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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET
ACT ON FINANCE COMMITTEE

The Congressional Budget Act of 1974 (titles I-IX of Public Law
93-344), provides the mechanisms and procedures for Congress to
establish its own annual Federal budget and to consider spending,
revenue, and debt limit legislation in the context of that budget. The
provisions of the act have a number of effects on the consideration of
legislation handled by the Committee on Finance.

The major provisions affecting the Finance Committee are the
following:

1. By March 15 of each year, the Finance Committee must submit
a report to the Budget Committee estimating the effect that Finance
Committee legislation will have on expenditures, revenues, and the
debt limit during the next fiscal ycar, and presenting the committee’s
views and estimates with respect to revenues and the debt limit. (Last
year’s report appears in appendix A of this pamphlet.)

2. Certain kinds of legislation have to be handled before specific
dates. Revenue and debt limit legislation for the upcoming fiscal year,
and legislation increasing expenditures in such areas as social security
and welfare, cannot be considered by the Senate before May 15. How-
ever, procedures are provided for waiving these restrictions, ordi-
narily by obtaining Budget Committee approval of a resolution per-
mitting immediaie Senate consideration. Authorizing legislation
must be reported before May 15.

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

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

5. In September of each year, the Congress debates and adopts a
concurrent resolution setting appropriate spending, revenue, and debt
limit levels for the coming fiscal year. The resolution can direct the
Finance Committee to report legisiation raising taxes or cutting back
on spending programs within the committee’s jurisdiction. The over-
all spending and revenue totals in the second resolution are binding.
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CONGRESSIONAL BUDGET AND IMPOUNDMENT
CONTROL ACT OF 1974 (PUBLIC LAW 93-344)

1. Overall View

OUTLINE OF CONGRESSIONAL BUDGET FROCESS UNDER
PUBLIC LAW 93-344

On April 15 of each year, the Budget Committees of the House and
Senate report to their respective Houses a concurrent resolution which
is, in effect, a congressional budget document setting forth appropriate
levels for spending, revenues and public debt for the coming fiscal
year. The spending levels are broken down into functional categories
(such as “health,” “income security,” “national defense”). The rec-
ommendations in the resolution reported by the Budget Committee are
subject to debate and amendment. When agreed to by House and Sen-
ate (by May 15), the resolution represents congressional judgment
of the appropriate fiscal situation for the coming year, although the
amounts set forth in it are not otherwise binding.

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

WAIVER OF RULES REGARDING BUDGET PROCEDURE

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

2. Impact of Public Law 93-344 on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDERAL SPENDING

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

Report after adoption of concurrent budget resslution.—The confer-
ence report on each budget resolution allocates the outlay and budget
authority totals among the various committees. Each committee is then
required, after consultation with the appropriate counterpart commit-
tee in the House of Representatives, to subdivide its allocation of new
budget authority and outlays among the programs under its jurisdic-
tion (or among its subcommittees). These allocations subsequently
serve as the basis {or scorekeeping reports and for judging whether
particular legislative proposals are consistent with the budget
resolution.

Limitation on consideration of spending bills.—The Congressional
Budget Act provides that bills involving entitlement programs (such
as welfare or medicaid) and bills directly increasing budget authority
(such as social security or unemployment insurance) may not be con-
sidered in the Senate prior to the May 15 adoption of the first concur-
rent budget resolution. This requirement may be waived under the
special waiver procedure or by a majority vote of the Senate to suspend
this rule. The act also requires that action on legislation of this type be
completed by the seventh day after Labor Day. In addition, entitle-
ment legislation (other than trust fund legislation) reported after
January 1 of any year may not have an effective date prior to Octo-
ber 1 of that year.

Deadline for reporting authorizing legislation.—Legislation which
authorizes appropriations (but does not necessarily require them)
has to be reported by May 15 preceding the fiscal year for which the



5

appropriations are authorized. (The act includes a procedure under
which this deadline may be waived by Senate resolution ; the rule may
also be suspended by a majority vote of the Senate.) The Committee
on Finance has jurisdiction over some programs which fall in this
category, such as grants to States for child welfare services and for
maternal and child health. However, if such authorizations are in-
cluded in social security trust fund bills (which may not be reported
prior to May 15), this provision does not apply.

Impact of concurrent budget resolutions on legislation.—The first
concurrent resolution, which is to be passed about May 15, sets targets
for spending in various areas. A second concurrent resolution is to
be passed in mid-September, and this resolution not only sets appro-
priate spending levels but may direct the committees having jurisdic-
tion over spending legislation to report raeasures to rescind previously
enacted spending authority so as to bring spending for the coming
fiscal year within the levels determined to be appropriate. In the case
of the Committee on Finance, this may include a requirement that the
committee report lcgislation to defer or reduce benefits under entitle-
ment programs including both trust fund programs (such as unem-
ployment insurance or social security) and non-trust-fund programs
(such as welfare, social services or medicaid).

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

While the budget totals included in the first resolution are in the
nature of targets and are not strictly mandatory, they tend to establish
fairly firmly the guidelines within which the Congress considers legis-
lation affecting revenues and spending. Thus, if unrealistic obiectives
are used in setting first resolution totals, committees may subsequently
find their ability to act on desired legislation impaired.

Appropriations Committee review of entitlement bills.—Legisla-
tion in such areas as supplemental security income, welfare, social
services, or medicaid creates an entitlement to payments on the part
of individuals or State or local governments even though these pro-
grams are funded through appropriation acts. The Congressional
Budget Act requires that any future legislation which would créate
new entitlement programs or increase existing ones must be referred
to the Appropriations Committee for a period of 15 days after it is
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reported by the substantive committee, if its enactment would exceed
the amount provided for in the most recent budget resolution. The
Appropriations Committee could not recommend any substantive
changes in the legislation (e.g., lower individual benefit amounts),
but it could recommend an amendment to limit the total amount of
funding available for the legislation. If such amendment is approved
by the Senate, the substantive committee might have to propose a
further amendment to conform the legislation to that funding limit.

The requirement of referral to the A ppropriations Committee would
not apply to legislation affecti.g existing Social Security Act trust
fund programs or other trust fund programs substantially funded
through earmarked revenues. It would also not apply to legislation
amending the general revenue sharing program to the extent that
such legislation included an exemption from that requirement.

In the past, refundable tax credits were treated for purposes of the
Congressional Budget Process as revenue reductions. Under revised
procedures adopted in 1978, the budget process now treats the refund-
able aspects of such credits as “outlays” thus bringing them within
the scope of the above described provisions related to Appropriations
Committee review of entitlement bills. In addition, the authority pre-
viously used for disbursing the refundable part of tax credits has been
the permanent appropriation for tax refunds. This permanent appro-
priation was amended in 1978 so as to require annual appropriations
for this purpose, The text of the provision reads as follows:

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

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

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee—The March 15 annual
report to the Budget Committee which is described above also must,
in the case of the Finance Committee, present its views and estimates
of the committee with regard to revenues and the debt limit.
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No revenue legislation prior to May 15.—Under the Budget Act,
debt limit or revenue legislation for the upcoming fiscal year is not
in order for consideration by the Senate (or House) prior to the
adoption of the first concurrent resolution on the budget (about
May 15). This rule would not prevent action on revenue changes to
be effective in years after the upcoming fiscal year. (A procedure for
waiving this limitation is provided for; the rule could also be sus-
pended by a majority vote of the Senate.)

The exact wording of this provision of the Budget Act is not entirely
clear. In 1978, the Senate Budget Committee adopted the position
that this restriction required that there be no increase or decrease in
revenues to become effective in the next fiscal year for which no budget
resolution had been adopted. In other words, under this interpretation,
there would always be one “closed year” for which no revenue change
could be considered. Consequently, a point of order was raised during
the consideration of the 1978 tax-cut bill (H.R. 13511) against an
amendment by Senator Roth on the grounds that it provided for a
revenue change effective in fiscal year 1980. (The first budget resolu-
tion for fiscal year 1980 would not have been adopted until approxi-
mately May 15, 1979.) The position of the Finance Committee was
that this restriction in the Budget Act only applied from the begin-
ning of the calendar year, when the process of developing the fiscal
1980 budget resolution has begun. Once that resolution has been ap-
proved, revenue changes may be considered throughout the remain-
der of the calendar year which would be effective for the fiscal year to
which the resolution applies and for any future fiscal year.

The point of order raised by the Budget Committee was sustained
by the chair, but the ruling of the chair was overturned by the Senate
on a vote of 38 to 48. This occurred on October 5,1978.

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

Regquired report on tax expenditurcs.—The Congressional Budget
Act defines the term “tax expenditures” to include any revenue losses
attributable to tax provisions such as income exclusions, tax credits or
deferrals, or preferential tax rates. The law requires that the commit-
tee report accompanying legislation to provide new or increased tax
expenditures include information as to how such legislation will affect
the level of tax expenditures under existing law. The report will also
have to include (to the extent practicable) a projection of the tax
expenditures resulting from the legislation over a period of five fiscal
years.
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Chart 1

March 15 Report to
Budget Committee

e Views and estimates of
Finance Committee on:

Expenditures
Revenues

Tax expenditures
Public debt

e Relating both to existing law
and proposals to change
existing law



Chart 1
March 15 Report to Budget Committee

Under the Congressional Budget Act f 1974, the Committee or
the Budget is required by April 15 of each year to repert to the Sen-
ate a concurrent resolution on the budget which is, in effect, a pro-
posed congressional budget document setting forth appropriate levels
of Federal expenditure and revenue, surplus or deficit, and related
matters. To assist the Budget Committee in making the judgments
necessary to develop such a congressional budget the act also man-
dates that each committee send to the Budget Committee its views
and estimates on those aspects of the budget which fall within its
jurisdiction. This report is due by March 15 of each year.

In the case of the Committee on Finance. the March 15 report to
the Budget Committee must cover the expenditure programs under
Finance Committee jurisdicticn which are listed on chart 3, Federal
revenues, tax expenditures, and the public debt. With respect to each
of these matters, the committea is required to provide its views and
estimates as to the levels anticipated under existing law or under any
changes to existing law which the committee expects. The period to
be covered by the report to the Budget Committee is fiscal year 1982
(October 1981 to September 1982). The Budget Committee has re-
quested that committees also include their views on the 5-year
budgetary outlook. The report sent to the Budget Committee last
year is reprinted in Appendix A of this document.

Section 301(c) of the Congressional Budget Act which deals with
the March 15 report to the Budget Committee is included in the
excerpts from that act which appear at the end of this pamphlet as
Appendix B.

(11)



Chart 2

Economic Assumptions

(dollars in billions)
(calendar years)

1980

Gross national product:

1981 1982 1983 1984 1985

Current dollars $2,629 $2,920 $3,293 $3,700 $4,098 $4,500

Constant dollars 1,482
(1972 dollars)
Percent change in ~0.1%
constant dollars
Personal income 2,161
Wages and salaries 1,344
Corporate profits 243

Consumer price index: 13.5%
increase over prior
year

Unemployment rate 7.2%

1,497 1560 1,638 1,711 1,783
1.1 42% 50% 45% 4.2%

2,399 2,675 2,982 3,276 3,580
1,488 1,667 1,853 2,035 2,221

240 277 322 363 404
11.1% 83% 6.2% 55% 4.7%

78% 72% 66% 64% 6.0%

(4



Chart 2

Economic Assumptions

The March 15 report to the Budget Committee that is required by
the Congressional Budget Act of 1974 represents the Finance Com-
mittee’s views as to revenues, expenditures and other budgetary mat-
ters for the coming fiscal year both under existing law and under any
anticipated changes. The level of these items, however, is affected not
only by legislation but also by various economic factors concerning
which there reasonably may be differences of opinion. These differences
can reflect divergent viewpoints as to how the economy will operate
and also divergent viewpoints as to the type of legislation that may
be enacted and its effect on the operations of the economy. Different
programs are particularly sensitive to different aspects of the economy.
For example, expenditures under social security are sensitive to the
Consumer Price Index since that program includes an automatic
cost-of-living increase provision. The unemployment insurance pro-
gram does not incorporate such a provision but is, of course, particu-
larly sensitive to the amount of unemployment. Revenues, similarly,
are strongly affected by the level of personal income and of corporate
profits, and, in the case of payroll tax revenues, by wages and salaries.
Personal income tax receipts are also related to the rate of inflation,
which lifts individual taxpayers into higher rate brackets and increazes
the level of revenues. In addition, trends in interest rates and the ra‘e
of inflation affect the cost of interest on the public debt.

This chart presents a selection of the most significant economic
indicators as estimated in the program for economic recovery sub-
mitted in February by President Reagan.

(18)
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Chart 3

Major Expenditure Programs
Under Finance Committee
Jurisdiction

® Social security cash benefits (see
charts 4 and 5):
Old-age and survivors insurance

(OASI)
Disability insurance (DI)

® Supplemental security income for the

aged, blind, and disabled (see chart 6)

® Welfare programs for families (see
chart 7):
Aid to families with dependent
children
Work incentive program
Child support
Low-income energy assistance

® Social services (see chart 8) .

® Unemployment compensation (see
chart 9)
® Health programs (see charts 10-12):
Medicare
Medicaid
Maternal and child health

Revenue sharing (see chart 13)

Interest on the public debt (see
chart 13)



Chart 3

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart lists the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of the
Committes on Finance. Each of these programs is covered in more
detail in the following charts. Interest on the public debt is included
as an expenditure program since it does constitute a significant part
of the Federal expenditures budget even though the level of expendi-
ture in this category is not subject to legislative control by the com-
mittee in the same sense as expenditures under the other programs
listed. '

Under a revision in the Congressional budget procedures adopted in
the 95th Congress, refundable tax credits are now treated as revenue
items insofar as they serve to reduce tax liability and as “outlay”
items insofar as they exceed tax liability. Because such provisions are
in fact considered by the committee and the Congress in the context
of revenue legislation, however, they are discussed in this document at
the same point as other revenue items. The refundable tax credit hav-
ing significant budgetary impact in fiscal 1982 is the earned income
tax credit. (Note: The Carter budget proposed some additional re-
fundable tax credits.)

(15)



Chart 4

Social Security Cash Benefit
Trust Funds

- (dollars in billions)

FY 1982 FY 1983 FY 1984 FY 1985 FY 1986

Present Law:*

Income $1528 $1699 $1865 $211.8 $235.1
Outgo 1598 1778 193.7 2093 2244
Increase or decrease -7.0 -7.8 -7.2 2.5 10.8
Start-of-year assets as 17% 11% 6% 2% 3%

a percent of outgo

**‘Present law'' reflects economic assumptions resulting from President Reagan’s
economic recovery program but does not include the direct impact of proposed social
security legislation.

o1



Chart 4

Social Security Cash Benefit Trust Funds—Fiscal Years 1982-1986

The cash benefits portion of the social security payroll tax supports
the basic social security program for individuals who work in employ-
ment covered by that tax and their families, The old-age and survivors
insurance program provides retirement benefits when insured workers
stop working at or after age 62 and the disability insurance program
provides benefits for insured workers of any age if they become so
disabled as to be unable to engage in any substantial work activity.
Benefits are also provided to the surviving spouse and children of
deceased workers and to the dependent spouse and children of disabled
or retired workers. (Children’s benefits are payable to age 18 or, for
children in full-time school attendance to age 22. Benefits for a de-
pendent or surviving spouse are payable if the spouse is aged or is
caring for a child under 18.)

Under present law, the social security trust fund programs of old-
age, survivors, and disability insuraace are projected to experience
difficuity in meeting benefit obligations in the near future. In the last
Congress, a two-year reallocation (1980 and 1981) between the OASI
and DI funds was enacted to prevent a cash flow problem from occur-
ring before the present Congress would have time to address this issue.
However, that action only slightly deferred the point at which the
funds will not meet benefit obligations. Under the economic assump-
tions underlying the budget submitted by President Carter in January,
that point of inability to meet full benefit obligations was estimated to
occur sometime in 1982. The more optimistic assumptions used in the
budget of President Reagan would modify that estimate so that the
inability to meet benefit obligations fully is estimated to occur in 1983.
(The funds are considered to be unable to meet benefit obligations
fully if the balance drops below 9 percent of a year's benefits, that is,
below one month’s benefits.) The economic assumptions underlying
the Carter and Reagan budget proposals are shown below. Both sets
of assumptions reflect declining inflation rates after 1980 and declin-
ing levels of unemployment after 1981.

a7
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BUDGET ASSUMPTIONS, 1980-86

[In percent)

Increase in
Consumer Total unem-
Price Index Benefit increase ployment rate
Reagan Carter Reagan Carter Reagan Carter
1980......... 13.5 13.5 14.3 14.3 7.2 7.2
1981......... 11.1 12.5 11.6 12.3 7.8 7.8
1982......... 8.3 10.3 9.3 11.3 7.2 7.5
1983....... .. 6.2 8.7 6.6 9.2 6.6 7.1
1984 . ...... .. 5.5 7.7 5.8 8.0 6.4 6.7
1985......... 4.7 7.0 49 7.3 6.0 6.3
1986......... 4.2 6.3 4.4 6.5 5.6 6.0

Although chart 4 shows the overall status of the cash benefits pro-
gram, there are actually two completely separate trust funds main-
tained for the disability insurance and old-age and survivors insurance
programs. The portion of the social security cash benefits tax allocated
to each trust fund is specified by law and. in the absence of legislation,
assets may not be transferred between the funds. The tables below
show the status of the two separate trust funds under the Reagan
budget economic assumptions.

OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND: FISCAL YEARS 1980-1986

[Dollar amounts in billions]

Fund at start of
Net Fund at year as a per-

change end of cent of outgo
Fiscal year Income Outgo  in funds year during year
1980........ $100.1 $103.2 -—$3.2 $24.6 27
1981........ 1209 122.2 -1.3 23.3 20
1982........ 130.7 140.6 -9.9 134 17
1983........ 1433 157.1 -13.7 -4 9
1984........ 156.7 171.7 -150 -15.4 (2
1985........ 175.2 186.0 -108 -—-26.1 -

1986........ 193.0 199.6 —6.6 -—32.7 -13

1 Less than 0.5.
Source: Social Security Administration.
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OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND:
FISCAL YEARS 1980-1986

[Doliar amounts in billions]

Fund at start of
Net Fund at year as a per-

change end of cent of outgo

Fiscal year Income Outgo in funds year during year
1980........ $17.4 %153 2.1 $7.7 37
1981........ 13.1 17.4 —-4.4 3.3 44
1982........ 22.1 19.2 2.9 6.2 17
1983........ 26.5 20.7 5.9 12.1 30
1984........ 29.8 21.9 7.8 19.9 55
1985........ 36.6 23.3 13.3 33.2 86
1986........ 42.4 24.8 17.4 50.6 134

Source: Social Security Administration.

