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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET ACT ON
FINANCE COMMITTEE

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

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. However, procedures are provided for waiving these
restrictions, ordinarily by obtaining Budget Committee approval of
a resolution permitting immediate Senate consideration. Author-
izing legislation must be reported before May 15.

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

4. By May 15, Congress completes action on a first concurrent
budget resolution for the coming fiscal year setting appropriate
revenue, spending, and deficit levels. While the amounts shown in
this first resolution are not binding in the sense that they can sub-
ject a bill to point to 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 legislation raising taxes or
cutting back on spending programs within the committee's jurisdic-
tion. The overall spending and revenue totals in the second resolu-
tion are binding.



CONGRESSIONAL BLI)GET ANI) IMPOUNI)MENT CO)NTI()L
ACT OF 197.1 (1UBIIC LAW 93-341)

1. Overall View

OUTLINE 01F ('ON(RESSIONAL lUI)GET PIRIOCESS UNiER
PUIIlC LAW 93-311

On April 15 of each year, the Budget Committees of the House
and Senate report to their respective Houses a concurrent resolu-
tion 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," "nation-
al defense"). The recommendations in the resolution reported by
the Budget Committee are subject to debate and amendment.
When agreed to by House and Senate (by May 15), the resolution
represents congressional judgment of the appropriate fiscal situa-
tion for the coming year, although the amounts set forth in it are
not otherwise binding.

After the May 15 adoption of the concurrent resolution, action on
spending and revenue bills proceeds through early September. In
the first half of September, a second concurrent resolution on the
budget is considered by the Congress, which revises or reaffirms
the earlier resolution and which can direct the appropriate com-
mittees to report legislation changing spending, revenue, or debt
limit levels (or any combination of the three). Upon adoption of the
resolution, committees directed to do so are to report the legisla-
tion called for by the resolution, and this legislation is then de-
bated 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 RULE IE(;ARIDING BIUGET PIO('EI)URE

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 (including social security, welfare, etc.) not be acted
on before May 15. If a committee wished to have such legislation
considered outside of the prescribed time, it would report out a res-
olution providing for waiver of the rule. This resolution would be
referred to the Budget Committee 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 Commit-
tee (or after 10 days in any case), the resolution of waiver would be
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voted upon by the Senate, and, if it is approved, the Senate could
proceed to consider the legislation.

2. Impact of Public Law 93-311 on Finance Committee

IE(ISIATION WIIICHi RESULTS IN AI)I)ITIONAIL FEI)ERAL, SPENI)ING

Annual report to Budget Committee.-Each year, prior to the con-
sideration of the first concurrent resolution on the budget, each
committee 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 jurisdiction. By statute 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 re-
spect to the 5-year budgetary outlook.

Report after adoption of concurrent budget resolu lion. -The con-
ference report on each budget resolution allocates the outlay and
budget authority totals among the various committees. Each com-
mittee is then required, after consultation with the appropriate
counterpart committee in the House of Representatives, to subdi-
vide its allocation of new budget authority and outlays among the
programs under its jurisdiction (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 Congression-
al 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 considered in the Senate prior to the adoption of the first
concurrent budget resolutizc'. This requirement may be waived
under the special waiver procedure or by a majority vote of the
Senate to suspend this rule. The act also requires that action on
legislation of this type be completed by the seventh day after Labor
Day. In addition, entitlement legislation (other than trust fund leg-
islation) reported after January 1 of any year may not have an ef-
fective date prior to October 1 of that year.

Deadline for reporting authorizing legislation. -Legislation which
authorizes appropriations (but does not necessarily require them)
has to be reported by May 15 preceding the fiscal year for which
the 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 serv-
ices and for maternal and child health. However, if such authoriza-
tions are included in social security trust fund bills (which may not
be reported prior to May 15), this provision does not apply.

Impact of concurrent budget resolutions on legislation. -The first
concurrent resolution, which is to be passed by 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 ap-
propriate spending levels but may direct the committees having ju-
risdiction over spending legislation to report measures to rescind



previously enacted spending authority so as to bring spending for
the comming fiscal year within the levels determined to be appro-
priate. In the case of the Committee on Finance, this may include a
requirement that the committee report legislation to defer or
reduce benefits under entitlement programs including both trust
fund programs (such as unemployment 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
Committee on Finance, this limitation would apply to entitlement
legislation dealing with both trust fund and non-trust-fund pro-
grams. (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 es-
tablish fairly firmly the guidelines within which the Congress con-
siders legislation affecting revenues and spending. Thus, if unreal-
istic objectives are used in setting first resolution totals, commit-
tees may subsequently find their ability to act on desired legisla-
tion impaired.

Appropriations Committee review of entitlement bills.-Legisla-
tion in such areas as supplemental security income, welfare, social
services, or medicaid creates an entitlement to payments on the
part of individuals or State or local governments even though these
programs are funded through appropriations acts. The Congression-
al 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 Committee could not recommend
any substantive changes in the legislation (e.g., lower individual
benefit amounts), but it could recommend an amendment to limit
the total amount of funding available for the legislation. If such
amendment is approved by the Senate, the substantive committee
might have to propose a further amendment to conform the legisla-
tion 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 leg-
islation amending the general revenue sharing program to the
extent that such legislation included an -exemption from that re-
quirement.

In the past, refundable tax credits were treated for purposes of
the Congressional Budget Process as revenue reductions. Under re-
vised procedures adopted in 1978, the budget process now treats the
refundable aspects of such credits as ".outlays" .thus bringing them
within the scope f the above described provisions related to Appro-
priations Committee review of entitlement bills. In addition, the
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authority previously Us(d for disbursing the refundable part of tax
credits has been the permanent appropriation for tax refunds. This
permanent appropriation was amended in 197S so as to require
annual appropriations for this purpose. Tie text of the provision
reads as fbllows:

"No disbursement may be made from the appropriation to
the Treasury Department entitled 'Bureau of Internal Revenue
Ref ending Internal-Revenue Collections' except (a) refunds due
from any credit provision of the Internal Revenue Code en-
acted prior to January 1, 1978.'. (Sec. 304, P.L. 95-,.55.)

Report on spending legislation.-The Congressional Budget Act
requires the committee, in reporting legislation involving increased
s)endilg, 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 practica-
ble, to provide a projection for five fiscal years of the spending
which will result from the legislation.

IEGISIATION RELATING TO REVENUES ANI) I)EBT LIMIT

Animal report to the Budget Comnmiltee.-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 15.-Under the Budget Act,
debt limit or revenue legislation for the upcoming fiscal year is not.
in order for consideration by the Senate (or House) prior to the
adoption of' the first concurrent resolution on the budget. This rule
would not prevent action on revenue changes to be effective in
years after the upcoming fiscal year. (A procedure for waiving this
limitation is provided for; the rule could also be suspended by a
majority vote of the Senate.)

The exact wording of this provision of the Budget Act is not en-
tirely clear. In 1978, the Senate Budget Committee adopted the po-
sition that this restriction required that there be no increase or de-
crease in revenues to become effective in the next fiscal year for
which no budget ,resolution had been adopted. In other words,
under this interpretation, there would always be one "closed year"
for which no revenue change could be considered. Consequently, a
point of order was raised during the consideration of the 1978 tax
cut bill (H.R. 1:3511) against an amendment by Senator Roth on the
Grounds that it provided for a revenue change effective in fiscal
year 1980. (The first budget resolution for fiscal year 1980 would
not have been adopted until approximately May 15, 1979.) The posi-
tion of the Finance Committee was that this restriction in the
Budget Act only applied from the beginning of the calendar year,
"lhen the process of developing the fiscal 1980 budget resolution
has begun. Once that resolution has been approved, revenue
changes may be considered throughout the remainder of the calen-
dar year which would be effective for the fiscal year to which the
resolution applies and for any future fiscal year.
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The point of order raised by the Budget Committee was sus-
tained by the chair, but the ruling of the chair was overturned by
the Senate on a vote of :8 to 48. This occurred on October 5, 1978.

Impact of budget resolulion.-As with spending measures, the
first concurrent resolution adopted in mid-May sets targets with re-
spect to revenue and debt limit legislation, and the second concur-
rent resolution 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 appropri-
ate. Such legislation would have to be reported in time to be in-
cluded in the reconciliation 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 revenue target which exactly
matches the projected revenues under existing law (or any expect-
ed modifications 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 spend-
ing legislation, even the "nonmandatory" first resolution 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.

