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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 owr. 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 year, 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 immediate Senate consideration.

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 a first concurrent
budget resolution for the coming fiscal year setting appropriate reve-
nue, spending, and deficit levels. While the amounte 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 legisla ‘on raising taxes or cutting back
on spending programs witkin the committee’s jurisdiction. The over-
all spending and revenue totals in the second resolution are binding.
: )



CONGRESSIONAL BUDGET AND IMPOUNDMENT
CONTROL ACT OF 1974 (PUBLIC LAW 93-344)

1. Overall View

OUTLINE OF CONGRESSIONAL BUDGET PROCESS 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, slthough 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 days 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
committeo wished to have such legislation considered outside of the

3)
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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 consider 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 resolution.—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 for 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 wsaived 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 eflective 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 wkich the
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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 resoluiions 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 measures 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 legislation to defer or reduce benefits vader 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 point 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 rovenues and spending. Thus, if unrealistic objectives
are used in setting first resolution totals, committees may subsequently
find their ability to act on desired legislation impaired.

At the beginning of calendar year 1977, for example, the President
proposed certain cutbacks in the income security and health functions
which the Finance Committee considered overly optimistic. Neverthe-
less, the committee included these savings in its report to the Budget
Committee, adding the following caution:

“As with the health function, the committee notes that the Presi-
dent’s budget assumes substantial cost reductions in the social security
programs. While the committee believes that those budget assumptions
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may present an optimistic estimate of the savings that can be achieved,
it recommends acceptance of those estimates as a goal at this time.”

Despite the cautionary note, the Budget Committee incorporated
these proposed savings in the first resolution. At a later date (July 21,
1977), the chairman of the Budget Committee indicated that the Bud-
get Committee would attempt to enforce these savings despite the
Finance Committee’s earlier indication that it considered them
overoptimistic.

In 1979, a situation again arose in which the first budget resolution
assumed the enactment of legislation in Finance Committee jurisdic-
tion to produce cut-backs in present law spending programs well in
excess of what the Committee on Finance considered realistically
achievable. This situation was aggravated by the fact that the House
and Senate conferees on the budget resolution utilized significantly
different assumptions as to both the present law base and the required
savings underlying the budget resolution. In July, 1979. the Finance
Committee informed the Budget Committee of its views as to a rea-
listic level of savings to be assumed in the second budget resolution.
The Budget Committee, however, took the position that the second
resolution should not readjust the first resolution targets in the light
of what then seemed achievable through the ordinary legislative pro-
cesses. Instead, the Budget Committee reported a second resolution
which would continue to mandate most of the sayings adopted as a
target in the first resolution and proposed to achieve those savings
by invoking the reconcilitation procedure under which named com-
mittees are directed in the budget resolution to immediately report
legislation meeting certain budgetary goals. Although the House of
Representatives was unwilling to agree to using this reconciliation
procedure, the second resolution, as adopted, assumes the full level of
savings, creating the difficult budgetary situation described below
under the heading “Status of Fiscal 1980 Budget Process.”

Appropriations Committee review of entitlement bills.—Legisla-
tion in such areas as supplemental security income, - ~lfare, social
services, or medicaid creates an entitlement to paymenis 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 create
new entitlement programs or increase existing ones must be referred
to the Appropriations Committee for a period of 15 days after it is
reported by the substantive committee, if its enactment would exceed
the amount provided for in the most recent budget resolution. The
Appropriations Committes 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
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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 Appropriations Committee would
not apply to legislation affecting existing Social Security Act trust
fund programs or other trust fund programs substantially funded
through earmarked revenues. It would also not apply to 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 disburscment mey 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 legislation 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.

No revenue legislation prior to May 1.—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
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be effective in years after the upcoming fiscal year. (A procedure for
waiving this limitatiua 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 interaretation,
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-
niug 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 moqifications to existing law), even minor
bills having nearly negligible revenue impacts can be rejected on a
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.
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Regquired report on tax expenditures—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.
STATUS OF FISCAL 1980 BUDGET PROCESS

At the beginning of each session of Congress, the primary focus of
the budget process is usually the upcoming fiscal year which will
start in QOctober and for which the first budget resolution will be
adopted about May. During the current fiscal vear. which began on
the preceding October 1, budgetary issues are controlled by the
already-adopted second concurrent budget resolution. If that resolu-
tion has reasonably accommodated the legislation proceding through
Congress. no further action with respect to it is required of legislative
committees.

In the case of the second concurrent budget resolution for 1980,
however, the situation is somewhat different than it has been in pre-
vious years. That resolution as approved by the Congress on Novem-
ber 28, 1979, establishes spending limits which cannot be met unless
legislation is enacted to significantly reduce the cost of existing pro-
grams. In adopting this resolution, the Senate included in it a recon-
ciliation instruction which would have required committees to imme-
diately report out the legislation achieving the required savings. The
Senate reconciliation instruction was not agreed to by the House of
Representatives. However, the resolution as adopted by the Congress
includes a strong statement directing committees to fulfill the savings
mandate and indicating that a third budget resolution would not be
adopted simply to compensate for the failure to achieve those savings.
This section of S. Con. Res. 53 reads as follows:

SENSE OF THE CONGRESS ON RECONCILIATION SAVINGS

Skec. 3. It is the sense of the Congress that there shall be no
third budget resolution or any other revision of the budget
figures contained in this Resolution unless justified by signifi-
cantly changed national or international developments be-
yond the power of Congress to control and not foreseen in the
development of the second budget resolution for fiscal year

1980.



10

Failure to achieve in a timely fashion the savings assumed
in the second budget resolution will crowd out funding for
other priorities in the budget and may require rescission of
already enacted appropriations to stay within the budget
ceilinga.

Therefore, Congress calls upon the committees named in
the Senate-passed instructions to make the savings assumed
within the totals of this Resolution and calls upon all other
committees of the Congress to exercise the maximum restraint
in spending and maximum effort toward savings in order that
important national priorities will not be crowded out by the
failure to make those savings.

The Committee on Finance has acted to fulfill the requirements of
the second budget resolution for 1980. Legislation has been reported
by the Committes and passed by the Senate to reduce costs in the
social security disability program and in the AFDC program. (Esti-
mates made at the time this legislation was reported projected fiscal
year 1980 savings of $37 million in social security and $63 million in
welfare programs.) In the health category, the committee has reported
legislation which will have a net impact of saving $0.7 billion in fiscal
year 1980. The committee has also reported unemployment compensa-
tion legislation with net savings of $0.3 billion, and the committee has
indicated that it will offer an amendment to reduce the State share
of general revenue sharing in fiscal year 1980 by $0.2 billion. With
these savings the Committee would fulfill its obligations under the
second budget resolution to produce savings and would also be able
to accommodate certain proposals which it has also already reported
for new spending. These proposals are in the arcas of child health,
trade adjustment assistance, supplemental security income and social
services. In the case of social services the Senate passed bill provides
for a $2.7 billion ceiling for fiscal 1980, but the committee hag deter-
mined that a $2.9 billion level can be accommodated if the savings
items are adopted.

While the committee has acted on the required budgetary savings
under the second resolution, comparable action on many of these pro-
posals has not been taken in the House, and a substantial proportion of
the committee’s proposals have not been considered yet by the Senate.
If these savings proposals are not enacted, the legislation proposed
by the Committee to increase certain programs might face Budget Act
opposition and, in some circumstances conference reports on said leg-
islation could be subject to a point of order.
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CHART ]

March 15 Report to
Budget Committee

Views and estimates of Finance
Committee on:
Expenditures

Revenues
Tax expenditures
Public debt

*Relating both to existing
law and proposals to
change existing law
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Chart 1
March 15 Report to Budget Committee

Under the Congressional Budget Act of 1974, the Committee on
the Budget is required by April 15 of each year to report 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 tc 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 jurisdiction which are listed on chart 3, Federal
revenues, tax expenditures, and the public debt. With respect to each
of these matters, the committee is required to provide its views and
estimates as to the levels anticipated under existing law or under any
changes to existing law which the committee expects. The period to
be covered by the report to the Budget Committee is fiscal year 1981
(October 1980 to September 1981). 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.

5T-567 0 - 80 - 2
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CHART 2

Economic Assumptions
(dollars inbillions)

1979 1980 1981

Gross national

urrentdollars %2360  $2567 $2842

Constant dollars
1972 doflars) 1431 1423 1448

Percent in . -0 1.7%
Wriyrk o 2.3% 0.6%
Personal income 1923 2109 2314

Wages and salaries 1227 1342 1478
Corporate profits 238 228 242

Consumer priceindex: 11.4% 11.8% 9.2%
increase over prior
year

Unemployment rate 58% 707 T4%
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Chart 2

Economie Assumptions

The March 13 report to the Budget Committee which is required
by the Congressional Budget Act of 1974 represents the Finance
Committee’s views as to revenues, expenditures and other budgetary
matters 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 about
which there can reasonably 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 which may
be enacted to affect 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 Con-
sumer Price Index since that program includes an autowsatic cost-of-
living increase provision. The unemployment insurance program does
not incorporate such a provision but is, of course, particularly sensi-
tive to the amount of unemployment. Revenues, similarly, are heavily
affected by personal income and by corporate profits and, in the case
of payroll tax revenues, by wages and salaries.

This chart presents a selection of the most significant economic
indicators as estimated in the budget submitted in January by the
President.
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CHART 3

Major Expenditure Programs under
Finance Committee Jurisdiction”

* Social security cash benefits

Supplemental security income for
the aged, blind, and disabled

*Welfare programs for families:

Aid to families with dependent
children

Work incentive program
Child support

eSocial services

*Unemployment compensation
*Health programs:

Medicare

Medicaid

Maternal and child health
*Revenue sharing

* Interest on the public debt
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Chart 3

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart liste the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of the
Committee on Finance. Each of these programs is covered in more
detail in the following charts. Interest on the public debt is 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 provirions 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 1981 is the earned income

tax credit.
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T 4

ch Benefit Tust Funds
Social Security Cash Benef

Income $317 $151.4 $1709 $191.2 $2209

Outgo 1386 1569 1748 1933 2122
Increaseor -69 -56 -38 -2.1 +87
decrease

Start-of-year 22% 15% 1% 8% 6%
aseetsagfa
butgo



19

Chart 4

Social Security Cash Benefit Trust Funds—Fiscal Years

1981-1985

The social security trust fund programs of old-age, survivors, and
disability insurance are projected to decline substantially over the
next 3 years since benefit payments out of the funds are expected to
exceed income into the trust funds by a total of $18.4 billion over the
period. The status of the combined cash benefits trust funds as shown
in the table is based on the assumptions underlying the President’s
budget. These assumptions reflect declining inflation rates after 1980
and declining levels of unemployment after 1981 as shown below:

BUDGET ASSUMPTIONS, 1980-85

(in percent]
Increase In
Consumer Benefit Total unem-
Price Index increase ployment rate
1980..........cco. ...l 118 13.0 7.0
1981.................... 9.2 99 - 7.4
1982.................... 8.2 8.4 6.8
1983.................... 74 7.7 5.9
1984.................... 6.8 7.1 5.1
1985............ollll. 6.1 6.3 4.3

These assumptions do not necessarily represent the most likely
future behavior of the economy. The basis for these projections is
explained on pages 33 and 34 of the President’s Budget as follows:

¢ ¢ ¢ the long:r ranye assumptions for the period 1988 to 1986
are not forecasts of probable economic conditions. Instead,
they are projections that assume progress in moving toward
the goals of a more fully employed economy and greater

price level stability.

¢ ¢ ¢ the long-range economic assumptions presented in this
budget are consistent with a new schedule, presented in the
[1980) Economic Report, for attaining the goals of the
1978 act [Full Employment and Balanced Giowth Act of
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1978 (Humphrey-Hawkins Act)]. The achievement of the
4 percent unemployment rate is postponed by 2 years [from
the corresponding date in last year’s budget] to 1985, and
the 3 percent inflation goal is postponed by 3 years beyond
that.

Even under these somewhat optimistic assumptions, however, the
combined cash benefit trust funds have inadequate reserves to
maintain cash flow throughout the 5-year period 1981-1985. By
January of 1983, the combined funds are projected to have dropped
below the level of one month’s benefita which is the absolute minimum
necessary to be able to meet benefit obligations. Moreover, the cash
benefits funds are actually maintained as two separate trust funds:
old-age and survivors insurance (OASI) and disability insurance
(DI). The OASI fund is projected to drop to a level equal to less
than 1 month’s benefit during the last quarter of calendar year 1981.
On the basis of these projections some legislative action would be
necessary to assure that benefit payments can be met throughout
1981. The tables below show the status of the separate OASI and
DI trust funds:

OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND: FISCAL YEARS 1978-1985

[Dollar amounts in billions)

Fund at start
Net Fund at of year as a
change end of percent of outgo

Fiscal year income Outgo in funds year during year
1978........ 76.8 81.2 —-4.4 31.0 44
1979........ 86.9 90.1 -3.2 27.7 34
1980........ 99.5 104.0 —4.5 23.2 27
1981........ 111.2 121.2 -9.9 13.3 19
1982........ 1274 1376 -10.3 3.1 10
1983........ 1436 1536 -10.0 -6.9 2
1984........ 160.2 169.9 -97 =167 ..............
1985........ 1825 1864 -39 =206 ..............

Source: Social Security Administration.
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OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND:
FISCAL YEARS 1978-1985

[Dollar amounts in billions]

Fund at start
Net Fund at of year as a
change end of percent of outgo

Fiscal year income Outgo in fund year during year
1978........ 12.8 12.7 9 | 44 33
1979........ 15.2 139 1.3 5.6 32
1980........ 17.4 15.4 2.0 7.7 36
1981........ 20.5 17.4 3.1 10.7 44
1982........ 24.0 19.3 4.7 15.4 55

983........ 27.4 21.2 6.2 21.6 73
1984........ 31.0 23.4 7.6 29.2 92
1985........ 384 25.8 12.6 41.8 113

Source: Social Security Administration.

Social Security tax 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
present 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 futurc. 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 1980-85)

{In billions]

Cash benefits Hospital insur-

Fiscal year Total programs ance program
1979.. ..., $3.3 $4.1 -$0.8
1980.................... 8.9 8.6 2
1981.................... 16.1 15.5 .6
1982.................... 22.8 21.7 1.1
1983.................... 26.3 25.0 1.3
1984.................... 29.7 28.2 1.5
1985.................... 42.6 39.6 3.0




TAX RATES FOR THE SOCIAL SECURITY TRUST FUNDS

{in percent]
Prior law Present law (1¢77 amendments)
Calendar year OASI ! DI  OASDI Hi? Total OASI !} DI OASDI His Total
EMPLOYERS AND EMPLOYEES, EACH
b = 27 2 4.375 0.575 4,95 0.90 5.85 4.375 0.575 4.95 0.90 5.85
b X 7 £ - S R T 4.350 .600 4,95 1.10 6.05 4.275 775 5.05 1.00 6.05
1979-80.......cc0ivitiiitiatsinriniiennanns 4,350 .600 4.95 1.10 6.05 4.330 .750 5.08 1.05 6.13
1981.............. e eeertesietecttarinennne 4.300 .650 4,95 1.35 6.30 4.525 825 .35 1.30 6.65
1982-84...........cciiiiiiiiiiii i, 4.300 650 4,95 1.35 6.30 4.575 825 5.40 1.30 6.70
1085, ... it iiiiiiieiiiiitiiriiieaii i aaeans 4.300 650 4.95 1.35 6.30 4,750 950 5.70 1.35 7.05
1086-89.......000vieviiiniinnnneriaiannnne 4,250 700 4.95 1.50 6.45 4,750 950 5.70 1.45 7.15
1990-2010........... Ceseenesetetiaetsnnns 4,250 .700 4.95 1.50 6.45 5.100 1.100 .20 1.45 7.65
201landlater............ccoihiiiiiiiiienn 5.100 850 5.95 1.50 7.45 5.100 1.100 . 1.45 7.65
SELF-EMPLOYED PERSONS
B 8= 7 2 P 6.185 0.815 7.0 0.90 7.9 6.1850 0.8150 7.0 0.90 79
b = £ - S 6.150 .850 7.0 1.10 8.1 6.0100 1.0900 7.1 1.00 8.1
1979-80.......0i vttt ittt 6.150 850 70 1.10 8.1 6.0100 1.0400 7.05 1.05 8.1
b = 5 S I 6.080 920 7.0 1.35 8.35 6.7625 1.2375 8.00 1.30 9.3
1982-84.........cc ittt e 6.080 920 7.0 1.35 8.35 6.8125 1.2375 8.05 1.30 9.35
JOB5. .. ... ittt iteiiiiiie it ire s 6.080 920 7.0 1.35 8.35 7.1250 1.4250 8.55 1.35 9.90
1986-89.......00000ieiiiiiinniiiiennne vevens 6.010 990 7.0 1.5 8.5 7.1250 1.4250 8.55 1.45 10.00
1990-2010. ......ccciviiiiiiiiiineniaennnns 6.010 990 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
2011 andlater............ovcivniiiiinenns .. 6,000 1.000 7.0 1.5 8.5 7.6500 1.6500 9.30 1.45 10.75
:Oldq e and survivors insurance.