Social security iax rates and basis.—The trust fund status shown
above includes the impact of additional income which will result from
social security tax increases scheduled under present law. The tables
below show the tax rates and tax bases which will go into effect under
piesent law. As indicated in these tables, significant increases in the
taxes were provided for in the 1977 amendments. At the time those
amendments were adopted, the funds were projected to be adequate
to meet benefit obligations for many years into the future. However,
the 1977 changes did not provide a wide margin for error and the
economic situation has turned out to be far less favorable than the
assumptions used in 1977. '

ADDITIONAL CONTRIBUTION INCOME TO SOCIAL SECURITY
TRUST FUNDS: RESULTING FROM 1977 AMENDMENTS (FIS-
CAL YEARS 1982-86)

[In billions}

Cash benefits Hospital insur-

Fiscal year Total programs  ance program
1982.................... 23.4 22.2 1.2
1983.......... ... 26.7 25.3 1.4
1984.................... 29.1 27.6 1.4
1985.................... 40.7 37.9 2.8
1986.................... 46.4 44.3 2.1




TAX RATES FOR THE SOCIAL SECURITY TRUST FUNDS

Jin percent]

Prior law Present law (1977 amendments) ¢
Calendar year OASI ! (o1 ] OASDI HI? Total OASI ¢ Dis OASDI Hi? Total

EMPLOYERS AND EMPLOYEES, EACH

0.575 4.95 0.90 585 4.375 0.575 4.95 0.90 5.85
.600 4.95 1.10 6.05 4.275 775 5.05 1.00 6.05
.600 4.95 1.10 6.05 4.330 .750 5.08 1.05 6.13
.600 4.95 1.35 6.05 4.520 .560 5.08 1.05 6.13
650 4.95 1.35 6.30 4.700 .650 5.35 1.30 6.65
.650 4.95 1.35 6.30 4.575 .825 5.40 1.30 6.70
.650 4.95 1.35 6.30 4.750 9.50 5.70 1.35 7.05
.700 4.95 1.50 6.45 4,750 9.50 5.70 1.45 7.15
.700 4.95 1.50 6.45 5100 1.100 6.20 1.45 7.65
.850 5.95 1.50 745 5.100 1.100 6.20 1.45 7.65
SELF-EMPLOYED PERSONS
1977, 6.185 0.815 7.0 0.90 79 6.1850 0.8150 7.0 0.90 7.9
197B. ... 6.150 .850 7.0 1.10 8.1 6.0100 1.0900 7.1 1.00 8.1
1979. .. 6.150 .850 7.0 1.10 8.1 6.0100 1.0400 7.05 1.05 8.1
19B0. . ..o\t 6.150 .850 7.0 1.10 8.1 6.2725 0.7775 7.05 1.05 8.1
1981, 6.080 .920 7.0 1.35 8.35 7.0250 0.9750 8.00 1.30 9.3
19B2-84............ciiiii 6.080 920 7.0 1.35 8.35 6.8125 1.2375 8.05 1.30 9.35
1985.. ... 6.080 920 7.0 1.35 8.35 7.1250 1.4250 8.55 1.35 9.90
1986-89.............cciiiii 6.010 .990 7.0 1.5 85 71250 1.4250 8.55 1.45 10.00
1990-2010............ ccoiiiiiiini 6.010 990 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
2011 and later.....................oeul 6.000 1.000 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75

1 Old-age and survivors insurance. 3 Hospital insurance (part A of medicare).
! Disability insurance. ¢ Also reflects 1980 change in OASI/DI aliocation in 1980 and 1981.
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ANNUAL EARNINGS SUBJECT TO SOCIAL SECURITY TAX

Present law

Under prior (1977 amend-

Year law ments)
1977 .. . $16,500 $16,500
1978 .. .. 17,700 17,700
1979. ... .. 18,900 22,900
1980. ... 20,400 25,900
1981 . .. ... 22,200 29,700
1082 ... ... 124,000 132,100
1983. ... ... 126,400 135,400
1984 ... ... ... 129,100 139,000
1985.. ... ..., 131,800 142,300
1986......... ... 134,200 145,600

t Estimated.
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Chart 5

Social Security Cash Benefit
Programs
Proposed Legislation’

(dollars in billions)

FY 1982 FY 1986

In both budgets:

Round benefits to —* -%$0.1
nearest dime
Stricter offset for —* -0.1

workers' compensation
In Reagan budget:

Reduce benefits for -$1.0 -1.1
minimum beneficiaries

Reduce and phase-out -1.0 -1.7
student benefits

Require more recent -0.1 -1.2
work for disability

Reduce disability —~* -0.1

benefits by amount
of other compensation

Eliminates lump-sum -0.2 -0.2
death benefit in certain
cases

Eliminates rehabilitation -0.1 -0.1
funding

*Less than $0.05 billion.

" Amounts shown reflect net budgetary impact
after any offsetting increases in other programs.



Chart 5
Social Security Cash Benefit Programs: Proposed Legislation

Both the January budget submitted by President Carter and the re-
visions submitted by President Reagan include proposals which would
reduce the cost of the social security program. While these proposals
would have an impact on the overall financing status of the program,
they represent budgetary proposals. Further action will be necessary
to address the program’s short-range financing difficulties shown in
chart 4 and its significant long-range imbalance as projected in the
most recent trustees’ reports. The amounts <hown on chart 5 give net
budgetary impact after any offsetting increases’ in other programs.

PROPOSALS IN CARTER AND REAGAN BUDGET

Round benefits to nearest dine—~In compating initial benefit
amounts and in computing subsequent benefit increases, the Social
Security Administration is required by present law to round the final
benefit amount up to the i ot higher multiple of 10 cents. The budget
proposes to modify this rule so as to round benefit amounts to the
nearest multiple of 10 vents. This change will result in a savings in
benefit costs of approximately 5 cents per month per beneficiary at the
time of a benefit increase. The change is proposed to become effective
starting with the July 1982 cost-of-living increase. This would pro-
duce savings of $8 million in fiscal year 1982 rising to $101 million by
fiscal year 1986.

Worker's compensation offsct.—The disability insurance program
now provides for a reduction in social security disability benefits for
workers under age 62 to the extent that those benefits, in combination
with worker’s compensation payments. would exceed 80 percent of pre-
disability earnings. The offset is applied starting with the month in
which the disabled individual reports receiving worker's compensation
benefits. The budget proposes to apply the offset starting with the
month in which the benefits are received rather than with the month
in which receipt is reported. The proposal also would continue the
offset until the worker reaches age 65 rather than age 62. (However.
at age 62 the individual could elect to receive reduced refirement
benefits against which there is no offset rather than disability benefits.)
This proposal is estimated to reduce program costs by $37 million in
fiscal year 1982 rising to $67 million in savings by fiscal year 1936.

(23)
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PROPOSALS IN REAGAN BUDGET

Reduce minimum benefits.—Prior to the 1977 amendments, the min-
imum social security henefit for new beneficiaries increased each year
by the same percentage as the CPI. The 1977 amendments froze the
minimum at its then existing level of $122. (However, once an indi-
vidual comes on the benefit rolls at this level, his benefits are indexed
to the CPI in the same way as the benefits of all other beneficiaries.)
The minimum benefit provides for individuals with very low average
earnings a benefit amount which is higher than the basic benefit for-
mula would generate. Low average earnings can result from many
years of work at low wages but can also reflect only a few years of
attachment to th> program.

The 1977 amendments effectively eliminated the minimum benefit
as a significant cost item for future beneficiaries, most of whom would
qualify for nearly as high a benefit under the regular benefit formula
as under the minimum. (An individual with indexed average annual
earnings of $1700 will qualify for more than the minimum benefit).
Most of the savings from the administration proposal results from the
reduction in benefits pavable to individuals now on the benefit rolls
who qualified for the minimum in previous years. This will result
in gross benefit reductions of $1.3 billion in fiscal 1982 rising to $1.5
billion in 1956. These benefit reductions are partially offset by increases
in SSI expenditures of $300 million in fiscal year 1982 rising to $400
million in fiscal yvear 1986.

Reduce and phase out student benefits.—Until 1963, bencfits for non-
disabled dependent children were payable until the child reached age
18, These benefits are paid to children of retired or disabled benefi-
ciaries and to surviving children of deceased workers. In 1963, the
law was amended to continue entitlement for such children up to age
22 in cases where the children were attending school full time. The
Reagan budget proposes to reduce the benefit amounts payable to those
now receiving benefits on the basis of full-time school attendance.
Benefit amounts for current students would be reduced by 25 percent
each year. In addition, the administration proposal would end bene-
fits at age 18 for all those who are not yet entitled to benefits as stu-
dents over age 18. This proposal is estimated to save $1 billion if fiscal
year 1982 rising to $2.3 billion by 1986.

Require more recent work for disability—The social security dis-
ability insurance program is intended to replace the earnings under
social security which are lost as a result of disability. As a test of
whether the disability caused the loss of social security covered earn-
ings, the law includes a recency of employment test. This test requires
that an individual have five years of covered employment during the
10 years preceding the point at which he became so disabled as to be
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unable to work (i.e. 20 quarters of coverage in the 40 calendar quar-
ters prior to meeting the definition of disability). The Reagan admin-
istration proposes to adopt a stricter test of recency of employment.
Under this test, the individual would also have to show 114 years of
covered employment in the 3 year period prior to becoming unable to
work (6 quarters of coverage out of the preceding 13 quarters). This
change is estimated to reduce program costs by $120 million in fiscal
year 1952 rising to $1.220 million in fiscal 1986.

Reduce disability benefits by thr amount of other Federal compen-
sation—Under present law, disabled beneficiaries who are also en-
titled to State worker’s compen=ation benefits have their social security
disability benefits reduced. In gene.al. this reduction operates to limit
the combined benefits to no more than 80 percent of the worker’s gross
earnings in the period just prior to becoming disabled. The Reagan
administration proposal would apply a similar reduction to bene-
ficiaries on the basis of other disability benefits. The administration
has not yet provided specifics as to what types of benefits are included.
The estimated savings are $6 million in fiscal 1982 rising to $73 million
in fiscal 1985.

Eliminate death benefit in certain cases—Under current law, a
payment of $255 towards the cost of funeral expenses is made upon
the death of an insured worker regardless of whether there is a sur-
viving family member. The proposal would eliminate the death bene-
fit where there is neither a spouse nor a minor child to receive survivors
benefits. The proposal is estimated to save $150 million in FY 82 rising
to $200 million in FY 1986.

Eliminate funding of vocational rehabilitation—The Social Secu-
rity Act provides for a portion of the disability trust fund to be used
to pay for rchabilitation services for beneficiaries with a view to re-
turning them to employment. Similar authority exists for using gen-
eral funds for the rehabilitation of disabled SSI recipients. The
proposal would repeal this authority in both programs saving $87
million in social security trust fund cxpenditures and $20 million in
SST expenditures.



Chart 6

Social Security Administration
Federal Fund Programs*

(dollars in billions)

FY 1981 FY 1982
Present law:

Federal fund $0.7 $0.8
payment to trust
funds

Supplemental 7.3 8.0
Security
Income (SSI)

~ Proposed legislation:
SSI| changes (**) -0.1

*Welfare programs for families shown on chart 7.
**Less than $0.05 billion.



Chart 6
Social Security Administration Federal Fund Programs

Present law.—The social security programs of old-age, survivors,
and disability insurance are supported almost entirely by payroll
deductions applicable to employers, employees, and self-employed per-
sons. Certain transitional provisions enacted in 1966, however, provide
relatively small benefits to persons over age 72 who did not have the
opportunity to become insured for regular benefits. The cost of these
benefits is reimbursed to the trust fund from general revenues. Simi-
larly. a general fund payment is made into the trust funds to cover the
cost of certain additional credits granted to military personnel. The
Social Security Administration also carries out certain functions under
the Employee Retirement Income Security Act of 1974 (ERISA) and
receives reimbursement from the general fund for the costs involved.

Since January 1974, the Social Security Administration has been
responsible for adininistering a basic income support program for
needy aged. blind. and disabled persons called Supplemental Security
Income (SSI). This program is funded entirely from general funds.
The law establishing the SSI program permits the temporary use of
trust funds to meet the administrative costs of the program but pro-
vides specific safeguards to assure that those costs are promptly reim-
bursed to the trust funds by an appropriation from general revenues.

The amount of general revenue funds administered by the Social
Security Administration in connection with the old-age, survivors and
disability insurance (OASDI). ERISA. research activities and supple-
niental security income (SSI) programs are shown in more detail
below:

[In millions]

Fiscal 1981 Fiscal 1982
OASDI:
Military wage credits............ .. $521 $703
Benefits for uninsured aged. . . ... 150 140
ERISA. ... .. 2 2
Research......... ... .. ... . . .. 4
ss| Total, Federal payment......... 673 849
Benefits...........coovveeinenn... $6,397 $7,104
Services.................il 68 52
Administration*................... 820 857
Total, SSI....................... 7,285 8,013

1 includes $48 million in fiscal 1981 and $25 million in fiscal 1982 for Federal
payments to States because of Federal errors in administering State supplemen-
tary programs.

(27)
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Under a 1977 departmental reorganization, the Social Security Ad-
ministration assumed responsibility for the Federal-level administra-
tion of the aid to families with dependent children and related pro-
grams (other than the work incentive program). These programs are
described separately on chart 7: Welfare Programs for Families.

Proposed legislation.—The Carter and Reagan budgets propose to
elimirate an annual payment $43 million toward the cost of State
supplementation in Wisconsin ( $39 million), Massachusetts ($515
million), and Hawaii ($0.1 million). When the SSI law was first
enacted, it included a Federal savings clause payment to assure States
that they would not have to increase their expenditures in order to
prevent State beneficiaries from suffering a net reduction in benefits
as a result of the new program. Although this Federal -avings clause
paynient was expected to gradually phase out as Federal SST levels
increased, subsequent legislation required States to increase State
supplemental benefits o as to pass through any Federal cost-of-living
increases. This would have resulted in a mandatory increase in State
expenditures if the Federal savings clause continued to phase out. To
prevent this, the savings clause payments were frozen at the $45 mil-
lion level which had then been reached. The elimination of this savings
clause payment will require that amount of new State expenditure
in the affected States unless the implementing legislation specifically
allows the affected States the option of reducing their aggregaie pass-
through by the same amount.

Under current law, SST eligibility and benefit amounts are deter-
mined on a quarterly prospective basis, i.e.. based on expected income
over the coming 3 months. The Reagan budget proposes to determine
eligibility and benefit levels on a monthly retrospective basis, i.e.,
based on income in the prior month. Recipients would also be required
to report their earnings and changes in their circumstances on a
monthly basis. This change is estimated to reduce FY 1982 costs hy
$60 million.
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Chart 7

Welfare Programs for Families

(dollars in billions)

FY 1981 FY 1982

Present law:

Aid io families with
dependent children:
welfare payments
administration
Work incentive
program
Child support:
Total collections
Federal share of:
collections
administrative costs
Low-income energy
assistance
Proposed legislation:

AFDC proposals:
Carter budget
Reagan budget

Child support proposals:

Carter budget
Reagan budget
Hardship block grant
(replaces low-income
energy and AFDC
emergency aid)
Include titles IV-A and
IV-E foster care and
adoption assistance
In social services
block grant (chart 8)

~0.3
+~0.9

-0.1

= 0.2
#5204

-0.1

*Includes all savings in Carter budget.
**Compared with extension of present programs

at level proposed in Carter budget.



Chart 7
Welfare Programs for Families

AFDC.—The budget submitted by President Cart-r in January es-
timates that the costs of benefits and administratior. under the aid to
families with dependent children (AFDC) and certain other related
programs will be $7.9 billion in 1981 and $8.4 billion in 1982, Included
in the total shown for AFDC are expenditures for adult assistance in
Guam, Puerto Rico, and the Virgin Islands, emergency assistance for
families, and aid for certain repatriated American nationals. Also in-
cluded are AFDC foster care and adoption assistance under the new
title IV-E program.

[In millions of dollars}

Fiscal year—

1981 1982

Federal costs:
AFDC payments (including IV-E) .. .. .. 7,037 7,464
Adult assistance in U.S. territories. ... .. 13 13
Emergency assistance. .......... ... .. ... 55 57
Aid to repatriated nationals........ ... .. 2 2
Total benefits. . ............. ... ... .. ... 7,107 7,536
State and local administration. .. .. ... ... ... 784 903

Chdd support.—The child =upport enforcement program (title
IV-D of the Social Security Act) is aimed at helping children In
sccuring their rights to obtain support from their parents and to have
their paternity ascertained in a fair and efficient manner. Collections
under this program are as follows:

CHILD SUPPORT ENFORCEMENT COLLECTIONS AND COSTS

[in millions of dollars)

Fiscal year—

1981 1982
Child surport collections:
Total collections. . ........................ 706 820
Federalshare............................. 261 303
State and local administration:
Totalcosts. ... i, 539 626
Federalshare............. ... ............ 419 471
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These figures do not show the savings which result from families
having been completely removed from dependency on AFDC as a re-
sult of the child support program. The program will serve some 548,000
AFDC families and 594,000 non-AFDC families in fiscal year 1981,
and 603,000 AFDC and 689,000 n :-AFDC families in 1982.

WIV.—Also closely related to tne AFDC program is the work in-
centive (WIN) program which is aimed at enabling A FDC families
to become self-supporting through employment. The Carter and
Reagan budget recommend funding for this program at a level of $385
million in fiscal 1982, This is $20 million above the level of funding that
was provided for this program in fiscal 1981. The Depuartment of Labor
estimates that about 256,000 WIN registrants will be placed in un-
subsidized jobs in fiscal 1982 with resultant welfare grant savings of
$560 million.

Low-income e¢ncrgy assistance.—To moderate the impact of rising
energy costs on low-income families, the Congress authorized the new
Low-income Energy Assistance Program as part of the Windfall
Profit Tax Act last year. The program is administered by HHS pri-
marily as block grants to States for aid to their needy citizens. This
aid can be in the form of direct cash assistance to needy households,
direct payments to fuel vendors on behalf of the needy. and payments
to public housing building operators. Funding of $1.6 billion was ap-
propriated in FY81; the Carter administration requested $1.85 billion
for FY382. The program expires September 30, 1981 uniess it is re-
authorized. The Reagan budget proposes a new block grant program
to substitute for the emergency assistance program and the low-income
energy assistance program.

Error rate sanctions.—In accordance with current quality control
regulations promulgated under Section 201 (the Michel Amendment)
of the 1980 Labor;HHEW Appropriations Act. all States are required
to reduce their AFDC (and Medicaid) payment error rates to 4 per-
cent by September 30, 1982. Based on actual error rate experience,
however, State error rates have not been and are not projected to
decline as rapidly as required. The following table compares the error
targets under the regulations to current projections of error rates (na-
tional weighted average) for fiscal years 1981-83:

{In percent)

Error Current

target projectior

Fiscalyear 1981 ...................... 7.6 9.2
Fiscalyear 1982... ................... 5.8 8.8

Fiscalyear1983...................... 4.0 8.5
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Under the regulations, a State which fails to meet its error target is
subject to sanctions equal to the amount of Federal matching funds
that would not have been paid if the State had met its target. The
Carter and Reagan budgets assume a reduction of $93 million in
budget authority and outiays as a result of the projected error rates.
Actual impostion of sanctions related to 1981 error rates is assumed
to occur in 1982 due to time lags in the reporting of error rate data.
‘The $9% million figure represents the maximum sanction level without
consideration of potential waivers for States which can demonstrate a
“wood faith™ etfort to reduce error rates,

PROPOSED LEGISLATION

The fiscal 1982 budgets submitted by both President Carter and
President Reagan include a number of legislative proposals for
changes in existing welfare programs.

AFEDC—Carter and Reagan budygets

Assume advance payment of EITC —Since 1975, the Federal Gov-
crnment has provided a tax credit for low-income workers that reduces
the amount of income tax they are liable to pay. Where the credit
amounts to more than the income taxes owed, the worker receives a
check for the difference. Beginning in 1979, provision was made for
the credit to be received in advance through additions to wages.
However, individuals ~till may choo=e to collect the EITC as a lump
sum after vear’s end. This can result in higher welfare costs. Under
the proposal. advance payvments would be assumed for purposes of
determining the monthly AFDC benefit due a family thereby lowering
the monthly welfare payment. The proposal is estimated to save $44
million in fiscal year 1952, It ix included in both budgets.

Stepparent income—Currently States are allowed to count the in-
come of a stepparent in determining a child's AFDC benefit only if
the stepparent is legally responsible for stepchildren under State law
(two States have such laws). The propo=al in the Carter budget would
require all States to count the income of a stepparent in determining
AFDC eligibility and benefit amounts. It is estimated to save $186
million in FY&2 and 8148 million in FY86. The proposal in the Reagan
budget also includes individuals assuming the role of the spouse. Sav-
ings will be greater, but no estimate is available.