Required report on tax expenditures. -The Congressional Budget
. . defines the teri "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 committee report accompanying legislation to provide new or
increased tax expenditures include information as to how such leg-
islation will affect the level of tax expenditures under existing law.
The report will also have to include (to extent practicable) a projec-
tion of the tax expenditures resulting from the legislation over a
period of five fiscal years.
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Chart I

Report to Budget
Committee
* Views and estimates of

Finance Committee on:
Expenditures
Revenues
Tax expenditures
Public debt

. Relating both ...to, existi.ng-_la~w ..
and proposals to change
existing law,



Chart I

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
Senate a concurrent resolution on the budget which is, in effect, a
proposed 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 mandates that each committee send to the Budget Committee
its views and estimates on those aspects of the budget which fall
within its jurisdiction. This report is due by March 15 of each year.

In the case of the Committee on Finance, the report to the
Budget Committee must cover the expenditure programs under Fi-
nance 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 1985 (October 1984 to September 1985). The Budget
Committee has requested 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.

ill)



Chart 2.-ECONOMIC ASSUMPTIONS
[Dollars in billions]

1988 1989

Gross national product:
Current dollars ......................................................
Constant (1972) dollars .......................................
Percent change in real GNP ..................................

Personal income....... .. ........ ....
W ages and salaries ...................................................
Corporate profits .......................................................
Percent change in CPI ...............................................
Unemployment rate, annual average (percent) .........
Treasury bill rate (91-day) (percent) .......................

$3,642
$1,616

5.3
$2,978
$1,802

$255
4.4
7.8
8.5

$3,974
$1,682

4.1
$3,224
$1,946

$292
4.6
7.6
7.7

$4,319
$1,750

4.0
$3,503
$2,109

$318
4.5
7.3
7.1

$4,681
$1,820

4.0
$3,782
$2,296

$355
4.2
6.8
6.2

$5,059
$1,892

4.0
$4,055
$2,496

$377
3.9
6.1
5.5

$5,445
$1,966

3.9
$4,358 -

$2,708
$391
3.6
5.7
5.0

1984 1985 1986 1987



Chart 2

Economic Assumptions
The March 15 report to the Budget Committee that is required

by the Congressional Budget Act of 1974 represents the Finance
Committee's views as to revenues, expenditures and other budget-
ary 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 fac-
tors concerning which there reasonably may be differences of opin-
ion. These differences can reflect divergent view-points as to how
the economy will operate and also divergent view-points as to the
type of legislation that may be enacted and its effect on the oper-
ations of the economy. Different programs are particularly sensi-
tive to different aspects of the economy. For example, expenditures
under social security are sensitive to the Consumer Price Index
since that program includes an automatic cost-of-living increase
provision. The unemployment insurance program does not incorpo-
rate such a provision but is, of course, particularly sensitive to the
amount of unemployment. Revenues, similarly, are strongly affect-
ed by the level of personal income and of corporate profits, and, in
the case of payroll tax revenues, by wages and salaries. In addition,
trends in interest rates and the rate of inflation affect the cost of
interest on the public debt.

This chart presents a selection of the most significant economic
indicators as taken from the President's budget.

(13)
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Chart 3

Major Expenditure Programs Under Finance
Committee) u risdiction

Social security cash benefits (see chart 4):
Old-age and survivors insurance (OASI)
Disability insurance (DI)

Unemployment compensation (see chart 5)
Welfare programs for families (see chart 6):

Aid to families with dependent children
Work incentive program
Child support enforcement

Social services (see chart 7)
Supplemental security income for the aged, blind, and disabled

(see chart 8)
Health programs (see charts 9-11):

Medicare
Medicaid
Maternal and child health

Revenue sharing (see chart 12)
Interest on the public debt (see chart 12)



Chart :3

Major Expenditure Programs tnder Finance Committee
.Jurisdiction

This chart lists 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 includ-
ed as an expenditure program since it does constitute a significant
part of the Federal expenditures budget even though the level of
expenditure in this category is not subject to legislative control by
the committee 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 not treated as rev-
enue items insofar as they serve to reduce tax liability and as
"outlay" items insofar as they exceed tax liability. Because such
provisions are in fact considered by the committee and the Con-
gress in the context of revenue legislation, however, they are dis-
cussed in this document at the same point as other revenue items.
The refundable tax credit having significant budgetary impact in
fiscal 1985 is the earned income tax credit.

115



Chart 4.-SOCIAL SECURITY CASH BENEFIT (OASDI) TRUST FUNDS
[In billions of dollars]

Fiscal year-

1984

Present Law:I
Income ...............................................................
Outgo ...................................................................
Repayment of interfund borrowing ........................

Increase or decrease in trust funds ...................
End of year balance in trust funds .............................
Trust fund ratio3 .............................. .........................

1985

175.5
179.2

-3.7
28.3

24

197.0
190.6

6.3
34.6

21

1986

213.5
204.4

7.1
41.8

24
T These are projections under present law based on the economic assumptions in the President's FY 1985 budget.

2 Payments from the OASI trust fund to the hospital insurance trust fund. Under these budget assumptions, a complete
to the Dl trust fund would be made in fiscal year 1988.

3 Assets at start of year as percentage of ,utgo during the year.
Source: SSA, Office of the Actuary, February 8, 1984.

repayment of $5.1 billion

1987

233.2
219.2

8.0
6.0

47.7
26

1988

268.1
234.3

2.4
31.3
79.1

27

1989

296.9
249.4

47.5
126.6

39



Chart 1

Sociha Security Cash Benefit (OASI)I) Trust Funds-Financial
Status for Fiscal Years 198,1-89

The social security cash benefit programs, Old-Age and Survivors
Insurance (OASI) and Disability Insurance (DI), provide income
protection to individuals who work in employment covered by
social security and to their families. The OASI program pays bene-
fits to insured workers age 62 and older, their dependent spouses
and children, and to the surviving spouses and children of deceased
workers. The DI program pays benefits to disabled workers and to
their dependent spouses and children.

The Administration estimates that in fiscal year 1985, 22.4 mil-
lion people age 62 or over, and 3.5 million of their dependents, will
be eligible for social security retirement benefits. About 7.3 million
people will receive benefits because they are survivors of deceased
workers. Some 3.8 million people will receive benefits as disabled
workers or dependents of disabled workers. In total, approximately
37 million people will be receiving some type of social security cash
benefit.

During 1983, the Congress enacted major social security financ-
ing legislation. This was in response to the continuous deteriora-
tion in the financial condition of the OASDI trust funds. The Social
Security Amendments of 1983 (P.L. 98-21), signed into law on April
20, 1983, implemented each of the major recommendations of the
President's National Commission on Social Security Reform, and
closed the short- and long-range deficit in the OASDI programs
identified by the commission.

The 1983 legislation included provisions for reducing future
growth in expenditures and increasing income to OASDI. Provi-
sions that limited growth in expenditures included: shift of the
social security cost-of-living adjustment (COLA) to a calendar year
basis; elimination of windfall benefits for certain workers with pen-
sions from noncovered employment; and a gradual increase in the
normal retirement age from 65 to 67 beginning in the year 2000.
Provisions increasing income to OASDI included: coverage of newly
hired Federal employees and employees of nonprofit organizations;
inclusion of up to 50 percent of social security benefits in the tax-
able income of higher-income beneficiaries with the resulting reve-
nue being credited to the trust funds; and increases in social secu-
rity tax rates.

As illustrated in the table below, the social security (OASDI) pro-
visions in the 1983 Social Security Amendments increased trust
fund income by $118.2 billion over the period fiscal years 1984-89,
and reduced outlays by $23.8 billion over the same period. The 6-
year deficit in the OASI and DI trust fund3 was thus reduced by

171
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$142.0 billion under the President's fiscal year 1985 budget assump-
tions.

IMPACT OF 1983 SOCIAL SECURITY AMENDMENTS BASED ON PRESIDENT'S FISCAL YEAR
1985 BUDGET ASSUMPTIONS'

Iln billions of dollars]

fiscal years-

1984 1985 1986 1987 1988 1989 1984-89

OASDI Trust Funds:
Outlay effect .................. -3.1 -- 3.8 -4.2 -4.2 -4.2 -4.3 - 23.8
Revenue effect ............... 12.3 13.0 12.5 14.9 28.6 36.9 118.2

Impact of social security (OASDI) provisions only.
Source. SSA, Feb. 21, 1984.

The 198:3 Amendments also included a "stabilizer" provision
under which the automatic annual benefit increase is to be based
on the lower of price or wage increases if the trust fund balance at
the end of the prior year is less than 15 percent of outlays for the
following year. (This 15 percent rate applies through 1988 and rises
to 20 percent thereafter.)

The table below displays the economic assumptions underlying
the President's budget as they relate to the OASDI programs.

ADMINISTRATION ECONOMIC ASSUMPTIONS RELATED TO OASDI PROGRAMS
fin percent]

Calendar year-

1984 1985 1986 1987 1988 19 9

Percent change in CPI ........................................ 4.4 4.6 4.5 4.2 3.9 3.6
Benefit increase I ............................................. 2 3.5 4.3 4.6 4.5 4.2 3.9
Real wage differential ............... 1.1 1.4 2.0 2.4 2.6 3.0
Civilian unem ployment rate ................................. 7.9 7.7 7.5 6.9 6.2 5.8

Benefit increase payable in January of the specified year.
2 Actual

Source: SSA, Office of the Actuary, February 8, 1984.