Disability insurance.

1 Hospital insurance (part A of medicare).



23

ANNUAL EARNINGS SUBJECT TO SOCIAL SECURITY TAX

Present law
Under p:lor (1977 amend-
aw

Year ments)
1977 ..o $16,500 $16,500
1978. ..o 17,700 17,700
1979. . . 18,900 22,900
1980. ... 20,400 25,900
1981.... .., 122,200 29,700
19082. ... 124,300 132,400
1083. ... 126,400 1 35,400
1984. ... .. 129,100 139,000
1085 . . 131,800 142,900
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CHART 5

Social Security Administration Federal
Fund Programs*

(dollars in billions)
FY1980 FY1981

Present law:

Federal fund gayment 0.7 %07
to trust funds

Supplemental Security 64 69
Income (SS1)

Proposed legislation:
SSl changes in President’s 4% * %
budget
Pending legislation % * #
(H.R.3236, H.R3434)

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



Chart 5
Social Security Administration Federal Fund Programs

Present law.— 1'he social security programs of old-age, survivors,
and disability insurance are supported almost entirely by payroll de-
ductions applicable to employers, employees, and self-employed per-
sons. Certain transitional provisions enacted in 1966, however, pro-
vide 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.
Similarly, 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. For fiscal 1981, the Administration is proposing to
undertake a research study of income and participation in Social Se-
curity Act programs. This will be funded through the trust funds and
partially reimbursed from general funds.

Since January 1974, the Social Security Administration has been
responsible for administering a basic income support program for
needy aged, blind, and disabled persons called Supplemental Security
Income (SSI). This progran 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 sup-
plemental security income (SSI) programs are shown in more detail

below:
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{in millions}
Fiscal 1980 Fiscal 1981
OASDI:
Mlhtarrswage credits.............. $511 $521
Benef for uninsured aged. . .... 16421 152
Reseaéé&'.IIIIZIIII.'IIfiIIIIIIIIII:II.’ ............... 4
SSi:

Total.................o il 6,371 6,903
Benefits........................... 5,635 6,130
Services........................... 56 56
Administration®................... 680 717

! Includes $40 million in fiscal 1980 and $4 million in fiscal 1981 for Federal
payments to States because of Federal errors in administering State supplemen-

tary programs.

Under a 1977 departmental reorganization, the Social Security
Administration assumed responsibility for the Federal-level adminis-
tration 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 Fumilies.

Proposed legislation—The President’s budget includes an allowance
of $17 million for new legislation in SSL This amount relates to the
costs of implementing the disability amendments now pending in con-
ference. The major cost item represents increases in SSI which, for
low-income persons, would offset the new benefit limitations under
the social security disability program.

The committee has reported 2 bills (both of which have been passed
by the Senate and are pending in conference) which affect SSI pro-
grem costs. These are the social security disability bill, H.R. 3236, and
the social services bill, H.R. 3434. The estimated impact of these 2 bills
on SSI costs are an increase of $24 million in fiscal 1980 and of $41
million in fiscal 1981. These costs represent the net total from a variety
of separate provisions, including new administrative costs related
to changes in the disability program, offsetting SSI increases because
of the limitations placed on social security disability benefits, and the
impact of provisions designed to remove certain disincentives to re-
employment of disabled SSI recipients. Also, included is a 3-year
extension of the $30 million program of services for disabled children
who are SSI recipients. These estimates also reflect costs savings from
provisions in H.R. 3236 designed to limit benefits otherwise payable
to aliens and certain windfall benefits which occur because of dual
entitlement to social security and SSI disability benefits.
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CHART 6
Social Security Cash Benefit Programs:
Proposed Legislation
(dollars in billions)
| FY1981 FY1985
President’s budget:
Widow's benefit retroactivity %
Stricter offset for . =501
workmens compensation
Apply employer social . %

security tax to all tips**
withhold social securitytax 902 03

from certain contractors**
Disability legislation:
President’s budget -01 -2
Senate bill +01  -06
Monthly retirement test +01 +01

*less than¥0.05 billion
*% amount shown is revenue INcrease



Chart 6

Social Security Cash Benefit Programs: Proposed Legislation
DISABILITY LEGISLATION

The President’s budget for fiscal year 1981 assumes enactment of
the disability legislation, H.R. 3236, which is now pending in confer-
ence. Tha estimates carried in the President’s budget reflect the higher
savings attributable to the House version of the bill. The Congres-
sional Budget Office estimates of the bill as passed by the Senate are
shown in the tables below. Table 1 shows the total estimated budgetary
impact of the entire bill; table 2 shows the impact on the disability
insurance program alone.

TABLE 1.—ESTIMATED NET COSTS OR SAVINGS TO THE FEDERAL
BUDGET OF H.R. 3236, AS AMENDED BY THE SENATE

[in millions of dollars)

Fiscal year—
1980 1981 1982 1983 1984 1985

Direct spending provi-
sions:
Estimated budget au-
thority............... 4 0 -6 -4 11 46
Estimated outla¥s ..... -38 105 31 —-105 -318 -519
Amounts subject to ap-
propriation action:

Required budget au-
thority............... 1 54 102 105 137 112

Estimatéd outlays.. ... 1 54 102 105 137 112

Net budget impact: Net
change in deficit...... -37 159 133 0 -181 -407

57-667 0 - 82 - 3
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TABLE 2.—ESTIMATED CHANGE IN DISABILITY INSURANCE

OUTLAYS AND BUDGET AUTHORITY OF H.R. 3236, AS PASSED

BY THE SENATE
[In millions of dollars)

Fiscal year—
1980 1981 1982 1983 1984 1985

Estimated budget au-

thority................. 4 1 =1 8 31 70
Estimated outlays....... -43 75 -40 -207 —-413 —-604

TABLE 3.—ESTIMATED CHANGE IN MEDICARE QUTLAYS AND
BUDGET AUTHORITY OF H.R. 3236, AS PASSED BY THE

SENATE

[In millions of dollars}

Fiscal year—
1980 1981 1982 1983 1984 1985

Estimated budget au-
thority........................ -1 -5 =12 20 -24

Estimated outlays....... 5 30 71 102 95 85

TABLE 4.—ESTIMATED CHANGE IN OUTLAYS AND BUDGET
AUTHORITY FOR FEDERAL INCOME MAINTENANCE PRO-
GRAMS OF H.R. 3236, AS PASSED BY THE SENATE.

[In millions of dollars)

Fiscal year—
1980 1981 1982 1983 1984 1985

Required budget
authority:
SSI.....o -5 14 4 30 12 -2
AFDC.................. 6 41 60 80 127 113
Other!....................... -1 -2 -5 =2
Total................ 1 54 102 105 137 112
Estimated outlays:
SSl....o -5 14 4 30 12 -2
AFDC.................. 6 41 60 80 127 113
Other®....................... -1 -2 =5 =2
Total................ 1 54 102 105 137 112

! Includes medicaid.
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TABLE 5.—ESTIMATED COSTS AND SAVINGS TO THE DIS-
ABILITY INSURANCE TRUST FUND OF MAJOR PROVISIONS
OF H.R. 3236, AS PASSED BY THE SENATE®

[In millions of dollars)

Fiscal year—
1980 1981 1982 1983 1984 1985

Combined provisions to

limit total family ben-

efit and reduce the

number of dropout

years for younger

workers..... ... ... —54 —185 —-339 —482 —617 -735
Eliminate waiting pe-

riod for terminally ill

workers. ..................... 210 235 260 280 300
65 percent preadjudica-

tive review by fiscal

year 1983...... e i 3 -9 -49 -120 -190
Review of continuing

disability cases once

every3yr........ P 3 8 22 1 -23 =50
More detailed notices

ofdenials............. o 13 18 19 20 21
Costs to DI of other

sections............... 7 26 33 44 47 50

Total DI trust fund

savings-estimated
outlays.............. -43 75 -40 =207 —413 -—604

1 Savings to the DI Trust Fund are partially offset by costs to other income main-
tenance and health programs. The impact on these other programs of the sections
relating primarily to the DI program is shown in table 6. In addition, certain pro-
visions of this bill affect the SSI and AFDC programs. These estimates are st.own
in subsequent sections of the cost estimate.
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TABLE 6.—ESTIMATED CHANGE IN OUTLAYS TO THE HI AND
SMI TRUST FUNDS AND TO OTHER FEDERAL INCOME MAIN-
TENANCE PROGRAMS FROM PROVISIONS OF H.R. 3236
WHICH PRIMARILY AFFECT THE SSA DISABILITY PROGRAM,
AS PASSED BY THE SENATE

[In millions of dollars)
Fiscal year—
1980 1981 1982 1983 1934 1985

Cap on family benefits
and reduced num-
ber of dropout
years: )
Federal income main-
tenance programs:
Estimated Outlays *. 9 34 60 84 103 123
2d 12 mo trial work
eriod and 3-yr ex-
ension of medi-

care:
Hi: Estimated out-

ays? ............... 3 19 47 71 78 86
SMI: Estimated out-
lays®. ............... 2 13 31 48 52 57

Increased review of ini-
tial DI awards and
reconsiderations:

Hi: Estimated out-

lays®. ............... 0 0 0O -1 -6 -=13
SMI: Estimated out-
lays®................ 0 0 0O -1 -4 -9

Periodic review of con-
tinuing DI cases:
Hi: Estimated out-

lays?. .. ... -1 -4 -9 15 =21
SMI: Estimated out-
lays2. ..., -1 -3 -6 =10 -=15
Supplemental Security
income?!?............. 2 16 26 16 4 =10
Total estimated out-
lays............... 16 80 157 202 202 198

1 Required budget authority for these income maintenance programs is equal
to the increase in estimated outlays. They zre included in the summary table 4.

3 Lower net interest into the Hl and SMI trust funds from higher levels of spend-
:ng&'tl;:)isareduces estimated budget authority for these programs, and is reported
n e 3.

3 These costs to SSI r:rresent administration estimates resulting from provisions
to increase the review of DI determinations, implementation of the periodic review
of continuingelc)l cases, and for more detailed denial notices. The bill requires that
the Social urity Administration review a stated percentage of all disability
determinations made by State agencies for Title Il. While no such requirement
is explicitly stated for title XVI determinations, this estimate assumes that the
Social Security Administration will also increase the percentage of titie XVi de-
terminations reviewed paraliel to that required for title I\.
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OTHER PROPOSALS IN THE BUDGET

The President’s budget also includes & number of other proposals.
Those with significant budgetary impact are described below:

Retroactive benefits for widows.—The 1977 social security amend-
ments provided that individuals would no longer be permitted to
claim retroactive benefits (that is, for months prior to the month in
which they apply) if those benefits would be subject to actuarial
reduction (because the individual was under age 65). The President’s
budget proposes to modify this limitation so as to permit 1 month of
retroactivity in the case of applicants for widow’s benefits. The pro-
posal would increase the costs of the program by $7 million in fiscal
1981 and by $10 million in fiscal 1985.

Worker’s compensation off set.—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 compensa-
tion 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. (How-
ever, at age 62 the individual could elect to receive reduced refirement
benefits against which there is no offset rather than disabidity benefits.)
This proposal is estimated to reduce program costs by $31 million
in fiscal year 1981 rising to $57 million in savings by fiscal year 1985.

Social security taxes on tips.—Under present law, employers are
not generally required to pay the employer social security tax on com-
pensation received in the form of tips (however, employers are re-
quired to pay the employer tax to the extent that tips are used to meet
the Federal minimum wage requirement). The President’s budget pro-
poses a change in the law which would require employers to pay the
full employer tax on all tips earned by their employees. It is ¢stimated
that this change would result in increased revenues to the social security
program of $24 million in fiscal year 1981 increasing to $49 million in
fiscal year 1985.

Withholding taz for independent contractors.—For employees, so-
cial security taxes are required to be withheld from their wages. Self-
employed individuals, however, do not have taxes withheld, but ruther
pay their self-employed social security tax as a part of their annual
incoms tax return. The President’s budget proposes that for certain
types of independent contractors there be a flat rate—10 percent—
withheld from compensation paid to them for their services. While
this change would not increase tax liability, it would have a budgetary
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impact in that it would accelerate collections and tand to reduce the
level of noncompliance. The estimated additional social security trust
fund revenues from this proposal are $166 million in fiscal year 1981
rising to $333 million in fiscal year 1985. The total budgrtary impact
of the proposal in fiscal year 1981 is an increase of $0.8 billion in
revenues.

MONTHLY RETIREMENT TEST PROVISIONS

The 1877 Social Security Amendments generally eliminated the
monthly exception to the social security retirement test. Under the gen-
eral retirement test rules, social security benefits for persons under age
72 are reduced when annual earnings excced a certain amount ($5,000
in 1980 for persons age 65-71). Prior to the 1977 amendments, there
was & monthly exemption under which full benefits were paid for any
month in which an individual did not have substantial earnings (more
than 1/12 of the annual exempt amount) and did not engage in sub-
stantial self-employment activity.

The objective of the 1977 amendment was to preveat situations in
which two individuals with the same annual earnings would receive
different amounts of benefit payments solely because one individual
had the earnings spread evenly throughout the year while the other
had his earnings concentrated in some portion of the year. The amend-
ment was made in a manner, however, which also had several other,
apparently unintended, effects. For example, individuals who had
previously made use of the monthly exception and subsequently re-
tired after 1977 were denied benefits for the entire year of retirer.ent
even if they retired in September or October. Similarly, persons
receiving benefits as children during the first half of the year
who later graduated and went to work could be required because of
their subsequent earnings to repay the benefits they had received from
January through June. The new law also caused a benefit loss for
retired insvrance zgents and other retired self-employed persons on
the basis of their receiving certain types of deferred earnings such as
renewal commissions.

The House of Representatives during the last session passed legis-
lation, H.R. 5295, designed to modify the impact of this change in the
law. This bill which is now pending in the Finance Committee would
have a significant budgetary impact as indicated in the table below.
The fiscal 1981 impact is shown on Chart 6 as $0.1 billion on the
assumption that all or part of the first-year impact would be deferred
to fiscal 1981.
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OASDI COST ESTIMATES FOR A BILL MODIFYING THE RETIREMENT TEST
MONTHLY MEASURE—H.R. 5295 AS PASSED BY THE HOUSE OF REPRESENTA-

TIVES, FISCAL YEARS 1980-85
{In miilions}

Additional OASDI benefit ments
in fiscal years 1986-83’

Provision 1980 1981 1982 1983 1984 1985

1. For persons receiving mother's or chiid's

benetfits, provide for application of monthly

measure in year in which entitlement to

such benefits is terminated................ $25 $26 $29 $31 $33 336
2. Provide that an individual apleing for med-

icare at age 65 does not also have to apply

for retirement benefits at the same time..? =5 1 3 7 10 13
3. Exclude all self-employment deferred in-

come earned prior to entitlement......... 24 12 14 15 16 17
4. For all beneficiaries, provide for application

of monthly measure in the 1st year after

1977 in which a *‘nonwork’ month occurs. 50 8 2 O o ®

Total for H.R.5295.................... 94 47 48 53 £9 66

1 Payments in 1980 include all additional benefits for months prior to 1980.
b 3 Tr'\_ou.ostimated initial reduction in benetits is due to later filing of applications for QASI
enefi
3 Less than $500,000.
NOTES

1. Tglo estimates for each provision reflect the effects of the provisions that precede it in

table.
2. The bill is assumed to be enacted in February 1980. '
3. The above estimates are based on the assumptions in the President’s 1981 budget.