$10 payment.—Curzently, no matter how small an AFDC benefit is,
it is paid. The proposal (in both budgets) would prohibit AFDC pay-
ments below $10 a month to eliminate marginal cases that may be on
and off the rolls from month to month. Medicaid eligibility would be
retained. The estimated savings is negligible.

Retrospective accounting.—Under current law, States are free to
determine a family’s AFDC eligibility and benefits on the basis of
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projections of a family’s future income and circumstances. Most States
use this prospective method. The propos=al (in both budgets) would
require the States to make the determination on the basis of actual in-
come in the prior month. The proposal would further require benefi-
ciaries to report their ecarnings on a monthly basis to insure that bene-
fit amounts are based on the most up-to-date information. The pro-
posal is estimated to save 565 million in FY=2 rising to $248 million in
FY»6.

Work caopensex and cavwings disre gard—Earned income reduces a
family’s welfare grant except to the extent that it is off~et by certain
disrregards. Current law provides that the first 830 of carned income
plus one-third of remaining carnings is disregarded. In addition the
full cost of child care and other work-related expenses are deducted
before the welfare grant is reduced, The propo=al in the Carter budget
would provide for the following disregard: the first %70 of monthly
carnings: plus 20 pereent of gros< monthly carnings: plus one-third
of remaining carnin g2 plus child care cost< up to 160 per month (ad-
Jnsted) per child. The 20 pereent figure would replace the present law
deduction of actual itemized work expenses. The proposal will ~ave
S64 million in fiscal 1952 rising to 599 million in fiscal 1956, The pro-
posal in the Reagan budget would provide for the following disregard :
X715 for work expenses: 230 per child for child care : %30 and one-third
of the remainder of carned income. Work expenses and child care
would be standardized and subtracted from carnings before the one-
third disregard is applied to insure that income already disregarded
as a work expense is not again disregarded as a work incentive. The
proposal is estimated to save S1T7 million in fiscal 1982 rising to $194
miilion in fi=cal 1956,

AFDC—Rcagan budget only

Fowr-month rule —Under current law, the 830 and one-third ineome
disregard continues to apply for ~o long as an individual remains on
AFDC. The Reagan budget proposes to limit the disregard to four
consecutive months, A new 4-month period using this disregard would
be available ounly after the recipient had been off the welfare rolls for
12 consecutive months, Savings are estimated at $32 million in FY&2
rising to $57 million in FY's6.

150 pereent of need lindt.—Under current AFDC provisions, there is
no limit on the amount of gross income a family may have and still
remain on publie assistance. The proposal would limit cligibility for
AFDC to families with gross income at or below 130 percent of the
State’s standard of need. Savings are negligible.

Lge 18 limit.—Presently, at State option, a dependent child may be
defined to include students age 18 through 20 who are regularly at-
tending school (including college). The proposal would amend the
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definition of “dependent child™ to provide assistance to children
through age 17, or 18 if completing high =chool in their 1sth year, The
proposal 1s expected to ~ave $125 million in fical 1952 rising to X136
million in fiscal 1956.

Ntrdkeers—Current Federal law does not expressly prohibit strikers
from AFDC eligibility. The proposal would amend the la- to provide
that participation in a ~strike would not constitute good cause to leave,
or to refuse to scek ov accept employment. Estimated savings total S5
million in cach of the fizcal years 1952 through 1986,

Principal carner— At State option, benefits are provided to intact
families with children who are deprived of ~upport due to the unem-
ployment of a pavent. Only one parent must be unemploved to meet
this ehigibility requirement: the other parent may he emploved. The
proposal would limit eligibility for AFDC U to those intact families
in which the principal carner 1s uncmploved. Estimated savings under
the propo=al are neghgible,

Comuponnidty ok progroms. Cuarrent regulations prolinbit States
fro.n establishing any prograons which would require an AFDC reeip-
went to work in exchange for an AFDC grant. Furthermore, while
required to take aceeptable emploviment if otfered. the majority of
smplovable AFDC recipients meet this requirement by registeving
with the WIN program but continue to receive henefits without any
further work-related activity. Under the propo=al. States would be
required to establish community work experience programs and
emplovable recipientsc who are unable to find emplovment in the
regular cconomy. would be required to aceept assignment to these
programs in which they would perform work in return for AFDC
benefits, The proposal will have no savings in F Y52 but is estimated
to ~ave 337 million in FYa3 rising to 39 million in FYx6,

Colleye studcnts.—Under current law an AFDC parent may attend
college and. after registering with WIN. these persons are often
allowed to continue college rather than being asked to seck employ-
ment. The proposal would require AFDC parents who are attending
college to seek employment and meet all other work requirements
under the AFDC program. unless otherwise exempt. Estimated sav-
ings are negligible.

Count food stamps and HUD subsidy—While State AFDC grants
may include an amount for food and shelter. the amount of food
stamps a family receives has no bearing on AFDC eligibility or benefit
amount and States with consolidated grants must pay the full value
for shelter included in the grant even if housing costs are subsidized.
The proposal would permit States to take into account in-kind benefits
received from food stamps or housing subsidies by reducing the food
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component of the need standard to the extent it is met by food stamps
and to limit the shelter payment by taking the subsidy into account.
The proposal is estimated to save $100 million in fiscal 1982 rising
to $110 million in fiscal 1986.

Lien procision.—States are currently permitted by regulation to
place liens on property and several States do so; Federal law is silent
in this regard. The provision would amend the law to allow a State
to place a lien on a recipient’s house for the value in excess of the
average value of all houses in the State. The lien would be satisfied
on transfer of ownership of the house. except it would be deferred
as long as a member of the household eligible for AFDC continues to
reside in the house. Savings are negligible.

Lesource limit.—Current law requires that resources be considered
in determining AFDC eligibility. States are permitted to establish
their own resource lmits within the regulatory maximum of $2,000
per person. The proposal would place a limit on allowable resources
of 1,000 (equity value) per family. Savings are estimated to be $16
million in FY=2 rising to $1¥ million in FYS6.

Luncp-sum payme nts—~—Lump-sum payments that meet the defini-
tion of income ave prezently counted as income in the month of receipt
and, to the extent retained. resources thereafter. The proposal would
require that lump-sum pavments be considered available to meet
ongoing needs in the AFDC program. i.e., the lnmp-sum payment
~hall be considered as income in the month received. If such payment
exceeds the standard of need. the houschold would be ineligible for
aid. Any amount of the lump-sum payment that exceeds the monthly
needs standard would be divided by the monthly needs standard and
the houschold would be ineligible for aid for the number of months
resulting from that calculation. The proposal is expected to save $5
million in FY8&2 and succeeding fiscal years.

O cerpayments—The law is xilent on the i~sue of overpayments and
underpayments, but States are given the option of whether or not
to recoup overpavments by regulation. If States recover overpay-
ments they mast alzo pay underpayments. Forty-two States currently
have a recovery policy. The proposal would require States to recover
overpayments in all instances and to pay underpayments. Recovery
of overpayments would be made from current assistance payments,
available income and resources. and through the legal process. Cor-
rective payvment of underpayments would be treated as a lump-sum
payment as above. Estimated savings under the proposal amount to
$115 million in fiscal 1982 dropping to $98 million in fiscal 1986.

National recipicnt file.—Present law requires States to secure certain
information (e.g., social security numbers, wage date) which requires
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some interface with Federal data. Other information which may need
verification is availabie through information systems administered
by Federal agencies such as the So-ial Security Administration. How-
ever, there 1s no central source for this information. The proposal
would establish a national recipient file to which all States have access.
The proposal would have a small cost during the years of establish-
ment, but savings are expected to result in later years when the system
1s 1n place.

Aceess to informution—Information exchange between various
branches and levels of government is now often permitted, but it is
made cumbersome and ineflicient by certain restrictions on interpro-
gram use of information which can legitimately be secured by each
program on its own. The propesal would provide for imformation
exchange and use by any government agencey to carry out its publie
duties. There are no direet Federal costs related to the propo=al and
some potential savings of unknown magnitude arve expected from re-
duction of errvor and abuse.

Vendor payments.—=states are restricted in their use of vendor pay-
ments (direet pavments by the welfare ageney for housing, utilities,
ete.). Vendor payvments may not be used in more than 20 percent of
the AFDC caseload in a State. The proposal would remove all re-
strictions on the number of cases in which vendor payments may be
made by a State. The proposal has negligible ~avings.

30-percent wateh for training.—The Federal Government reim-
burses States for 75 percent of training expenses for employees (or
those preparing for employment) of State or local agencies administer-
g the AFDC program. All other adiministrative expenses are matched
at a H-percent rate. The proposal would provide that all expenses
related to AFDC administration, including training expenses, be
matched by the Federal Government at a 50-percent rate. The proposal
is estimated to ~ave %21 million in FY&2 rising to %27 million in FYR6,

U nhorn child —Currently States are allowed to pay AFDC benefits
to pregnant women who have no other children. The proposal would
restrict such payments to women in the third trimester of pregnancy.
Savings are not expected to be very great.
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AFDC PROPOSALS

(In millions of doliars)

Fiscal year 1982

Carter Reagan
Both budgets
Count presumptive EITC.. ... . A —44 —44
Count/Stepparentincome... ... .. . ... —162 —162
(Plus individual assuming role of spouse
Reaganonly) . ... .. . L S —(**
Eliminate payments under $10.. . gg —(*
Retrospective monthly accounting .. . ... - -
Earned income disregard change
Carter version . .. . . L —-64 .. . 4
Reagan version. .. . o —177
Reagan only
4-month rule . . . . . L —-52
150 percent of need limit . . o L o —g‘g
Age 18 limit... =~ .. . .. . . ... S —1
Strikers . . o . -5
Prmcupal earner .. L o —g’;
Community work programs . , o -
College students . A —8‘8
Count food stamps and HUD st~ ., S —1
Lien provision ... .. .. .. ... S —(12
Resource limit == = .. o —
Lump-sump payments . . = . . .. S —5
Overpayments. . . o —115
National recipient file. . ... ... A
Access to information.. ... ... ... ... o —(**
Vendor payments. .. . ... .. .. ... ... —(*
50 percent match for training. .. ... . o —
Unborn chlld ......................... S —(*)
*Neghglble
**Unknown.
**>*Small cost during years of establis' - -1t but savings are expected to result

in later years when ine system is in place.

Clidd support evforccment—Carctor and Reagan hudgets

Spousal w//'/m,f~'l'lne Child Support Enforcement program was
designed to assist Staies in enforcing the =upport obligations of abscnt
parents to theie elildves. U ~ome States, alimony and child support
payments are not differentiated by law in the absent parent’s support
obligation. The propo=al (in both budgets) would extend CSE activi-
ties to include the collection of ~pousal :upport in order to overcome
this problem. Such collections are expected to net Federal budgetary
savings of 523 million in fizcal 1952 and 219 million in fiscal 1986.
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CHILD SUPFPORT ENFORCEMENT

(In miilions of dollars)

Fiscal year 1982

Carter Reagan
Both budgets
Enforcement of spousal support. . .. .. 23 23
Applicant fee for non-AFDC families. . ... . . 45 45
State sharing of incentive payments.. .. .. . . 61 61
Reagarn only
IRS intercept of tax refunds. . ... ... . . 27
Prohibit discharge in bankruptcy . ... . . ... ... .. ... 17

Now-AFDC applicant fee- Tie Child Support Enforcement pro-
gram was extended to non- AFDC families on the basis that such as-
sistance in collecting legal support might make the ditfference in their
ability to remain off the AFDC rolls. The propo=al (in both budgets)
would provide for an applicant fee of up to 10 percent of the collection
made to be charged to non-AFDC famihies to defray the cost of ~uch
collections, The fees are extimated to reduce Federal costs hy 845 mil-
lon in FYN2 rising to 565 million in FYs,

Tneentive payments.—States and localities receive incentive pay-
ments equal to 15 pereent of cach ¢hild support collection made on be-
half of an AFDC family. These incentive payments are deducted fully
from the Federal <share of colleetions. The propo=al (in both budgets)
would deduct the incentive payments from both the State and the Fed-
eral ~hare of collections, Xavings to the Federal Government are esti-
mated to be $61 milhon in fizcal 1952 rizing to $104 million in fiscal
1986.

Chid support cuforccment—IEcagan budget only

IRN interec pt.—"The Reagan budget also includes a provision which
would require the Internal Revenue Serviee to halt and collect from
an absent parent’s Federal income tax refunds the amounts owed for
child support arrcarages. This proposal ix expected to save $27 mil-
lion in FY 1932,

Bavkruptey prohibition.—Under the original child support enforce-
ment. program. individuais wooo prohibited from discharging child
support arrearages in bankriooo p.rwvulings. In 1975, amendments
to the Bankruptey Aet eln . 1 this prohibition. and since that
time more and more indivics . have avoided their child support
responsibilities by having arrcarages discharged in bankruptey. The
proposal would reestablish the prohibition against dizcharge of child
support in bankruptey. Navings are estimated to increase from $17
million in fiscal 1952 to $41 million in fiscal 1986.
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Hardship block grand—Reagan budget oidy

The Reagan budget proposes to create a new block grant program
under which funds would be provided to the States to provide assist-
ance on an emergency basis both in energy-related situations and in
other circamstances. This block grant program would be a substitute
for the AFDC emergency assistance program which under present
law will cost £33 million in FY 1952, The bleck grant also is intended
to replace the low-income energy assistance program. (‘Chis program
expires at the end of fiscal year 1981, The Carter Liiiget proposed that
it be reauthorized and funded at a $1.85 billior level in fiscal year
1952,) The proposed block grant program would be funded at a level
$1.4 billion.
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Chart 8

Social Services

(dollars in billions)

FY 1981 FY 1982

Present law:

Basic grant program $2.9 $3.0
(title XX)

Child welfare services* 0.1 0.2
Training 0.1 0.1

Proposed legislation in
Reagan budget:

Social services block -0.8
grant (75% of current
costs)

Title XX social <= -
ices grants an.:
State and local
training

Title IV-B child wel-
fare services and
training

* Carter budget request.



Chart 8
Social Services

In addition to cash benefit programs and medical assistance, the
Social Security Aet includes several provisions which make Federal
funding available for social ~ervices programe~. The largest such pro-
gram is the title XX ~ocial ~ervices program, but funding is also pro-
vided under a separate child weitae serviees program, and rehabilita-
tive ~services for disabled SST recipients (both children and adults)
are funded throngh that program. Also closely related to the social
services programs is funding authority for the training of =ocial work-
s and other State and local welfare personne! and for certain re-
~carch programs,

T'itle XX .-- Under title XX of the Social Sceurity Aet, States pro-
viding social services such ax child care, family planning, and home-
maker services to welfare recipients and other low-income persons are
entiled to claim Federal matehing grants for such expenditures. For
most services 83 in Federal funding under this program is available
to match cach %1 of non-Federal funding: however, Federal funding
1< subjeet to an overall limit of 229 bhillion in fiscal 1981 rising to
%3.3 billion in FY 1985 at the rate of $100 million a yvear. Of this
amount, 8 pereent of the total (3240 million in fizcal 1952) is available
for child care costs without a matching requirement. Under present
law, it is probable that every State will use the entire amount of its
title XX matching funds.

Training.—Prior to fiscal year 1980, funds expended by States to
train persons employved in the States” title XX ~ervices program (or to
pay for the education of per-ons preparing for such employment)
were eligible for Federal matching at a 75 percent matching rate on
an open-ended entitlement basis. In fiscal years 1980 and 1981, despite
statutory language to the contrary.appropriations action intentionally
limited funding to 875 million. o1 amount not suflicient to provide the
full 75 percent Federal mateli. «der legislation enacted last yvear
(Public Law 96-272) effective © - =cal year 1982 and thereafter no
payment may be made for train’  or retrainiing expenditures except
in accordance with a training pian approved by the Secretary of
Health and Human Services. The Carter budget proposes to continue
the $75 million appropriations cap. however.

Chid welfare sereices—Under title IV-B of the Social Security
Act. grants to the States are authorized for the purposes of providing

(43)
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child welfare services. Public Law 96-272 restructured the child wel-
fare services program to place greater emphasis on services designed
to prevent or remedy the need for long-term foster care. (Prior to the
adoption of this legislation. States primarily used Federal funding
nnder this program to fund non-AFDC foster care. This is no longer
a permissible use for any new appropriations under this program. i.c..
in excess of £36.5 million.) The Carter budget proposes a $220 million
funding level for this program for fiscal 1982 and $266 million (the
full authorization) for fiscal year 1983,

Proposed legislation.—The Reagan hudget proposes placing a num-
her of categorical programs in a ~ocial ~ervices block grant. Programs
in the jurisdiction of the Finance Committee which will be included
are title IV-B child welfare ~ervices and training titles IV-\ and
IV-E foster care and adoption assistance maintenance payments, and
title XX rocial services grants and State and local training. Other
programs outside the jurisdiction of the Finance Committee will also
be included in the block grant. Funding would be limited to 75 percent
of 1981 levels on the basis that program overhead would he reduced
and overlapping ~ervices wonld be eliminated. The reductions in the
title IV-A and IV-E programs resulting from this block grant pro-
po=al are shown on chart 7.
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Chart 9

Unempioyment Compensation

(dollars in billions)

FY 1981 FY 1982

Present Law

PAYROLL TAX
ELEMENTS:
Federal[State tax
income and interest
Tax-funded benefits
Administrative costs
Deficit
GENERAL FUND
ELEMENTS:
Advances to the trust
fund
Federal employee
benefits
Trade adjustment
assistance

Proposed Legislation”

EXTENDED BENEFITS

Eliminate national
trigger

Redefine unemployment
rate

Modify State triggers

REGULAR BENEFITS
Apply strict work test

GENERAL FUND
PROGRAMS
Reduce trade benefits
Limit ex-servicemen
benefits to involuntary
separations

$17.1
20.1

2.3
-5.3

2.1
0.5
2.7

-0.3
-0.2

-0.1

$19.5
17.9

2.2
-0.6

2.8
05
1.5

-0.7
-0.6

-1.2
-0.2

* Carter Budget included only redefinition of in-

sured unemployment rate.



Chart 9
Unemployment Compensation

The unemployment insurance trust fund covers regular State un-
cmployment insurance benefits (paid for through taxes collected by
States but deposited into the Federal trust fund) State benefits are
generally payable for a minimum of 26 weeks. The trust fund also
covers the extended benefits program which, in ties of high unem-
plovment. provides an additional 13 weeks of benefits which are 50
pereent federally funded. ( The emergeney unemplovment compensa-
tion program. which provided benefits bevond the 39th week has
expired and efforts to revive it last year were unsticeessful.) The ex-
tended benefits program is now operating in 25 States and Puerto Rico.
on the basis of State insured unemployment rates, but the national
trigger may be “on™ again ~oon. A\ national insured uncmployvment
rate of 4.5 percent or more triggers the extended program on in all
States, Federal funds in the trust fund come partially from the Fed-
eral share of the uncmployment payroll tax and partially from vepay-
able general revenue advances to cover any inadequacies in the pay-
roll tax. The unemployment trust fund also covers State and Federal
administration costs,

The chart display= the expected present law status of the program
under the Carter budget. The more optimistic economic assumptions
underlving the Reagan economie recovery program will result in sig-
nificantly different totalz. Thus far. however. the administration has
not provided this information.