The President's fiscal year 1985 budget reflects implementation
of the 1983 Social Security Amendments. On the basis of the eco-
nomic assumptions in the budget, the Administration now projects
that the reserves of the OASI and DI trust funds would be ade-
quate to ensure timely payment of benefits through 1989, as illus-
trated in Chart 4. Year-end reserves would rise from $28.3 billion
in fiscal year 1984, to $126.6 billion in fiscal year 1989. The OASDI
trust fund ratio (assets at the start of the year as a percentage of
outgo during the year) would therefore rise from 21% at the start
of fiscal year 1985 to 39% at the start of fiscal year 1989. These



projections assume that all interfund borrowing aid accrued inter-
est are repaid by 1989, and take into account advance transfers
that are made at the start of each nionth (the crediting to the trust
funds of the full amount of taxes expected to be collected during
the month).

Given the economic assumptions and revenue and outlay projec-
tions in the President's budget, the COLA stabilizer would riot be
triggered through the budget period (1989. However, recent analy-
ses by the Social Security actuaries indicate that trust fund bal-
ances are not sufficient to assure that the stabilizer would not be
triggered in January 1985 or later years under other reasonable
sets of assumptions.

Social Security (ash Benefit Programs (OASI)I): Proposed
Legislation

The President's budget for fiscal year 1985 includes one proposal
that would increase social security trust fund income. The proposal
to tax currently tax-free employer-paid health benefits, described
in Chart 14, would increase OASDI trust fund income by $886 mil-
lion in fiscal year 1985, $87) million in fiscal year 1986, and $698
million in fiscal year 1987. (The decline in revenues results from
the assumption that part of the revenues generated will be used to
repay the HI trust fund for interfund borrowing.)
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Chart 5.-UNEMPLOYMENT COMPENSATION
[In billions of dollars]

Fiscal year--
Unemployment trust fund 1984 1985

Status of State accounts:
Income:

State taxes ............................................... 17.9 19.0
Interest .................................................... 0 .6 0 .9
Federal loans ............................................ 2.3 2.1

Total .................................................... 20 .8 2 2.0
Outgo:

State benefits ........................................... 15.2 16.7
Federal loans repaid ................................. 0.7 2.3

Total . ................................................... 15 .9 19 .0
Balance at end of year .................................. 12.6 15.5
Less outstanding Federal loans .....................- 13.8 - 12.3

Net balance .............................................. - 1.2 3.2
Status of extended benefit account:

Income:
Federal taxes ............................................ 1.7 1.8
Nonrepayable general fund advances for

Federal supplemental compensation ..... 3.0 1.1
Total ............................................... 4.7 2.9

Outgo:
Extended benefits .............. (1) (1)
Federal supplemental compensation .......... 3.0 1.1
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Chart 5.- UNEMPLOYMENT COMPENSATION - Continued
[In billions of dollars]

Fiscal year-
Unemployment trust fund 1984 1985

Repayment of general fund advances for
extended benefits ................................ 1.6 1.8

Total ................................................ 4 .6 2.9
Balance at end of year .................................. 4.7 2.9
Less outstanding general fund advances ....... 4.6 2.8

N et balance .............................................. 0.1 0.1
Status of administration account:

Income:
Federal taxes and interest ........................ 2.6 2.8
Interest-bearing general fund advances .... 0.3 0.2

Total .................................................... 2 .9 3 .0
Outgo:

State unemployment insurance service ..... 1.6 1.7
State employment service ......................... 0.8 0.9
Federal administration .............................. 0.1 0.1
Repayment of advances ............................ 0.3 0.2

Total ................................................... 2 .8 2 .9
Balance at end of year .................................. 0.5 0.6

Status of railroad UI account:
Income:

Taxes and interest .................................... 0.2 0.2
Loans from retirement account ................. 0.3 0.2

Total .................................................... 0 .5 0 .4
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Chart 5.- UNEMPLOYMENT COMPENSATION- Continued
[In billions of dollars]

Fiscal year--
Unemployment trust fund 1984 1985

Outgo:
Unemployment benefits ............................ 0.3 0.2
Sickness benefits ..................................... 0.1 0.1
Interest on loans ...................................... 0.1 0.1

Total ................... 0.5 0.4
Balance at end of year ................................. (3) (3)

Less loans from retirement account ....... 0.8 1.0
Net balance ......................................... - 0.8 - 1.0

General fund:
Federal employee compensation and unem-

ployment benefits and allowances ac-
counts: (2)

O utlays ................................................ 0.4 0.4
I Extended Benefits outlays were less than $50 million at $8 and $12 million in fiscal

year 1984 and fiscal year 1985, respectively. Half of these amounts is in the State
accounts and half is in the Extended Benefits Account.

2 The programs in this category are: Unemployment Compensation for Federal
Employees; Unemployment Compensation for Exservicemen; Postal Service Employees;
Trade Adjustment Assistance; and Redwood compensation.

3 Less than $50 million at $3 million in each year.



Chart 5

"Unemployment Compen;ation
The unemployment compensation system was enacted as a part

of the Social Security Act of 1935 to provide partial wage replace-
ment to covered workers during periods of temporary and involun-
tary unemployment. The program is a joint Federal-State system
composed of programs administered by the 50 States, the District of
Columbia, Puerto Rico, and the Virgin Islands.

The major provisions of the unemployment compensation pro-
gram are determined by State laws. In general, State laws estab-
lish eligibility requirements, the number of weeks an individual
may collect unemployment compensation, the amount of the
weekly benefit, the circumstances under which benefits may be
denied, the length of denial, and the State unemployment tax
structure.

The unemployment compensation system is financed by State
and Federal payroll taxes on employers. Under the Federal Unem-
ployment Tax Act (FUTA), a payroll tax of 3.5 percent on the first
$7,000 of wages is levied on employers. If the State's unemploy-
ment compensation program meets the requirements of Federal
law, employers in that State receive a 2.7 percent credit against
the 3.5 percent Federal unemployment tax. Thus the Federal tax
rate in a State which has an approved program is 0.8 percent. The
tax may be higher in States having outstanding unemployment in-
surance loans from the Federal Government.

The Federal tax is used to pay both State and Federal adminis-
trative costs associated with the unemployment compensation and
State employment service programs, to pay most of the cost of op-
erating State employment service programs, to fund 50 percent of
the extended benefits paid to unemployed workers under the Fed-
eral-State Extended Unemployment Compensation Act of 1970, and
to maintain a loan fund from which an individual State may
borrow when it lacks funds to pay State unemployment compensa-
tion benefits.

States also levy unemployment compensation taxes on covered,
private employers in the State. State taxes finance regular State
benefits and one-half the cost of extended benefits. State unemploy-
ment funds are deposited with the Federal Government in the un-
employment trust fund, which is a part of the unified Federal
budget. States then pay benefits from this fund.

Most unemployment benefits are paid through the Federal Un-
employment Trust Fund which consists of a number of accounts
and which draws its funding partly through State payroll taxes,
partly through the Federal Unemployment Tax, and partly from
general revenues.
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Regular State unemployment benefits are paid by the States
from individual State accounts in the trust fund. These State ac-
counts are primarily- funded by State payroll taxes on employers.
However, if a State account is unable to meet its obligations, the
State account may be supplemented by loans from a Federal loan
account in the trust fund.

In most States, regular State unemployment benefits are payable
for a maximum of 26 weeks. In times of high unemployment, the
Federal-State extended benefit program goes into effect providing
up to 13 additional weeks of benefits.

The extended benefits program triggers on in a State when the
insured unemployment rate (IUR) in that State reaches at least 5
percent and is at least 20 percent higher than the rate prevailing
on average during the comparable period in the previous 2 years.
However, a State may elect an optional trigger which permits the
payment of extended benefits when the State IUR is at least 6 per-
cent, even if that rate is not 20 percent higher than the rate pre-
vailing in the 2 prior years.

Federal general revenue funds are advanced as needed to cover
shortages in the account which pays the Federal share of extended
benefits and in the account from which States borrow to meet
shortages in State accounts. In addition, general revenues are used
to meet the cost of certain benefits provided under Federal law.
These include unemployment benefits for Federal employees and
ex-servicemen, trade adjustment assistance benefits, and benefits
under special programs related to disaster relief and the Redwoods
Park. Except for Federal civilian employees and ex-service mem-
bers, these separately funded general revenue programs are not in-
cluded in the trust fund totals.

A special program also exists for workers in the railroad indus-
try. This is funded by employer contributions whih are paid into a
separate trust fund account administered by the Railroad Retire-
ment Board.