Source: Social Security Administration, Otfice of the Actuary, Jan. 29, 1980.
OTHER PROPOSALS

Tax relief—Despite the projections for the trust funds as shown
in chart 4, there has been concern over the impact of social security
tax increases becoming effective in 1981. This concern was reflected
in the Committee’s inclusion in the windfall profit tax legislation
(H.R. 3919) of a Taxpayer Trust Fund designed to set aside suffi-
cient revenues to offset the approximately $18 billion 1981 social se-
curity tax increase (including $11 billion in fiscal 1981). The Com-
mittee action on H.R. 3919 left for future resolution the question of
whether any such tax relief would be in the form of a reduction in
social security taxes or in some other form (such as the method used by
Congress in 1978 of offsetting reductions in income taxes). In view of
the adverse condition of the trust funds over the next several years, a
reduction in social security taxes would necessitate some other action
to assure that the trust funds would be able to meet their benefit obli-
gations. In other words, benefits would have to be reduced or some
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other source of funds would have to be provided or there would have
to be some combination of reduced benefits and new funding sources.
Benefit reduction proposals.—A number of proposals have been con-
sidercd at various times to reduce benefit costs. Among these are the
phasing out of benefits for children aged 18-22 who are in school,
limiting the aggregate benefits payable under social security and other
public programs, particularly in the case of disability programs, and
- slowing the future growth of the social security program.
. Other revenue sources.—Benefit reduction proposals, if enacted,
could result in significant savings to the program. However, such pro-
posals tend to be drawn in such a way as to minimize the impact on
persons already on the benefit rolls and on those who are very close to
the point of eligibility. As a result, the early year savings are fre-
quently much less than the long-range savings. Consequently, it is
likely that any significant reduction in present law payroll-tax reve-
nues would have to be coupled with some new revenue sources at least
over the next few years. One source of new revenues would be the in-
clusion in the prograin of groups presently exempt from social se-
curity coverage—primarily public employees and employees of non-
profit organizations. (A study of the feasibility of such an approach
was commissioned by the Congress in the 1977 Amendments.) There
has also been some discussion in recent years of the possibility of estab-
lishing a value-added tax which would substitute, in part at least, for
social security tax revenues. Another proposal has been to divert all
or part of the payroll tax which now supports the Medicare program
of hospital insurance to the cash benefits program. To the extent that
this was done, either the costs of that program would have to be met
through another form of increased taxes, or the Federal deficit .would
be increased.

Coordination of disability benefits—As indicated above, the Presi-
dent’s budget includes a recommendation for tightening the applica-
tion of the existing-law workers’ compensation offset provision. In its
consideration of the pending disability legislation (H.R. 3236), the
Committee indicated an intention to review the possibility of broaden-
ing that provision to apply to other types of public disability pro-
grams. The Committee requested the General Accounting Office to con-
duct a review of this matter and indicated an intent that hearings be
held this year on possible legislative changes designed to coordinate
the overall benefits provided under all public disability programs with
a view to preventing situations in which total benefits exceed the

worker’s predisability net earnings.
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CHART 7

Welfare Programs for Families
(dollars in billions)
Present laws FY1980 FY1981
: ilies with dependent
Agim‘mf:re payments $6.3 %69

Child administration 07 08
ild su :
flecti -07 -09
m shar':nosf: collections -03 -04
administrativecosts (03 03
Work Incentive Program 04 04
P d legislation in
P Bresidests budgst
Limit work expense deduction  #  -(.1
Child support changes * -0d
Other proposals * *
Welfare reform - +08
Senate-passed legislation:
H.R.3236, H.R.3434 -04 -02

* less than $0.05 billion
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Chart 7

Welfare Programs for Families

AFDC.—The budget submitted by the President in January esti-
mates that the costs of benefits and administration under the aid to
families with dependent children (AFDC) and certain other related
programs will be $7.1 billion in fiscal 1980 and $7.7 billion in fiscal
1981. Included in the total shown for AFDC are expenditures for
adult assistrace in Guam, Puerto Rico, and the Virgin Islands, emer-
gency assistance for families, and aid for certain repatriated American
nationals.

{In millions of dollars]

Fiscal year—

1980 1981
Federal costs:

AFDCpayments........................... 6,300 6,864
Adult assistance in U.S. territories. .. .. ... 4 4
Emergency assistance............. e 43 46
Aid to repatriated nationals......... e 1 1
Totalbenefits........................... 6,348 6,915
State and local administration............ .... 748 812

Child support.—The child support enforcement program (title
IV-D of the Social Security Act) is aimed at helping children in
securing 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—
1980 1981
Child support collections:
Totalcollections. . ............ . ... .. ... ... 715 858
Federalshare......... ... .. ... ... ... .. 293 352
State and local administration:
Totalcosts. . ...... e 374 413

Federalshare............ ... ... ... ... ... 280 310
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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 result
of the child support program. The program will serve some 581,000
AFDC famiiies and 534,000 non-AFDC families in fiscal year 1980,
and 639,000 AFDC families in 1981.

WIN.—Also closely related to the AFDC program is the work incen-
tive (WIN) program which is aimed at enabling AFDC families to
become self-supporting through employment. The budget submitted in
January recommends funding for this program at a level of $385 mil-
lion in fiscal 1981. This is $20 million above the level of funding that
was provided for this program in fiscal 1980 but is the same as the fiscal
1979 funding level. The administration estimates that about 280,000
WIN registrants will be placed in jobs in fiscal 1981 with resultant
welfare grant savings of $560 million.

PROPOSED LEGISLATION

The President’s budget contains a number of legislative proposals
for changes in existing welfare programs. These changes relate to:
(1) limiting the earned income disregard; (2) disallowing the dis-
regard when income is not timely reported ; (3) prorating AFDC bene-
fits to take account of the contribution toward shelter costs made by
household members who are not themselves recipients of AFDC; (4)
several child-support program modifications; and (5) increased Fed-
eral funding for welfare costs in Guam, Puerto Rico, and the Virgin
Islands. These proposals have already been considered by the commit-
tee in this Congress and been approved by the Senate (with modifica-
tions) in legislation now awaiting conference action. The savings
impact of these two bills (H.R. 3434 and H.R. 3236) as estimated by
the Congressional Budget Office at the time the bills were reported is
shown in the following table.
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PROVISIONS OF SENATE-PASSED BILLS WITH FISCAL IMPACT
ON WELFARE PROGRAMS FOR FAMILIES

Fiscal year
1980 1981
H.R. 3236 provisions: .
Matching for antifraud activities.......... +11 +-23
IRS child support collections for non-
welfare families. . ... .. e -6 -5
Access to wage information for child sup-
port purposes........................... -6 -6
Matching for certain court personnel
costs for child support.............. e +1 +2
AFDC management information matching. +4 +17
H.R. 3434 provisions: _
Limitation on AFDC foster care matching. -5 -3
Child suppert matching for nonwelfare
families. ...l ' +47 -3
Limit disregard of earned income in cal-
culating AFDC benefits............. ... .. -110 —184
Disallow disregard for earnings not re-
portedtimely............................ -11 -19
Consider stepparent's income in calcu-
lating AFDC benefits.................... -21 -34
Consider ineligible household member's
contribution to shelter costs in calcu-
lating AFDC benefits. ................... -19 —60
Provide increased matching for welfare
programs in territories......... ... ... ... +52 +52
Total budgetary impact on welfare
programcosts. ............... ... . ... —63 -220

1 Includes $50,000,000 which has now been enacted as Public Law 96-178.

Welfare reform.—Legislation pending before the Committee in-
cludes the House-passed welfare reform bill, H.R. 4904. The Presi-
dent’s budget includes as a contingency $850 million for the imple-
mentation of welfare reform legislation. Several members of the Fi-
nance Committee have sponsored legislation involving a different ap-
proach to welfare reform which would replace the current cpen-
ended Federal matching of the State costs for Aid to Families with
Dependent Children with a Federal block grant system. The bill in-
cludes both fiscal relief for States and funding for increased benefits
in low per capita income States. The measure also includes a five-year,
eight-State demonstration project to test the State’s ability to create
their own family welfare program as an alternative to AFDC without
regard to Federal requirements and limitations.
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CHART 8

Social Services
dollarsin billions)

FY1980 FY1981

Present law:
Basic grant program $25 925
(title XX)

Child welfare services 0.1 o1
Training 0.1 0.1
Proposed legislation in
%iesident’s budget:
Increase in child welfare +01 +01 -
services
Permanent increase in +04 +04
title XX ceiling
H.R 3434:
Title XX ceiling 102 +04

Child welfare services - +0.1
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Chart 8
Social Services

In addition to cash benefit programs and medical assistance, the
Social Security Act includes several provisions which make Federal
funding available for social services programs. The largest such pro-
gram is the title XX social services program, but funding is also
provided under a separate child welfare services program, and reha-
bilitative services for disabled SSI recipients (both children and
adults) are funded through that program. Also closely related to the
social services programs is funding authority for the training of
social workers and other State and local welfare personnel and for
certain research progran 3,

Under title XX of the Social Security Act, States providing social
services such as child care, family planning, and homemaker services
to welfare recipients and other low-income persons are entitled to
claim Federal matching grants for such expenditures. For most serv-
ices $3 in Federal funding under this program is available to match
cach $1 of non-Federal funding; however, Federal funding is subject
to an overall annual limit of $2.5 billion allocated on a population
basis. In fiscal year, 1979 an additional $400 million in Federal fund-
ing was available under a provision included in the 1978 tax-cut bill,
Public Law 95-600. As of October 1, 1979, the ceiling has reverted to
$2.5 billion pending completion of conference action on further leg-
islation, as described below.

Under title IV-B of the Social Security Act, grants to the States
are authorized for the purposes of providing child welfare services.
Again, a wide variety of scrvices come under this general heading but
a major activity involves services related to adoption and foster care.
The child welfare services authorization is $266 million but the ap-
propriation has always been well below that level.

PROPOSED LEGISLATION

Basic title XX program.—The President’s budget proposes to re-
store the 1979 $2.9 billion funding level for the title XX services pro-
gram in both fiscal year 1980 and fiscal year 1981. Legislation related
to this program has alreadv been passed by the Senate and is now
pending in conference (H.R. 3434). The Senate version of the bill
would set the title XX ceiling at $2.7 billion in fiscal 1980, $2.9 bil-
lion in fiscal 1981, with increases thereafter of $0.1 billion per year up
to a maximum of $3.3 billion for fiscal 1985 and thereafter. (The House
version of the bill would raise the ceiling to $3.1 billion in and after
1980.)
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Although the Scnate-passed bill incorporated a $2.7 billion title
XX ceiling for 1980, the Finance Committee subsequently reported a
budget allocation which assumed a $2.9 billion level. (To achieve that
level, however, cost reductions were assumed in other programs. These
cost savings items have been approved by the committee but many of
them have not yet been passed by the Senate. )

Child welfare sercices—The President’s Budget proposes an ap-
propriation of $56.5 million for the existing law child welfare services
program. This is the same amount as has been appropriated in recent
years. However, the budget indicates that a supplemental appropria-
tion will be submitted for an additional $62,850,000 in fiscal 1980 and
$107,050,000 in fiscal 1951 to implement the changes in this program
under the legislation (H.R. 3434) which is now pending in confer-
ence. Under the Senate version of the bill, the program would be
changed to advanced funding so that any additional amounts appro-
priated in fiscal 1980 would first become available for expenditure in
fiscal 1981.

T ruining.—Funds expended by States to train persons employed in
the States’ title XX services program (or to pay for the education
of persons preparing for such employment) are eligible for Federal
matching at a 75 percent matching rate. The statute is written as an
open-ended entitlement which is not subject to the $2.5 billion ceiling
on other title XX costs.

Despite the entitlement nature of this program, the fiscal 1980 ap-
propriations action intentionally limited funding to $75 million, an
amount not suflicient to provide the full 75 percent Federal match.
H.R. 3434, as passed by the Senate and now pending conference ac-
tion, would establish a fiscal year 1980 limit equal to 4 percent of each
State’s title XX ceiling with a guarantce that funding would not be
reduced below fiscal 1979 levels. The bill does not address 1981 in the
expectation that further legislation would be considered for years
after 1980.

The President’s budget proposes to accept the $75 million level for
fiscal 1980 (except that a $14 million supplemental appropriation is
requested to cover prior year claims). This compares with the approxi-
mately $124 million that would be needed to provide the full 75 per-
cent Federal match (including prior year claims).

For fiscal year 1981, the President proposes a level of $116 million,
representing a proposal to set each State’s limit on Federal funds for
training at 4 percent of its title XX services ceiling.
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CHART 9

Unemployment Compensation
ollars in billions)
FY1980 FY1981

PRESENT LAW —_—
Unemployment trust fund:

income 72 $19.4
Outgo 158 185
~ Netchange +4 +06
End-of-year assets 165 17.4
Federal funds:

Advances to trust funds -09 -04
Trade adjustment assistance 04 04
Federal employee benefits 05 06

PROPOSED LEGISLATION
Increase trade adjustment 401 +02
assistance (H.R 1543)
H.R4612:
Modify pension offset +04 +0.
Cost saving provisions -03 -02
H.R 4007 (State loans)** -- 02

*less than $0.05 billion
*kamount shown is revenue loss
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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) and the extended
benefits program which, in times of high unemployment, provides an
additional 13 weeks of benefits which are 50 percent federally funded.
(The emergency unemployment compensation program, which pro-
vided benefits beyond the 39th week has now expired and the extended
benefits program is now operating in only 3 jurisdictions: Alaska,
Michigan, and Puerto Rico). Federal funds in the trust fund come par-
tially from the Federal share of the unemployment payroll tax and
partially from repayable general revenue advances to cover any inade-
quacies in the payroll tax. The unemployment trust fund also covers
State and Federal administration costs.

When Federal 2nd State tax collections are insufficient to meet bene-
fit costs in the short run, the Federal unemployment trust fund is
authorized to borrow from the general fund of the Treasury with the
advances being subject to later repaymient. Because of heavy levels of
unemployment in the mid-1970s, substantial advances to the trust fund
from the general revenues have been required. However, with economic
improvement and certain unemployment tax increases enacted in 1976,
the trust fund has been able to begin repayments. A repayment of $0.8
billion was made in fiscal year 1979 and $0.9 billion in fiscal 1980.

The greater part of the unemployment trust fund consists of the
State accounts. Each State imposes a State unemployment tax on em-
ployers in the State. The proceeds of this tax are used ‘o pay for reg-
ular State benefit costs and half of any extended benefit costs. States
are required to maintain the proceeds of State unemployment taxes
in accounts held by the Federal unemployment trust fund and may
expend from those accounts only for purposes of making benefit pay-
ments. Even though these are State funds, they are reflected in the
Federal budget since they are held by the Treasury. To a considerable
extent, therefore, the existence of surplus or deficit in this portion of
the Federal budget depends upon State action in setting tax rates and
benefit levels.

There are also certain unemployment programs furded from gen-
eral revenues outside the trust fund. One such program provides
special additional assistance to workers who become unemployed
because their employers’ businesses decline in the face of increased
imports. (A related Trade Act provision authorizes adjustment assist-
ance for firms and communities. The President’s budget recommends
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funding for these programs at a fiscal 1981 level of $98 million in
budget authority plus about $180 million in loan guarantee authority.)
Unemployment benefits are also provided at Federal general revenue
expense for former Federal employees and ex-servicemen.

Proposed legislation—The committee has reported to the Senate
two bills which would modify unemployment compensation programs.
H.R. 1543, which amends the trade adjustment assistance program:

1. To broaden the coverage of workers and firms who may be
eligible for trade adjustment assistance benefits;
2. To increase certain trade adjustment assistance benefits to
workers and firms;
3. To accelerate the certification process and provision of bene-
fits to workers and firms; and .
4. To encourage more effective programs by authorizing indus-
trywide studies and increased technical assistance.
At the time the bill was reported in October 1979, it was estimated to
result in increased program costs of $145 million for fiscal 1980 and
$174 million for fiscal 1981.

The committee also reported H.R. 4612 with several amendments
related to the unemployment compensation program. The provisions
of this bill and estimated budgetary impact are as shown below:

(in millions of dollars]

Fisca! year—
1980 1981

Elimination of national trigger for extended

benefit program........ e ... =300 —
Permit States to set optional extended benefit

trigger at any insured unemployment rate at 5

_percentor higher............. R -10 90
Limit unemployment for exservicemen to those

with at least 1 yr of service. .. .......... e -25 =35
Encourage States not to provide benetits for

first week of unemployment.................. -10 =20
Provide incentives for Federal agencies to contest

im{:rof;f:er benefit claims by their employees. ... 0 -10
Limit offset for pension payments to pensions

based on recent employment................... +50 490

Source: CBO estimate of H.R. 4612, as reported.