When Federal and State tax collections are insuflicient to meet bene-
fit. costs in the =hort run. the Federal unemployment trust fund is
authorized to borrow from the general fund of the Treasury with the
advances being subject to later repayment. Because of heavy levels of
unemployvment in the mid-1970%s, zubstantial advances to the trust fund
from the general revenues have been required. ITowever, with econoniie
improvement and certain unemployment tax increases enacted in 1976,
the trust fund was= able to begin repayments. A repavment of $0.8 bil-
lion was made in fizcal year 1979, and $0.25 billion in fiscal 1980, Addi-
tional borrowing again became necessary for fiscal 1981 and 1982.

The greater part of the unemployment trust fund consists of the
State accounts. Each State imposes a State unemployment tax on em-
plovers in the State. The proceeds of this tax are used to pay for regu-
lar State benefit costs and half of any extended benefit costs. States are
required to maintain the proceeds of State unemployment taxes in ac-
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counts held by the Federal unemployment trust fund and may expend
from those accounts only for purposes of making benefit payments.
Even though these are State funds. they are reflected in the Federal
budget ~ince they are held by the Treasury. To a considerable extent,
therefore, the existence of surplus or deficit in this portion of the Fed-
eral budget depends upon State action in setting tax rates and benefit
evels,

There are also certain unemployment programs funded from general
revenues outside the trust fund. One such program provides special
additional assistance to workers who become unemployed because their
cmplover’s businesses decline in the face of increased imports. (A
related Trade Aet provision authorizes adjustment assistance for firms
and communities. President Reagan’s budget recommends funding for
these programs at a fiscal 1952 level of 553 million in budget authority
and propo=es to move them from the Economie Development Adminis-
tration to the International Trade Administration. Not mentioned in
the Reagan budget is the $42.5 million in loan guarantee authority
proposed in the Carter budget.) TAN benefits presently are paid in
addition to unemployment insurance benefits, Unemployment benefits
are also provided at Federal general revenue expense for former Fed-
eral emplovees and ex-servicemen.

Proposcd le gislation—President Carter’s budget proposed changing
the method of caleulating the trigger rate for the extended benetits
program by removing claimants of extended benefits from the cal-
culation of insured unemployvment rvates (this proposal was reported
by the Finaice Committee in 1950).

President Reagan’s budeet would al-o change the trigger rate cal-
culation as well as (1) eliminate the national trigeer under which
extended benefits are triggered on in all States when the national
insured unemployment rate (IUR) is 4.3 percent (this was a Finance
Committee proposal which passed the Senate in 1950) : and (2) in-
crease both the mandatory and optional State trigger levels for
extended benetits. The mandatory trigger applies only if the State
insured unemployment rate is 207 higher than it was in the corre-
sponding period of the two previous yvears (averaged). Under present
law. when that 20 hicher condition is met. extended benefits must
Le paid if the inzured unemployment rate is } percent or more. Under
the propos=al. this mandaiory trigger level would be increased to 5
percent. The optiondl trigger under present law allows States to pay
benefits when the 209 higher factor i= not met provided that the in-
sured unemployvment rate has reached an absolute level of 5 percent.
The proposal would increase this to 6 percent. The proposed change
in the State triggers would have a deferred effective date and. there-
fore.no FY 1982 impact.
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SAVINGS FROM PROPOSED CHANGES IN EXTENDED BENEFIT
TRIGGERS

[doliars 1n millions)

Fiscal year—

1981 1982 1983

Eliminate national trigger. ... .. . .. =297 —-657 0
Change IUR definition. . . ... ... . . .. . -208 —-561 -—380
Change State triggers... ... ... .. .. .. 0 0 -92

A third proposal in the Reagan budget would deny State unemploy-
ment benefits to individuals, other than those on seasonal or other
temporary layoffs, who refuse to accept suitable work after 13 weeks of
regular unemployment benefits, This requirement is the same as one
approved by the committee last year and enacted but only for benefits
involving Federal funding: i.e.. extended benefits, Again, this proposal
would have no fi~cal yveer 1982 impact because of a deferred effective
date. It is estimated to save 3255 million in FY 1953, The budget
would also deny unemployment henefits to ex-service-members who
leave the military services voluntarily after June 1. 1951 (including
tho~o who have completed their enlistments but decline to reenlist.
Fiscal 1952 ~avings are estimated at 8225 million.

Al~o included in either budget is a provision passed by the Senate
in 1950 to require individuals to have at least 20 weeks of work (or
cquivalent wages) in the base period to be eligible for extended ben-
ctits. This provision, however. would not be effective until after fiscal
1952, Another provision passed by the Senate last year (but not in-
cluded in either the Reagan or Carter budgets) would allow States
to opt into the extended benefit program at insured unemployment
vates higher than the current optional rate (3 pereent under present
law, 6 pereent under the Reagan proposal).

The Administration has also propos=ed amending the Trade Ad-
justment Assistance program. The proposed changes would require
import-atfected workers to exhaust their regular State and extended
unemplovment insurance henefits hefore receiving pavments under the
TAA program. Weekly TAN benefit amounts also would be liniited to
the amount of the worker's weekly regular unemployment insurance
benefit.
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In the last Congress, the Finance Committee recommended and the
Senate approved legislation which would have deferred certain Fed-
cral unemplovment tax increases which otherwise go into effect to re-
coup outstanding State loans. The propo=al passed last vear (but not
enacted) would have reduced revenues by 0.1 billion in fiscal year
1952 rixing to 0.9 billion by fiscal veuar 19835,



Chart 10

Medicare Trust Funds Under Present Law

(dollars in billions)

Fiscal Year 1981 Fiscal Year 1982 Fiscal Year 1983

Carter Reagan Carter Reagan Carter Reagan

Hospital insurance:

Income $325 $328 $39.0 $39.1 9$439 9$439
Outgo 274  27.7 33.0 334 37.7 38.0
Net increase 5.1 5.1 6.0 5.7 6.2 5.8
End-of-year assets 19.6 19.5 25.7 25.2 319 31.1
Supplementary
medical insurance:
Income 124 124 178 178 195 19.3
Outgo 130 13.0 15.1 15.1 179 178
Net increase -.6 -6 2.7 2.7 1.6 1.5
End-of-year assets 3.9 3.9 6.6 6.5 8.2 8.0
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Fiscal Year 1984 Fiscal Year 1985 Fiscal Year 1986

Carter Reagan

Carter Reagan

Carter Reagan

Hospital insurance:

Income $49.1 $485
Outgo 435 43.7
Net increase 5.6 4.8
End-of-year assets 375 359
Supplementary
medical insurance:
Income 222 215
Outgo 21.1  20.7
Net increase 1.1 8
End-of-year assets 9.3 8.8

$
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Chart 10

Medicare Trust Funds—Under Fresent ALaw

This chart shows the status of the two medicare trust funds in cach
of the next five fiscal years. The data in this chart are hused on current
law estimutes.

The SMI outlay figures for both the Carter and Reagan budgets for
1922-1956 assume =avings from certain regulatory changes made ad-
ministratively with respect to home health ageney reimburzement
rates and reimbursement for hospital based physicians. The Reagan
HI outlay figures for 1962-1956 assume savings from certain regu-
latory changes made administratively with re~pect to hospital reim-
bursement, skilled nursing facility reimburscment, home health
agency reimbursement. decreased audit activities and adjustments in
the utilization review requirements and PSRO reviews,

The 1950 Trustees Report for the Federal Hospital Inzurance Trust
Fund concluded that while the fund is not in inmuinent danger of be-
ing unable to pay benefits, adequate growth n the fund (relative to
annual di~bursements) is not provided for. The report projected that
by 1990 disbursements will exceed income and by 1994 the fund will
be completely exhausted.

183)



Chart 11

Health Programs: Present Law

(dollars in billions)

Fiscal Year 1981 Fiscal Year 1982
Carter Reagan Carter Reagan g«

Medicare trust funds:

Hospital insurance:
Income $325 $328 $39.0 $39.1
Outgo 274  27.7 330 334
Net increase 5.1 5.1 6.0 5.7




Supplementary medical insurance:
Income
Outgo
Net increase

Federal fund payment to medicare
trust funds

Medicaid
Maternal and child health

124 124 178 178
130 13.0 151 151
-.6 -.6 2.7 2.7
0.6 9.6 146 146
165 16,5 182 182
4 4 4 4

L8



Chart 11

Health Programs: Present Law

MEDICARE

Mecdicare is a nationwide health insurance program for the aged
and certain dizabled persons authorized by title XVIII of the Social
Security Act. It consistz of two parts: Part .\, or the Hospital In=ur-
ance program. provides protection against the costs of inpatient hos-
pital services and related institutional cost=: Part B, or the Supple-
mentary Medical Insurance Program, is a voluntary program which
provides protection again=t the costs of physician services and other
medical services.

The Carter budget estimates benefit and administrative outlays
under medicare for fiscal vear 1952 at $48.1 billion. Of this amount,
benefit payments account for £46.7 billion, This represents an increase
of 19.0 percent over the fiscal year 1951 benefit payvments of £39.1 bil-
lion. The Reagan budget projects $45.5 billion in outlays in fiscal yvear
1952 of which 47.3 billion account for benefit payments.

The primary factor accounting for the increase is inflation in med-
ical care costz. particularly with respect to hospital expenditures.

Inpatient ho-pital expenditures generally account for about 70 per-
cent of medicare benetit pavments. Approximately 20 percent is for
physician ~ervices. and about 1 percent for ~killed nursing facility
~ervices, In fi~cal year 1982, $33 billion (Carter). $33.4 billion (Rea-
gan) in outlays are estimated under Part A. Part B will account for
outlays of $15.1 billion in both budgets.

Income to the trust funds in fiscal year 1952 is estimated at $56.8
billion (Carter). $56.9 billion (Reagan), an excess over outlays of $8.7
billion (Carter) and 8.4 billion (Reagan). Federal pavments from
general revenues to the trust funds for fiscal year 1952 are $14.6 billion
under both budgets. The single largest component of this transfer is
general revenue contributions for the SMI program.

MEDICAID

Medicaid is a federally aided, State-designed and administered
program authorized by title XIX of the Social Security Act. which
provides medical assistance for certain categories of low-income per-
sons who are aged, blind, disabled or members of families with de-
pendent children. Subject to Federal guidelines, States determine eli-
gibility and the scope of benefits to be provided.

(39)
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Both budgets project total Federal-State medicaid costs for fiscal
vear 1982 under present law to be $32.4 billion, of which the Federal
share 1s $18.2 billion. Of the Federal amount, $17.4 billion represents
payments for benefits, with the remaining 50.9 billion going for State
and local administrative costs. The represents an increase in total Fed-
eral outlayvs of 10.6 percent over fiscal year 19&1.

States maich Federal expenditures under medicaid. with total State
expenditures sccounting for approximately 44 percent of total pro-
gram costs, In fiscal year 1982, 1t is estimated that State medicaid costs
will be $14.2 billion, up from 128 Lillion in fiscal year 1981, This
represents a 10,9 percent increase in total State expenditures over
fi~cal year 1981,

MATERNAL AND CHILD HEALTH/CRIPPLED CHILDREN SERVICES

The Maternal and Child Health/Crippled Children Programs pro-
vide funds to enable each State to extend and improve services. espe-
cially in rural areas and areas of severe economie distress, for (1)
reducing infant mortality and otherwise promoting the health status
of mothers and children (MCH serviees). and (2) locating, diagnos-
ing, and treating children suffering from handicapping conditions
(CCS Services).

Both budgets meclude %409 million for the maternal and child
health -erippled children programs for fi~cal year 1952, Of the 1982
outlays, 8357 million i~ for grants to the States. the ~ame as the fiscal
vear 1951 amount. The remainder ~upports re~carch and training re-
lated to maternal and child health, and the supplemental security
mcome-disabled children program newly transferred from title XV1
totitle V for purpos=es of administration.
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Chart 12

Health Programs: Major Proposed Legislative Changes

(dollars in billions)

Carter, 1981

Carter, 1982

Carter Proposals:

MEDICARE
Nursing cost differential (*)
Repeal provisions contained in recon- (*)

ciliation bill Public Law 96-499 and
Public Law 96-611

Voluntary hospital guidelines -$0.3
Civil money penalty
Health maintenance organizations

Outpatient psychiatric services
Other proposals (*)



MEDICAID AND MATERNAL
AND CHILD HEALTH

Use of certain wage information
in determining eligibility

Civil money penalty

Immediate recovery of medicaid
disallowances

Impact of AFDC changes

Repeal certain provisions in recon-

ciliation bill Public Law 96-499

Child Health Assurance Program
(CHAP)

(%)

(%)

*Less than $0.05 billion.



Chart 12—Continued

Health Programs: Major Proposed Legislative Changes

(dollars in billions)

Reagan, 1981 Reagan, 1982

Reagan Proposals:
MEDICARE

Nursing cost differential (*) -$02 ¢
Repeal certain provisions contained in (%) -0.2
Public Law 96-499 and Public Law
96-611
Civil money penalty (+)
Repeal temporary delay in Periodic +$0.5 -0.5

Interim Payments (PIP)
Eliminate utilization review requirements (*) —-0.06



MEDICAID AND MATERNAL
AND CHILD HEALTH
CAP on Medicaid

Immediate recovery of Medicaid
disallowances

Automated eligibility systems

Repeal Title V, include in health
services block grant

Repeal provision in Title XI mandating
professional standards review
organizations

-0.1
-0.1

-0.9

*

*Less than $0.05 billion.



Chart 12
Carter Budget

MEDICARE

The Carter administration submitted six major legislative proposals
which would on an aggregate hasis reduce medicare outlays. The first
proposal would eliminate the routine nursing salary cost differential
m determining medicare reimbursement except in cases where evi-
dence supports its use. The estimated savings for FY 1982 are $250
million. .\ similar proposal was agreed to by this committee last year.
The difference was that our proposal would have continued the differ-
ential for a specified period of time so that GAO could study the ap-
propriateness of continuing the reimbursement differential.

The second proposal would repeal the following provisions of Pub-
lic Law 96-499: removal of 100-visit home health limits; occupational
therapy as qualifying =ervice: alcohol detoxification services: dental
services: outpatient rehabilitation facilities coverage: outpatient
physical therapy services; open enrollment and buy-in. Also targeted
for repeal is the provision in Public Law 96-611 which provides reim-
bursement for pneumococcal vaceinations. The estimated savings for
FY 1982 are $214 million.

The third proposal is actually an assumption that voluntary hos-
pital cost containment activities will rezult in substantial savings to
the trust fund. The Carter budget assumes a savings of £050 million in
FY 1982 as a result of these voluntary efforts.

The Carter budget also proposes to authorize the Secretary to assess
a civil monetary penalty against perzons found to have filed fraudulent
claims against medicare. Savings in FY 1982 are estimated at $9
million.

The fifth and sixth proposals are spending items. The first would
alter the method of reimbursement for IIMO's and increase medicare
expenditures in FY 1982 by £20 million. The second would increase
the rate of medicare program payment for outpatient psychiatric serv-
ices from 50 percent to 80 percent of reasonable charges, and increase
the maximum amount payable in a calendar year from $230 to $750.
The estimated FY 1982 cost 1s $20 million.

MEDICAID

The Carter budget proposes to permit the Secretary to release social
security wage information to States for use in determining medicaid
(67)
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eligibility, and permit State unemployment agencies to release wage
information to the State medicaid agencies. This wage information
is currently made available for determination of eligibility for both
the AFDC program and the child support program. The savings are
estimated to be $14 million in FY 1952,

The Carter budget also proposes to authorize the Secretary to assess
a civil monetary penalty against persons found to have filed fraudulent
claims against medicaid. Savings in FY 1982 are estimated at $14.3
million,

The third proposal would permit the collection of State medicaid
dizallowances by the Secretary prior to the completion of the appeals
process. Estimated ravings in FY 1951 are %25 million, in FY 1932,
%100 million.

While the committee agreed to a similar proposal last year, a less
restrictive provision was subsequently aceepted as a part of Public
Law 96-499, the Budget Reconciliation Aet. That provision differed
i that the State was allowed to retain the amounts disallowed until
the completion”of the appeals process. If upon conclusion of all ap-
peals, the determination upholds the Secretary’s dizallowance, the
State n:ust return the Federal pavments to the Secretary with interest.

The Impact of AFDC Changes item included in the Carter budget
ssumes savings as a result of the reduction in inappropriate payments
for medicaid by revisions to the welfare eligibility requirements. The
FY 1932 savings are estimated to be $18 million.

The repeal of the spending provisions contained in the Budget
Reconciliation Act, Public Law 96-499, discussed under the medicare
section, also results in savings to the medicaid progr~m. In FY 1981
the savings are estimated to be $6 million, in FY 198 *, #14 million.

The Carter budget also contains two proposals which would expand
the medicaid program. The Child Health Assurance Program
(CHAP), which was introduced in the 95th Congress and again in the
95th, proposes to expand and improve the early and periodic screen-
ing, diagnosis, and treatment (EPSDT) program under medicaid.
The House passed a form of CHAP last year: however, a less expen-
sive Finance Committee reported version was not scheduled for floor
action in the Senate. The Carter proposal assumes an etfective date for
CHAP in the last quarter of 1982 at a cost of $50 million. The
estimated FY 1983 cost i1s $374 million.

The Carter budget also contains a proposal to provide chronically
mentally ill persons, who are medicaid eligible, with case-management
assistance to secure appropriate community based services. In addi-
tion, the budget proposes to guarantee Federal matching for medicaid
benefits. for up to six months, for the presumptively disabled. The cost
of these two provisions is estimated at $20 million in FY 1982.
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Reagan Budget

MEDICARE

At the time of publication limited information was available on
he administration’s major legislative proposals which would reduce

‘nedicare outlays. The first three proposals are the same as those con-
ained in the Carter administration budget proposal previously
‘lescribed.

The fourth proposal would repeal the temporary delay in the peri-
adic interim payment, a provision which was included in PL 96-499.
‘This results in an increase in FY 1981 outlays of approximately $500
million and savings of $522 million in FY 1982.

Details on the remaining provision were not available,

MEDICAID

The Reagan administration proposes to limit Federal financial par-
ticipation in medicaid to a level of $100 million below the spending
level for the current fiscal vear. It would allow a 5-percent increase in
FY 1982 and adjust the limit on Federal participation in subsequent
years by an inflation factor. The proposal would also provide for more
State flexibility in administering the program. It is described as an
interim program to be replaced by comprehensive medicaid reform.

Details on the proposals related to immediate recovery of medicaid
disallowances and automated eligibility systems were not available.

MATERNAL AND CHILD HEALTH

The Reagan administration proposes to further limit Federal ex-
penditures by consolidating a number of categorical health service,
planning, and social service programs, including maternal and child
health, into block grants to the States at a 25 percent reduction from
current spending levels. Further details on the proposal were not
available. While the appropriation level is within the jurisdiction of
the appropriations committee repeat +ill of the program will require
Finance Committee action.

PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

The “Social Security Amendments of 1972 provided for the estab-
lishment of Professional Standards Review Organizations (PSRO’s)
throughout the country which are charged with the comprehensive
and ongoing review of services provided under medicare, medicaid,
and the maternal and child health programs. PSRO’s determine, for
purposes of reimbursement under these programs, whether services -
are: (1) medically necessary; (2) provided in accordance with pro-
fessional standards; and (3) in the case of institutional services, ren-
dered in the appropriate setting.

PSRO’s are formed by organizations representing substantial num-
bers of practicing physicians in 194 geographic arcas nationwide.
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There are currently 47 fully designated and 140 conditionally desig-
nated ’SROs in operation.

The adniinistration budget proposes a phase-out of the PSRO pro-
gram over the FY 8§1-83 period. As with the Maternal and Child
Health Program Repeal. Finance Committee action will ba required
to terminate the PSRO program.