The Tax Equity and Fiscal Responsibility Act of 1982 (Public
Law 97-248) established the Federal Supplemental Compensation
(FSC) program, which provides additional weeks of unemployment
compensation to individuals who have exhausted their regular
State benefits and any extended benefits to which they were enti-
tled. The program is financed by general revenues. Weekly benefit
amounts are identical to regular State program benefits for each
claimant.

As originally enacted, the FSC program provided 10, 8, or 6 addi-
tional weeks of benefits. The Surface Transportation Assistance
Act of 1982 (Public Law 97-424) increased the maximum number of
weeks of FSC benefits to 16, 14, 12, N0, or 8, depending on the State
where the individual qualified for the benefits between September
12, 1982 and March 31, 1983. The program was extended from
March 31, 1983, through September 30, 1983, by the Social Security
Amendments of 1983 (Public Law 98-21) and provided 8 to 14
weeks of benefits during this period. Public Law 98-118 extended
the program for 3 weeks from September 30, 1983 through the
week of October 16, 1983.
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The Federal Supplemental Compensation Amendments of 1983
(Public Law 98-135) extended the FSC program from the week of
October 23, 1983, through the week of March 31, 1985.

Basic FSC benefits.-Under this extension the number of basic
weeks of FSC payable in the States ranges from 8 to 14 weeks. The
maximum in each State is determined by the State's moving 13-
week average insured unemployment rate (IUR), as determined in
the current extended benefit and FSC programs, or the State's cu-
mulative average IUR since January 1, 1982, and through the
second preceding calendar quarter.

A maximum of:
(a) 14 weeks is payable in States with a moving 13-week

average insured unemployment rate (IUR) of at least 6.0 per-
cent or a cumulative average IUR since January 1, 1982 of at
least 5.5 percent.

(b) 12 weeks is payable in States with a moving 13 week
average IUR of 5.0 to 5.9 percent or a cumulative average lUR
since January 1, 1982 of 4.5 to 5.4 percent.

(c) 10 weeks is payable in States with a moving 13 week aver-
age IUR of 4.0 to 4.9 percent.

(d) 8 weeks is payable in all other States.
Unemployed workers who first apply for FSC benefits for or after

the week of October 23, 1983 receive weeks of FSC benefits equal to
55 percent of the number of weeks of regular State unemployment
benefits they received, up to the maximum number of basic FSC
benefits payable in the State in the week in which they first file
their claims.

Limitation on reduction of basic weeks payable in a State.-Be-
ginning with the week of October 23, 1983, (a) the maximum
number of basic weeks payable in a State will be adjusted (up or
down) no more frequently than every 13 weeks; and (b) a single ad-
justment shall not exceed 2 weeks.

Limitation on reduction of FSC weeks payable to individuals.-
Beginning with the week of October 23, 1983, individuals will con-
tinue to be eligible for the number of FSC weeks to which they
were entitled at the time they first qualified for FSC, regardless of
changes (up or down) in the number of basic weeks payable in the
State. As under current law, an individual who makes an inter-
state claim for FSC benefits will receive the lesser of (a) the
number of weeks of FSC payable in the State in which he receives
the benefits or (b) the maximum number of weeks payable in his or
her former State.

PROPOSED LEGISLATION

The Administration proposed to cover railroad employment
under the Federal-State unemployment insurance system begin-
ning in 1985. This proposal would also require the insolvent Rail-
road Unemployment Insurance program to repay its debt to the
Railroad Retirement program by 1995. At the end of 1983, this debt
exceeded $600 million.

The Administration projected that the Unemployment Trust
Fund will need $0.5 billion in General Fund advances for Fiscal
Year 1984 to help finance additional State loans of $2.3 and $2.1
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billion in Fiscal Year 1984 and Fiscal Year 1985, respectively.
Moreover, the Trust Fund will repay $1.3 and $1.5 billion of these
advances in these years. This would leave outstanding General
Fund advances to the Unemployment Trust Fund at $13.7 billion
and $12.2 billion at the end of Fiscal Year 1984 and Fiscal Year
1985, respectively. States owe over two-thirds of this debt and the
Extended Benefits program owes the remainder.
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Chart 6.-WELFARE PROGRAMS FOR FAMILIES
[In billions of dollars)

Fiscal year-

1984 1985

Present law:
Aid to families with dependent children:

Welfare payments ........................... 6.628 6.826
Adm inistration ................................. .791 .952

Work incentive program (WIN) ................ .271 .000
Child support:

Total AFDC collections ..................... .971 1.033
Federal share ............. .399 .444
Total administrative costs ................ .764 .799
Federal share .................................. .538 .564

Title IV-B (child welfare) ..................... . 169 .169
Title IV-E (foster care, adoption assist-

ance) .................................................. 1 .445 .493
Proposed legislation:

A FD C ........................................................................ - .6 10
WIN ............................................................. 2 271
Child support enforcement ........................................ - .042
Title IV- E ................................................................. - .020

'The budget also includes 1984 supplemental requests of $38 million for foster care
to meet prior year claims, and of $5 million for adoption assistance to meet 1984 claims.

2 Funding level determined by appropriation. The Administration is proposing to repeal
the WIN program.

3 Includes $19 million in child support administrative cost reductions, and $23 million
in AFDC savings resulting from child support changes.



Chart 6

Welfare Programs for Families
A. All) To FAMILIES WITHI i)EPEN)ENT ('HILI)REN

The program of Aid to Families with Dependent Children
(AFDC) provides Federal matching for State programs of cash as-
sistance to needy families with children in which at least one
parent is deceased, disabled, or absent from the home. States, at
their option, may also provide benefits for families in which de-
pendency arises from the parent's unemployment. Twenty-five ju-
risdictions are currently providing benefits to families with unem-
ployed parents. The amount of Federal matching for AFDC benefits
varies from State to State under formulas providing higher per-
centages in States with lower per capita incomes. The national
average contribution by the Federal Government is 54 percent.
States establish their own income eligibility and benefit levels.

According to the Administration, under present law the average
number of families and recipients receiving monthly payments is
as follows:

[In millions]

Fiscal year-

1983 1984 1985
est. est.

Fa m ilies ............................................................................................ 3 .6 3 .6 3 .6
Ind ivid uals ........................................................................................ 10 .6 10 .4 10 .4

Administration estimates for Federal program costs under

present law are as follows:

[In millions of dollars]

Fiscal year-

1983 1984 1985
est. est.

A FDC benefits ................................................................................... 6,849 ' 6,558 6,754
Emergency assistance ......... .......... ..... 55 55 56
Adult assistance in jurisdictions ....... .............. 14 14 14
State and local administration and training ...................................... 815 751 914
Federal adm inistration ...................................................................... 35 40 38
Repatriation of U.S. nationals ....................................................... . ... 1 1 2

Totl.................. ... ,769..7,419..7,778Total ................................................................................... 7,769 7,4 19 7,7 78

'Includes reductions for erroneous payments of $347 million in 1984 and $223 million in 1985.

29)
30-864 0-84--3
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A number of legislative changes aimed at reducing AFDC ex-
penditures were included in the Omnibus Budget Reconciliation
Act of 1981. These amendments defined and limited amounts of
earnings that can be "disregarded" in determining benefits. They
authorized States to develop a variety of new employment pro-
grams for recipients, including community work experience pro-
grams, work supplementation programs and Work Incentive dem-
onstration programs. They tightened the eligibility and benefit de-
termination process by requiring States to use retrospective ac-
counting and monthly reporting procedures. In addition, the
amendments further limited eligibility and benefit payments by:
requiring that a stepparent's income be counted in determining the
family's benefit; providing eligibility for a pregnant woman with no
other children only beginning with the 6th month of pregnancy; re-
quiring that lump-sum payments be treated as income in the
month of receipt and future months; establishing maximum asset
limits; requiring that the amount of earned income tax credit
(EITC) which an individual is eligible to receive on an advance
basis be assumed in determining the amount of the benefit, wheth-
er or not the EITC is actually received; and requiring States to re-
cover overpayments and pay underpayments. At the time of the
passage of the Reconciliation Act, the Congressional Budget Office
estimated that the legislative changes in the AFDC program would
produce AFDC savings in fiscal year 1982 of $1,026 million. CBO
recently estimated the amount of savings at $637 million.

Additional changes in the AFDC program were made by the Tax
Equity and Fiscal Responsibility Act of 1982. The 1982 legislation
authorized State welfare agencies to require both applicants and
recipients to participate in job search programs; permitted prora-
tion of benefit amounts for shelter and utilities when AFDC fami-
lies share a household with others; prohibited payments where ab-
sence is due solely to active duty in a uniformed service; permitted
the disregard of certain statutorily mandated payments made by a
State welfare agency; permitted the disregard of supplementary
payments made by a State to compensate for a lag in benefit ad-
justment due to retrospective accounting; required States to make
benefits payable no earlier than the date of application; required
the rounding of need and benefit amounts to the next lower whole
dollar; and reduced the payment error rate which States may have
before being subject to a reduction in Federal matching from 4 per-
cent to 3 percent, beginning in fiscal year 1984, CBO originally esti-
mated AFDC savings from these changes at $85 million for fiscal
year 1983, but is now estimating savings of $35 million in 1983.