In addition to the legislation which has been reported by the com-
mittee relative to unemployment compensation programs there is
pending in committee a House-passed measure dealing with the re-
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payment of loans made to the States by the Federal accounts in the
Unemployment Trust Fund. Under permanent law, States may receive
interest free loans if their own accounts are inadequate to meet benefit
obligations. Unless those loans are repaid within a period of approxi-
mately 2 yeais, however, the effective Federal tax rate on employers
in the State is increased to recoup the loan. Because of heavy borrow-
ing in recent years, a three-year additional deferral of the recoupment
provision was enacted. However, that provision has now expired and
several States face increased tax rates. H.R. 4007, as passed by the
House, would permit States to continue to defer repaying the total
loan provided that they repaid at least as much as would be generated
by the increased tax. Since the increased tax represents true additional
revenue to the Federal budget while a repayment is an intrafund trans-
action between the State and Federal accounts in the trust fund, the
bill would result in a revenue loss. At the time the bill was reported
in the House, the revenue loss was estimated at $400 million for 1981
rising to $789 million by 1984. Because a number of States have now
repaid their loans in full, the revenue loss would be less—approxi-
mately $195 millior. for fiscal 1981.
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CHART 10

Health Programs: Existing Law
(dollars in billions)

Medicare trust funds:

Hospital insurance:
Income
Outgo
Net increase
Supplementary medical
insurance:
Income

Outgo

Net increase

Federal fund payment to
Medicare trust funds

Medicaid
Maternal and child health

FY1980 FY1981

%255 9325
232 265

23 60

104 125
103 121

01 04
80 96

141 155
04 O4
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Chart 10
Health Programs: Existing Law
MEDICARE

Benefit and administrative outlays under medicare are estimated for
fiscal year 1981 at $39.1 billion. Of this amount, benefit payments ac-
count for $38.0 billion. This represents an increase of 16 percent over
the fiscal year 1980 benefit payments of $32.8 billion. The primary
factor accounting for the increase is inflation in medical care costs

Hospital insurance expenditures generally account for about 70 per-
cent of the medicare benefit payments. In fiscal year 1981, $27.0 bil-
lion in outlays (including $26.5 billion in benefit outlays) are estimated
under Part A (hospital insurance). Part B, the supplemental medical
insurance program, will account for outlays of $12.1 billion (of which
$11.5 billion is benefit payments).

Income to the trust funds in fiscal year 1981 is estimated at $45 bil-
lion, an excess over outlays of $5.9 billion. Federal payments from
general revenues to the trust funds for fiscal year 1981 are $9.6 billion.

MEDICAID

Total Federal-State medicaid costs for fiscal year 1981 are projected
under present law to be $27.5 billion, of which the Federal share is $15.5
billion. Of the Federal amount, $14.7 billion represents payments for
benefits, with the remaining $0.8 billion going for administrative costs.
This represents an increase in total Federal outlays of 10 percent over
fiscal year 1980.

States match Federal expenditures under the medicaid program,
with total State expenditures accounting for approximately 45 per-
cent of total program costs. In fiscal year 1981, State medicaid costs are
estimated to be $12 billion, up from $11 billion in fiscal year 1980.

MATERNAL AND CHILD HEALTH

The budget includes $394 million for the maternal and child health
programs for fiscal year 1981, $14 million more than for fiscal 1980, Of
the 1981 outlays, $313 million is for formula grants to the States, with
the remainder supporting project grants, sudden infant death pro-
grams and research and training related to maternal and child health.
The formula grant request represents an increase of $13 million over
the fiscal year 1980 appropriated amount of $300 million.
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CHART 11

Medicare Trust Funds

Under Present Law
(dollars in billions)

FY1081 FY1982 FY1083 FY1084 FY1965

Hospital

Insurance:

Income $325 $389 %44.3 $500 %573
Outgo 265 303 345 3u3 448

Net increase 60 86 98 107 125
E:ds:gvear 2117 303 402 508 634

Supplementary

Medical

Insurance:

Income 125 149 173 199 228
Outgo 124 143 166 192 220

Netincrease 04 06 0.7 07 08
End-of-year 54 60 67 74 83

assets



Chart 11
Medicare Trust Funds—Under Present Law

This chart shows the status of the two medicare trust funds in
each of the next 5 fiscal years. The data in this chart are based on
current law. The outlay figures for 1981 assume that certain regula-
tory changes made administratively will save $0.7 billion, primarly
in hospital reimbursement modifications.

It should be noted that existing tax rates are not sufficient to
finance the hospital insurance program over the long term. In the
absence of the regulatory changes proposed in the budget, the hospital
insurance trust fund will be completely exhausted in about 1992, If
the regulatory changes are made and are fully eflective, the fund will
be exhausted at a somewhat later date.
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CHART 12

Health Programs: Proposed Changes

(dollars in billions)
. , EY1980 FY1981
Presidents budget:
MEDICARE:
Hospital cost containment - -¥0.7
Nursing cost differential - =02
Cost sharing forworkingaged - -02
Other changes - *
M(E:EICAI D:
ild health assurance
program * 404
Coverage of clinic services - +0.1
Hospital cost containment - -04
Other changes PEEY

*Less than £0.05 billion



Chart 12
Health Programs: Proposed Changes

Medicare.—As in the budget for 1978, 1979, and 1980, the admin-
istration proposes to limit increases in total revenues of non-Federal
hospitals. This reduction would result in a decrease of $680 million
in medicare expenditures in fiscal year 1981. To achieve these reduc-
tions, the proposal would apply caps to increzses in hospital spending.

The staff believes that it is unrealistic to expect enactment of the
proposed hospital cost containment legislation. The administration’s
proposal was tabled by the committee on July 12, 1979, and rejected
by the House of Representatives on November 15, 1979.

The administration again proposes legislation that would require
cmployers with elderly employees, and the elderly self-employed,
to share with the Federal Government the cost of hospital insurance.
This proposal, estimated to reduce costs by $170 million, was con-
sidered and rejected by the House Committee on Ways and Means.

Medicaid.—The President’s budget proposes legislation to expand
and improve the early and periodic screening, diagnosis, and treatment
(“EPSDT”) program under medicaid. The proposed expansion is
the Child Health Assurance Program (CHAP). Less costly legislation
with similar objectives was approved by the Finance Committee last
year. Outlays under the administration proposal for fiscal year 1981
are estimated to be $403 million, as compared to $229 million under the
committee-approved bill.

Staff conmunent—Despite differences in content and, in certain
cases, the basis for estimating cost effects, the legislation that the
committee has reported would achieve savings for fiscal year 1981 of
approximately the same order of magnitude as the administration
budget proposes. S. 1204, related to the establishment of a Child
Health \ssessment Program (CHAP) and to medicaid matching for
the territories, would increase Federal outlays by $261 million in fiscal
year 1981. H.R. 934, the Medicare-Medicaid Administrative and Re-
imbursement Reform Act, would reduce Federal spending in fiscal 1981
by $882 million. The net impact of the committee’s two bills is, there-
fore, to reduce costs for fiscal year 1981 by $621 mill.on as compared
to $760 million under the administration’s budget.
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CHART 13

(dollars in billions)
FY1980 FY1981

Revenue sharing
General revenue sharing:

Present law $6.9 -

Comimittee budget -

Admi cistrat:me ation . %6.0
min ion|on proposed .

Countqr lical revenue
(o} s

Pending legislation 03 10

Administrati
At o on 03 10

Interest
(Committee decisions on
(Grmities dociimg o 63.3 672
determine estimate)
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Chart 13
Revenue Sharing; Interest on the Publie Debt

GENERAL AND COUNTERCYCLICAL REVENUE SHARING

General revenue sharing has become a central feature of the Federal
Government’s efforts to assist State and local governments. In 1976,
the Congress approved legislation to extend this program through
S ptember 30, 1980. Under this program, provision has been made for
outlays in each of the fiscal years 1979 and 1980 of $6.9 billion. One-
third of these amounts is distributed to State governments and two-
thirds to local governments. Since the inception of this program total
payments of $52 billion have been made to these governments, cover-
ing calendar years 1972 through 1979. The administration has pro-
posed an extension of the general revenue sharing program for an
additional five years at $6.9 billion per year.

The distribution of funds to States would be contingent upon the
creation of State commissions for the purpose of assessing changes
that can be made to improve the capacity of governments to provide
essential public services. Also proposed are revisions to the local allo-
cation formula to target funds to more needy localities.

The committee has approved an amendment to be offered to reduce
general revenue sharing for State governments for fiscal year 1980 by
$225 million.

Countercyclical revenue sharing, approved in July 1976 and ex-
tended through September 30, 1978 by the Intergovernmental Anti-
Recession Assistance Act, provided for outlays in fiscal year 1978 of
$1.5 billion. Under this program funds were distributed to State and
local governments with high unemployment (exceeding 4.5 percent)
when the national unemployment rate for the two preceding quarters
exceeded 6 percent. This program was not extended beyond Septem-
ber 30, 1978. The administration has proposed enactment of a tar-
geted fiscal assistance program for 1980 and a countercyclical fiscal
assistance program to provide general purpose funds to needy State
and local governments when national unemployment is 6.5 percent or
more.

Proposed outlays for targeted fiscal assistance would be $250 mil-
lion in 1980 and $1.0 billion in 1981.

The Senate has approved S. 566 which provides targeted fiscal
assistance to fiscally distressed local governments for fiscal year 1980.
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As approved by the Senate, the targeted fiscal assistance program
would authorize $340 million to these units of government during
fiscal year 1980. The measure also includes a countercyclical assist-
ance program which would authorize the distribution of up to $1
billion. These funds would be distributed if national unemployment
were to reach 6.5 percent for any calendar quarter in fiscal year 1980.

The House of Representatives has amended this measure and has
authorized the distribution of $200 million of targeted fiscal assist-
ance for fiscal year 1980 and has proposed an anti-recession fiscal
assistance program triggered by two consecutive calendar quarters
in which real wages and salaries and real GNP declined.

INTEREST ON THE PUBLIC DEBT

Budget outlays for interest on the public debt are estimated in the
President’s budget to rise from $73.3 billion in fiscal year 1980 to a
level of $79.4 billion in fiscal year 1981. These projected increases
result from the financing of budget deficits for each of these years
and from Federal borrowing to finance off-budget Federal entities.
When the committee has completed its decisions on revenues, expendi-
tures, and the budget deficits, the appropriate interest figures can be
calculated.

It should be noted that this year’'s budget assumes that interest rates
will decline as the rate of inflation falls. The interest outlay estimate
therefore assumes the 91-day bill rate will decline gradually from
12.0 percent, the prevailing rate at the time the estimates were made,
to an average of about 10.5 percent in calendar year 1980 and 9.0
percent in calendar year 1981.

BUDGETARY TREATMENT OF REFUNDABLE CREDITS

In previous years, refundable tax credits were treated in their en-
tirety as revenue reductions for purposes of the congressional budget
process. This treatment has no impact one way or the other on the
total budgetary surplus or deficit but was of some procedural im-
portance since refundable tax credits are dealt with in the context of
revenue legislation which follows somewhat different Budget Act
procedural requirements than expenditure legislation. Starting with
the last Congress, however, the budget procedures were modified to
treat the refundable aspects of tax credits as “expenditures” rather
than as revenue reductions. For purposes of this document, however,
the budgetary aspects of refundable tax credits are discussed in the
context of the other revenue items to which they are related. The only
significant refundable tax credit item for fiscal 1981 is the earned
income tax credit discussed in connection with chart 14. '
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CHART 14

Revenues: Present Law
(dollars in billions)

FY1980 FY1981
Individual income tax*  $239.1 $2749
Corporation income tax 733 748
Social insurance taxes 1622 1869

Excise taxes 185 180
Estate and gift taxes 58 39
Customs duties 76 84
Other revenues 109 121

TOTAL 5174 5810

*The refundable part of the earned income tax credit
(not reflected in these numbers) involves ‘outlays’ of

#1.7billion in FY1980 and $1.6billion in FY 1981
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Chart 14

Revenues: Present Law

Federal revenues are in large part composed of receipts from income
and payroll taxes. The administration budget estimates that in fiscal
year 1980 these revenues will yield a total of $517.4 billion under
present law. For fiscal year 1981, the administraetion budget projects
a revenue yield of $581.0 billion under present law.

Income tax paid by individuals are estimated to amount to $274.9
billion for fiscal year 1981. Revenues from this source, which account
for the largest single source of Federal revenues, will amount to 47.3
percent of total Federal revenus.

Income taxes paid by corporations are estimated at $74.8 billion for
fiscal year 1981.

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 expected to total $186.9
billion. Receipts from these sources will account for approximately
32.2 percent of the total Federal revenues.

Excise taxes imposed on selected commodities, services, and activi-
ties are expected to provide $18.0 billion during fiscal year 1981.

Estate and gift taxes imposed on the value of property held at
death and inter vivos transfers of property are projected to produce
$5.9 billion.

Customs duties, levied on imports, are anticipated to raise $8.4
billion.

Other taxes and miscellaneous receipts are expected to total $12.1
billion.

Cash management.—The administration has proposed several ini-
tiatives to require taxpayers to make income tax payments closer to
the time when tax liabilities are incurred, to require employers to
deposit taxes withheld from employees on a more timely basis, and
to accelerate the payment schedule of customs duties and tobacco excise
taxes. It is estimated that these cash management initiatives will in-
crease receipts by $3 billion in 1981.

Employer deposits of tazes—Under current law, the times at which
withheld income and payroll taxes and the employer’s share of pay-

“roll taxes must be remitted to the Treasury depend on the amount

57-667 0 - 80 -
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of such taxes withheld by the employer. The larger the accumulated
taxes, the sooner they must be paid. The proposed changes, which
can be accomplished by administrative action would accelerate the
deposits by large employers. At the same time, the changes would
give relief to about 550,000 very small employers (quarterly with-
held taxes of less than $1,000), who would pay their entire liability
in one quarterly payment; and the frequency of required deposits
would be reduced for an additional 980,000 employers. Employers with
quarterly withheld taxes of $1,000 to $13,000 would be required to make
only one deposit per month. These changes, which would be phased
in during calendar years 1981 and 1982, are expected to increase receipts
by $2.6 billion in 1981, $1.8 billion in 1982, and $600 million in 1983.

The administration is also proposing to accelerate the collections of
customs duties and tobacco excise taxes beginning in 1981. Importers
and brokers currently have 10 days to submit customs duties after they
have been collected. The collection of tobacco excise taxes from large
manufacturers could also be accelerated. Currently, these taxes are
due within 15 days after each semimonthly collection period. The re-
vised regulations would require payment within 3 days after each
weekly collection period. These changes, which can be accomplished
by administrative action, will increase receipts by $400 million in 1981,
but will have no significant effect on receipts in subsequent years.
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CHART 15

Revenues: Proposed Legislation
(dollars in billions)

FY1980 FY1981

President’s budget:

Individual taxes:
Energy tax credits,etc. 504  -#.1
Estimated tax payments - +0.1
Tax-exempt housing bonds - +02
Independent contractors - +0.6
Corporation taxes:
Energy tax credits, etc. -20 -60

Foreign tax credit (il and
gasge.:b*action income) 09 +07
Estimated tax payments - +14
Tax-exempt housing bonds +01 +07
Social insurance taxes:

Railroad retirement taxes - 403
Excise taxes:

Windfall profits tax +7.7 +209

Airport and Airway Trust Fund - +1.1
Other:

Oil and hazardous substances -  +02

e Allowance for minor bills -1 -01



Chart 15

Revenues: Proposed Legislation

The administration’s proposed budget contains several tax propos-
als which will have their initial impact during fiscal years 1980 and
1981.

Windfall profi¢t taz.—The President has by Executive Order pro-
vided for the phased decontrol of domestic oil prices beginning June 1,
1979, and ending with the expiration of price control authority on
September 30, 1981. As part of the decontrol program, a windfall
profit tax on domestic producers of crude oil was proposed. Several
energy tax credits and a change in the existing foreign tax credit on
oil and gas extraction were also proposed. These proposals, are esti-
mated to result in a net increase in receipts of $6.2 billion in 1980 and
$14.4 billion in 1981.

The windfall profit tax was proposed to become effective January 1,
1980. Because the proposed windfall profit tax is an excise tax, it is
deductible for income tax purposes. The reduction in income tax
revenues which results is included under “Energy tax credits, etc.”
and is estimated to be $300 million for 1980 and $700 million for 1981.

The House and Senate have passed their own versions of a windfall
profit tax; differences between the two are being resolved by a Confer-
ence Committee. It is anticipated that a windfall profit tax will be
enacted early in 1980.

Energy taz credits.—The proposed energy program includes several
income tax credits to stimulate the conservation and production of
energy. These credits are estimated to reduce receipts by $100 million
in 1980 and $300 million in 1981.

Individuals’ payments of estimated taxzes.—Under current law, in-
dividuals whose tax liabilities exceed withheld taxes by $100 or more
are required to make estimated tax payments 4 times a year. Gen-
erally, so lcng as estimated tax payments plus withheld taxes exceed
80% of tax liabilities shown on the tax return, no penalty is imposed.