OTHER BUDGET SAVING OPTIONS

Tha following is a list of additional hudget saving opportunities
that the committee may wish to consider, The items listed are divided
into two categories: tho-e approved by the committee during the 96th
Congress, and additional items the committee may wish to consider.
Thesz items could be used to supplement or supplant the administra-
tion’s proposed FY 1982 reductions.

Estimated savings

Committee approved provisions: in FY 82 (in millions)
Payments to promote closing and conversion of under-

utilized facilities...................... ... $2
Criteria for determining rcasonable charge for physician

SBIVICES oo $13
Limitation on reasonable cost and reasonable charges

for outpatient services.................................. $26

Freedom of choice provision under medicaid.................. $227

Additional savings provisions:
Medicare:

Increase part B decuctible from $60 to $75............ $210

$60to $100..... ... $530
Index part B deductible to reflect increases in

program CostS. ... NA
Require Part B deductible to be satisfied on an

annual basis.................... .. $55
Maintain part B premium at constant proportion

of program costs (Revenue increase)........ ....... $190
Require coinsurance for home health visits under

parts Aand B.................. . $230
Require coinsurance for home health visits under

part B only.......... oo, $67
Mandate coordination cf medicare benefits with pri-

vatc health insurance coverage............................ $170

Medicaid:

Eliminate the 509% Federal minimum matching

£ | (- OSSR $700
Delete statutory requirements specifying State pay-

ment of ‘‘reasonable costs'’ to hospitals.............. $250
Permit States to require a nominal co-payment on

patient initiated services..............oooieiiiii. NA

Allow States to require and collect a family supple-

mentation for patients in nursing homes. Amounts

. would be shared between Federal and State gov-
ernments based on Federal matching rates.......... NA
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Estimated savings
lax revenue proposals: in FY 82 (in millions)
Limit tax deduction for employer-paid health insurance
contributions to $120 per month for family coverage.. $1, 900
Repeal current ‘temized deductions of up to $150 for

health insurance premiums..................................... $400
Increase threshcld for medical expense deductions
from 39% of adjusted gross income to 10%.............. $2, 200

NA—Not available.
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Chart 13

(dollars in billions)

FY 1981 FY 1982

Revenue sharing
Present law $4.6 $4.6

Interest”

(Committee decisions 80.4 89.2
on deficit and debt
limit determine
estimate)

*Figures for interest on the public debt are based

on projections in the Carter administration budget
for FY 1982.



Chart 13

Revenue Sharing; Interest on the Public Debt
GENERAL REVENUE SHARING

General revenue sharing has become a central part of the Federal
Government’s efforts to assist State and local governments. In 1980,
Congress approved legizlation to extend this program through Sep-
tember 30, 1953, Under this program, provision has been made for
outlays in each of the fiscal years 1981, 1982, and 1983 of $4.6 billion.
This amount is distributed to local governments, and represents a
reduction of ¥2.3 billion from the level of funding during the pre-
vious entitlement period. The reduction is the result of the elimina-
tion of the States from the program on an entitlement basis. Since the
inception of this program, total payments of $36 billion have been
made to both local and State governments, covering calendar years
1972 through 1980 and ending with the September 1980 payment.

In extending general revenue sharing through 1983 Congress au-
thorized payments to State governments in fiscal year 1982 and fiscal
vear 1983 only if Congress appropriated funds for such payments. In
addition, such payments would be contingent on the recipient State
government forgoing or returning to the Treasury an equivalent
dollar amount in other Federal categorical grant funds. Any State
that elected to make this trade-off would be limited to the amount of
revenue sharing funds for which it would be eligible under the exist-
ing formula for distributing general revenue sharing funds to State
governments. The Reagan administration has not indicated whether
it will request an appropriation for a State share in fiscal year 1982.

INTEREST ON THE PUBLIC DEBT

Budget outlays for interest on the public debt are estimated in the
Carter administration budget for fiscal year 1982 to rise from $94.1
billion in fiscal year 1981 to a level of $106.5 billion in fiscal year
1982. These projected increases result from the financing of budget
deficits from each of these vears and from Federal borrowing to
finance off-budget Federal entities. In addition, net outlays for interest
on the public debt, as identified in chart 13, reflect offsetting payments
to Federal trust funds. The net outlays for interest on the public debt
amount to $80.4 billion in FY 1981 and $89.2 billion in FY 1982. When
the committee has completed its decisions on revenues, expend-

(73)
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ditures, and the budget deficits, the appropriate interest figures can be
calculated.

It should be noted that the budget assumes that interest rates will
decline as the rate of inflation falls. The interest outlay estimate there-
fore assumes that the 91-day bill rate will decline gradually from
14.5 percent, the prevailing rate at the time the estimates were made,
to an average of about 13.5 percent in calendar year 1981 and 11 per-
cent in calendar year 1982. The Reagan administration has not sub-
mitted an estimate of the interest on the public debt for fiscal year
1981 or 1982, However. the President’s program for economic recovery
assumes that the 91-day bill rate will decline to an average of about
11.1 percent in calendar year 1981 and 8.9 percent in calendar year
1982, These assumptions could mean lower outlays for interest on the
public debt than those projected in the Carter administration budget.



Individual
Income tax

Corporation
Income tax

Social insurance
taxes

Excise taxes

Estate and
gift taxes

Customs duties
Other revenues

TOTAL

Chart 14

Revenues: Present Law

(dollars in billions)

FY 1981 FY 1982

Carter Reagan Carter Reagan
budget budget budget budget

$284.5 $284.0 $334.5 $334.4

66.8 66.9 73.3 70.0
184.8 186.4 214.2 214.1
40.6 43.4 53.5 53.5
6.9 6.9 7.7 7.6
7.4 7.4 7.8 7.8
14.0 13.8 15.5 14.2

605.0 608.8 706.5 701.6

9L



Chart 14
Revenues: Present Law

Federal revenues are in large part composed of receipts from income
and payroll taxes. The Carter budget. estimates that in fiscal year 1981,
theze revenues will yield a total of $605.0 billion under present law.
The Reagan budget estimates these revenues for the same period at
$608.8 billion. For fiscal year 1952, the Carter budget projects a reve-
nue yield of $706.5 billion under present law. The Reagan budget esti-
mates revenues of 3701.6 billion for fiscal year 1982.

Under the Reagan administration projections, income taxes paid by
individuals would amount to $334.4 billion for fiscal year 1982. Reve-
nues from this ~ource would account for the largest single source of
Federal vevenues, representing 47 percent of total Federal revenues.

Income taxes paid by corporations would provide £70.0 billion for
fiscal year 1982.

Social insurance taxes and contributions, composed of social security
and other payroll taxes, unemployment insurance taxes and deposits,
Federal employee retirement contributions, and premium payments
for supplementary medical insurance are estimated by the Reagan
administration to total $214.1 billion. Receipts from these sources
would account for approximately 30 percent of total Federal revenue.

Excise taxes imposed on selected commodities, services, and activi-
ties including crude oil production would provide $53.5 billion during
fiscal year 1982.

Estate and gift taxes imposed on the value of property held at death
and inter vivos transfers of property would amount to $7.6 billion.

Customs duties, levied on imports would provide $7.8 billion.

The Reagan administration estimates that other taxes and miscel-
laneous receipts would total $14.2 billion.

(77)



Chart 15
REVENUES: PROPOSED LEGISLATION

(dollars in billions)

FY 1981 FY 1982

Reagan administration proposals:

Individual income tax rate reduction -6.4 442 3
Accelerated cost recovery for business assets -2.5 -9.7
Airport and airway user taxes +0.2 +1.9
Inland waterway user taxes 0 +0.2
Taxation of Federal employee injury compensation (*) +0.1
Railroad retirement payroll taxes 0 +0.3

Total -86 -bl4




Carter administration proposals:
Social Security tax credit
Revised depreciation allowance
Other tax reductions
Motor fuels and highway use taxes
Withholding on interest and dividends
Foreign tax credit
Airport and airway taxes
Other tax increases

Total

*$50 millionor less.

0 -8.5
-29 -9.0
-0.2 -0.7
+3.5 +14.6

0 +3.9
+14 +0.5
+0.2 +1.4
+0.4 +3.2
+2.4 +5.3

6.



Chart 15
Revenue: Proposed Legislation

REAGAN ADMINISTRATION PROFOSALS

The Reagan administration has proposed substantial income tax
reductions which will have their initial impact during fiscal years
1981 and 1982.

Rate reductions for individuals.—The proposed tax cut includes a
reduction in individual income tax rate schedules by approximately 30
percent to be phased in over a period commencing on July 1, 1981 and
ending in calendar year 1984. Compared with present law, individual
tax rates will be reduced by 5 percent during calendar year 1981, Tax
rates will be reduced by an additional 10 percent in calendar years 1982
and 1983. Tax rates will be reduced by an additional 5 percent in 1984.

These reductions in individual tax rates are estimated by the admin-
istration to reduce Federal revenues by $6.4 billion in fiscal yvear 1981
and by £414.2 billion i1n fiseal vear 1982,

Aceelerated cost rvecorery gystem.—The second prineipal provision
in the administration’s tax proposal is a system which permits busi-
ness taxpayers to recover the cost of certain investments on an accel-
erated basis, in lieu of the historical cost depreciation based upon
actual deterioration or obsolescence.

The propo-al would create three mandatory classes of tangible per-
sonal property on which taxpayers would be entitled to rapid cost
recovery over periods of 3.5, and 10 years, depending upon the nature
and use of such property. Although certain owner-occupied struc-
tures would alzo be entitled to accelerated cost recovery oves 10 years,
depreciable real property would in general be subject to straight-line
cost recovery over periods of 135 or 18 years. Al ditionally. the avail-
ability of the investment tax credit would be expanded.

These provisions would be phased-in commencing on January 1,
1981 with all provisions fully effective by January 1, 1985.

The accelerated cost reccvery svstem is estimated by the admin-
istration to reduce revenues by $2.5 billion in fiscal year 1981 and $9.7
billion in ficcal vear 1982,

Other administration proposals.—The administration has indicated
additional areas in which it will propose legislation affecting Federal
revenue receipts in fiscal years 1981 and 1982.

(1) Airport and airway uscr toes—The administration has pro-
posed the following excise taxes beainning July 1, 1981; an increase
in the air passenger ticket tax from 5 percent to 9 percent of the ticket
price, a 5 percent freight waybill tax, a 20 percent tax on aviation fuels

(81)
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used by noncommercial aviation. and other unspecified miscellaneous
taxes. These increases in aviation taxes are estimated to increase Fed-
eral revenues by %200 million in fiscal year 1981 and by $1.9 billion in
fiscal vear 1982,

(2) Indand wateriray user tarcs.—The administration has proposed
increases in the tax on fuel used in inland waterway commercial barge
operations. These tax increases would become effective on July 1, 1981
and would increase Federal revenues by $200 million in fiscal year
1982,

(3) Taration of Federal cmployee injury compensation—The
administration has proposed to make the entire amount of benefits
received under the Federal employee injury program subject to Fed-
cral income tax. This proposal is estimated to increase receipts by
$18 million in fiscal yvear 1981 and £0.1 billion in fiscal year 1982,

(4) Railroad Retirement Program.—The administration has pro-
posed an increase in railrcad retirement payroll taxes which is esti-
mated to raise Federal revenues by $300 million in fiscal year 1982.

(5) Bluck lung disability trust fund.—The Black Lung Disability
Trust Fund was established to provide benefits to persons medically
disabled by black lung disease. It was intended to be financed by a coal
production excise tax. Currently, the benefits are paid from general
revenues through repayable advances to the trust fund. There is, how-
ever, little prospect of repayvment. The administration has proposed
to restrict benefit entitlements to those who are truly disabled by black
lung discase and to ensure the program is financed by a reasonable levy
on the coal industry. Specific details have not been announced. The
Finance Committee would have jurisdiction over any proposal to
change the amount of the coal production {ax.

(6) Federdl highway programs.—The administration has proposed
an extension of the highway trust fund taxes scheduled to expire
September 30, 1984, This cextension would have no effect on Federal
revenues in fiscal year 1982,

(7) Other uscr fres.—The administration has proposed the imposi-
tion of fees beginning in 1982, to cover the cost of direct and indirect
services provided by the U.S. Coast Guard to recreational boat owners
and the maritime industry. The administration has also proposed an
increase in fees paid by users of deepwater ports. For budget purposes,
the administration has classified these fees as proprietary veceipts
and have offset them against outlavs in the transportation and natural
resources and environment functions.

CARTER ADMINISTRATION PROPOSALS

‘The Carter administration budget for fiscal year 1982 included sev-
cral provisions to reduce certain taxes, and others which would impose
additional taxes.
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The tax reduction proposals included: a simplified and liberalized
form of depreciation for business assets; a partially refundable in-
vestment tax credit; an income tax credit for social security taxes
paid, refundable to State and local governments, nonprofit organiza-
tions and businesses with no tax liability ; an expansion of the earned
income tax credit from 109z to 12¢¢, and a tax deduction to offset part
of the tax liability incurred by families with two wage carners.

The proposals were estimated to reduce Federal revenues by $3.1
billion in fiscal year 1981 and by $18.2 billion in fiscal year 1932

The tax increases included a 10 cent per gallon increase in the es-
cisa tax on gasoline and diesel fuels and reinstatement of the airport
and airway trust fund taxes in modified form. The Carter budget also
included provisions to withhold taxes on interest and dividends at a
rate of 159¢, to limit the foreign tax credit for foreign taxes on in-
come from oil and gas extraction; tc restrict tax-exempt financing for
certain private purpose activitie: . to impo=e the employer social secur-
ity tax on tips carned by their emplovees: and to withhold tax at a rate
of 1095 on compensation received by independent contractors.

These proposals, together with others, were estimated to increase
Federal receipts by $35.5 billion in fiscal year 1981 and by $23.6 billion
in fiscal year 1982,

Thus, the tax proposals contained in the Carter budget would 1in-
crease Federal revenues by $2.5 billion in fiscal year 1981 and by $5.3
billion in fiscal year 1982.

OTHER PROPOSALS

Both the Reagan administration and several members of the com-
mittee have indicated interest in a variety of additional tax proposals.
These include indexation of individual tax rates and other statu-
tory fixed dollar limitations in the tax laws, redress of the so-called
“marriage penalty,” expansion of the availability of the charitable
deduction, tax relief for Americans working overseas, a tuition tax
credit, additional incentives for savings through expanding the avail-
ability of Individual Retirement Accounts and similar tax-deferred
accounts, 2nd relief from the estate and gift tax.

The committee may also wish to consider extending the targeted jobs
credit which expires at the end of 1981 and the $200 exclusion of
interest and dividends for individuals which expires at the end of
1982.

In the last Congress, the Finance Committee recommended and the
Senate approved legislation which would have deferred certain Fed-
eral unemployment tax increases which otherwise go into effect to re-
coup outstanding State loans. The proposal passed last year (but not
enacted) would have reduced revenues by $0.1 billion in fiscal year
1982 rising to $0.9 billion by fiscal year 1985.
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Several ongoing simplification projects will likely result in proposed
legislation, including reform of Subchapter S governing electing small
business corporations.

A numbver of targeted tax credits and other incentives for research
and development, investment in urban areas, private sector job crea-
tion, energy conservation. and expansion of the availability of the
investment tax credit have been proposed.

The committee may also consider a variety of other proposals affect-
ing individual and corporate taxation.

Allowance for minor income tax and tariff bills.—The budget resolu-
tions set an overall floor on revenues, and this floor is, after the second
resolution, enforceable by points of order. While this procedure is
intended to provide budgetary control over major revenue changes, it
also applies to bills which have only a very minor revenue impact but
may be important for other reasons such as tarifl bills or bills designed
to correct inequities in the treatment of taxpayers.

In order to avoid unduly restricting the flexibility of the Senate to
consider such measures, the coinmittee has in the past recommended
that an allowance of $0.1 billion for minor tax and tariff legislation be
incorporated into whatever revenue levels are established in the Ludget
resolution.



Chart 16

Tax Expenditures: Present Law

(dollars in billions)

FY 1981 FY 1982

Commerce and housing $98.2 $115.1
credit

Income security 51.8 59.7

General purpose fiscal 25.3 31.0
assistance

Education, training, 14.7 17.0
employment, and
social services

Health .19.9 23.2
Energy 6.6 7.3
International affairs 27 - 3.0

Other tax expenditures 7.6 8.2



Chart 16

Tax Expenditures: Present Law

The concept of tax expenditures was developed in order to compare
the Federal Government's total contribution to various deductions.
deferrals, and credits in the tax structure. With this information, con-
sideration of the budget may ultimately involve examination of both
direct and tax expenditures as alternate means of providing incentives.

The chart presents a summary of tax expenditures by budget func-
tional category and estimates of their revenue effects. The table con-
taining the estimates presented by the Carter administration as a
special analysis in the 1982 budget is reproduced in appendix C.

The Budget \Act defines a tax expenditure as the revenue loss arising
from special exemptions, exclusions, or deductions from gross income,
a special credit, a preferential rate of tax, or a deferral of tax. In
general, the concept is intended to identify provisions in the tax law
which cither encourage certain behavior or compensate for specific
hardship. The term appiies to selective, rather than general, tax
deductions.

This definition of “tax expenditure”™ is imprecise. The imprecision in
definition, as well as a possible implication that the Government owns
all income, has resulted in substantial controversy. Because of the
difficulty of achieving precizion. the stafl approach has been to be as
comprehensive as is reasonable in deciding whether a provision should
be included as a tax expenditure item. .\ listing of a provision as a
“tax expenditure” is not intended to imply approval or disapproval,
or judgment about the effectiveness, of any provision. .\ listing simply
reflects present law and, by implication, present public policy.

If the various tax expenditure figures in the two columns were
added. they would total $226.8 billion in fiscal year 1981 and $264.5
billion in fiscal year 1982. Ilowever. the separate items, even in func-
tional categories, should not be simply added because the revenue esti-
mates are made with the a~sumption that no other changes would be
made by the taxpayer if any one item were to be repealed. Some tax-
payers have the choice of using other tax expenditures, if they want to
reduce their tax liability. Other taxpayers would be required to pay
higher taxes, absent existence of a tax expenditure provision.

(87)
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Debt Limit

(dollars in billions)
(Carter administration projections)

Temporary debt limit through $985.0
Sent. 30, 1981

Reagan administration estimate of 987.4
debt subject to limit
Sept. 30, 1981

Plus:
Federal funds deficit for 66.7
FY 1982
Off-budget agency spending 16.7
financed by Treasury

Other financing -1.6
Equals:
Debt subject to limit 1,071.2

Sept. 30, 1982



Chart 17
Debt Limit

Under existing law, the debt limit is $985 billion until September 30,
1981. The temporary limit expires September 30, 1981, In the absence
of further legislation, the Jdebt ceiling would decline on that date to its
permanent level of $400 billion.

For fiscal year 1982 the Reagan administration assumes that the
debt subject to limit would reach ¥1,071.2 billion on September 30,
1982. Underlying these estimates are the legislative proposals and
economic assumptions set forth in the Economic Recovery Program
proposcd by President Reagan and in the budget revizions proposed by
the Reagan administration for fiscal year 1982,

The fiscal year 1982 needs as extimated by the Reagan administra-
tion include issue of debt by tue Federal Financing Bank under the
debt limit on behalf of various agency programs and several agen-
cies whose activities are not included in the budget totals. In gen-
eral, trust fund surpluses are invested in government securities and
therefore do not serve to reduce the debt subject to limit even though
they do reduce the unified budget deficit.

(89)



APPENDIX A

Committee on Finance 1980 Report to the Budget Committee With
Respect to Fiscal Year 1981




U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C., March }, 1980.
Hon. Epxuxp S. Muskie,
Chairman, Committee on the Budget,
U.8. Senate, Washington, D.C.