B. WORK INCENTIVE PROGRAM

The Work Incentive (WIN) program is charged with administer-
ing the work registration requirement for AFDC recipients, and
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providing employment and training services for those who are re-
quired to register or who volunteer fbr WIN services. The program
also provides support services, :,ncluding child care, for those who
need them in order to world, or take training. The program is ad-
ministered jointly at the Federal level by the Department of
Health and Human Services and the Department of Labor, and at
the State level by the welfare (or social service) agency and the em-
ployment service. The Federal matching share is 90 percent.

The Omnibus Budget Reconciliation Act of' 1981 included a provi-
sion authorizing States to operate a 3-year demonstration program
as an alternative to the curIrnt WIN program. The demonstration
is aimed at testing single-agency administration, and the demon-
stration must be operated under the direction of the welfare
agency. The legislation includes broad waiver authority to allow
States to experiment with alternative methods of providing em-
ployment and training services. (The period tbr applying for HHS
approval of demonstration programs was extended to June 30, 1984
by the Tax Equity and Fiscal Responsibility Act of 1982.)

Funding for WIN was $365 million in fiscal year 1981, $281 mil-
lion in fiscal year 1982, and $271 million in fiscal years 1983 and
1984.

C. (HliI) SUPPORT ENFOR(CEMENTr

The purpose of the Child Support Enforcement (CSE) program is
to enforce support obligations owed by absent parents to their chil-
dren, locate absent parents, establish paternity, and obtain child
support. The program is closely tied to the AFDC program. As a
condition of eligiblity for AFDC, each applicant or recipient must
assign the State any rights to support which he may have in his
own behalf or in behalf of children in the family, and must cooper-
ate with the State in establishing paternity and in obtaining sup-
port payments. States are also required to provide child support
services to families who are not eligible for AFDC.

The Federal Government pays 70 percent of State and local ad-
ministrative costs for services to both AFDC and non-AFDC fami-
lies on an open-end entitlement basis. Funding for services to non-
AFDC families was originally enacted on a temporary basis, but
was made permanent in Public Law 96-272, enacted in 1980. In ad-
dition, 90 percent Federal matching is available on an open-end en-
titlement basis to States that elect to establish an automatic data
processing and information retrieval system. The Secretary must
approve the system as meeting specified criteria before matching
may be paid to the State.

Collections made on behalf' of AFDC families are used to offset
the cost to the Federal and State governments of welfare payments
made to the family. The amounts retained by the government are
distributed between the Federal and State governments according
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to the proportional matching share which each has under a State's
AFDC program.

Finally, as in incentive to encourage State and local governments
to participate in the program, the law provides for a payment
equal to 12 percent of collections made on behalf of AFDC families.
These incentive payments are deducted from the Federal share of
collections.

According to Administration data, child support collections and
expenditures are as follows:

[In millions of dollars]

Fiscal year-

1983 1984
est.

To ta l co llectio ns .............................................................................................. 2 ,0 2 8 ( ')
A FD C collections .................................................................................... 8 80 9 7 1
N on-A FD C collections ............................................................................ 1,14 7 (1)

Total adm inistrative expenditures ................................................................... 715 764
Fed era l sha re ......................................................................................... 5 0 1 5 3 8
S tate sha re ............................................................................................ 2 14 2 2 6

Federal incentive payments to States and localities ........................................ 121 117

Not available.

The program made collections on behalf of 587,000 AFDC fami-
lies and 501,000 non-AFDC families in fiscal year 1983.

The Omnibus Budget Reconciliation Act of 1981 included several
provisions aimed at making the program more effective and reduc-
ing administrative costs. The amendments: authorized the collec-
tion of past-due child and spousal support from Federal tax refunds
in the case of families receiving AFDC; expanded the authority in
prior law to enforce obligations for support of a child to include, in
addition authority to enforce obligations for support of the parent
with whom the child is living; required States to retain a fee equal
to 10 percent of the support owed on behalf of a non-AFDC family,
to be charged against the absent parent and added to the amount
of the collection; provided that a support obligation assigned to the
State as a condition of AFDC eligibility may not be discharged in
bankruptcy; and required States to have a program to collect child
support obligations which are being enforced under a State child
support enforcement program by reducing the unemployment bene-
fits of an absent parent. The CBO has estimated savings from these
changes of $107 milion in fiscal year 1982 and $125 million in 1983.

Changes made by the Tax Equity and Fiscal Responsibility Act of
1982 included a reduction in Federal matching for the child sup-
port enforcement program. Federal matching for State administra-
tive costs was reduced from 75 percent to 70 percent, effective Octo-
ber 1, 1982; child support incentive payments were reduced from 15
to 12 percent, effective October 1, 1983; and Federal matching for
the costs of court personnel was repealed, effective October 1, 1983.
The 1982 Act also restored the law in effect prior to the 1981 Rec-
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onciliation Act which allows States to charge a reasonable fee for a
non-AFDC collection and retain from the amount collected an
amount equal to administrative costs not covered by the fee. The
amendment retains, as a State option, the authority to collect from
the parent who owes child or spousal support an amount to cover
administrative costs, in addition to the child support payments.
The 1982 Act also included a provision relating to the treatment of
child support collections made after the first month of AFDC ineli-
gibility. CBO has estimated savings from these changes at $62 mil-
lion in fiscal year 1983 and $120 million in fiscal year 1984.

Child Welfare, Foster Care and Adoption Assistance
1). C'I!I11,I1) WEI1,FARItE SER VI CE S

Under title IV-B of the Social Security Act, grants to the States
are authorized for the purpose of providing child welfare services.
Allocations to the States reflect State per capita income and the
size of the population under age 21. Public Law 96-272, the Adop-
tion Assistance and Child Welfare Act of 1980, restructured the
child welfare services program to place greater emphasis on serv-
ices designed to prevent or remedy the need for long-term foster
care. The child welfare services program received $160 million in
appropriations in fiscal year 1983, and $169 million in fiscal year
1984 (for both services and training).

E. FOSTER CARE AND ADOPTION ASSISTANCE
The Adoption Assistance and Child Welfare Services Act of 1980

(P.L. 96-272) involved a major restructuring of Social Security Act
programs for the care of children who must be removed from their
own homes. In particular, prior law was modified to lessen the em-
phasis on foster care placement and to encourage efforts to find
permanent homes for children either by making it possible for
them to return to their own families or by placing them in adop-
tive homes. The foster care and adoption assistance program is em-
bodied in title IV-E of the Social Security Act.

Before fiscal year 1981, open-ended Federal matching was pro-
vided for foster care payments under the AFDC program for chil-
dren who met certain specified conditions. Public Law 96-272 set a
ceiling on Federal foster care matching funds for 4 years beginning
with fiscal year 1981. The ceiling is contingent upon. the appropri-
ation of specified additional amounts for the child welfare services
program.

Title IV-E authorizes an adoption assistance program under
which a State is responsible for determining which children in
foster care are eligible for adoption assistance because of special
needs which have discouraged their adoption. In the case of any
child meeting the special requirements set forth in the law, the
State may offer adoption assistance to parents who adopt the child.
The amount of assistance is agreed upon between the parents and
the agency.

Federal matching for the foster care and adoption assistance pro-
grams is at the medicaid matching rate. Budget authority for foster
care was $395 million in fiscal year 1983, increased to $440 million



;34

in fiscal year 1984. Budget authority fbr adoption assistance was $5
million in each of those fiscal years.

PROPOSED) LEGISLATiON

A. Aid to Families with i)ependent children n
The President's budget includes a number of proposals to reduce

the cost of the AFI)C program. As shown in the table below, the
Administration estimates that savings would total $610 million in
fiscal year 198,, $829 million in fiscal year 1986, and $819 million
in fiscal year 1987. The proposals are the same as those proposed in
1984.

AFDC PROPOSALS

[In millions of dollars[

Fiscal year-

1985 1986 1987

Establish a standard filing unit ................................................. - 143 - 144 - 148
Limit assistance for minor parents ........................................... - 19 - 20 - 20
Require States to adjust shelter and utility costs ...................... - 263 - 266 - 272
End benefits to employable parents when youngest child is

16 1....................................................................................... - 17 - 19 - 17
Require all employatie individuals to participate in work

activities .............................................................................. - 17 1 - 342 - 324
Prohibit payments when absence of parent is due solely to

employment ..................... -5 -5 -5
Sanction parent for voluntarily quitting work or reducing

earning s ............................................................................... - I -- I - 1
Permit States to require parents of children age 3 through 5

to register for work if child care is available ........... -23 -63 -64
O ther changes ......................................................................... . (1 ) (1 ) (1 )

Total AFDC savings (reflects interaction of provi-
sions) ......................................................................... 2 - 6 10 - 829 - 8 19

Negligible.
2 Dces not reflect savings associated with the child support enforcement proposal to mandate changes in

State laws. This is an additional $23 million in fiscal year 1985, S42 million in fiscal year 1986, and $61
million in fiscal year 1987.