Taxpayers who make estimated tax payments would be required
to increase the minimum percentage of liabilities to be met by with-
held and estimated payments from 80 to 85%. The amount by which
liabilities must exceed withheld payments before estimated payments
are required would be increased from $100 to $300 and the penalties
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for underestimation of tax when estimated tax payments are not re-
quired would be eliminated.

These proposed changes are estimated to increase receipts by $100
million in 1981; $300 million in 1982, and %100 million in 1983.

Beveision of tax-exermpt status for certain mortgage bonds.—The
administration intends to propose legislation to limit the use of funds
from tax-exempt bond issues for mortgage financing to low and mod-
crate income families or to other narrowly targeted public policy
ubjectives.

The administration supports legislation to ban the use of tax-ex-
empt bonds for owner-occupied housing. The ban would apply to such
bonds issued after April 23, 1979, with exceptions allowed for bonds
in process as of that date. The administration is also proposing to re-
strict the use of tax-exempt bonds for multifamily housing to projects
in which at least 20 percent of the residents qualify as low-income
under present HUD definitions.

This proposal is estimated to increase receipts by $100 million in
1980, $800 million in 1981, $2.5 billion in 1982, and $5.2 billion in
1983.

Energy tax credits.—The proposed energy program includes several
tax credits for businesses as well as individuals. These credits are to
encourage conservation of energy and the production of energy from
oil shale. tight sands, Devonian shale, coal seams and geopressured
brine. These credits, as well as the deduction for the windfall profit
tax for corporate income tax purposes, are estimated to reduce receipts
by $2.0 billion for 1980 and $6.0 billion for 1981.

Foreign tar credit on oil and gas extraction—The administration
has proposed legislation to limit any offset against U.S. taxes for for-
eign taxes on oil and gas extraction income to only U.S. taxes on that
income rather than U.S. taxes on all foreign source income, This pro-
posal is estimated to increase receipts by $900 million in 1980 and $700
million in 1981, 1982 and 1983.

Corporation income taxr payments.—Corporations are generally re-
quired to pay 80% of their corporate income tax liability through
estimated tax payments. For corporations that keep accounts on a
calendar year basis, the estimated tax payments are due on the fifteenth
of April, June, September, and December. The remainder of the tax
liability is due in two equal installments after the close of the year,
payable on March 15 and June 15.

The required level of estimated tax payments has several excep-
tions. A major one is that corporations can make escimated payments
on the basis of the previous year’s tax liability. Thus, a corporation
with a loss in the preceding year need not pay estimated tax.
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The Administration proposes legislation to raise the required level
of estimated tax payments from 80 to 85% and to require corporations
with calendar year accounting to pay the liability remaining at the end
of the year in a single payment due on March 15.

The administration would also modify the provision that allows cor-
porations to make estimated payments on the basis of the prior year’s
tax liability. Large corporations would be required to make estimated
payments that are at least 60% of the current year liability, if that
amount exceeds the prior year liability.

In addition, estimated corporate tax payments would be made on
the first of the month rather than the 15th. This would be achieved by
accelerating two of the estimated payments by one-half month and by
delaying the other two by one-half month.

These changes would be phased in during calendar years 1981 and
1982 and are estimated to add $1.4 billion to receipts in 1981, $3.4
billion in 1982, and $1.4 billion in 1983.

Railroad retirement.—In order to alleviate funding problems of the
railroad retivement trust fund, increases in the payroll taxes have
been recommended which will become effective January 1, 1981. The
major change will be to eliminate the $1,850 per month ceiling for the
employer contribution of the payroll tax. Receipts in fiscal year 1981
would be increased by $300 million.

Windfall Profit tax.—As noted above, a windfall profit tax has been
proposed by the Administration and approved by both the House
and Senate. Differences between these two versions are being resolved
by a conference committee. The president has estimated that this
excise tax will result in increased excise tax receipts of $7.7 billion
in 1980, $20.9 billion in 1981, $28.4 billion in 1982 and $31.5 billion
in 1983,

Airport and airway trust fund.—Current excise taxes cn airfreight
waybills and air passenger tickets, and certain other taxes, will expire
on July 1, 1980. The administration proposes to continue the ticket
and way bill taxes at their current rates and to change the 7-cents-per-
gallon tax on aviation fuel to a 10-percent ad valorem tax. In addition,
the administration has proposed a new 6-percent tax on new aircraft
and aircraft equipment to become effective on October 1, 1980. The
extension will avoid a reduction of net trust fund receipts of $100
million in fiscal year 1980 and will increase revenues by $1.1 biilion
in 1981.

Oil pollution liability and compensation.—The administration is
also proposing legislation to establish a fund of up to $200 million
to encourage cleanup of oil spills on the Nation’s waterways. A fee
of up to 3 cents per barrel of oil is proposed on oil received at any
U.S. refinery or terminal. The proposal is estimated to increase re-
ceipts by $200 million in 1981.
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Employer social security taz on tips—The administration intends
to propose legislation to become effective January 1, 1981, to require
employer social security tax payments on all tips now subject to
employee social security taxes, This legislation is expected to increase
receipts by a small amount beginning in 1981.

Tazation of foreign investment in U.S. real estate—Most nonresi-
dent foreign investors in U.S. real estate are able to avoid capital
gains taxation when they se]l their investments, This reduction in
receipts results not from any specific exemption, but rather from
opportunities for tax avoidance inherent in current law, The admin-
istration proposes taxing all capital gains realized by foreign inves-
tors on real estate effective January 1, 1980. A withholding mechanism
to aid the enforcement is also proposed. The proposal is expected to
increase receipts by relatively small amounts through 1982, and by
$100 million in 1983.

Withholding on interest paid to foreigners.—Current law requires
a withholding tax of 30 percent on interest (and other payments such
as dividends, rents, royalties, etc.) paid to nonresident foreigners.
The administration proposes to eliminate withholding on all port-
folio interest paid to nonresident foreigners. It is estimated that this
proposal will reduce receipts by relatively small amounts through
1983.

Historic Preservation.—The Tax Reform Act of 1976 provided spe-
cial accelerated depreciation for expenditures to rehabilitate certified
historic structures. The demolition of such structures were made sub-
ject to special tax disincentives. These provisions are scheduled to ex-
pire June 30, 1981 and December 31, 1980, respectively. The admin-
istration proposes a 1-year extension of these provisions and estimates
reduced receipts of relatively small amounts through 1983 as a result
of such an extension.

Other proposals.—A number of tax proposals have been introduced
by various members of the committee. These measures range from
across-the-board tax reduction proposals, which could reduce receipts
by up to $20 billion during the first year, to a host of minor tax
changes which would cut revenues by less than $10 million. Included
in this group of proposed tax changes are such items as a tax credit
for tuition paid to elementary, secondary and postsecondary schools,
a tax credit for contributions to an individual housing account, a tax
credit for charitable contributions, a tax credit for research and devel-
opment expenses, and tax credits for energy conservation and coal
conversion. Deductions have been proposed for charitable contribu-
tions for taxpayers who do not claim itemized deductions, for contribu-
tions to limited employee retirement accounts, for expenses incurred
in reforesting private lands, and for larger and accelerated deductions
for depreciation.
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Exclusions have been proposed for a limited amount of interest
incomse on savings, a limited amount of dividends reinvested under a
qualified dividend reinvestment plan, and the value of employer-
provided day-care and a portion of foreign earned income. Deferral of
tax on the gain from the sale of certain small businesses, deferral of
tax on rollover accounts. repeal to carryover basis for estate tax pur-
poses, reduction oi tax rates applicable to the first $150,000 of corpo-
rate taxable income, restoration of the gasoline tax deduction, inclu-
sion of gains from the sale of agricultural lands along with the sale of
a principal residence in calculating the capital gains exclusion,
changes in the special use valuation rule for farmland, subjecting non-
resident alien investors to capital gains tax on U.S. real property, es-
tablishing an unlimited marital estate and gift tax deduction, increas-
ing the annual gift tax exclusion, increasing the percentage depletion
rate, and the delay or repeal of various revenue rulings and 1IRS
regulations have been proposed.

Other major changes that have been suggested include indexing indi-
vidual and corporate tax rates, the personal exemption, the zero
bracket amount, the basis of capital assets and depreciable assets; per-
mitting heads of household to use the standard deduction available to
married persons, permitting mairied couples with both spouses work-
ing to use the tax rates applicable to single taxpayers, or to claim a
special deduction, and providing a tax credit for certain social security
tax payments.

Allowance for minor tax and tariff bills.—The budget resolutions
set an overall floor on revenues, and this floor is, after the second
resolution, enforceable by point 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 tariff 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 committee has in the past recommended that an
allowance of $0.1 billion for minor tax and tariff legislation be incor-

porated into whatever revenue levels are established in the budget
resolution.
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CHART 16

Tax Expenditures: PresentLaw
(dollars in billions)

FY1980 FY1981

Commerce and housing $712 850
credit

Income security 377 44.7
General purpose fiscal 21.3 2471
assistance
Education, training, 122 139
employment and
social services
Health 179 208
Energy 54 66
International affairs 24 26

Other tax expenditures 75 82
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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 activities,
through direct expenditures and indirectly through deductions, de-
ferrals, and credits in the tax structure. With this information, con-
sideration of the budget will 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 administration as a special anal-
ysis in the 1981 budget is reproduced in appendix C.

The definition of a tax expenditure is imprecise. The objective gen-
erally, however, is to include as tax expenditures those tax provisions
that are not ordinary deductions taken for the purpose of determining
net income of a business, whether incorporated or not. Deductions for
individuals that are not business-related then clearly should be treated
as tax expenditures. The imprecision that exists with respect to dove-
tailing concept and practice has generated substantial controversy.
Because of the difficulty of achieving precision, the staff approach is
to be as comprehensive as is reasonable when deciding what is to be
included. The staff also believes that the term “tax expenditure” and
a listing of a provision carry no implication of approval or disap-
proval, or judgment about the effectiveness of any one provision. A
listing simply reflects present law and, therefore, present public policy.

If the various tax expenditure figures in the two columns were
added, they would total $181.8 billion in fiscal year 1980 and $206.5
billion in fiscal year 1981. However, the separate items, even in func-
tional categories, should not be simply added because the revenue esti-
mates are made with the assumption that no other changes would be
made by the taxpayer if the one item were to be repealed. Many tax-
payers have the choice of using other tax expenditures, if they are
interested in tax shelters. For some, repeal of a provision could fore-
close that source of economic income, and they might permanently
suffer a significantly reduced income. For all taxpayers, repeal of a
tax expenditure provision could affect their tax liabilities through
movement into higher tax brackets or no longer having to itemize
deductions.
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CHART 17

Debt Limit
(dollars in billions)

Temporary debt limit through
May 31, 1980 879.0

Administration estimate of debt 8872
subject to limit Sept.30, 1980 .

Plus:
Federal funds deficit for 465
FY 1981

Off-budget agency spending 18.1
financed by Treasury
Other financing * 176
Equals: '
Debt subject to limit Sept.30 1981 934.2

*includes 17,0 billion in uninvested assets of
proposed Energy Security Trust Fund
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Chart 17

Debt Limit

Under existing law, the debt limit is $879 billion until May 31,
1980, The temporary debt limit expires May 31, 1980. In the absence
of further legislation, the debt ceiling would decline on that date to
its permanent level of $400 billion.

For fiscal year 1981 the administration assumes that the debt sub-
ject to limit would reach $934.2 billion on September 30, 1981. Under-
lying these estimates are the legislative proposals which the President
proposed to Congress in the budget for fiscal year 1981 and the eco-
nomioc outlook for that period. In addition, the fiscal year 1931 needs
include issue of debt by the Federal Financing Bank under the debt
limit on behalf of various agency programs and several agencies whose
activities are not included within budget totals. In general, 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 vudget deficit. The President’s fiscal 1981 Budget assumes
that the surplus in the proposed Energy Security Trust Fund would
not be invested but would be used to finance a part of the budget
deficit so as to reduce the debt subject to limit.
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LETTER OF TRANSMITTAL

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C., March 6, 1979.

Hon., EpmMunp S. MUsKIE,
Chairman, Committee on the Budget

U.S. Senate, Washington, D.C.

Dear MR. CHAIRMAN : This letter transmits the views and estimates
of the Committee on Finance on those aspects of the Federal Budget
for fiscal year 1980 which fall within the Committee’s jurisdiction as is
required by section 301(c) of the Congressional Budget Act of 1974.

Economic assumptions—Many of the components which go to make
up the budget totals are highly susceptible to relatively slight changes
in economic conditions. The economic assumptions underlying the
budget are presented on page 35 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 economic assumptions have been used as a
basis for estimating revenues, unemployment compensation, social
security benefits and other programs under Finance Committee juris-
diction, we recognize that there are other alternative economic assump-
tions which might reasonably be supported. If the Budget Committee
decides to adopt a different set of economic assumptions, an appro-
priate adjustment shculd be made in the revenue and outlay estimates.

Expenditure programs.—The Committee on Finance has jurisdic-
tion over a variety of programs which involve expenditures totalling
about one-half of the entire Federal budget. Thes include such in-
come maintenance programs as social security. supplemental security
income, unemployment compensation, and welfare programs for fami-
lies. Health prograins under Finance Committee jurisdiction include
Medicare, Medicaid, and maternal and child health, as well as national
health insurance proposals. Other programs within the Committee’s
jurisdiction which involve expenditure of Federal funds include social
services and revenue sharing. Interest on the public debt, which on a
gross basis will account for some $66 billion in Federal outlays during
the coming fiscal year, also falls under the jurisdiction of the Com-
mittee on Finance.

a7

§7-667 0 - 80 -



78

The Committee sn Finance has reviewed each of the expenditure
programs within its jurisdiction and estimates that the amounts shown
in Table 1 should be allowed in the concurrent budget resolution for
these programs. The Finance Committee estimates for fiscal year 1980
would represent an overall reduction in net outlays of $1.8 billion as
compared with existing law. The Committee recognizes that achieving
reductions of this magnitude is an ambitious goal which will require
the prompt but careful consideration of significant legislative changes.
The overall total is consistent with that proposed by the President but
the Committee expects that in many instances it may attempt to
achieve that goal in different programs or through proposals different
from those indicated in the President’s budget.

TABLE 1.—FINANCE COMMITTEE RECOMMENDATIONS CON-
CERNING BUDGET AUTHORITY AND OUTLAY UNDER COM-
MITTEE JURISDICTION: FISCAL 1980

{In billions of dollars)

Budget

Functional category authority Outlays

350 Agriculture............................L n 0
New legislation. .................... -4 -4
450 Community and regional development. . 1 1

500 Education, training, employment, and

social services........................ 3.8 3.7
New legislation..................... +.5 4.5
550 Health.................................. 48.8 46.6
New legislation..................... (? ~1.5
600 Incomesecurity......................... 147. 144.3
New legislation. . ... .. e (? -7
850 General purpose fiscal assistarice. . . . .. 7. 7.1
New legislation..................... +.3 +.3
900 Interest................... e 266.0 *66.0

1 Major elements of the health and income security categories are composed of
trust fund programs in which a reduction in expenditures is not reflected in a
reduction in budget authority. Budget authority for those programs is controlled
by income rather than outgo totals. At this time, the committee recommends that
no net reduction in budget authority for these categories be assumed. To the extent
that the anticipated reductions in expenditures are subsequently achieved in non-
trus. -Lt‘md programs, some reductions in the level of budget authority may be
poss ble,

2 C ywrtain offsetting interest receipts reduce the budgetary impact of this total
to $57,000,000,000.

Agriculture—The Sugar Act expired on December 31, 1974. In
fiscal year 1975, the last fiscal year the program was in effect, $86 mil-
lion was appropriated to cover Sugar Act program payments for the

1974 crop year. An amendment to the Food and Agriculture Act »f
1977 contained a price-support program. The price of the 1977 and
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1978 crops of sugar beets and sugarcane was supported via a tanff
and supplemental fee, imposed under Presidential proclamation, in
addition to the price-support program.

The International Sugar Agreement, which is now before the Sen-
ate for its advice and consent as a treaty, would require new imple-
menting leglslatlon within the jurisdiction of the Finance Comunittee.

The estimate in Table 1 assumes the enactment of legislation which
would support the price of sugar at a level sufficient to result in the
repayment of existing loans, This would represent a net budgetary
inflow of the magnitude indicated even if the new sugar legislation
should include a payments program.