DEar MR, Crinairmax : This letter transmits the views and estimates
of the Committee on Finance on those aspects of the Federal budget
for fiscal year 1981 which fall within the Cominittee’s jurisdiction as
is required by section 301 (c) of the Congressional Budget Act of 1974,

FEconomic assumptions.—Many of the components which go to make
up the budget totals are highly susceptible to relatively slight changes
in economic conditions. The cconomic assumptions underlying the
budget are presented on page 31 of the President’s budget. For pur-
poses of the first concurrent resolution on the budget, the Finance
Committee accepted these assumptions.

While the President’s cconomic assumptions have been used as a
basis for estimating revenues, unemplovment compensation, social
security benefits and other programs under Finance Committee juris-
diction, we recognize that there are alternative economic assumptions
which might reasonably be supported. If the DBudget Committee
decides to adopt a different set of economic assumptions, an appro-
priate adjustment should be made in the revenue and outlays estimates.

TABLE 1.—FINANCE COMMITTEE RECOMMENDATIONS CON-
CERNING BUDGET AUTHORITY AND OUTLAYS UNDER COM-
MITTEE JURISDICTION: FISCAL 1981

[In billions of doliars)

Budget

Functional category authority Outlays

450 Community and regional development.. 0.1 0.1
550 Education, training, employment, and

socialservices.......................... 3.9 3.8

New legislation....................... +.5 +.5

500 Health............ ... .o ... 61.5 54.3

New legislation....................... +.4 -3

600 Incomesecurity......................... 168.5 173.9

New legislation......... [ +.8 +.5

850 General purpose fiscal assistance....... 2 1.9

New legislation....................... +7.9 +6.1

900 Interest............... L. 80.1 80.1
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Expendituie progroms.—The Committee on Finance has jurisdie-
tion over a variety of programs which involve expenditures. These
include such inconw maintenance programs as social =ecurity. supple-
mental security income. unemplovinent compen-ation, and welfare
programs for families. Health programs under Finance Connnittee
jurisdiction include Medicare. Medicaid, and maternal and child
health, as well as national health in-urance propo-als. Other pro-
grams, within the Committee’s juri-diction which involve expenditure
of Federal fundz melude social serviees and revenue =haringe, Interest
on the public debt. which on a gros=s Lasis will account for ~ome 579
billion in Federal outlays during the coming fiscal yvear. al-o fulls
under the jurisdiction of the Committee on Finance.

The Committee on Finance has reviewed cach of the expenditure
programs within it juri=diction and stimates that the mponnts shiown
in Tuble 1 should be allowed in the concurient Tndget 1e-olution for
these programs. Except in the Lealth funetion. the overall total is
consistent with that propo-ed by the President hut ne Committee
expeets that in many instances it may attempt to achieve that goal in
different programs or through proposals different from those indi-
cated in the President’s budget.

Education, trainwing. cmploymevt. and social screices—1In this cate-
gory, there are several programs under the juri=di-tion of the Com-
mittee on Finance including the general social ~ervices proeram under
title XX of the Social Security Act. the child welfare services pro-
gram, and the work incentive program (WIN) for employable recipi-
ents of aid to families with dependent ehildren, In developing its esti-
mates for this function the Committee Las taken into z2ecount the
requirements for providing adequate funding for these three programs.
The Committee notes that the pre-ent law funding level shown in the
table actually represents a deeline from the 1979 level sinee the title
XX program was increased to a %2.9 billion level for fi=cal 1979 but
would revert to 32.5 billion in and after fizcal 1930 in the absence of
further legislation. Legi<lation is now pending in conference which
could require the funding shown for new legislation in this category.

Hcalth.—The Committee on Finance has jurisdiction over the Medi-
care, Medicaid. and maternal and child health programs. The Com-
mittee recommends that the Congressional budget for fiscal year 1981
assume that net outlay reductions totalling $0.3 billion will be achieved
in this category. The President’s budget estimated gross savings of
some £1.1 billion and net savings of $0.8 billion in Finance C‘ommittee
health programs. The Committee velieves that its estimate represents
a more realistic assessment of the maximum that can be achieved in
this area. The Committee’s estimate is based on legislation already ap-
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proved by the Committee plus an allowance for further legislation it
may consider later this yvear.

Icome sccurity.—In the income security function of the budget,
the Committee on Finance has jurisdiction over the basie national so-
cial insurance and public assistance programs. The major programs in-
volved are old-age. survivors. and disability insurance, supplemental
security income for the aged. blind. and disabled. aid to families with
dependent children, and unemployment compen=ation. Under the re-
vised budget conventions adopted in 1978 the refundable aspects of tax
credits are now treated as expenditure items. As a result, the income
security category estimates now include the refundable part of the
carned income tax credit, The Committee recommendation for this
function indicates allowanece for legislative changes which would on a
net basis inerease outiays by $0.5 hillion. As with the health funetion.
the Committee’s estimate refleets hoth legislation already approved by
the Committee and an allowance for additional legislative actions
which mav be considered.

Gencral purpose fiscal assistance—This functica of the budget in-
cludes general revenue sharing, counterceyvelical and targeted revenue
sharing, and other items such as pavments to Puerto Rico of amounts
equal to certain tax collections. The countercyelical revenue sharing
program expired at the end of fiscal year 1978, and the genera! revenue
charing program will expire at the end of fiscal year 1950. The Presi-
dent’s budget has recommended a new targeted revenue sharing pro-
gram and an extension of the general revenue sharing program. The
Committee recommendation that £7.9 billion he atlowed for possible
new legislation in this budget function would be sufficient to accom-
modate the outlays resulting from such legislation.

Interest.—The interest function in the hudget includes interest on
the public debt. interest pavments on certain tax refunds, and certain
offsettina interest receipts. The Committee estimates that present law,
as madified by legislative proposals of President Carter not within this
Committee’s jurisdiction. will involve gross interest on the public debt
of £79.1 billion.

TABLE 2.—FISCAL YEAR 1981 FINANCE COMMITTEE REVENUE

RECOMMENDATIONS
Billions
Presentlaw. .. ... ... ... . ... ... ... ... ... .. ... $581.2
Allowance for legislation (net). ......................... 18.8

Present law and legislation................... ... 600.0
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Revenucs.—The different types of Federal revenues include individ-
ual and corporate income taxes, social insurance taxes, excise taxes,
estate and gift taxes, and customs duties. For purposes of this report,
all Federal receipts have been treated as revenues; those receipts in
the President’s budget which do not fall within the Finance Commit-
tee's jurisdiction have been accepted without change.

The President’s budget for fiscal year 1981 estimates total revenues
of $6u0 billion. The Committee on Finance recommends that this same
overall revenue tota} be adopted for purposes of the first concurrent
budget resolution. The Committee's estimate of $18.8 billion in reve-
nues under new legislation includes estimated net revenue impact of
+$17.3 billion under the conference agreement on H.R. 3919, the
Crude Oil Windfall Profit Tax Act of 1979, The conference agree-
ment on that legislation establishes Congressional intent as to the dis-
tribution of revenues generated by that tax under current or future
assumptions as to the price of oil. Except as provided in that confer-
ence agreements, the Committee recommends that, if revenues increase
above $600 billion as a result of changing economic conditions, any
such additional revenues be devoted to tax relief or to a reduction in
the deficit and not-be used for spending increases.

The revenue estimate of the Finance Committee includes an allow-
ance to cover minor tax and tariff legislation. The Committee notes
that setting a budget resolution revenue total at exactly the level of
expected revenues could result in an unfortunate procedural barrier to
the consideration of minor tax and tariff bills which have only negli-
gible revenue implications. While such bills have essentially no budg-
etary impact, they are technically inconsistent with the budget resolu-
tion (and after the second budget resolution may be subject to a point
of order). To deal with this situation, the Committee on Finance
strongly recommends that the revenue total in the budget resolution
be set at a level $0.1 billion below the level of revenues otherwise
anticipated.

The Committee also wishes to note that it does not have any plans
to consider proposals to tax social security benefits.

Budget dcficit.—Table 3 shows the overall budgetary impact of the
recommendations of the Committee on Finance concerning the fiscal
year 1981 Congressional budget resolution.

Public debt limit.—The permanent debt limit under existin-- law is
$400 billion. In addition, there is a temporary debt limit in effect
which brings the overall limit to $879 billion. This temporary limit
expires on May 31, 1980, and in the absence of further legislation the
debt ceiling would decline to the $100 billion permanent level. The
projected deficit for fiscal year 1980 will increase the debt subject



97

TABLE 3.—BUDGETARY IMPACT OF FINANCE COMMITTEE
RECOMMENDATIONS

[In billions of doliars]

Revenues Outlays Deficit

Presentlaw!. ... ... ... ... ... .. ... 581 610 ........ ..

President’'s budget. ... .. ... ... ... 600 616 16
Finance Committee recommenca-

tions. ... ... .. ... 600 616 16

! For purposes of this table, ‘present law’’ outlay totels include proposed legisla-
tion in the President's budget waich is not witain the jurisdiction of the Committee
on Finance.

to limit to a level of 50534 billion on the ba=is of the President’s budact.
The Dudget Committee may find it necesyary to adjust the debt limit
estimates to take account of any other appropriate adjustments to
the estimates in the budget for programs not within the jurisdiction
of the Committee on Finance.

TABLE 4.—PUBLIC DEBT LIMIT ESTIMATES IN PRESIDENT'S

BUDGET
Billions
Deb})lsubject to limit as of Sept. 30, 1980............... $887
us:
Federal funds deficit for fiscal year 1980. .. ... 46
Off-budget agency spending financed by Treas-
ury and other financing...................... 1
Equals: Debt subject to limit as of Sept. 30, 1981.. 934

Tax cxpenditures.—The Congressional Budget Act of 1974 defines
“tax expenditures” as “revenue losses attributable to provisions of the
Federal tax laws which allow a special exclusion, exemption, or deduc-
tion from gross income or which provide a special credit, a preferential
rate of tax, or a deferral of tax liability.” In the Committee’s view, the
question of whether a given revenue provision represents a special or
a normal application of tax policy is one which in many instances can-
not be objectively resolved. For this reason, the Committee feels that
the only way in which it can comply with the Budget Act’s requirement
that it present its estimates with respect to tax expenditures is by list-
ing all items which have been so designated in thé President’s budget.
In doing so, however, the Committee does not either endorse or reject

73-281 0 - 81 - 8
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the contention that any or all of these items designated as tax expendi-
tures represent a departure from normal tax policy.

For the reason stated above, the Finance Committee simply trans-
mits as its report the tax expenditure listing included in Speeial Anal-
ysis (z of the President’s budget.

Five-ycar budgctary outlook.—The magnitude and timing of sav-
ings or expenditures which may result from changes in the law to be
recommended by the Committee during the upcoming session of the
Congress will depend heavily on the exact nature of cach specific legis-
lative change. This result is arrived at only after the entire process of
substantive consideration by the Committee and the Congress. More-
over, the budgetary estimates presented in this letter are net amounts
which the Committee may ultimately achieve through a combination
of legislative changes involving both increased costs in some cases and
cost reductions in others. For example. in both the health and income
security categories there are a number of proposals which the Com-
mittee may be asked to conszider for program changes which would
involve increased costs.

Similarly, the revenue goal for the coming fiscal vear is a net figure
whoso detailed composition and future yvear impact can be determined
only after the Committee has completed the legislative consideration of
various competing proposals. Tn future vears as in past vears. it may
bo anticipated that revenue goals will he established which vary from
vear to year depending upon the changing cconomic needs and condi-
tions of the country.

The Committee recognizes that the Congressional Budget Act re-
quires the Budget Committees to undertake an analysis of the five-year
budgetary outlook and include projections in their reports on the
budget resolution. This is a useful and appropriate element in Congres-
sional consideration of broad budgetarv perspectives. However. for the
reasons cited above. the Committee believes that an attempt by sub-
stantivo committees to provide detailed projections of the likely impact
of legislative changes on future fiscal years would be a highly «pecula-
tive exercise 1f done prior to actual legislative consideration. The Com-
mittee does recognize the importance of future year budgetary impact
projections and believes that the Budget Act and the Standing Rules
of the Senate properly impose on substantive committees the obliga-
tion to make such projections when they have completed legislative
consideration and are reporting a measure to the Senate.

To assist the Budget Committee in carrying out its responsibilities
for long-range projections, I am enclosing a copy of Finance Commit-
tee Print 96-31 which includes present law projections of certain trust
fund programs (see pages 18 and 52). Present law revenue projections
appear in the President’s budget on pages 61 and 71.
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The Finance Committee staff is available to answer any additional
questions you may have on these estimates,
With every good wish. T am
Sincerely,
Russern B. Loxe, Chairman.
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APPENDIX B

Excerpt From Public Law 93-314—The Congressional Budget and
Impoundment Control Act of 1974
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b. w 93-344 - 10 - uly 12, 1974
88 STAT, 306 Pu La 9 J Yy ’
TITLE HI—CONGRESSIONAL BUDGET PROCESS
TIMETABLE
31 USC 1321, Sec. 300. The timetable with respect to the congressional budget
process for any fiscal year is as follows:
On or before: Action to be cumpleted :
November 10. o oo President submits current services budget.
15th day after Congress meels_ .  Prexident submits his budget.
March 15 o Comsmitiees and joint committees submit
reports to Budget Committees.
Aprid 1. oo Congressional Budget Office subuiits report to
Budget Committees.
Aprit 38 - Budget Committees report first concurrent res-
olutivn on the budget to their Houses.
May 33 - - Committees report bills and resolutions author-
izing new bhudget suthority.
May 19 e Congress completes action on irst concurrent
reaolution un the budget.
7th day after labor Iay_.._._. Cungress completes action on bills and reslu-
tiuns providing new bLudget authority and
new spending authority.
September 13____________..__. Coungress completes action on second required
coucurreut resolution on the budget.
Reptember 25. . __._______.____ Congress completes action on reconciliation biil
or resolution, or both, jmplementing second
required concurrent resolution.
October 1. . . ______.____. Fiscal year begins.
ADOPTION OF FIRST CONCURRENT REMOLUTION
31 UsC 1322, Sec. 301, (a) AcrionN To Be Comrreien ny May 15.—On or before
May 15 of each year, the Congress shall complete action on the first
concurrent resolution on the budget for the hscal year beginning on
Contents, October 1 of such year. The concurrent resolution shall set forth—

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

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

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

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

(5) the apiro riate level of the public debt, and the amount. 1f
any, by which the statutory limit on the public debt should be
increased or decreased by bills and resolutions to be reported by
the appropriate committees; and

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

riate to carry out the purposes of this Act.
(b) AbnitioNaL MatrERs 1N CoNCURRENT Resorution.—The first
concurrent resolution on the budget may also require—
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(1) d:n procedur; t:lnder whili:‘l)n all or certain ‘li)jlls and msolut";onl
rovi new bu authority or providing new s i
futhorityg described E\u section 401’ (c) (2§(C) f(l:rg such ﬁng:ln yg
shall not be enrolled until the concurrent resolution required to be
reported under section 310(a) has been agreed to, and, if a recon-
ci{i):tion bill or reconciliation resolution, or both, are required to
be reported under section 310(c), until Congress has completed

action on that bill or resolution, or both ; and

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

Not later than the close of the Ninety-fifth Congress, the Corunittee
on the Budget of ~ach House shall report to it;%{ouse on the imple-
mentation o% procedures described in this subsection.

(c) Views anNp Estidates oFr Orner Coxmitrees.—On or before
March 15 of each year, cach standing ccmmittee of the House of
Representatives shall submit to the Comm ttee on the Budget of the
House, each standing committee of the Senate shall submit to the
Committee on the Budget of the Senate, an' the Joint Economic Com-
mittee and Joint Committee on Internal Revenue Taxation shall sub-
mit to the Committees on the Budget of bota Houses—

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

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

The Joint Economic Committee shall also submit to the Committees
on the Budget of both Houses, its recommendations as to the fiscal
policy appropriate to the goals of the Employment Act of 1946. Any
other comniittee of the House or Senate may submit to the Committee
on the Budget of its House, and any other joint committee of the
Congress may submit to the Committees on the Budget of both Houses,
its views and estimates with respect to all matters set forth in sub-
section (a) which relate to matters within its jurisdiction or functions.

(d) Hearings ANp REroRT.—In developing the first concurrent r -so-
lution on the budget referred to in subsection {a) for each fiscal year,
the Committee on the Budget of each House shall hold hearings and
shall receive testimony from Members of Congress and such appro-
priate representatives of Federal departments and agencies, the gen-
eral public, and national organizations as the committee deems
desirable. On or before April 15 of each year, the Committee on the
Bud]get of each House shall report to its House the first concurrent
resolution on the budget referred to in subsection (a) for the fiscal
year beginning on October 1 of such year. The report accompanying
such concurrent resolution shall include, but not be limited to—

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

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

Report to
Congress. e

Submittal to
oongressionmal
committees,

60 Stat, 23.
15 UsC 1021
note.

Concurrent
resolution,
development,

Report to
Congress.

Contents,
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31 isC 1323,

Subdivisions,

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

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

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

(6) projections, 1ot limited to the following, for the period of
five fiscal ycars beginning with such fiscal year of the estimated
levels of total budget outlays, total new budget outlays. total new
budget authority, the estimated revenues to be received, and the
estimated surplus or deficit, if any, for each fiscal year in such
period. and the estimated levels of tax expenditures (the tax
expenditures budget) by major functional categories;

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

(8) information, data, and comparisons indicating the manner
in which, and the basis on which, the committee determined each
of the matters set forth in the concurrent resolution, and the rela-
tionship of such matters to other budget categories.

MATTERR TO HE INCLUDZD IN JOINT STATEMENT OF MANAGERS;
REMORTR FY COMMITTEES

Sec. 302, (8) ArrocatioN or Torars.—The joint explanatory state-
ment accompanying a conference report on a concurrent resolution on
the budget shall include an estimated allocation, based upon such
concurrent resolution as recominended in such conference report. of
the appropriate levels of total budget outlays and total new budget
authority among each committee of the House of Representatives and
the Senate which has jurisdiction over bills and resolutions providing
such new budget authority.

(b) Rerorts BY CoMMITTEES.—AS 800N a8 practicable after a con-

current resolution on the budget is agreed to—

(1) the Committee on Appropriations of each House shall, after
consulting with the Committee on Appropriations of the other
House, (A) subdivide among its subcommittees the allocation of
budget outlays and new b\lsget authority allocated to it in the
joint explanatory statement accompanying the conference report
on such concurrent resolution, and (B) further subdivide the
amount with respect to each such subcommittee between con-
trollable amounts and all other amounts; and

(2) every other committee of the House and Senate to which
an allocation was made in such joint explanatory statement shall,
after consulting with the committee or committees of the other
House to which all or part of its allocation was made, (A) sub-
divide such allocation among its subcommittees or among pro-
5:m.s over which it has jurisdiction, and (B) further subdivide

amount with respect to each subcommittee or program between
controllable amounts and all other amounts.



106

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

88 STAT, 309

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

(¢) Sumsequent ConcunrenT ResoLuTioNs.—In the case of a concur-
rent resolution on the budget referred to in section 304 or 310, the
allocation under subsection (a) and the subdivisions under subsection
(b) shsll be required only to the extent necessary to take into account
rev_..ons made in the most recently agreed to concurrent resolution
on the budget.

FIRST CUNCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED REFORE
LEGISLATION IROVIDING NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, OR CHANGES IN REVENUEZS OR PUBLIC DEBT LIMIT I8 CON-
SIDERED

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

(1) new budget authority for a fiscal year;

(2) an increase or decrease in revenues to become eflective
during a fiscal year;

(3) an increase or decrease in the public debt limit to become
effective during a fiscal year; or

(4) new ;pendi authority described in section 401 (c)(2) (C)
to become effective during a fiscal year; '

until the first concurrent resolution on the budget for such year has
been agreed to pursuant to section 301.