Establish a standard filing unit.-There is no requirement in
present law that parents and all siblings be included in the AFDC
filing unit. Families applying for assistance may exclude from the
filing unit certain family members who have income which might
reduce the family's benefit. For example, a family might choose to
exclude a child who is receiving social security or child Support
payments, if the payments would reduce the family's benefits by an
amount greater than the amount payable on behalf of the child. In
addition, a mother who is a minor is excluded if she is supported
by her parents. However, if she has no income of her own which
may be attributed to her child, the child may qualify for assistance
as a one-person unit, and receive proportionately more in assist-
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ance than it would receive as part of a two-person unit. The income
of the minor parent's parents is not considered in determining the
eligibility of the child.

The Administration's proposal would require States to include in
the filing unit the parents and all dependent minor siblings (except
SSI recipients and any stepbrothers and stepsisters) living with a
child who applies for or receives AFDC. In addition, if a minor who
is living in the same home as his parents applies for aid as the
parent of a needy child, the income of the minor's parents would be
counted as available to the filing unit. The rules that would be
used in determining the amount of available income would be the
same as are currently used in counting the income of stepparents.
A similar proposal was agreed to by the Senate in 1982, but was
dropped in conference with the House. The committee approved
the provision a second time as part of S. 2062, the Omnibus Recon-
ciliation Act of 1983.

Limit assistance for minor parents.-Under present law, a minor
parent who has a child, and who leaves home, may establish her
own household and claim AFDC as a separate family unit. The
income of the parents of the minor parent is not automatically
counted as available to the minor parent, because they are not
sharing the household.

The Administration is proposing that, in the case of a minor
parent who is not and has never been married, AFDC may be pro-
vided only if the minor parent resides with her parent or legal
guardian, unless the State agency determines that (1) the minor
parent has no parent or legal guardian who is living and whose
whereabouts are known, (2) the health and safety of the minor
parent or the dependent child would be seriously jeopardized if she
lived in the same residence with the parent or legal guardian, or
(3) the minor parent has lived apart from the parent or legal
guardian for a period of at least one year prior to the birth of the
child, or before claiming aid, whichever is later. The State agency
would be given authority to make payments to a protective payee
with respect to a minor parent affected by the provision, until the
individual is no longer considered a minor by the State.

The committee approved a similar provision in 1982, but it was
dropped in conference with the House. The committee approved
the provision a second time as part of S. 2062, the Omnibus Recon-
ciliation Act of 1983.

Require States to adjust shelter and utility costs.-An amend-
ment in the Tax Equity and Fiscal Responsibility Act of 1982 gave
States the option of prorating or otherwise adjusting the portion of
the AFDC benefit which is paid for shelter and utilities to take into
account economies of scale which may result when the AFDC
family shares a household with other individuals. States were given
flexibility in determining the method of adjustment they wished to
use.

The Administration is proposing to require States to adjust the
portion of the AFDC grant for shelter and utilities where the as-
sistance unit shares the household with other individuals. States
would have the option of using a prescribed fractional method to
prorate shelter and utilities or to develop an alternative method
which would require prior approval by the Secretary. No adjust-
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ment would be made with respect to SSI recipients who are living
with the AFDC family and whose SSI benefits are reduced by one-
third because of the special SSI rule for counting in-kind support
and maintenance.

End benefits to employable parents when youngest " hi/d is 16.-
Current law continues the eligibility of a parent/caretaker so long
as the youngest child is eligible for benefits, i.e., until the child
reaches 18, or, at the option of the State, age 19 if the child is in
school and is expected to complete his course of 'tudy before his
19th birthday. Under the Administration's proposal, when the
youngest child reaches 16, an employable caretaker relative would
no longer be considered part of' the assistance unit. The caretaker
relative would be considered employable if he was required to reg-
ister and participate in the State's work-related programs for
AFDC recipients. If the excluded caretaker relative is the parent of
the child, his income must be considered as available to the child
after application of certain disregards. This proposal was agreed to
by the committee in 1982, but was deleted in conference with the
House.

Require all employable individuals to participate in work activi-
ties.-The AFDC statute requires that all applicants and recipients
of assistance who are not specifically exempt must register for
work or training under the work incentive (WIN) program. The
WIN program operates in all States. The statute provides for dual
administration by the welfare agency and the employment service.

The Omnibus Budget Reconciliation Act of 1981 included a provi-
sion authorizing States to operate 3-year demonstration programs
as alternatives to the current WIN program. The demonstration is
aimed at testing single-agency administration and must be operat-
ed under the direction of the welfare agency. The legislation in-
cludes broad waiver authority.

The 1981 Reconciliation Act also authorized States to operate
community work experience (CWEP) programs which serve a
useful public purpose, and to require AFDC recipients to partici-
pate in these programs as a condition of eligibility. In addition, the
1981 Reconciliation Act included a provision under which States
are permitted to use any savings from reduced AFDC grant levels
to make jobs available on a voluntary basis. Under this approach
(work supplementation), recipients may be given a choice between
taking a job or depending upon a lower AFDC grant. States may
use the savings from the reduced AFDC grant levels to provide or
underwrite job opportunities for AFDC eligibles. Another work-re-
lated provision was enacted in the Tax Equity and Fiscal Responsi-
bility Act of 1982, which authorized States to require applicants
and recipients to participate in job search programs operated by
the welfare agency.

The Administration is proposing amendments which would sub-
stantially restructure the work-related activities and requirements
for AFDC applicants and recipients. All activities would be operat-
ed by or under the direction of the State welfare agency. The work
incentive program would be repealed. The work supplementation
program would also be repealed and replaced with a new optional
subsidized employment program. The State welfare agency would
thus have three employment programs to which to refer AFDC ap-
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plicants and recipients: the community work experience program,
employment search, and, at its option, subsidized employment.

Both the employment search program and the community work
experience program would become mandatory with the State wel-
fare agencies. States would be penalized if less than 75 percent of
those persons required to register for work or training were actual-
ly participating in one of the authorized programs.

The proposed new law would establish rules for referring all non-
exempt applicants and recipients to particular programs. Parents
in a family receiving benefits on the basis of the unemployment of
the principal earner must be referred to CWEP and employment
search. All other recipients must be referred to CWEP and to em-
ployment search, or, to the extent the State finds appropriate, to
subsidized employment. Applicants must be referred to employ-
ment search.

Prohibit payments when absence of parent is due solely to employ-
ment.--Under current law, if a parent leaves the home in order to
maintain employment elsewhere, the remaining members of that
parent's family may be eligible for AFDC on the basis that the
parent is "absent from the home."

The proposed change would prohibit AFDC payments in any case
in which the sole reason for a parent's absence is employment-re-
lated activity. This provision is similar to a change made in the
Tax Equity and Fiscal Responsibility Act of 1982 which prohibits
assistance to families when the sole reason for such assistance is
the absence of a parent due to performance of duty in one of the
uniformed services.

Sanction parent/caretaker for voluntarily quitting work, reducing
earnings, refusing employment, or refusing a CWEP assignment.-
Current regulations provide sanctions for AFDC recipients who are
required to register for employment and training if they voluntar-
ily quit work, reduce earnings, refuse employment, or refuse a
CWEP assignment. This penalty does not apply to those who are
not required to register because they are employed 30 hours or
more a week, or live in an area so remote from a WIN program
that their participation is precluded.

The Administration proposes to extend the sanctions to these
nonregistrants. The committee approved this provision in 1982, but
it was not agreed to by the House conferees.

Permit States to require parents of children age 3 through 5 to
register for work if child care is available.--Under current law the
parent or other caretaker relative of a child is required to register
for work if the youngest child is age 6 or older. In addition, States
have the option of requiring AFDC mothers whose youngest child
is between 3 and 6 to participate in the community work experi-
ence program if child care is available.

The Administration proposal would permit States to require the
parent or caretaker relative to register for other work activities in
addition to CWEP, if the youngest child is between 3 and 6 years
old and if child care is available.

Other changes for which the Administration has not estimated
costs or savings.-The Administration is planning to submit a
number of additional amendments for which it has not estimated
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any budget effect. All of these amendments were also proposed last
year.

