckler, the Secretary of HH >, to see what they

7" B

- pPLopose we do in this area, because there is an intense

interest.t I have a. 1etter 51qned by 30 Senators. I assume

that 1f nothlng else is: accompllshed there will bte effort to.

'amend the debt celllng bill on the Senate floor.

Senator HOynlhan. I have 1ntroduced Representative:

'Plckle s bill Just so that ve have a document befere us. IS}:”

{there no p0351b111ty that we could dlscuss this matter in

thls commlttee°5

. The Chalrman.~ I would 11ke to dlSCUSS 1t.in5this’

Hould llke to have a hearlng. It seems to me that it is

rather substantial. The estlmated cost of the Pickle hill is
about $3 5 bllllcn fcr flve years, and maybe that is vhat it
should be, but there are- some - areas that I know the
Admlnlstration has a problem vlth, some areas that I know
Senator Long has problems v1th, and some areas that I have a
problem wlth,--_that-ls only two votes..

. We tentativelybsetna.heariug on Friday of this4week for
the Secretary to present the Administration's views. I

assume that if we can't work it out by the time the debt
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57b111, and those who want to be recorded in the negatlve wlll

“ﬁe, There wlll be a report, so that v111 take care - of your

42

Cceiling matter comes up on the.floor, there will be an effort

by a number of Senatocrs todamend the debt ceiling, cr so I am

- advised.

Senator Hoynlhan: Thank'you-

The Chalrman. Is there any obJectlon to reporting out

this blll?

Senator Boren: Can ve be recorded in the negative, those o

idof us vho vish to be.; I would llke to be recorded in the -

: neqatlve._A

The Chalrman.z Wlthout objectlon, we 'will report the.

'.problem.

Senator Symms. Thank4yod,:ﬂr. Cheirman.
The Chalrman. The commlttee ctands adJourned.

[Hhereupon, at 12 35 p m., the committee adjourned 1

183-
19
‘w0
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l. H.J. Res. 308 - Increase in the Public Debt
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Attachment A

Increase in the Public Debt Limit

Prepared by the Staff of the Committee on Finance

The administration has requested an increase in the public
debt ceiling by no later than November 1, 1983, to cover the anticipated
financing needs of the Federal Government through September 30, 1984.
The present ceiling on the public debt is $1,389 billion. In May,
Congress acted to eliminate the distinction between the temporary
and permanent debt ceilings, so that there is only a permanent
ceiling with no fixed expiration date. However, the administration
anticipates that the present ceiling on the public debt will be
exceeded by the first of November.

The Treasury Department has indicated that an increase of
$225.6 billion in the debt ceiling will be sufficient to cover the
" Government's financing needs through the end of fiscal year 1984.
This would raise the debt ceiling to $1,614.6 billion. The same
figure was recommended as appropriate in the budget resolution for
fiscal year 1984.

House Action

The House of Representatives has passed H.J. Res. 308, which
sets the statutory limit on the public debt at $1,389 billion or
$1,614.6 billion, on or after October 1, 1983. This is a permanent
increase in the debt ceiling, designed to carry through to the end
- of fiscal year 1984. The Senate can complete action on the debt
limit by passing H.J. Res. 308 without amendment. The bill will
then go to the President for signature.




Attachment B

THE SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

October 17, 1983

Dear Bob:

It is essential that Congress act to increase the debt
limit by November 1, 1983. :

The present debt limit is $1,389 billion. The debt
subject to limit, based on our present financing and cash
receipt and expenditure estimates, will be $1,386 billion on
October 31, and on November 1 it will increase to $1,397
billion, or $8 billion above the limit.

The major reason for the increase in the debt subject to
limit on November 1 is that on that date the Treasury is re-
quired by the Social Security Amendments of 1983 to transfer
an estimated $13 billion from the general fund to the Social
Security trust funds. The Act requires that tax receipts
which would otherwise be credited to the Social Security
trust funds as they are received during a month be credited
to the trust funds on the first day of the month. Since the
trust funds are invested immediately in public debt securities,
the transfer on November 1 will increase the debt subject
to limit by $13 billion on that date.

Also, the Treasury's major mid-quarter refunding is
scheduled to be announced October 26. That financing is
expected to total about $16 billion of new issues of notes
and bonds, to refund about $6 billion of securities maturing
on November 15 and to raise about $10 billion in new cash
needed by that date to pay the Government's current bills.
These securities are to be auctioned on November 1, 2 and 3,
for settlement on the November 15 refunding date. The
Treasury can not conduct these auctions without assurance
that it has sufficient debt authority to issue the securities.
Consequently, if Congress does not act on the debt limit
by November 1, and the auctions are cancelled, there will
be a substantial cost to the Treasury. The mid-quarter
refundings have been the centerpiece of Treasury financing
for many years, and a broad market of various investor
groups has developed for these issues. If the securities
cannot be issued as scheduled, potential investors will be
required to make other arrangements, and the Treasury will be
required to borrow later in a less favorable market. An
increase of just one-eighth of one percent in the cost of



financing these note and bond issues would add about $250
million to outlays for interest on the public debt.