(b) Exczrrions.—Subsection (a) does not apply to any bill or
resolution—

(1) providing new budget authority which first becomes avail-
able in a fiscal year following the fiscal year to which the con-
current resolution applies; or

(2) increasing or decreasing revenues which first become effec-
tive 1n a fiscal year following the fiscal year to which the con-
current resolution applies.

{c) WAIVER IN THE SENATE.—

(1) The committee of the Senate which reports any bill or res-
olution to which subsection (&) applies may at or after the tinwe it
re}{)orts such bill or resolution. report a resolution to the Senate

z‘ providing for the waiver of subsection (a) with respect to
such bill or resolution, and (13) stating the reasons why the

waiver is necessary. The resolution shall then be referred to the
Comnmniittee on the Budget of the Senate. That committee shall
report the resolution to the Senate within 10 days after the res-
olution is referred to it (not counting any day on which the
Senate is not in session) beginning with the day following the day
on which it is so referred, accompanied by that committee’s rvc-
ommendations and reasons for such recommendations with respect
to the resolution. If the committee does not report the resolution
within such 10-day period, it shall automatically be discharged
from further consideration of the resoluticn and the resolution
shall be placed on the calendar.

(2) During the considcration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by, the majority leader and minority leader or their
designe and the time on any debatable motion or appeal shall
be limited to twenty minutes, to be equally divided between, and
controlled by, the mover and the mansger of the resolution. In the
event the manager of the resolution is 1n favor of any such motion

Congressioml
committeos’
report of sube
divisions,
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Report to
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31 USC 1325.

31 UsC 1326,

Debate, time
limitation,

or appeal, the time in opposition thereto shall be coutrolled by the
minority leader or his designee. Such leaders, or either of them,
may, from the time under their control on the passage of such
resolution, sllot additional time to any Senator during the con-
sideration of any debatable motion or appesl. No amiendment to
the resolution is in order.

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

PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS OF THE BUDGET

Sec. 304. At any time after the first concurrent resolution on the
budget for a fiscal year has been agreed to pursuant to section 301, and
before the end of such fiscal year, the two Houses may adopt a con-
current resolution on the budget which revises the concurrent resolu-
tion on the budget for such fiscal year most recently agreed to.

PROVIBIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

Sec. 305. (a) Procentvre IN House or REFRESENTATIVES AFTER
Rerort or CoMMITTEE; DEBATE.—

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

reed to.

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

(3) Consideration of any concurrent resolution on the bud
by the House of Representatives shall be in the Committee of the
Whole, and the resolution shall be read for amendment under the
five-minute rule in accordance with the applicable provisions of
rule XXIII of the Rules of the House of Representatives. A fter
the Committee rises and reports the resolution back to the House,
the previous question shall be considered as ordered on the reso-
lution and any amendments thereto to final passage without inter-
vening motion; except that it shall be in order at any time prior
to final passage (notwithstanding any other rule or provision of
law) to adopt an amendment (or a series of amendments) chang-
ing any figure or figures in the resolution as so reported to the
extent necessary to achieve mathematical consistency.



108

July 12, 1974 - 15 - Pub. Law 93-344
88 STAT, 311

(4) Debate in the House of Representatives on the conference Davate, tims
report or any concurrent resolution on the budget shall be limited 1imitation,
to not more than 5 hours, which shall be divided equally between
the majority and minorif( parties. A motion further to limit
debate 18 not debatable. A n:otion to recommit the conference
report is not in order, and it is not in order to move to reconsider
the re:gte by which the conference report is agreed to or dis-
ag to.

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

(6) Appeals from the decisions of the Chair relating to the
application of the Rules of the House of Representatives to the
procedure relating to any concurrent resolution on the budget
shall be decided without debate.

(b) Proceoure IN SEnaTe Arter Rerorr or CouMmrrize; Desatr;
AMENDMENTS.—

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

(2) Debate in the Scnate on any amendment to a concurrent
resolution on the budget shall be limited to 2 hours, to be equally
divided between, and controlled by, the mover and the manager

- of the concurrent resolution, and debate on any amendment to an
amendment, debatable motion, or appeal shall be limited to 1 hour,
to be equally divided between, and controlled by, the mover and
the manager of the concurrent resolution, except that in the event
the manager of the concurrent resolution is in favor of any such
amendment, motion, or appeal, the time in opposition thereto
shall be controlled by the minority leader or his designee. No
amendment that is not germane to the provisions of such con-
current resolution shall received. Such leaders, or either of
them, may, from the time under their control on the passage of
the concurrent resolution, allot additional time to any Senator
during the consideration of any amendment, debatable motion,

or appeal.

(3§ A motion to further limit debate is not debatable. A
motion to recommit (except s motion to recommit with instruc-
tions to report back within a specified number of days, not to
exceed 3, not counting any day on which thie Senate is not in
session) 18 not in order. Debate on any such motion to recommit
shall be limited to 1 hour, to be equally divided between. and
controlled by, the mover and the manager of the concurrent
resolution.

(4) Notwithstanding any other rule, an amendment. or series
of amendments, to a concurrent resolution on the budget proposed
in the Senate shall always be in order if such amendmeut or series
of amendments proposes to change any figure or figures then con-
tained in guch concurrent resolution so as to make such concurrent
resolution mathematically consistent or so as to maintain such
consistency.- :
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(c) Acrion on CoNrzzeNce RerorTs 1N THE SENATR—

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

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

(3} Should the conference report be defeated, debate on any
roquest for a new conference and the appointinent of conferees
shall be limited to 1 hour, to be equally divided between, and
controlled by, the manager of the conference report and the
ninority {eader or his designee, and should any motion be niade
to instruct the conferees before the conferees are naned, debate
on such motion shall be limited te one-half hour, to be equally
divided Letween, and controlled by. the mover and the mauager
of the conference report. Debate on any amendment to any such
instructions shall be limited to 20 minutes, to be equally divided
Letween and controlled by the mover and the manager of the con-
ference report. In all cases when the manager of the conference
report is in favor of any motion. appeal, or amendiicut, the time
in oppasition shall be under the control of the minority ieader or
his designee.

(4) In any case in which there are amendments in disagree-
ment, time on each amendment shall be limited to 30 minutes, to
be equaliy divided between, and controlled by, the manager of the
conference report and the minority leader or his designee. No
amendment that is not gerinane to the provisions of such amend-
1acnts shall be receiv

(d) Requiren Action By Coxrexexce Commrree.—If, at the end of
v days (excluding Saturdays, Sundsys, and legal holidays) after the

tal to Congresss conferees of both Houses have been appointed to a committee of con-

ference on a concurrent resolution on the budget, the conferees are
unable to reach agreement with respect to all matters in disagrecment
between the two Houses, then the conferees shall submit to their
respective Houses, on the first day thereafter on which their House
is in session— .

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

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

(e) Concumrrent RrsoLuTion Must Be CoNsisTENT IN THE SEN-
ATE—It shall not be in order in the Senate to vote cn the question of
agreeing to—

l(ll) a concurrent resolution on the budget unless ths figures then
contained in such resolution are matheinatically consistent ; or

(2) a conference report on a concurrent resolution on the budget
unless the figures contained in such resolution, as recommended
in such conference report, are mathematically consistent.
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LEGISLATION DEALING WITH CONGRESSIONAL BUDGET MUST AR HANDLXD
B3Y BUDGET COMMI\TTEES

Sec. 306. No bill or resolution, and no amendment to any bill or a1 usc 1327,

resolution, dvaling with any matter which is within the jurisdiction
of the Committee on the Budﬁu of either House shall be considered
in that House unless it is a bill or resolution which has been reported
by the Comumittee on the Budget of that House (or from the considera-
tion of which such committee has been discharged) or unless it is an
amendment to such a bill or resolution.

HOUSK COMMITTEE ACTION UN ALL APPROPRIATION BILLS TO BE COMPLETED

BEFORR FIRST APPROPRIATION BILL 1§ REPORTED

Sec. 307. Prior to reporting the first regular appropriation bill for 31 usc 1328,
each fiscal year, the Committee on Appropriations of the House of
Representatives shall, to the extent practicable, complete subcommit-
tee markup and full committee action on all regular appropriation
bills for that year and submit to the House a summary report compar- Sumsary report,
ing the committee’s recommendations with the appropriate levels of sutmittal to
budget outlays and new budget autharity as set forth in the most House.
recently agreed to concurrent resolution on the budget for that year.

REPORTS, SUMMARIES, AND PROJECTIONS OF CONGRESSIONAL BUDGET
ACTIONS

Sro. 308. (a) Rerorts oN LeaisLaTion Provibine NEw LubceT 31 15¢ 1329,
AcTHoriTY oR Tax Exrenpirvkes.—Whenever a cominittee of either
House reports a bill or resolution to its House providing ne # budget
authority (other than continuing appropriations) or new cr increased
tax expenditures for & fiscal year, J\e report accompanying that bill Contents,
or resolution shall contain s statement. prepared after consultation
with the Director of the Congmsioml Budget Office, detailing—

(1) in the case of a bill or resolution providing new budget
authority—

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

(B) a projection for the period of 5 fiscal years begin-
ning with such fiscal year of budget outh{s‘ associated with
the budget authority provided in that bill or resolution, in
each fiscal year in such period ; and

(C) tke new budget authority, and budgec ouilays result-
infl refrom, providzd by that bill or cesolution for finan-
cial assistance to Siate and locs! gcvernments; and

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

(A) how the new or increased tax expeaditures provided in
that bill or resolution will affect the levels of tax expenditures
under existing law as set forth in the report weompmvinﬁ

the first qtfmcun'ent resolution on the bu fc:j- such
year, or, if a report accompanying a su ueny:graedto
concurrent resolution for suc{ year setb:e?orth such levels,

then as set forth in that report ; and

(B) s projection for the period of 5 fiscal years e, innilrl\lg
wi year of the tax expenditures which will result
from that bill or resolution in fiscal year in such period.
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Periodieo re-
ports.

Contents,

R.pol't.

31 USC 1330,

No projection shall be required for a fiscal year under pa:ag.i:h (1)
gB) or (2) (B) if the committee determines that l&x:uechon for that
year is impracticable and states in its report the reason for such

impracticability.

rb Ur-'m-gu'l TasuLaTiON or CoNukessionNaL Bupuer Acrions.—
The Director of the Congressional Budget Office shall issue periodic
reports detailing and tabulating the progress of congressional action
on bills and resolutions providing new budget authority and chans;mﬁ
revenues and the public debt limit for a fiscal year. Such reports sha
include, but are not limited to—

e(1) an up-to-date tabulation comparing the new budget author-
ity for such fiscal year in bills and resolutions on which Congress
has completed action and estimated outlays, associated with such
new bu authority, durinf such fiscal year to the new budget
suthority and estimated outlays set forth .n the most recently
agreed to concurrent resolution on the budget for such fiscal year
and the reports submitted uader sectior. 302;

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

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

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

(¢) Five-Year ProvermioN or CoNoressioNaL Buocer AcTioNn.—As
S00L a8 &uct.icable after the beginning of each fiscal year, the Director
of the Congressional Budget Office shall issue a report projecting for
the period of 5 fiscal years beginning with such fiscal year—

(1) total new budget authority and total budget outlays for
each fiscal year in such period;

'(2) revenues to be received and the major sources thereof, and
thed surplus or deficit, if any, for each fiscal year in such period;
an

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

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

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

(1) providing new b;igu authority for the fiscal year in-
ning on October 1 of year, other than supplemental, defi-
ciency, and oonunum% appropriation bills and resolutions, and
other than the reconciliation bill for such year, if required to be
reported under section 310(c); and

(2) providing new spending authority described in section 401
(c)(2) (C) which is to become effective during such fiscal year.
Paragraph (1) shall not apply to any bill or resolution if legislation
authorizing the enactment of new bu authority to be provided in
such bill or resolution has not been timely enacted.
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SECOND REQUIRED CONCURRENT RESOLUTION AND RECONCILIATION
PROCESS

Sec. 310. (a) Rerurring or CoNCURRENT REsoLuTioN.—The Com-
mittee on the Budget of each House shall report to its House a con-
current resolution on the budget which reaffirms or revises the
concurrent resolution on the budget most recently agreed to with
respect to the fiscal year beginning on October 1 of such year. Any such
concurrent resolution on the budget shall also, to the extent neces-
sary—

y (1) specify the total amount by which—

(A) new budget authority for such fiscal year;
(B) budget authority initially provided for prior fiscal
years; and
(C) new spending authority described in section $01(c) (2)
(C) which is to become effective during such fiscal year,
contained in laws, bills, and resolutions within the jurisdiction
of & committee, is to be changed and direct that committee to
determine and recommend changes to accomplish a change of
such total amount;

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

(3) s;fecify the amount by which the statutory limit on the
oublic debt 1s to be changed and direct the committees having
Jurisdiction to recommend such change; or

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

31 UsC 1331,

Any such concurrent resolution may be reported, and the report Pi1ing.

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

(b) CoxpLETION oF AcTION ON CONCURRENT REsoLUTION.—Not later
than September 15 of each year, the Congress shall complete action
on the concurrent resolution on the budget referred to in subsectizn
(a).

(¢) ReconciuiaTioN Process.—If & concurrent resolution is agreed
to in accordance with subsection (a) containing directions to one or
more committees to determine and recommend changes in laws, bills,
or resolutions, and—

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

(2) more than one committee of the House or the Senate is
directed to determine and recommend changes, each cuch com-
mittee so directed shall prom(s:ly make such determination and
recommendations, whether such changes are to be contained in a
reconciliation bill or reconciliation resolution, and submit such
recommendations to the Committee on the Budget of its House,
which upon receiving all such recommendations, shall report to
its House a reconciliation bill or reconciliation resolution, or both,
carrying out all such recommendations without any substantive
revision.
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Reecneiliation For purposes of this subsection, s reconciliation resolution is s con-

resolution.

Debate, time
limitation,

31 USC 1332,

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

(d) ComrreTioN OF RECONCILIATION Proczes.—Congress shall com-

action on any reconcilistion bill or reconciliation resolution

reported under subgection (¢) not later than September 25 of each
/ear.
? (e) P'uocgnunmmSmm—- b (2), the . .

(1) Except as proy) In paragrs ’ provisions o
section 300 for the consideration ur\‘su guuu of concurrent reso-
lutions on the budget and conference reports thereon shall also
apply to the consideration in the Senate of reconciliation bills and
reconciliation resolutions reported under subsection (c) and con-
furence reports thereon.

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

(f) Conurzss Max Nor Anvourn UntiL Action Is Comrizren.—It
shall not be in order in either the House of Representatives or the
Senate to consider any resolution providing for the adjournment sine
die of either House unless action has been completed on the concurrent
resolution on the budget required to be reported under subsection Sa)
for the fiscal year beginning on October 1 of such year, and, if &
reconciliation bill or resolution, or both, is mt&u‘md to be reported
under subsection (c) for such fiscal year, unless has com-
pleted action on that bill or resolution, or both.

NEBW BUDGET AUTHORITY, NEW SPENDING AUTHORITY AND REVENUR
LEGISLATION MUST BE WITHIN AFPPROPRIATE LEVELS

Src. 311, (a) Leuistation Sumiect 10 PoINT 0r OxDER.—A fter the
Congress has completed action on the concurrent resolution on the
budget required to be reported under section 310(a) for s fiscal year,
and, if a reconciliation bill or resolution, or both, for such fiacal year
are required to te reported under section 310(c), after that bill has
been enacted into law or that resolution has been agreed to, it ahall
not be in order in sither the House ¢f Representatives or the to
consider any bill, resolution, or amendment providing additional new
budget authority for such fiscal year, providing new spending suthor-
ity described in section 401(c)(2) gC) to become effective during such
fiscal year, or reducing revenues for such fiscal year, or any confer-
ence report on any bill or resolution, if—

{lo the enactment of such bill or resolution as reported;

2) the adoption and enactmnent of such amendment; or

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

mended in such conference report;

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

(b) DrrzmainaTion or OuTLAYs AND REVENURS.—For purposes of
subsection (a), the b outlays to be made durinﬁ;‘ﬁwd year and
revenues to be received during a fiscal year shall be determined on the
basis of estimates made by the Committes on the Budget of the House
of Representatives or the Senate, as the case may be.

73-281 0 - 81 - 9
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TITLE IV—ADDITIONAL PROVISIONS TO IMPROVE
FISCAL PROCEDURES

BILLS FROVIDING NEW BPENDINU AUTHORITY

88 STAT, 317

Szc. 401. (a) LmoisraTioNn Pmovipine ConNTRACT Or Bommowing 31 UsC 1351,
Avurnoriry.—It shall not ve in order in either the House of Represent-
atives or the Senate to consider any bill or resolution which provides
new spending authority described in subsection (c)(2)(A) or (B)
(or any amendment which provides such new spending authority),
unless that bill, resolution, or amendment also provides that such
new spending authority is to be effective for any fiscal year only to
such extent or in such amounts as are provided in appropriation ;(cu
(b) LrcisLamion ProviDING ENTITLEMENT AUTHORITY.—
(1) It shall not be in order in either the House of resenta-
tives or the Senate to consider any bill or resolution which pro-
vides new spending authority described in subseection (c) (2) (C)
(or any amendment which provides such new spending suthority)
which 18 to become effective before the first day of the fiscal year
which begins during the calendar year in which such bill or res-
olution is repo
(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution which gmvides new spending
authority described in subsection (c)(2) (C) which is to become
effective during a fiscal year and the amount of new b author-
ity which will be required for such fiscal year if such bill or resolu-
tion is enacted as 80 reported exceeds the appropriate allocation of
new budget authority reported under section 302(b) in connection
with the most recently agreed to concurrent resolution on the
budget for such fiscal year, such bill or resolution shall then be Referral to
referred to the Commi:tee on Agfropriuions of that House with Appropriations
instructions to report it, with the committee’s recommendations, Comttes.
within 15 calendar days (not counting any dav on which that
House is not in session) mthe y following the day
on which it is so referred. If th ittee on Afpmrlntim of Disoharge from
_either House fails to report a bill or resolution referred to it under consideration,
Ssthis paragraph within such 15-day period, the committee shall
automatically be dischs:Eed from further consideration of such
bill or resolution and such bill or resolution shall be placed on the Placement.on
appropriate calendar. calendar,
(3) The Committee on Agpmyriationa of each House shall have Committes
jurisdiction to report any bill or resolution referred to it under jurisdiotion.
paragraph (2) with an amendment which limits the total amount
of new spending authority provided in such bill or resolution.
(c) DxrnrTiOoNs.— )
(1) For purposes of this section, the term “new spending
authority” means spending authority not provided by law on the
effective date of this section, including any increase ir or addition
to spending authority fpm:vided by law on such date.
(2) For purpoees of paragraph (1), the term “spending author-
ity” means authority (whether temporary or permanent) —
(A) to enter into contracts under which the United States
is obligated to make outlays, the budget authority for which
is not provided in advance by appropriation Acts;
(B) to incur indebtedness (other than 1indebtedness
incurred under the Second Liberty Bond Act) for the repay- 40 stat, 268,
ment of which the United States is liable, the budget authority 31 sc 774,
i::l which is not provided in advance by appropriation Acts;
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49 Stat, 620,
42 USC 1305,

68A Stat. 3.
26 USC 1 et seg.