1. Make clear that the term "earned income" means gross earn-
ings.-The AFDC statute requires the States to disregard certain
amounts of a family's earned income in determining eligibility and
benefit amounts. Courts in several States have been asked to inter-
pret whether the term "earned income" refers to the gross amount
earned by an individual before deductions are taken (for income
taxes, insurance, FICA, support payments, or other items, regard-
less of whether the deduction is voluntary or involuntary), or
whether the term refers to net earnings, after such deductions are
taken. Regulations of the Department of Health and Human Serv-
ices require that the term be interpreted as referring to gross earn-
ings. Both the 3rd and 4th Circuit Courts of Appeal have ruled in
the I)epartment's favor. However, the 9th Circuit Courts of Appeals
has ruled that the term must be interpreted as referring to net
earnings. The Supreme Court recently agreed to hear the case. The
Administration is proposing to ar~iend the statute to make clear
that the term "earned income" means the gross amount of earti-
ings, prior to the taking of payroll or other deductions. The com-
mittee agreed to this provision last year as part of S. 2062, the Om-
nibus Reconciliation Act of 1983. (Although the Administration's
budget assumes that the law will be interpreted in accordance with
regulations and therefore does not project savings from this provi-
sion, CBO has estimated 1985 savings of $24 million, taking ac-
count of the fact that a number of States are administering the
provision as directed by the courts.)

2. Require counting of lump-sum income received by an indit'idu-
al who is not in the unit but whose income is counted.-The present
rule that requires the counting of nonrecurring lump-sum income
as income available to the family in the month it is received and
also in future months applies only to income of individuals who are
claiming assistance on their own behalf. The Administration pro-
poses applying the same rule to income received by any person
whose income the State considers in determining the family's
AFDC benefits, but who is rot himself a recipient, e.g., stepparents
and sponsors of aliens.

J. Permit CWEP work for Federal agencies.-The Administration
is proposing to make clear that participation in a community work
experience program (CWEP) may include work performed for a
Federal office or agency. Such work would not be considered to con-
stitute Federal employment, and the State agency would be re-
quired to provide appropriate workers' compensation and tort
claims protection to each participant. The committee agreed to this
provision last year as part of S. 2062, the Omnibus Reconciliation
Act of 1983.

4. Repayment of AFDC from retroactive payment of periodic bene-
fits.-The Administration is proposing that, whenever an individu-
al or family who received AFDC (within such prior period as pre-
scribed by regulation) receives a payment of retroactive periodic
benefits under any other public program (excluding SSI), which, if
the benefits had been paid when they were regularly due rather
than retroactively, would have resulted in a reduction in the AFDC
payment, the State agency must treat the amount of the reduction
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as if it were an overpayment. The amount would then be subject to
the same rules for recovery of overpayments as are applied under
current law.

5. Count as income amounts withheld under other public benefit
programs because of a penalty.-The Administration is proposing to
require States to count as income amounts being withheld from
public benefit payments because of the imposition of a penalty or
other such sanction if such amounts would otherwise have been
counted as income.

6. Limit who may be considered an "essential person. "-Regula-
tions allow States to treat an individual as an "essential person"
for purposes of determining a family's AFDC grant. The States are
free to define the term as they wish. If an individual is considered
an essential person, his needs are considered together with the
family's in determining the benefit amount. His income and re-
sources are also added to those of the family. The Administration is
proposing to amend the statute to limit the inclusion of an individ-
ual as an "essential person" to an individual who is living in the
same home as the child and furnishing personal services required
(1) because of the relative's physical or mental inability to provide
necessary care for himself or for the dependent child, or (2) in
order to permit the relative to engage in full-time employment.

7' Effect of participation in strike on eligibility for AFDC.-Cur-
rent law prohibits payment of AFDC to a family if a caretaker rel-
ative (mother, father, or other relative) is, on the last day of the
month, participating in a strike. The Administration's proposal
would limit the prohibition on payment of AFDC to cases in which
the parent who is employable (rather than any caretaker relative)
is on strike. It is also proposing to change the date for which the
finding is made from the last day of the month to the last day of
the preceding month (or, at State option, the second preceding
month), in order to take account of the procedures used by the
State for retrospective accounting and monthly reporting. A provi-
sion would also be added to deny assistance to the family if the em-
ployable parent is participating in a strike on the day the applica-
tion is filed, and to exclude from the family's grant determination
the needs of any other individual who is on strike on the day of
application.

8. Disclosure of AFDC information to law enforcement officials.-
The Administration proposes to allow disclosure to law enforce-
ment officials of AFDC information for use in connection with any
criminal proceeding. Present law restricts disclosure to purposes di-
rectly related to the administration of Federal or federally assisted
programs which provide assistance to individuals based on need.

9. Eligibility of alien whose sponsor is an agency or organiza-
tion.-The Administration is proposing to make ineligible for bene-
fits an alien with respect to whom an agency or organization has
executed an affidavit of support as a sponsor of the alien's entry
into the United States, unless the State welfare agency determines
that the sponsoring agency or organization is no longer in exist-
ence, or that it does not have the financial ability to meet the
alien's needs. The determinations would be made by the State
agency based upon such criteria as it may specify and upon such
documentary evidence as it may require.
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10. Impose sanction when the caretaker relative refuses to repay
an earlier overpayment. -Under present law, States must collect
overpayments of AFDC using procedures specified in Federal law.
The Administration is proposing to amend the overpayment provi-
sion to require States to impose a sanction in cases in which the
caretaker relative in a family that continues to receive AFDC re-
fuses to repay an earlier overpayment.

B. Work Incentive (WIN Program

The appropriation for the WIN program was $365 million in
fiscal year 1981, $281 million in fiscal year 1982, and $271 million
in fiscal years 1983 and 1984. The Administration requested that
no funds be appropriated for WIN in fiscal years 1983 and 1984,
and is repeating the zero appropriation request for fiscal year 1985.

The Administration suggests that the services authorized under
the WIN program may be provided by other programs, including
the other AFDC work-related programs, the social services block
grant, and the Job Training Partnership Act. Phase-out activities
in 1985 would be paid for by using the unexpended 1984 carryover
funds.

Although the regular WIN program and the WIN demonstration
program would be repealed under the Administration's budget, lan-
guage has been included in the proposed appropriation act to allow
50 percent Federal matching funds to be used by the States to oper-
ate certain work program activities. The Administration has indi-
cated that this authority to use AFDC administrative matching
funds would be limited to those activities which have been found to
be useful components of WIN demonstration programs, particular-
ly grant diversion programs.

C. Child Support Enforcement

The Administration's budget recommends major changes in the
child support enforcement program. The budget effect of the rec-
ommendations is summarized below.

CHILD SUPPORT ENFORCEMENT PROPOSALS
[In millions of dollars]

Fiscal year-

1985 1986 1987

Reduce Federal match from 70 to 65 percent .............. 0 --39 -42
Replace incentive form ula ................................................................. 0 + 33 + 38
Require fees ..................................................................................... - 3 6 - 39 - 42
ADP impact of legislative changes .................... 0 -5 + 5
Administrative impact of increased non-AFDC caseload .................... + 13 +41 + 71
Grants for interstate activities .......................................................... + 15 + 15 + 15
Administrative savings from mandatory practices ............................. - 11 -- 11 -. 11

Net effect, CSE ......................... -19 +5 +34
Effect of changes on AFDC benefits ............................. -23 -42 -61

Net effect, CSE and AFDC .................................................. - 42 - 37 - 27
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Reduce Federal matching of administrative costs.-The Federal
Government currently pays 70 percent of State and local adminis-
trative costs for services to both AFDC and non-AFDC families, on
an open-end entitlement basis. The Administration is proposing
that the matching rate be reduced to 65 percent, beginning with
fiscal year 1986.

Restructure incentive payment form ula. -Under current law, a 12
percent incentive payment (financed totally out of the Federal
share of collections) is made to States and localities for collections
made on behalf of AFDC families. The Administration recommends
that the 12 percent payment provision be repealed, and be replaced
with a new formula which would pay incentives for collections
made on behalf of both AFDC and non-AFDC families. Each State
would receive a minimum payment of 4 percent of its AFDC and
non-AFDC collections. To the extent AFDC or non-AFDC collec-
tions exceed combined administrative costs for both AFDC and
non-AFDC cases, higher incentives would be paid on a sliding scale
up to 10 percent of AFDC and 10 percent of non-AFDC collections.
However, the total dollar amount of incentives paid for non-AFDC
collections would be capped at an amount equal to the State's in-
centive payment for AFDC collections. At State option, the labora-
tory costs of determining paternity could be deducted from admin-
istrative costs for purposes of computing the incentive payments.
The new formula would be effective beginning with fiscal year
1986.