The Treasury also has weekly and monthly shorter-term
bill auctions scheduled for late October and early November,
which will be more costly as delay on the debt limit bill
causes uncertainty in the market and postponements or cancel-
lations of these issues.

I know that you will make every effort to assure action
by the Senate on the debt limit bill by November 1, to permit
the Treasury to invest the Social Security trust funds and
to avoid adding hundreds of millions of dollars to the cost
of financing the public debt. '

Please let me know if I can be of further assistance.

With best wishes.

.Sincerely,

Donald T. Regan

The Honorable

Robert Dole, Chairman
Committee on Finance
United States Senate
Washington, D.C. 20510

cc: The Honorable
Howard J. Baker, Jr.



S. 1978
RETIREMENT EQUITY ACT OF 1983

Background “\J

S. 1978 would provide more flexible rules for participation,
vesting and survivor benefits with respect to private retirement
plans. The bill reflects the concerns addressed in numerous
pension equity bills introduced in this Congress. Hearings were
held on the issue of pension equity in both the Finance Committee
and in the Subcommittee on Labor of the Committee on Labor and
Human Resources.

Major Provisions of S. 1978:

l. Participation and Vesting Ages

Present Law

The maximum age that a qualified retirement plan may impose
as a condition for plan participation is 25. All service after
age 22 must be counted for determining whether the participant
has a vested retirement benefit that would be forfeitable only
upon death prior to retirement.

S. 1978

S. 1978 would lower the maximum participation age to 21 and
the maximum age for granting vesting credit to 18.

2. Breaks in Service

Present Law

Generally plans may require participants who incur a one- year
break in service to wait one year before reentering the plan.
Also, under the "rule of parity"” if the length of a nonvested
employee's break in service exceeds the length of prior service,
the employee may lose credit for his prior service upon return to
the plan.

S. 1978

S. 1978 would prevent loss of prior service credit for
vesting purposes (and a one year wait upon return. to service) for
individuals who take a maternity/paternity leave of less than a
year. It would also amend the rule of parity to prevent loss of
prior service credit for participation and vesting purposes for
employees who leave an employer's service for less than 5 years.
No additional credit would be provided for benefit accrual
purposes under S. 1978.




3. Survivor Coverage

Present law : "J

A retirement plan that provides a life annuity form of
benefit must provide optional survivor coverage when the
participant attains the later of age 55 or the earliest retirment
age under the plan. Unless the plan subsidizes this coverage, a
participant's future benefit may be reduced to reflect the cost
of such coverage. A participant may elect to receive a form of
benefit other than survivor coverage. Plans may require spouses
to be married for at least 1 year prior to the participant's date
of death in order to receive survivor benefits.

S. 1978

S. 1978 would require that a spousal survivor benefit be
offered in the circumstances below if a life annuity form of
benefit is offered under the plan. It would require all defined
benefit plans that currently offer life annuities to retain this
option and require all newly created defined benefit plans to
offer life annuities.

S. 1978 would require plans that provide life annuities to
offer spousal survivor coverage to all participants who attain
age 45 and have 10 years of service, as well as to those who
attain the later of age 55 or the plan's earliest retirement age.
The cost of survivor coverage may be paid by the participant.

Any election not to receive spousal survivor coverage must be
authorized by the non-participant spouse.

S. 1978 would also allow spouses married on the participant's
annuity starting date, but not on the date of death, to receive
survivor benefits.

4. Assignment and Alienation

Present Law

ERISA prohibits a participant to assign his plan benefits to
another person. This rule has prevented assignment of plan
benefits to a divorced spouse until the benefits are in pay
status.

S. 1978

S. 1978 would create an exception to the prohibition against
assignment of benefits for court orders relating to child
support, alimony or other marital property rights if the court
order met certain requirements (e.g., specificity).



S. Tax Treatment of Divorce Distributions

Z 4

Present Law

Under present law, a plan participant pays tax on his
retirement benefits to the extent they exceed any contributions
made to the plan out of his taxable income (usually voluntary
contributions). Qualified lump sum distributions from retirement
plans are eligible to be rolled over tax free into an IRA and are
also eligible for favorable ten-year forward averaging tax
treatment. ‘

S. 1978

S. 1978 would prorate a participant's voluntary contributions
between a participant and ex-spouse, and would allow a divorce
distribution to be rolled over into an IRA. The distribution
would not be eligible for ten-year forward averaging.

5. Cash out

Present Law

Plans may "cash-out" participants who terminate or retire
with a lump sum payment if the present value of the participant's
benefit is $1,759 or less.

S. 1978

The $1,758 threshold would be increased to $3,500.