86 Stat. 919,
31 USC 1221 note.

59 Stat, 6003
87 stat. 1005,
31 USC 856,
59 Stat, 597j
86 Stat, 1274,
31 USC 846,

31 UsC 1352,

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

aw.
Such term does not include authority to insure or guarantee the
repnyment of indebtedness incurred by another person or govern-
ment.
(d) Excerrions.—

(1) Subsections (a) and (b) shall not apply to new spendin
authority if the budget suthority for outlays which will resu
from such new spending authority is derived—

(A) from a trust fund established by the Social Security
Act (as in effect on the dute of the enactment of this Act);
or

(B) from any other trust fund, 90 percent or more of the
receipts of which consist or will consist of amounts (trans-
ferred from the general fund of the Treasury) equivalent to
amounts of taxes (related to the purposes for which such
outlays are or will be made) received in the Treasury under
specified provisions of the Internal Revenue Code of 1954.

(2) Subsections (a) and (b) shall not apply to new spending
authority which is an amendment to or extension of the State
and Local Fiscal Assistance Act of 1972, or a continuation of
the program of fiscal assistance t» State and local governments
provided by that Act, to the extent so provided in the bill or
resolution providing such authority.

(3) Subeections (a) and (b) shall not apply to new spending
authority to the extent that—

(A) the outlays resulting therefrom are made by an orga-
nization which is (i) 8 mixed-ownership Government corpo-
ration (as defined in section 201 of the Government
Corporation Control Act), or (ii) s wholly owned Govern-
ment corporation (as defined in section 101 of such Act)
which is specifically exempted by law from compliance with
any or all of the provisions of that Act; or

(B) the outlays resulting therefrom consist exclusively of
the proceeds of gifts or bequests made to the United States

for a specific purpose.
REPORTING OF AUTHORIZING LEGISLATION

Sec. 402. (a) Requirep Rerorring DaTE.—EXcept as otherwise pro-
vided in this section, it shall not be in order in either the House of
Representatives or the Senate to consider any bill or resolution which,
directly or indirectly, authorizes the enactment of new budget author-
ity for a fiscal year, unless that bill or resolution is reported in the
House or the Senate, as the case may be, on or before May 15 preced-
ing the beginning of such fiscal year.

(b) ExercencYy Warvea 1N THE House.—If the Committee on Rules
of the House of Refmntuives determines that emergenc{l conditions
require a waiver of subsection (8) with res to any bill or resolu-
tion, such committee may report, and the House may consider and
adopt, a resolution waiving 6': application of subsection (a) in the
case of such bill or resolution.
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(¢) WAIVER IN THE SENATE.—

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

(2) During the consideration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by, the majority leader anegthe minority leader or their
designees, and the time on any debatable motion or appeal shall be
limited to 20 minutes, to be equally divided beiween, and con-
trolled by, the mover and the manager of the resolution. In the
event the manager of the resolution is in favor of any such motion
or appeal, the time in opposition thereto sha'l be controlled by
the minority leader or his designee. Such leaders, or either of
the:n, may, from the time under their contiol on the passage of
such resolution, allot addiiional time to any Senator Suring the
consideration of any debatable motion or appeal. No amendment
to the resolution is in order.

(3) If, after the Committee on the Budget has reported (or
been discimrged from further consideration of)) the resolution, the
Senate agrees to the resolution, then subsection ﬁl) of this section
shall not apply with 1espect to that bill or resolution referred to
in the resolution.

Referral to
Budget Comsdte
“..

Report to Sen-
ate.

Jischarge from
oonsidsration.

Placement on
calendar.
Debate, time
limitation,

(d) Certaiy Biis ano Resortrtions Reczivep From Ornex .

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

(e) Exceprions.—

(1) Subsection (s) shall not apply with ressect to new spend-
ing suthority described in section 401(c) (2) (C).

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

(f) Stupy or ExisTING SPENDING AUTHORITY AND PERMANENT
ArrrorriaTIONs.—The Committees on Appropriations of the House of
Representatives and the Senate shall study on a continuing basis those
provisions of law, in effect on the effective date of this section, which
provide spending authority or permanent bu suthority. Each
committee shull, from time to time, report to its House its recommen-
dations for terminating or modifying such provisions.

Report to
Cangress,
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ANALYSIS BY CONGRESSIONAL BUDGET JFFICE

Szc. 403. The Director of the Congressional Bu: Office shall, to
the extent practicable, prepare for each bill or resolution of & public
character reported by any committes of the House of Representatives
or the Senate (except the Committes on Appropristions of each
Houss), and submit to such committee— . .

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

(2) » comparison of the estimate of costs deecribed in para-
graph (1) with any available estimate of costs made by such
committee or by any Federal cy. )

The estimate and comparison so submitted shall be included in the
report accompanying such bill or resolution if timely submitted to
such committee before such report is filed.

JURIBDICTION OF APPROPRIATIONS COMMITTEES

Sec. 404. (a) AMENDMENT or Housz RuLes.—Clause 2 of rule XI of
the Rules of the House of Representatives is amended by redesignati
pa ph (b) ss paragraph (e) and by inserting after paragraph (:f
the ’ollowing new Famguphs:

“(b) Rescission of appropriations contained in ap ?;ﬁriuion Acts
referred to in section 105 of title 1, United States )-

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

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

(b) AMENLMENT or SeNATE RuLzs.—Subparagraph (c) of para-
graph 1 of rule XXV of the Standing Rules of the Senate is amended
to read as follows:

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

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

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

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

“4. New advance spendinq suthority described in section 401{c)
(2)(C) of the Congressional Budget Act of 1974 provided in bills
and resolutions referred to the committee under section 401 (b) (2) of
f&h;t) ﬁct (but subject to the provisions of section 401(b) (8) of that

- -
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EXERCISE OF RULEM.AKING FOWERS

Sec. 904. (a) The provisions of this title (except section 905) and of
titles I, I1I, and IV and the provisions of sections 606, 701, 703, and
1017 are enacted by the Con?m—

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

(2) with full recognition of the constitutional right of either
House to ch sucﬁn rules (so far as relating to su51 House) at
any time, in the same manner, and to the same extent as in the
case of any other rule of such House.

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

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

31 USC 1301
note,

Waiver,
Ante, po. 306,

Appeals.



APPENDIX C

Tax Expenditures by Function
(Except From ihe Special Analyses of the Budget of the

United States, pages 226-230)
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226 THE BUDGET FOR FISCAL YEAR 1982

Table G-1. TAX EXPENDITURE ESTIMATES 8Y FUNCTION
{in mullgns of doltars)

o focal years
Descroton o Corpor 7R L Indvouats
90 s | 0 o [ sw
—T‘ l ! T Jl
National defense: ' ; i :
Dxcuson  of  benefits  and | ! s ! l
aliowances to Armed Forces per- ’ * ! | ;
SONO ..o P e o, L1470, 1585 LIS
ucum of mmwy mw pen- | g | !
e e e e e 135 170 200
smmw attars: ‘ i l !
Exclusion of income earned abroad i ! | :
by Unied States ctizens ... P e e 555 1 640 665
Deferral of income of domestc - ; | !
ternational  sales  corporations | : | '
(DISC) .o 14301 1600: 1830 L ... S
Defersal of income of controlled | : i \
foreign corporations ... ............. i 450 480 74 P S
General science, space, and tech- | 1 1 ; : 5 [
Emnsmg of research and develop- ! ! ' ‘ | f
menl expenditures. ... ... , 1760, 201s; 22301 35, 0|
Energy: : | i 1 :
Expensing of exploration and devel- i ' | s ‘ :
opment casts: | ’ ’ ' ’ !
ON 300 gaS ..o | 1sosi 1,875 | 1895§ 6701 860 1030
Other fuels.................. 20 25 5 ) o
Excess of percentage over cast de- | i f i '
‘ktm‘ i \ : ' .
Odand gas........ocooeirson : 370 E 551 535 1,120 1, 580 | ! 1,725
Other fuels ... L AsET 5300 540 20 20 2
Capital gains treatment of royaltnes ! § | ' i
On COR....ooo 10 10, 10 10 80 90
Exclusion of interest on State and ' : E |
local government industrial de- ! ; ! :
velopment bonds for certain | i ; | ! ;
energy facilities.......................... ' .’ .. 5 . . ' 5
Residential energy credits: { | ’ <
Supply INCENLIVES ................. ! d . 5| 55 115 190
Conservation sncentives ... S Do s 430 425 420
Aternative, conservaton and new | | |
technoiogy credits: | !
Supply INCENLVES ..................... 1401 220
Conservation incentrves.............. 190 | 305
Alternative fuel producion credit....... 5 25
Alcohol fuel credit ! ... e ¢
tnergy creds for mtacm buses* . . 5
Natural resources and enviros-
ment:
Expensing of exploration and de sl
opment costs, nonfuel nuiias..... 20 25 25
Excess of pescenlage wer cust de-
&m, &mfuel mmemg ........ oy 345 390 380 15 15 15
inerest on State
local sovernment poliution con-
trol boids 425 430 500 210 230 255
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Table G-1 TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued
I mdleons of Gokars)
il Facal yuary
Descripton ‘r Corporatons i indrveiat
T I T T T T ™ R TV T ™
““““ N 1 T 1
Exclusion of payments in ad of - : j ! !
construction of water, sewage, ' ; ‘ ; ! i
§3s and electnc ulilites... ... . ... 60 . 10! 110 . et A
Five-year amortization on poilution . ,3 1 | ' :
control faciies ... ... .. i 15 35! 85 .. .. . R e
Tax incentives for preservation of | ; : 1 l
AL T SUUCHUIES ... . ! 10 20! 30 : 25 45 10
C . tal ge s treatment of 1ron ore.... 10 10 10, 10 | 10 10
Cani? gams treatment of certan : . i f i
timber income.... . ... .. .. g 420 . 470 535 120 135 150
Investment credit and seven-year : . : . i
«mortization for reforestation ex- : '
penditures.... ... ... ... - . 10 . . i
Agriculture: ‘ . '
Expensing of certain capital outiays . 75 80 85 430 475 545
Caputal gains treatment of certain ' . ' j '
INCOME ... .oooeiiiies e, L 20 25 25 385 ¢ 405 425
Deductbuirty of noncash patronage . ; ; | j i
dividends and certain  other : ‘ : :
items of cooperatives........... - 540 . 625 . 630 -175" 190 200
Exclusion of certain cost-shanng | ; : : i
PAYMeALS ... oo SRRSO IO L i 30 | 75 80
Commerce and housing credit: ! : i 1 |
Drviderd and interest exclusIon ... ... .. ... ... ... . 430, 1,325 3110
Exclusion of interest on State and i : ; . ! |
local industrial  development . ; ‘ i : f
DONAS .....ooo.o e 730 1000 . 1245 180 ! 230 ! 310
Exemption of credit union income ..... 110 | 115 125 SR b eerveeeeen
Excess bad debt reserves of finan- | § ! f l
Cial SULGYORS ... CUREE R 1/ S— e I
Exclusion of interest on life insur- i ; : i 1
a8 SAVINGS ..o N e | 34%0! 4080 4770
Deductibility of interest on consum- | i : !
erciedt.. .o L 4,745 5.260 6,040
Deductibiity of mortgage interest !
on owner-occupied NOMeS .............\........ccc..... e reeeeeeercmnene 15,615 19,805 ; 25295
Deductibiiity of property tax on | |
owner-occupied homes ... e et {1310 8915| 10920
Exclusion of interest on State and | ‘ ;
local housing bonds for owner- i g
occupied housing................... ...... 245 470 : 655 202 370 565
Expensing of construction perod in- )
terest and taxes........................... 555 585 615 140 160 160
Excess first-year depreciation ............ 50 50 55 135 145 150
Depreciation on rental housing in
excess of straight line................... 15 80 80 310 330 350
Depreciaion on buildings (other
than rental housing) in excess
of straight line.......................... 135 140 150 120 125 135
Asset depreciation range .................. 2,880 3,585 3,895 150 180 225
Capital gains (other than agricul-
ture, timber, iron ore and coal).... 15 940 1020 15415( 16230 18,990
Deferral of capital gains on home
SHES .......orrennneeneeneessnennensses e seres e 1,010 1,110 1,220
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued
(I mullons of doRars)

Corpor atons 7 ngariuals
1381 ik 1380 1581 1982

g
[ S

Exclusion of capital gans on home !
sales for persons age 55 and
OVRY oo e s N NI | 535

Capitat gawns at death ... ... ... e o S | 7

Surtax exempbon (through 1978) ... 110 Ll § S

Reduced rales on the fust | , | |
$100,000 of corporate wcome...... e

e [ e

‘.

I
Investment  credt, other than
£SOP's and rehabditation of !
structures and erergy..... .......... .. ; |
Investment credst for rehabiitalion ; ! i
of structures............... oo 1y I |
Amortzation of start-up costs ... ... s
Transportation: ; i ! !
Five-year amortization on rannoadq ! ! A j

!
12340 3050

{

Community and regional dﬂelori : | §
Five-year amortization for housing ! i
rehabiitation ........... ..o 5 ‘
Investmont credet for rehabilitation
Of Structures............ccooooee coveeee. i 120 145 160 60 65 65
Education, training, employment, l ,
and social services: i |
Exclusion of scholarshup and feliow- |
ST ICOML........ooooreenereesbeee e 388 410 490

local student loan bonds ............... 30 55 85 15 25 40
Parental personal exemplion for
students age 19 orover... ... ... T 1,030 1,045 1,055
Exciusion of employee meals ang
lodging (other than mutary)........\......cccooorerreil oo oo e 3% 380 410

Exclusion of contribuions to pre-
paud legal services plans ... SRS 20 35 v
Investment credit for ESOP's........... 695 ! 770 820 b e b
Deductibiiity of charitable contribu- !
tions {education)......................... 305 310 310 185 950 1,150
Deductibiity of charitable contribu-
tions, othes than education and
heaith 315 385 385 5,895 1,135 8,650
Maumum tax on personat semce
income 1,320 1,695 2,168
Credit for cnildd and dependent care

expenses

Credit for employment of AFDC re-
apents and public assistance
recipients under work incentive |
programs 45

General jobs credit ............................ 190 -7 L FUUURI S

Targeted jobs credit....................... . 130 2 150 25 5 30

....... 885 1,025 1,178

SRS
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued
{1n malions of dolars)
L Fecal years
Descrpton | Corposstoms ! g
190 s L sk | awe [ s | I
1 R 1
Health: | | | !
Exciusion of empioyer contrdutions | | ;

for medical insurance prermums i ! | i

and medical care .. A e 12075 ! 14,165 16.61C
Deductibity of medical expenses . ... ... (B 3150 3580 4080
Exclusion of interest on State and | ! | ! !

local hosputal bonds ... o BT 395 40 M0 18 220
Deductbiity of chamabit conmbu ; |

tioas (heaith) ... e 190 : ; 195 190 i 1,180 | 1,425 1,725

Income secunty: i i ! ' i
Exciusion of social seculity uenehts i | | | !

Drsabuiity nsurance benefts..... .. ... ...l 6901 BIS| 958

OASI benelits for retied workers L e 6890 9,020 11,265

Benefits for oepemcnts and sur- ' e 1 ; |

VIVOMS e e (S POL01S1 1250 1480
bxciuson of rakioad rememenl , i } j

system benefits .. SRR 320 380 | 435
Excluson of workmen's comper;& , | § 1 f

tion benefits.... S ! el 22000 2675) 3,260
Exclusion o specul bmems for ! : i i ; |

disabled coal mners .. Ak | %! 100 105
Exclusion of untaxed ununpnmen( ! : ! ' i |

insurance benefits.. RIS 3300 S215 ) 4530
Exclusion of public assislance bene- . i ; :

... g g 30 465 510
Excluson of disabity pay . w100 170 170
Net exclusion of pension mnmbu- ; ‘

tions and earmings i i
Employes plans...............fooinnan, E—— e 19,785 | 23,605 27,905
Plans for setf-employed and |
OLDRS ... e S S 1925 2105 2305
Exclusion of other empioyee bene-
fits:
Premiums on group term life l
SUBIER ... FE S — 1675 1,855 2,055
Premuiums on accident and dis- ;
bty INSUIBNCL ...........ooovevreref e s Deeemnenneenenenen 90 100 | 103
Income of trusts 1o ‘inance sup- i
plementary Laempioyn.ent ‘ i
DEOIES ..o S N 15 2 20
Additional exemption for the bnd..... 30 30 30
Additional exempion for eiderly.... .. 2,040 2,260 2,505
Tax credit for the elerly 130 125 120
Deductstulity of casualty iosses 510 115 895
Earned income credit 3 . 120 635 755
Exclusion of interest on State and
local housing bonds for rental
housing 135 195 240 175 235 315
Veterans benefits and services:
Exclusion of velerans dksability

compensation 1,065 1,300 1,578
Exclusion of veterans pensions 15 85 95
Exclusion of GI bill benefits 190 180 160
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continved
(s mdbons of Gokars)

Focs yewrs
Descrpten Corpara.ens [ "]
1500 1981 18 19580 1981 it 4

General government: !
Credits and deductions for pokitical
CONNbULIONS ...............ooeeeeeereeene O OO SO 80 100 80
Genersl purpose fiscal assistance:
Exciusion of interest on general
purpose State and locai debt ........ 3,300 4,035 4315 1,625 1,885 2,165
Deductbiity of nonbusiness State
and local taxes other than on
OWNEr-OCCUPIBE DOMES ... ..........ooiveireiiiioiit et o] craeas cenenennes 14,690 18,405 23,060
Tax credet for corporabions receving i
income from dong business
United States possessions.. .......... 905 1,005 1095 L
Interest ,
Deferral of inlerest or savings ;

Combined effect of prowisions dis-
aggregated above:

Capital gams.........cooooovcooeerrrer 1,175 1,455 1,600 22,295 23,645 26,975
Exclusion of interest on State and

local debt 1,150 9,025 10,020 3,565 4,340 5195
Deductibuiity of State and iocal non-
bustness taxes ..................... ST NUROUSN SOOI 20,495 25,480 31,680
Deductibskty of charitable contribu-

-

. 870 890 885 1,860 9,510 11,505
Itemized deductions ¢ ) o 40915] 50955| 62315
Deductibsdity of mortgage interest

ped homes . 22,170 28,065 35,465
Benefits for the eidery ®........................ Joen . 4 10,320 12,965 15,760
Fringe benefits ¢ - 35,010 41,335 48,550
Government  benefits and  pay-
ments ? 18,280 | 23,765 | 26,450
nsm-uumw-mmnmwumﬁm
1 ln addiom, the exemphon Ow excroe tax lor aicohel fuek resulls ® 3 reduction B excrse Lax recepts of $50 mdkon @ 1380, $120
mabon m 1381, and $190 muhon w 1982
® I a0Gton, (he exempton from excrse tax bor Dases. Dus parts and cerlam demms used M ConMeclOR weth Duses resulls @ 2 reduchion m
excrse tax recepts of $40 mibon @ 1980 $50 melben @ 1381, and $50 mwioe @ 1382
SI;J.‘). l;zn’mnzumumum“mm-mru:anmaxsao.sulsun;ml.
< lnteres! on comsumr lGaAS, morigage mierest and property taes on ownier-occupesd homes, chartabie cosinbubions, medal expemses. Casully

losses, montnsmess State aad iocal tanss other Thm OR CwRer-OCCUDNd homes
of sonal securdy and rairoad retsement pius the adGtond exempton and tax credd 1. the eiderly
i medcal mSwasce, medcal care, pRSIORS a0 GrmngS pius premmams on Lowp e, accdest and drsabsdy

o mitary bemefts, alowasces, and Grsabasly pemsioms, OASDN desabisty mswaace: OASI for retwees, depedests aad Swwwers;
Radroad retwement, workman's compensation, bemefits for drsabled coal mumers. untaned umespioymest Demefds, public assistance bemefils, veterans
desabiity compensation, pexsons aad GI bl bemefrs.
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