Education, training, employment, and social services.—In this cate-
gory, there are several programs under the jurisdiction of the Com-
mittee on Finance including the general social services program under
title XX of the Social Security Act, the child welfare services pro-
gram, and the work incentive program (WIN) for employable re-
cipients of aid to families with dependent children. In developing its
estimates for this function the Committee has taken into account the
requirements for providing adequate funding for these three programs.
The Committee notes that the present law funding level shown in the
table actually represents a decline from the 1979 level since the title
XX program was increased to a $2.9 billion level for fiscal 1979 but
would revert to $2.5 billion in fiscal 1980 in the absence of further
legislation.

Health.—The Committee on Finance has jurisdiction over the Medi-
care, Medicaid, and maternal and child health programs. The Commit-
tee recommends that the Congressional budget for fiscal year 1980
assume that net reductions totalling $1.5 billion will be achieved in this
category. The President’s budget estimated gross savings of some $2.1
billion and net savings of $1.8 billion in Finance Committee health
programs. The Committee believes that its estimate represents a more
realistic assessment of the maximum that can be achieved in this area.

Income security.—In the income security function of the budget, the
Committee on Finance has jurisdiction over the basic national social
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 compensation. Under the re-
vised budget conventions adopted last year 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
earned income tax credit and would include any refundability in the
President’s proposal for real wage insurance. The Committee recom-
mendation for this function indicates allowance for legislative changes
which would on a net basis reduce outlays by $0.7 billion.
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General purpose fiscal assistance.—This function of the budget in-
cludes general revenue sharing, countercyclical and targeted revenue
sharing, and other items such as pavments to Puerto Rico of amounts
equal to certain tax collections. The countercyclical revenue sharing
program expired at the end of fiscal year 1978, and the President's
budget has recommended a new targeted revenue sharing program.
The Committee recommendations that $0.3 billion be allowed for pos-
sible new legislation in this budget function would be sufficient to
asccommodate the outlays resulting from such legislation or from a
somewhat larger program if it is determined to be appropriate when
that legislation is considered substantively.

Interest.—The interest function in the budget includes interest on
the public debt, interest payments on certain tax refunds, and certain
offsetting interest receipts. The Committee estimates that present law,
as modified by legislative proposals of President Carter not within this
Committee’s jurisdiction, will involve gross interest on the public debt
of $65.7 billion.

TABLE 2.—FISCAL YEAR 1980 FINANCE COMMITTEE REVENUE

ESTIMATES
Billions
Presentlaw.......... e $504.4
Allowance for legislation(net). . ........................ -19
Present law and legislation. ...................... 502.6

Revenues.—The different types of Federal revenues include in-
dividual 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 re-
ceipts in the President’s budget which do not fall within the Finance
Committee’s jurisdiction have been accepted without change.

The President’s budget for fiscal year 1980 proposes revenue reduc-
tions totalling $1.9 billion as coizpared with present law. The Com-
mittee has not yet had an opportunity to deal with the President’s
specific recommendations. As in the case with expenditures, the Com-
mittee notes that its acceptance of this revenue goal does necessarily
reflect any determination with respect to particular legislative pro-
posals. It indicates that, whatever revenue proposals may be con-
sidered, the Committee will attempt on a net basis to arrive at an
overall revenue level which is no more than $1.9 billion below the
level of present law (as determined under the economic assumptions
in the President’s budget.)
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The revenue cstimate of the Finance Committee includes an allow-
ance to cover minor tax and tariff legislation. The Col mittee 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
negligible revenue implications. While such bills have essentially no
budgetary impact, they are technically inconsistent with the budget
resolution (and after the second budget resolution may be subject to
a point of order). To deal with this situation, the Committee on Fi-
nance strongly recommends that the revenue total in the budget res-

olution be set at a level $0.1 billion below the level of revenues other-
wise anticipated.

Budget deficit.—Table 3 shows the overall budgetary impact of the
recommendations of the Committee on Finance concerning the fiscal
year 1980 Congressional budget resolution.

TABLE 3.—BUDGETARY IMPACT OF FINANCE COMMITTEE
RECOMMENDATIONS

[In billions of doliars]

Revenues Outlays Deficit

Presentlaw®..................... ... 504.4 5334 ..........

President's budget.................. 502.6 531.6 29.0
Finance Committee recommenda-

tion. ... 502.6 531.6 29.0

1 For purposes of this table, ‘‘present law" outlay totais include proposed legis-
latign in the President’'s budget which is not within the jurisdiction of the Committee
on Finance.

Public debt limit.—The permanent debt limit under existing law is
$£400 billion. In addition, there is a temporary debt limit in effect
which brings the overall limit to $798 billion. This temporary limit
expires on March 31, 1979, and in the absence of further legislation
the debt ceiling would decline to the $400 billion permanent level.
The projected deficit for fiseal year 1980 will increase the debt subject
to limit to a level of $893 billion under the recommendations of the
Committee on Finance contained in this letter. Except for those rec-
ommendations, this estimate is computed on the basis of the Presi-
dent’s budget. The Budget Committee may, therefore, find it necessary
to adjust the debt limit estimates to take account of any other appro-
priate adjustments to the estimates in the budget for programs not
within the jurisdiction of the Committee on Finance.

57-667 0 -~ 803 -~ 7
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TABLE 4.—PUBLIC DEBT LIMIT ESTIMATES

Billions
glebt subject to limit ! as of Sept. 30,1979. ... ... .. . $883
us:
Federal funds deficit for fiscal year 1980.. .. ... .. 49
Off-budget agency spending financed by Treasury
and other financing. ............... ... ... ... .. 11
Equals: Debt subject to limit as of Sept. 30, 1980.... .. 893

! From p. 120 of the President’s budget (Special Analyses Volume). ‘

Tazx expenditures.—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 preferen-
tial rate of tex, 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
cannot be objectively resolved. For this reason, the Committee feels
that the only way in which it can comply with the Budget Act's re-
quirement that it present its estimates with respect to tax expenditures
is by listing all items whicii have been so designated in the President’s
budget. In doing so, however, the Committee does not either endorse or
reject the contention that any or all of these items designated as tax
expenditures 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 Special
Analysis G of the President’s budget.

Five-ycar budgetary outlook.—As indicated above, the Committee’s
budgetary estimates for fiscal year 1980 anticipate an overall reduc-
tion of $1.8 billion in expenditures. As a general proposition, legisla-
tive changes which result in lowered costs for the upcoming fiscal year
tend to have even greater savings in future years. However, that is not
always true. For example, in the Agriculture function, the Committee’s
estimated net reduction is based on a one-time loan repayment
phenomenon.

Even where it can be anticipated that savings will grow in future
years, the magnitude and timing of those savings depends heavily on
the exact nature of the specific legislative change which is arrived at
only after the entire process of substantive consideration by the Com-
mittee and the Congress. Moreover, the budgetary estimates presented
in this letter are net amounts which the Committee may ultimately
arrive at through a combination of legislative changes involving both
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increased costs in some cases and cost reductions in others. For ex-
ample, in both the heal‘h and income security categories there are a
number of proposals which the Committee may be asked to consider
for program changes which would involve increased costs.

Similarly, the revenue goal of a reduciion of $1.9 billion for the
coming fiscal year is a net figure whose detailed composition and
future year impact can be determined only after the Committee has
completed the legislative consideration of various competing propos-
als. In future years as in past years, it nay be anticipated that revenue
goals will be established which vary from year to year depending
upon the changing economic needs and conditions 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 Con-
gressional consideration of broad budgetary perspectives. However,
for the reasons cited above, the Committee believes that an attempt by
substantive committees to provide detailed projections of the likely
impact of legislative changes on future fiscal years would be a highly
speculative exercise if done prior to actual legislative consideration.
The Committee does recognize the importance of future year budget-
ary impact projections and believes that the Budget Act and the Leg-
islative Reorganization Act properly impose on substantive commit-
tees the obligation 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 enclosjng a copy of Finance Commit-
tee Print 96-2 which includes present Taw projections of certain trust
fund programs (see pages 16, 20, and 50). Present law revenue pro-
jections appear in the President’s budget on pages 43 and 4.

The Finance Comuinittee staff is available to answer any additional
questions you may have on these estimates.

With every good wish, I am

Sincerely,
RusseLL B. Long,

Clw.izmm
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Excerpt From Public Law 93-314—The Congressional Budget and
Impoundment Control Act of 1974




Pub. Law 93-344 - 10 - July 12, 1974

88 STAT, 306
TITLE III—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 completed :

November 10 P'resident submits current services budget.

15th day after Congress meets.. President submits his budget.

March 13 Committees snd joint committees submit
reports to Budget Committees.

April 1 Congressional Budget Office subm < report to
Budget Committees.

April 15 Budget Committees report first concurrent res-
olution oa the budget to their Houses.

MaY 18 e Cowmmnittees report bills and resolutious author-
izing new budget suthority.

May 15 Congress completes action on first concurrent
resolution on the budget.

Tth day after Labor Day. ... Congress compietes action on bilis and resolu-
tions providing new Ludget authority and
new spending autbority.

September 15 Congress completes action on second required
concurrent resolution on the budget.

September 23. oo Congress completes action on reconciliation bLill
or resolution, or both, implementing second
required concurrent resolution.

October 1 -- Fiwal year begins.

ADOPTION OF PFIRST CONCURRENT RESULUTION
31 USC 1322, Skc. 301. (.ln Actiox To Be CoMvLETED BY 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 fiscal year beginning on
Contents, October 1 of such year. The concurrent resolution shall set forth—

(1L the appropriate level of total budget outlays and of total
new budget authorit{;

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

(:3‘ the amount, if ln{, of the surplus or the deficit in the budget
which is afppropriate 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 Fedcral revenues should
be increased or dec by bills and resolutions to be reported
by the appropriate committees;

(8) the mm&riau level of the public debt, and the an:ount, if
any, by w 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 mey be appro-
riate to carry.out the purposes of this Act.

(bg AporrioNar MarTERs IN ConcUzreNT Resorvtion.—The first

concurrent resolution on the budget may also require—

(87)
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(1) d:n;;rocedurg 1‘11nder wl{ﬁ: all or certain (ll):llll; aad resolut‘ilons
Tovl new bu suthority or provi new spendi

Euthority described ngnu section 40{(0) (2) (C) for such fiscal yg
shall not be enrolled until the concurrent resolution required to be
reForted under section 310(a) has been agreed to, and, if a recon-
ciliation 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 w is considered appropriate to
carry out the purposes of this Act.

Not later than the close of the Ninety-fifth Congress, the Committee
on the Bu of each House shall report to its House on the imple-
mentation of procedures described in this subsection.

(c) Views anp Egrimates or Orher Commitrees.—QOp or before
March 15 of each year, each standing committee of the House of
Representatives 1 submit to the Committee on the Budget of the
House, each standing comunittee of the Senate shall submit to the
Committee on the Bu of the Senate, and the Joint Economic Com-
mittee and Joint Committee on Internal Revenue Taxation shall sub-
mit to the Committees on the Budget of both Houses—

(1) its views and estimates with respect to all matters set forth
in subsection (a) which relate to matters within the respective
jux&isdiction or functions of such comniittee or joint committee;
an -

(2) except in the case of such joint commniittees, 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

Report to
Congress,

Submittal to
oongressiomal
comittess.

committee intends to be effective during the fiscal year beginning -

on October 1 of suck year.

The Joint Economic Committee shall also subinit to the Comnmittees
on the Budget of both Houses, its reconumendations as to the fiscal
policy appropriate to the goals of the Employment Act of 1946. Any
other committee of the House or Senate may submit to the Conunittee
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) Heamings AND RerorT.—In developing the first concurrent reso-
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 ageucies, the gen-
eral gub ic, and national organizations as the committee deems
desirable. On or before April 15 of each year, the Committee on the
BudFet 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) s comparison of revenues estimated by the committee with
those estimated in the budget submitted by the President;

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

60 Stat, 23,
15 UsC 1021
note,

Conourrent
resolution,
development,

Report to
Congress.,

Contents,
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Subdivisionse

3) with respect to each major functional category, an estimate
of ;ldga.t’l ?utw an appropriat: l;vel :ﬁ new budget author-
ity for rograms and for existing programs
(x’ncluding gmwcl;u&ra;‘f)h;ittd the estimate and go:le‘l for
existing programs being divi ween permanent suthority
and fundf rovided in appropriation Acts, and each such division
being subdivided between controllable amounts and all other
amounts; .

(4) anallocation 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
alternative economic assumptions and objectives which the com-
mittes considered;

(Gg projections, not limited to the following, for the period of
five years begmmnf 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 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, dats, 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.

MATTERS TO BE INCLUDED IN JOINT STATEMENT OF MANAGERS;
REPORTS BY COMMITTEES

Sec. 302. (a) ArrocationN or ToraLs.—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 recommended in such conference report. of
the avpropriate levels of total budget outlays and total new budget
autho:ity among each committee of the House of Representatives and
the Seaate which has jurisdiction over bills and resolutions providing
such new budget authority.

(b) Rerorrs BY CoMMrTTERS.—AS 300N a8 practicable after a con-
current resolution on the budget is 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 busgu 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-
S:ml over which it has jurisdiction, and (B) further subdivide

amount with respect to each subcommittee or program bet ween
controllable amounts and all other amounts.
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Each such committee shall promptly report to its House the subdivi-
sions made by it pursuant to this subsection.

(c) SursxquanT ConcurrenT RxsoLuTioNs.—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) shall be required only to the extent necessary to taks into account
revisions made in the most recently agreed to concurrent resolution
on the budget.

FIRST CONCURRENT RESOLUTION ON THER BUDGET MUST BR ADOPTED BEFORE
LEGISLATION FPROVIDING NEW BUDGET AUTHORITY, NEW G8SPFENDING
AUTHORITY, OR CHANGES IN REVENUES OR FUBLIC DEBT LIMIT 18 OON-
SIDERED

Sxc. 303. (a) In Genzrar.—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—

?; new budget authority for a fiscal year;

2) an increass or decreass in revenues to become effective
during s fiscal year;

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

4) new spending authority described in section 401(c)(2) (C)

to me 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 (s) does not apply to any bill or
reeolutzl) iding budget authority which first becames avail
rov. new bu authority w rst avail-
able inpu fiscal year following the ﬁgcal year to which the con-
current resolution applies; or
. (2) increasing or decreasing revenues which first become effec-
tive in a fiscal year following the fiscal year to which the con-
current resolution applies.

(c) WalvER IN THE SENATE.—

(1) The committee of the Senate which reports any bill or res-
olution to which subsection (i) applies may at or after the tinwe it
rerorts such bill or resolution, report a resolution to the Senate

L providing for the waiver of subsection (a) with res to

bill or resolution, and (B) stating the reasons why the
waiver is necessary. The resolution shall then be referred to the
Committee on the Budget of the Senate. That committee shall
report the resolution to the Senate within 10 days after the 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 rec-
ommendations ard reasons for such recommendations with respect
to the resoluticn. If the committee does not report the resolution
within such 10-day period, 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

be limited to one hour, to be equally divided between, and
controlled by, the majority leader and minority leader or their
designees, and the time on any debatable motion or appeal shall
be limited to twenty minutes, to be equally divided between, and
controlled by, the mover and the manager of the resolution. In the
event the manager of the resolution is in favor of any such motion

Congressioml
ocommittess’
report of sub=
“ﬂll“.

31 e 1324,

Resolution
"f.ml.
Repors to
Semte,

Debate, time
limitation,
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Debate, time
limitation,

or ap| the time in opposition thereto shall be controlled by the
minority er or his designee. Such leaders, or either of them,
may, from the time under their control on passage of such
resolution, allot additional time to any Senator during the con-
sideration 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 discha from further consideration of) the resolution,
the Senate agrees to the resolution, then subsection (s} 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 budgnt which revises the concurrent resolu-
tion on the budget for such | year most recently agreed to.

PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

Sec. 305. (a) Proczoure 1IN House or REFRESENTATIVES AFTER
or Coxrrrze; Demate.—

(1) When the Committee on the Budget of the House has
reported any concurrent resolution on the budgert& it is in order
at any time after the tenth day (excluding Saturdays, Sundays,
and legal holidays) follome, 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

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 majoriti\;md
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

ole, and the resolution shall be read for amendment under the
five-minute rule in accordane with the applicable provisions of
rule XXTIII of the Rules of the House of Representatives. After
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-
vukilx:s motion ; except that it shall be in order at any time prior
to passage (notwithstanding any other rule or provision of
law) to adopt an amendment (or a series of amendments) CMK
ing any figure or figures in the resolution as so reported to
extent necessary to achieve mathematical consistency.
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(4) Debate in the House of Representatives on the conference Detate, time
report or any concurrent resolution on the budget shall be limited 1imtation,
to not more than § hours, which shall be divided equally between
the majority and minoritx parties. A motion further to limit
debate 18 not debatable. A niotion to recommit the conference
report is not in order, and it is not in order to move to reconsider
the m:gto by which the conference report is agreed to or dis-

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 consideration of other business, shall be decided with-
out debate. .

(8) 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) Procepure 1N SENATE ArtER Rerorr or CoMMiTrer; DEBATE;
AMENDMENTS.— :

1) Debate in the Senate on any concurrent resolution on the Jebats, time
bu and all amendments thereto and debatable motions and 1imitation,
a[ppeuls in connection therewith, shall be limited to not more
than 50 hours, except that, with respect to the second required
concurreit resolution referred to in section 310(a), all such debate
shall be limited to not more than 15 howis. The time shall be
equally divided between, and controlled by, the majority leader
and the minority leader or their designees.

(2) Debate in the Senate on any amendment to & 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 concarrent 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 an
the manager of the concurrept 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 be 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 a motion to recommit with instruc-
tions to report back within a specificd number of days, not to
exceed 3, not counting any day on which the Senate is not in
session) is not in order. Debate on any such motion to 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 amendment or series
of amendments proposes to change any figure or figures then con-
tained in such concurrent resolution so as to make such concurrent
resolution mathematically consistent or so as to maintain such

consistency.
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(c) Action ox CoNrExENCE REPORTS IN THE SENATE.—

(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 Sstardays, Sundays, and legal holidays) follow-
ing 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
previous 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 mnority leader or their designees.
Debate on any gebauble 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
conderence report.

3) Slmuldp:he conference report be defeated, debate on any
roquest for & new conference and the appointinent of conferees
shall be limited to 1 hour, to be equally divided Letween, and
cumtrolled by, the manager of the conference report and the
uanority {eader or his desiguee, and should any motion be nmade
to instruct the conferees before the conferees are named, debate
on such motion shall be Jimited to one-half hour, to be equally
divided between, and controlled by. the mover and the manager
of the conference report. Debate on any amendment to any such
instructions shall be limited to 20 minutes, to be equally divided
between and controlied by the mover and the manager of the con-
ference report. In all cases when the manager of the conference
report ig in favor of any motion, appeal, or amendment, the time
in opposition shall be under the control of the minority leader or
his designee.

(4) In any case in which there are amendments in disagree-
ment, time on each amendment shall be limited to 30 minutes, to
be equally divided between, and controlled by, the manager of the
conference report and the minority leader or his designse. No
amendment that is not germane to the provisions of such amend-
ucnts shall be m:eivetiE

(d) Requirkn ActioN BY CoxrFeRENCE CoMMITTEE.—If, 8t the end of
7 days (excluding Saturdays, Sundays. and legal holidays) after the
conferees of both Houses have been appointed to a committee of con-
ference on a concurrent resolution on the budget, the conferees aie
unable to reach agreement with respect to all matters in disagrecment

tween 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 niatters on which
they have agreed and reporting in disagreement those matters on
which they have not agreed; or

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

(¢) Concurrent RzsoLurion Must Bx CoNsisTENT IN THE SEN-
ATE.—It shall not be in order in the Senate to vote on the question of
agreeing to—

"ixl). a concurrent resolution on the budget unless the figures then
contained in such resolution are mathenatically consistent; or

2) a conference report on a concurrent resolution vn the budg,et
unless the figures contained in such resolution, as recommended
in such conference report, are mathematically cousistent,
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LEGISLATION DEALING WITH CONGRESSIONAL BUDGET MUST BRE HANDLKD
BY BUDGET COMMITTEES

Sec. 308. No bill or resolution, and no amendment to any bill or 31 wc 1327,
resolution, dealing with any matter which is within the jurisdiction
of the Committes on the Budﬁet of either House shall be considered
in that House unleas 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.

HOUSBE COMMITTEE ACTION ON ALL APPROPRIATION BILLS TO BE COMPLETED
BEFORR FIRST APPROPRIATION BILL 1§ REFORTED

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 sall regular appropriation
bills for that year and submit to the House a summary report compar- Susmary 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

Szo. 308. (a) Rrrorrs oN LzaisLation Provinine Nxw Buncer 31 usc 1329,
AvrHorrrr ok Tax Expenorrures.—Whenever & cominittee of either
House reports a bill or resolution to its House providing new budget
authority (other than continuing nmropristions) or new or inc
tax expenditures for a fiscal year, the report accompanying that bill Contents,
or resolution shall contain a statement, prepared after consultation
with the Director of the Co ional Budget Office, detailing—

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

(A) how the new budget authority grovided in that bill
or resolution comnpares 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 geriod of 5 fiscal years begin-
ninﬂ,:ith such fiscal year of budget outlays, associated with
the budget authority provided in that bill or resolution, in
each fiscal year in such period ; and

(C) the new budget authority, and budget outlays result-
ing therefrom, provided by that bill or resolution for finan-

ial assistance to State and local governments; and
(2) in the case of a bill or resolution providiug new or increased
tax expenditures—

(A) how the new or increased tax expenditures provided in
that bill or resolution will affect the levels of tax expenditures
under existing law as set forth in the report accompanyin,
the first concurrent resolution on the bu for such

year, or, if a report accompan ingsmbe?nently:rmdto
concurrent ution for suc{ year sets forth such levels,

). & brojection for tha pesiod of § fixcal begioni
s pro or o ears
withsuchpﬁsgdyeuofthoa;nex urszhichw' res:l%

it
from that bill or resolution in fiscal year in such period.
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31 USC 1330,

No projection shall be required for a fiscal year under paragraph (1)
'B)Por (2) (B) if the committee dﬂarmmu’thstn&?)l;uon for that
f year is impracticable and states in its report reason for such
im .

Ur-m—lt)’An TasuLation or CoNaressionaL Bunaer AcTiONS.—
The My_of,thndCongren_ionguBudgd Oﬁ?ahdl issue wioc
reports dnmlr::ﬁ and tabulating rogress of congressl on
oa bills and utions providing m: budget authority and changin
revenues and the public dobt limit for a fiscal year. Such reports

incl but are not limited to—

1) an up-to-date tabulation comparing the new bu author-
ity for such fiscal year in bills and resolutions on which Congress
has completed action and cstimated outlays, associated with such
new b authority, duri:& such fiscal year to the new budget
authority and estimated outlays set forth in the most recently
agreed to concurrent resolution on the budget for such fiscal year
and the reports submitted under section 302; .

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

(3) an up-to-date comparison of the appropriate level of reve-
nues co:itained in the most recently agrees 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 completed action); and

Li) an up-to-date comparison of the appropriste level of the
public debt contained in the most recently agreed to concurrent
resolution on the budg:: for such fiscal year with the latest esti-
mate of the public debt during such fiscal ﬂur.

(¢) Five-Yxzar Prosection or CoNGRESSIONAL BUDGET ACTION.—AS
soon as practicable after the beginning of each fiscal year, the Director
of the J Budget shall issue a report projecting for
the period of 5 fiscal years beginning with such fiscal year—

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

(2) reveuues to be received and the major sources thereof, and
thti 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 SPENDING AUTHORITY

Seo. 309. Except as otherwise provided pursuant to this title, nut
later than the seventh day after Labor Day of each year, the Congress
shall complete action on all bills and resolutions—

(1) providing new bu authority for the fiscal year begin-
ning cn October 1 of such year, other than supplemental, efi-
ciency, and contini 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
(¢)(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 CONCURKENT RESOLUTION AND RECONCILIATION
PROCESS

Sec. 310. (a) RerorTine or ConcurreNT RisoLuTioN.—The Com-
mittee on the Budget of each House shall report to its House a con-
current resolution on the budget which reafirms 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 bu shall also, to the extent neces-

i (1) ify the total smount by which—
A) new budget authority for such fiscal year;
B bt:ldget authority initially providex for prior fiscal
€ars; an

y (CQ) new spending authority described in section 401 (c) (2)

(C) which is to become effective during such fiscal year,
contained 1n laws, bills, and resolutions within the jurisdiction
of a committee, is to be changed and direct that committee to
determine and recommend changes to accomplish a change of

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

(3) specify the amount by which the statutory limit on the
public 18 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 e 1331,

Any such concurrent resolution may be reported, and the report Piling,

accom ing it may be filed, in either House notwithstanding that
that Iggssamif not in session on the day on which such eonu(:ﬁrreut
resolution is reported. :

{b) ComerETION OF ACTION ON CONCURRENT RESOLUTION.—Not later
than September 15 of each year, the Congress shall complete action
((m)t.ho concurrent resolution on the budget referred to in subsection

a).

(c) ReconcrLiaTion Process.—If & concurrent resolution is agreed
to In uccordance with subsection (a) containing directions to one or
more committees to determine and recommend in laws, bills,
or resolutions, and—

(1) only one committee of the House or the Senate is directed to
and recommend changes, that committee shall promptly
make such determination and recommendations and report to its
House a reconciliation bill or reconciliation resolution, or both,
containing such recommendations; or
_(2) more than one committes of the House or the Senate is
directed to determine and recommend changes, each such com-
mxttusodugctodshallpro::&lym&kosuchdewmimﬁonmd
recommendati whether 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 recomumendations without any substantive

rev



88 STAT, 318

97

Pub. Law 93-344 -20- July 12, 1974

.

Rescnsilistion For purposes of this subsection, 8 reconciliation resolution is s con-
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31 USC 1332,

cun&ntmolunontfhxm‘du m.ohhollm?a‘o:o&pmmut:ivu
or o! Senate, as the case ma, make specified
S:r:n?hqlndmlutwm whichhnno{bunanrdled.

(d) CoxrrzTiOoN 0F REcoNCILIATION PRoczes.—Congress shall com-
plete action on any reconcilistion bill or reconciliation resolution
reported under subsection (c) not later than September 25 of each

¢ar.
y (¢) Pmoczouze ¢ THE SENATE.— .
(1) Ex as proyided in pars (2), the provisions of
section 300 for the cousideration in of concurrent reso-
lutions on the budget and conference rts thereon shall also
apply to the consideration in the Senate of reconciliation bills and
reconciliation resolutions reported under subsection (¢) and con-
ference thereon.

(2) Debate in the Senate on any reconciliation bill or resolu-
tion re under subeection (c), and all amendments thereto
aud lnmoﬁommdap;eshinconmdjont.heuvith,shdl
be limited to not more than 20 hours.

dxilfl) Conuzxss May Nor Apsoury UntiL Action Is CourzTen.—It
s not be in order in either the House of resantatives or the
Senate to consider any resolution providing for the adjournment sine
die of either House unleas action has been completed on the concurrent
resolution on the budget required to be reported under mheaetionés)
for the fiscal year beginning on October 1 of such yesr, and, if a
reconciliation bill or resolution, or both, is required to be reported
unduwbawtion(c)formchﬁwdyur,nnle:?ln has com-
pleted action on that bill or resolution, or both.

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

Sec. 311. (a) Leaisuation Sosszect 10 Ponnr or Oxoxa.—A fter the
Congrees has completed action on the concurrent resolution on the
budget required to be reported under section 310(a) for a fiscal year,
and, if a reconciliation bill or resolution, or both, for such fiscal year
are required to be reported under section 310(c), after that bill has
been enacted into law ar that resolution has been agreed to, it shall
not be in order in either the House of Representatives or the to
consider any bill, resolution, or amendment providing additional new
bu authority for such fiscal year, providing new spending author-
ity ribed in section 401(c) (2) (C) to become effective during such
fiscal year, or reducing revenues for such fiscal year, or any confer-
ence report on any suct. bill or resolution, if—

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

2 dnudophonmdundgnen&ofmymdmt;or

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

me aded in such conference report;

would cause the appropriate level of total new budget authority or
total bu outlays set forth in the most recently agreed to concur-
rent ution on the 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) DxrzmainaTion or OuTLAYS AND Revenues.—For purposes of

Mm(:),dnbud?oudtyswbomadod ing a fiscal year and
revenues to be received uringlﬁmlyurshnllbe&temund’ on the
basis of estimates made by the Committee on the Budget of the House
of Representatives or the Senate, as the case may be.

57-667 O - 80 - 8
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TITLE IV—ADDITIONAL PROVISIONS TO IMPROVE
FISCAL PROCEDURES

BILLS FROVIDING NEW SPFENDING AUTHORITY

Ssc. 401. (s) Lumcimation Peovipine Cowrmacr o= Bommowmne 31 UsC 1351,
AvTnosrry.—It shall not be in order in either the House of Represent-
atives or the Senate to consider any bill or resolution which provides
new spending authorily ibed in subsection (c)(2)(A) or (B)
(or any amendment which provides such new ng authority),
unless that bill, resolution, or amendment also that such
new spending authority is to be effective for any fiscal year only to
suchemntorinmch.monntlumpmndedintppmpriuionlcu

(b) LzcistaTiow Provibine ExTITLEMENT AUTHORITY.—

(1) It shall uot be in order in either the House of ta-
tives or the Senate to consider any bill or resolution which pro-
vides new spending authority described in subsection (c) (2) (C
(or any amendment which provides such new spending authority
which is to become effective before the first day of the fiscal year
which begins during the calendar yesar in which such bill or res-
olution is reported.

(2) If any committes of the House of Representatives or the
Senate reports any bill or resolution which smvid_a new spending
authority described in subsection (c)(2)(C) which is to become
eﬂ'ectwodupng:ﬁsalywundt.hemuntofmw author-
ity which will be required for such fiscal year if such bill or resola-
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 Committes on Appropriations of that House with Appropriations
instructions to report it, with committes’s recommendations, Committes,
within 15 calendar days (pot.eoung;.u‘:gth:ng‘ds on which that

wi )

House is not in session) ) owing the day
on which it is 8o referred. If the ttee on Appropristions of Digehargs from
either House faiis L0 report a bill or resolution re en-aitpit under oonsideration,

this paragraph within such 15-day period, the committes shall

automatically be di from further consideration of such
bill or resolution and bill or resolution shall be placed on the Placement on
appropriste calendar. oalendar,

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

() D e of thin stin, the e, “2am. sending
or p o new
authority” means spending authority not provided by law on the
effective date of this including any increase in or addition
to ding authority Fmvi by law on such date.
S) Forp . o( mﬁ(l),wm“wdh;gw&or-
ity” means a rity (w. PO or permanent)—
‘(;é) to enter’into contracts &:zrqwhmh & Unitfad Sm
is obligated to make outle budget authority for whi
is not provided in ldvmg'.ppmpnaion Aeu;’
(B) to incur indebtedness (other than indebtedness
incurred under the Second Liberty Bond Act) fotthorepg{-w Stat, 288,
ment of which the United States is liable, the budget authority 31 ®EC 774,
mwhichknotpmvidedin advance by appropriation Acts;
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) to make ding loans and grants
i A i R
o muon toan or 11, W
d{o.g!t,ovmom of the law ’con ‘:wh authority, the

United' States is obligated to make yments to
ggovemmhwhom&thouqmumrmbhahedg

Such term does not include suthority to insure or guarantes the
reptymantofmdabudne- y another person or govern-

o e (1) Subsections (s) and (b) ahall not appl
) not a; to new
authority if the budget timnty for ou p y m
from such new spendmg aut.honty i8 donved-—

(A) from a trust fund established by the Social Security
49 Stat, 620, Aa(umeﬂeaonthodsuofthcenwtmentofthnAet),

42 USC 1305,

(B) from any other trust fund, 90 perceat or more of the
receipts of which consist or will consist of amounts (trans-
ferred from the general f\mdofthonsm'yt) equivalent to
amounts of taxes (related to the purposes for which such
outla. are or will be made) received in the Treasury under

6:‘ l::s:. 3 (2) S Qrovuzw;m ‘:.fi t?;)lntema:“ Revenlue tE,!odo of 1954.

2 28 seq. ubcect.lom a shall 8] new gndmg
suthority which is an amendment to ot eglt?u’mon of

86 Stat. 919, and Local Fiscal Assistance Act of 1972, or a continuation of

3l USC 1221 note.  the pro of fiscal assistance to State and local governments
pro by that Act, to the extent so provided in the bill or
resolution provndmf such authority.

(8) Subsections (a) and (b) shall not apply to new spending

authontx to the extent that—

) the outlays resulting therefrom are made by an orga-
mnuon which is (l) & mixed-ownership Government corpo-
ration (as defined in section 201 of the Government

59 Stat, 6003 Corporation Control Act), or (ii) a wholly owned Govern-
87 Stat, 1005, ment corporation (as defined 1n section 101 of such Act)
31 5C 856, which is specifically exempted by law from compliance with
59 Stat, 5973 any or all of the provisions of that Act; or
g: f;:';‘:f“’ (B) the outhys resulting thomfrom consist exclusively of
the proceeds of gifts or bequests made to the United States
for a specific purpose.
REPORTING OF AUTHORIZING LEGISLATION
31 USC 1352, Sec. 402. (a) Requmenp Rerostine 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 aut.hor-
it fwsf'nedyur,nnhnthatbxﬂormoluﬂonumoﬁed

use or the Senate, as the case may be, on or before 15

the beginning of such fiscal year.
m?b) Exzacency Warves ix THE Housz.—If the Committee on Rules
of the House of Representatives determines that emergency conditions
require & waiver of subsection (s) thhm tou.nyb or resolu-
tion, such committee may “.ﬁ“' use may consider and
adopt, & resolution wuvmg a.pplw.tnon of subsection (a) in the
case of such bill or resol
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(c) Warves 1w THE SENATE.—

(1) The committes of the Senate which reports any bill or
resolution may, at or after the time it reporta such bill or resolu-
tion, report a resolution to the Senate (A) %mviding for the
waiver of subsection (a) with respect to such bill or resolution,

STAT, 319

and (B) the reasons why the waiver is neceesa .'l‘holbru;ﬂ.u
resolution shall borefenedtotluCommittuontlaZudﬁ Budget Commd te
of the Senate. That committee shall report the resolution to tee,

Senats, within 10 days after the resolution is referred to it (not Report to Sen-
counting any day on which the Senate is not in session) beginning 3t¢.
with the day following the day on which it is 80 referred accom-
panied by that committee's reconmendations and reasous for such
recommendations with respect to the resolution. If the committee Disoharge from
does not report the resolution within such 10-day period, it shall somsideration,
automatically be discharged from further consi ion of the
resolution and the resolution shall be placed on the calendar. Plasement on
(2) During the consideration of any such resolution, debats calendar,

shall be limited to one hour, to be equally divided between, and Debate, tims
controlled by, the majority leader an?the minority leader or their 1imtation,
designees, and the time on any debatable motion or appeal shall be
limited to 20 minutes, to be equally divided between, 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 designee. Such ieaders, or either of
them, ma{, from the time under their control on t sage of
such resolution, allot additional time to any Senator during the
consideration of any debatable niotion or appeal. No amendment
'°Z?§'i’2°‘“?°"ii:"c°m°“‘“'-u.. the Budget has reported

after on u re or
been discharged from further consideration of) the resstution, e
Senate agrees to the resolution, then subsection ‘u) of this section
shall not agply with respect to that bill or resolution referred to
in the resolution.

(d) Cezraix Biis anv Resorurions Rxceiven Frox OrHer .
House.—Notwithstanding the provisions of subsection (s), 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 then it shall be in order to consider & com-
panion or similar bill of the House of Representatives.

(O i Subeaction (a) shall not appl ith respect d

Ui on (a apply w1 to new spend-
ing authority described in aectioll:lgl(c) (2) (C).

(2) Subeection (a) shall not apply with respect to new budget
authority authorized in s bill or resolution for any .movision 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 SrENDING AUTHORITY AND PERMANENT
ArreorriaTioNs.—The Committees on Appropristions of the House of
Representatives and the Senate shall study on a continuing basis those
provisions of law, in effect on the eflective date of this section, which
provide ing authority or permanent l.mdg authority. Each Report to
committee shall, from time to time, report to its House its recommen- Congress,
dations for terminating or modifying such provisions.
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31 USC 1353,

S_adttal to

oongressional
oomd ttees.

Posty p. 322.

ANALYSIS BY CONGRESSIONAL BUDGET OFFICE

Slaw&TthiMoroftboConp-iondBud*‘tOﬁmmll,m
the extent practicable, prepare for each bill or resolution of a public
character reported by any committee of the Houss of ] \
or the Senate (except the Committes on Appropristions of ~ach
House), and submit to such committes—
(l)medimahoftbocoﬂswhinhwmldhoin_cune@in.qrry-
ing out such bill or resolution in the fiscal year in which it is to
become effective and in each of the 4 fiscal years following
mihﬁwslyur,toguherwithdnbaﬁlfor such estimata;
an

(2) s comparison of the estimate of costs described in para-

graph (1) with any available estimate of costs mads by such

committeoorbymyl?‘ederdm . .
The estimate and comparison so itted shall be included in the
report accompanying such bi:l or resolution if timely submitted to
such committes before such report is filed. .

JURISDICTION OF AFPROPRIATIONS COMMITTEES

Skc. 104. (a) AxzwouxyT or Hovsz RuLzs.—Clause 2 of rule X1 of
the Rules of the House of Representatives is am by redmgnw.nf
ponfnph.(b) as paragraph ‘;) and by inserting after paragraph (a
the following new paragraphs:

“}'b) Rescission of appropristions contained in apmﬁzﬁon Acts
(referred to in section 105 of title 1, United States .

“ic The amount of new spending authority described in section
101 cg (2) (A) and (B) of S;nCongrmom.i Budget Act of 1974
which is to be effective for a fiscal year.

“(d) New apandmg authority described in section 401(c) (2) (C)
of tL)Congmmionsl udget Ac{ of 1974 provided in bills l.m)i 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 Act).”

(bL AMENDMENT OF SENaTE RuLzs.—Subparagraph (c) of para-
graph 1 of rule XXV of the Standing Rules of the Senate is amended
to read as follows:

:(i)ed C:nmmxtteo onlApproprintiona, to which committee shall b;
refer TO, egnslatio tions, memorials, an
other mutterls) remg to the f::flowing su‘:)’::s:

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

“2, Rescission o spiwopriatiom contained in ropristion Acts
(referred to in section 105 of title 1, United Sute:sgde .

() (3) (A) and (B) of (o Comevemional Busest Aet of 1074 pro-

c an [ o pro-
vigad in bi)ls aid resolutions referred to the committee under section
401(b) (2) of that Act (but subject to the provisions of section 401
(bl (3) of that Act).

4. New advance spending authority deecribed in section 401(c)
(2)(C) of the Congressi Budget Act of 1974 provided in bills
and resolutions referred to the committee under section 401(b)°$2) of
tAh:;) ﬁet (but subject to the provisions of section 401(b) (3) of that
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EXARCISE OF RULEMAKING FOWERS

Sec. 904. () The provisions of this title (except section 905) and of 31 1S¢ 1301
titles I, IIL, and IV and the provisions of sections 808, 701, 703, and note.
1017 lr&e)nwted by the Con, oo . ! the B .

&8 an exerciss o rulemaking power o ouse o
Representatives and the Senate, respecti‘\:ly, and as such they
shall be considered as of the rules of each House, respectively,
or of that House to which they specifically q:m, and such rules
shall su other rules only to the extent they are incon-
sistent therewith; and

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

(b) Any provision of title IIT or IV may be waived or suspended Waiver,
in Senate by a majority vote of the Members voting, a quotum Ants, po. 306,
being present, or by the unanimous consent of the Senate. .

(c) Appeals in the Senate from the decisions of the Chair relating Appeals.
to any provision of title III or IV 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 manager of the resolu-
tion, eonchrent resolution, reconciliation bill, or regetssion bill, as the
case may



APPENDIX C

Tax Expenditures by Function
(Excerpt From the Special Analysis of the Budget of the
United States, pages 230-234)
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230 THE BUDGET FOR FISCAL YEAR 1981
Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION
(i milions of Gullers)
Facal yoars
Descrgten Corparatns Indontusls
)] 199 1. 1 199 18
National defonse:
Exciusion of benefits and
aliowances % Armed Forces
persoanel 1,360 1,470 1.585
Exclusion of military disabality
pensions 115 125 135
international affairs:
Exclusion of income eamed
abroad by United States citi-
zens 530 558 600
Deferral of income of domestic
(DISC) 1,210 1,400 1,470
Deferral of income of controlied
foreign corporations................. 530 “us5 480
Special rate for Western Hemi-
sphere trade corporations......... 15 5
General science, space, and toch-
Expensing of research and devel-
opment expenditwres................. 1,490 1,760 1,930 35 3 40
Energy:
Expensing of exploration and de-
veopment CostS..........o.e....... 1,275 1,580 1815 470 610 750
Excess of percentage over cost
Cepletion.........oooceoeeerecec e 1,010 1,160 1,350 820 1,150 1,670
Capital gains treatmen: of royal-
ties oR COdi ......cooreeecerceeenee - 10 10 10 65 15 9%
Residential energy credits 645 460 460
Ntemative, conservation and new
technology credits.................... 220 3% 495 . * .
Natwal resources and emviron-
ment:
Exclusion of interest on state and
local government poliution con-
trol bonds............. .occeeenee 200 220 A5 215 40 265
Exclusion of payments i aid of
construction of wates, sewage,
gas and electric utilities........... 10 60 110
Five-year amortization on poliution
control facilities..................... - -2 -10 15
Tax incentives for preservation of
revesremansnsssares 5 10 20 10 25 45
Capital gains treatment of cestain
timber income ................c.oocoonn. 385 420 470 110 120 13§
Capital gains treatment of iron
ore. 10 10 10 10 10 10
Expensing of certain capital out- .
15 15 80 4“5 130 475
Capital gains treatment of certain
income 15 2 2 365 385 405

Sen fustnotes ot ond of Lk,
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

(in millons of dolers)
Facal yesrs
Descriphion Corporatons It
1" 1999 1981 L) 190 it

Deductibiity of noncash patros-

age dividends and ceriain

other items of cooperatives...... 505 540 590 ~170 -175 -190
Exciusion of certain cost-sharing

payments b 0 15

Commerce and housing credit:

Dividend exclusion 460 490 515
Exclusion of interest o State and

local industrial development

bonds. 240 280 335 255 305 360
Exeiuption of credit union income. ] 100 115
Excess bad debt reserves of fi-

nancial institutions ................... 780 855 965
Deductibility o mortgage interest

on owner-occupied homes 10745 12,505 14,760
Deductibility of properly tax om

ownes-occupied homes 6,760 1,740 8,975
Deductibiiity of interest on con-

sumer credit 3,085 3,595 420
Expensing of construction period

interest and taxes................... . 525 555 585 % 140 160
Excess first-year depreciation........ 50 50 50 135 135 145
Depreciation on rental nousing in

excess of straightiine................ 70 65 65 290 285 290
Depreciation on buildings (other

than rental housing) in excess

of straight ine ........................ 135 135 140 120 120 125
Asset depreciation range............... 2,460 2,880 3,400 130 150 180
Capital gains (other than agricul-

ture, timber, iron ore and

coal) §55 715 810 10,190 13855 14,385
Defertal of capital gains on home

sales 1,125 1,010 Ll
Capital gains at death L0 4,750 5,085
Surtax  exemption  (through

1978) 3110 115

Reduced rates om the first

$100,000 of corporate income. 2,285 1,55 1510
lnvestment credit, other than

ESOP’s and rehabilitation of

structures................ 13910 15,705 16,860 2,59 2910 3,115
Investment credit tu :ehahlxh—

tion of structures..... 55 120 140 10 60 65

Transportation:

Deductibility of ncnbusiness State

roling SOCK ........c..cooeceverrsescoce -4 -4 —40
panies 3 10 10
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

(@ miess of dallars)
Facal yours
Descrgtier Corpesatens Indnnduals
un 1900 1981 197 1900 1581
Community and regional develep-
Five-yoar amortization for housing
ditation...............ccooeenn..e. 5 ) 10 10 10 15
Education, training, employment,
and social services:
Exclusion of scholarship and fel-
lowship income 310 375 40
Parental personal exemption for :
students age 19 or over 935 1,030 1,045
Exclusion of employes meals and
lodging (other than military) .. 325 350 380
Employer educational assistance ... 2 30 3
Exclusion of contributions to pre-
paid legal services plans. 15 20 35
lavestment credit for ESOP’s........ 650 700 140
Deductibility of charitable contri-
butions ( O\ ) S - 325 U5 360 680 765 885
Deductibility of charitable coatri-
butions, other tham education
adheatth........... 405 430 40 5110 5,125 6,645
Maximum tax on personal service
income 1,215 1,265 1,580
Credit for chid and dependent
care expenses 115 820 900
Credit for employment of AFDC
recipients and public assist-
ance recipients under work in-
centive programs...................... 45 45 50 5 5 10
General jobs credit........ 1,120 190 85 685 e e
Targeted jobs credit..... - 15 115 275 -~ 10 40
Health:
Exclusion of employer contribu-
tions for medical insurance
premiums and medical care...... e 11,080 12,965 15,215
Deductibility of medical expenses.. 325 3,585 4,050
ing of removal of architec-
twal and transportation bar-
riers to the handicapped........... 10 * * . . ¢
Deductibility of charitable contri-
butions (health).................... - 200 210 220 1,020 1,145 1330
income security:
Exdus;m of social security bene-
its:
Disability insurance benefits..... . 590 685 820
0AS! benefits for retired work- .
ers 5,465 6,880 8,695
Benefits for dependents and
SUrvivors 845 990 1,205
Exclusion of railroad retirement
system benefits 285 330 380
Exclusion of workmen's compes-
sation benefits 980 1,165 1,385
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Coatioued
(s miigms of Gollars)
Feacal yoors
Dexcrpten Corperatuss Indnduals
K0, ) 199 158 1979 1390 11
Exclusion of special benefits for
disabled coal miners 50 50 £Y)
Exclusion of untaxed unempioy-
ment insurance benefits 1,885 2495 3110
Exclusion of public assistance
k1 395 450
Exclusion of disabdity pay 185 185 193¢
Net exciusion of pensior: contiby-
tions and earnings:
Employer plans 11,338 12,925 14,740
Plans for self-employed and
OIS ..o oo vveenee sevsessnssonens 1,765 2,125 2,520
Exdmmaf other employee bene-
Premiums on gioup term life
insurance 1350 1.485 1,63%
Premiums om accident and dis-
ability insurance 8% % 100
income of trusts % finance
supplemetary  unemploy-
ment benefits 10 10 10
Exclusion of interest ca kfe insur-
ance savings. 2910 3,365 3,895
Exclusion of capital gains on
home sales for persons age 65
and over |1 Y
Exciusion of capital gains on
home sales for persons age 59
and over 225 535 590
Additional exemption for the blind 35 40 40
Additional exemption for elderly 1,745 1,970 2,010
Tax credit for the elderly 145 135 135
Deductibility of casualty losses...... 530 590 665
Camed income credit* 300 415 360
Exclusion of interest on State and
local housing bonds.................. 410 630 1,020 80 180 615
Veterans benefits and services:
Exciusion of wveterans disability
) 915 1,050 1115
Exclusion of veterans pensions...... 45 50 55
Exclusion of GI bili benefits 190 160 130
General
Credits and deductions fer politi-
¢al contributions 80 100 80
Goneral purpose fiscal assistance:
Exclusion of interest on genesal
purpose stale and jocal debt ... 3245 3515 3906 2120 2,365 2,625
Deductibslity of nonbusiness state
and local taxes (other than om
owner-occupied  homes  and
gasoline) 12,595 14,665 17,305

Sot fostentes ai ond of tabie.
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Table G-1. TAX EXPENDITURE ESTIMATES BY FUNCTION—Continved

(In milioss of dodrs)
Facal yoars
Dascrghes Corparatens nddutls
197 1909 isel 19719 159 1581
Tax credit for corporations reces-
ing income from doing busi-
nes  United States posses-
sions 140 780 860
Interest:
Deferral of interest on savings
bonds. 500 290 250
Memorandum
Combined effect of provisions
disaggregated above:
Capital gains 1,075 1,175 1,320 16,605 20,740 22310
Exdm of nwsl on sute and
local debt .........cooooooonmnrrnnnnecnee 4,095 4,645 5.500 2,670 3,090 3,865
Deductibility of state and local
nonbusiness taxes. 18,895 21,190 24,795
Deductibility of charitable contri-
butions 930 985 1,030 6,310 1,635 8,860
Itemized deductions. 32,560 38,040 44,505
Deductibility of morigage interest
and property tax on owner-oc-
cupied homes 16,545 19,095 22,340
Benefits for the elderly:
Exclusion of social secunty and
railroad retirement plus the
additional  exemplion and
tax credit for the elderty...... 8,405 10,245 12,410

© $2.5 mulben or iess. AR U xpenditite eSamaies Rave besn rowndsd fo the asarest $5 mdbon.
' The figures = e table mdicate the effect of the carmed moame Lax credit en rucaps The effect on owtiays & 1979, $773 sulbon; 1900, $1.696
cuion; 1981, $1.570 melhen.

L,
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