Require collection of fees.-States have the option of charging an
application fee for furnishing services to non-AFDC families. In ad-
dition, a State may, at its option, recover costs in excess of the fee.
Recovery may be from either the custodial parent or the absent
parent. The Administration is proposing to require States to charge
a minimum application fee of $25 for services to non-AFDC fami-
lies. A ceiling on the fee would be established by regulation. The
State could charge the applicant this fee or the State could pay it
from its own funds. States would also be required to impose a col-
lection fee on absent parents whose payments are in arrears. This
fee would range from 3 percent to 10 percent of amounts in arrear-
age. This provision would be effective beginning with fiscal year
1985.

Require States to enact laws establishing specified mandatory pro-
cedures.-The child support enforcement statute generally does not
specify the types of procedures States must use in operating their
programs. The Administration recommends that States be required
to enact laws establishing the following procedures: mandatory
wage withholding when the absent parent is in arrears; mandatory
withholding of any State tax refunds payable to a parent who owes
pastdue child support on behalf of an AFDC child (the provision
would be optional with respect to a non-AFDC child); and expedited
judicial or administrative procedures in place of the traditional
full-court process. These procedures would have to be implemented
by October 1, 1984. States which are unable to satisfy the require-
ments by that date because of State legislative schedules would be
allowed an exemption until 3 months following the next session of
the legislature. The Secretary would have authority to grant an ex-
emption, subject to later review, of the required procedures, if the
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State can demonstrate that such procedures will not improve the
effectiveness and efficiency of the State IV-D program.

Grants /br inter-state enforcement activities.-Beginning with
fiscal year 1985, $15 million a year would be authorized to enable
the Secretary to fund special projects developed by States with the
objective of' using innovative techniques or procedures for child
support collections in interstate cases.

New audit criteria; transfer audit function from the Office of
Child Support En/brcement to the Office of Inspector General.-Cur-
rently the Director of the Office of Child Support Enforcement is
required to conduct an annual audit of each State's child support
enforcement program to determine whether it complies with the
requirements of the Federal statute. The State is subject to a loss
of 5 percent of its AFDC matching funds if he finds that it has
failed to have an effective program meeting the specified require-
ments. The Administration is proposing to repeal the present audit
and penalty requirements, and replace then with a requirement
that each State's program be reviewed (using revised criteria) at
least every 3 years, with a graduated penalty imposed if a State
does not meet the requirements of the law. The penalty would be
up to 2 percent of AFDC matching funds in the case of the first
negative finding, increasing to up to 5 percent for the third or sub-
sequent consecutive negative finding.

The Administration is proposing that legislation be enacted to
transfer the audit and review function from the Office of Child
Support Enfbrcemunt to the Office of Inspector General. The 1985
child support budget exclude $5 million associated with this func-
tion. A comparable increase is included in the budget request of
the Office of Ins:--ector General.

1). Child Velt'are 'oi

The Administration's budget request incluhcs $169 millioai for
child welfare services and child welfare training combined, the
same total amount as provided in 19841 for these two activities. The
Administration is proposing legislation to repeal the separate au-
thority for training grants, and to make training an activity for
which child welfare services program money may be used. Funding
for fiscal year 1984 included $165 million for child welfare services,
and an additional $4 million for training.

Funding for child welfare research was $10 million in fiscal year
1984. No separate funds are requested for child welfare research in
fiscal year 1985. Instead, funding for such activities is anticipated
to be provided under a general human resources research and dem-
onstration program.

E. Foster care and -doption ,\.ssi.tuinee

The Administration is proposing a change in foster care financ-
ing which would have the following budget effect:



4:3

FOSTER CARE PROPOSAL
[In millions of do[larsl

fscal year-

1985 1986 1987

Incentives to prevent unnecessary placement ................................... - 20 - 57 - 100

The Administration says that it will propose legislation with in-
centives, which when implemented, will encourage States to pre-
vent unnecessary placement and to reduce the duration of' stay in
foster care. Where foster care is necessary, it will emphasize early
reunification with the family or other permanent placement, as ap-
propriate. The amount being requested for fiscal year 1985 is $4;0
million, an increase of $20 million over the 1984 appropriated
amount of $440 million. (However, the budget also includes a pro-
posed supplemental of $38 million for prior year claims.)

The fiscal year 1985 request for adoption assistance is for $13
million, an increase of $8 million over the fiscal year 1984 appro-
priated level of $5 million. (However, the budget also includes a
proposed supplemental of' $5 million for fiscal year 1984 claims.)
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Chart 7.-SOCIAL SERVICES
[In billions of dollars]

Fiscal year-

1984 1985

Present law:
Title XX block grant ....................................

Proposed legislation:
None.

12.700 2.700

'This is the amount available to the States on an entitlement basis. The 1984
appropriation is $2.675 billion. There has been no request for a supplemental.



Chart 7

Social Services
In addition to cash benefit programs and medical assistance, the

Social Security Act includes provisions in title XX which make
Federal funding available for social services. In previous years,
title XX legislation authorized matching funds for State social serv-
ices programs on an entitlement basis. The Federal matching rate
was generally 75 percent. In the Omnibus Budget Reconciliation
Act of 1981, a new social services block grant program was created
to replace the prior Federal-State matching program. A number of
requirements on the States, including the requirement of a 25 per-
cent non-Federal match, have been removed, and funding levels
have been reduced. The program remains an appropriated entitle-
ment, with each State eligible to receive its share of a national
total of $2.4 billion in fiscal year 1982, $2.675 in fiscal year 1983
(with $225 million of this amount available for use in either 1983
or 1984), and $2.7 billion in fiscal year 1984 and years thereafter.
(However, the 1984 appropriation provides only $2.675 billion. The
Administration has not requested a supplemental appropriation.)

As under the previous statute, allocations are made on the basis
of State population. States may determine how their funds are to
be used and who may be served. There are no Federal family.
income requirements, and no fee requirements. Income standards
and fees may be imposed at State discretion.

Proposed Legislation
The fiscal year 1985 budget request for the social services block

grant program is equal to the authorization level of $2.7 billion. No
change is proposed in the authorizing legislation. However, no
funding is being requested for the community services block grant,
which was funded at $342 million in fiscal year 1984. The adminis-
tration proposes that States use other sources of funding, including
the social services block grant, to fund any community services ac-
tivities which they wish to continue. (The community services block
grant is under the jurisdiction of the Committee on Labor and
Human Resources.)

(45)
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Chart 8.-SUPPLEMENTAL SECURITY INCOME
[In billions of dollars]

Fiscal year i --

1984 1985

Present law:
Total expenditures ..................................... 8.600 9.300

Proposed legislation:
Benefit adjustm ents ................................................ - .016

1984 reflects 11 months of benefit payments; 1985 reflects 12 months of benefit
payments.
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Supplemental Security Income

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 Secu-
rity Income (SSI). This program is funded entirely from general
funds. The law establishing the SSI program permits the tempo-
rary use of the social security trust funds to meet the administra-
tive costs of the program but provides specific safeguards to assure
that those costs are promptly reimbursed to the trust funds by an
appropriation from general revenues.

Under present law, the average number of recipients receiving
federally administered SSI payments is estimated by the Adminis-
tration to be as follows:

[in thousands]

Fiscal year-

1983 1984 est. 1985 est,

A g ed ........................................................................................... 1,3 3 3 1,4 0 0 1,3 8 7
Blind and disabled ..................................................................... . 2,176 2,267 2,327

Total Federal ................................................................. 3 ,509 3,667 3,714
State supplementation only recipients ......................................... 364 310 303

Total SSl recipients ....................................................... 3,873 3,977 4,017

The maximum Federal monthly payment in calendar year 1984
is $314 for an individual, and $472 for a couple. Annual adjust-
ments are made in January to reflect increases in the cost of
living.

A number of significant modifications were made in the SSI pro-
gram in the Social Security Amendments of 1983 (P.L. 98-21). The
Federal SSI monthly payment to an individual was increased by
$20 and the payment, to a couple was increased by $30, effective
July 1983. In addition, the 1983 Amendments changed the cost-of-
living adjustment from July to January of each year to coordinate
with social security adjustments; required States to pass through to
recipients only the amount of the increase in the Federal SSI
standard that would have occurred in July 1983 under prior law
rather than the July 1983 increase of $20 for an individual and $30
for a couple; provided that aged, blind and disabled residents of

'47)
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public emergency shelters for the homeless may be eligibl& for SSI
benefits for as many as 3 months in a 12-month period; excluded
from income under the SSI program in-kind support and mainte-
nance provided by a private nonprofit organization if the State de-
termines that such assistance is based on need; and required the
Secretary to provide a one-time notice to all elderly OASDI
beneficiaries who are potentially eligible for SSI benefits of the
availability of SSI.

According to Administration estimates, these changes increased
Federal SSI program outlays by $790 million in fiscal year 1985,
$816 million in fiscal year 1986, and $859 million in fiscal year
1987.

The Administration estimates Federal program outlays as fol-
lows:

[In millions of dollars]

Fiscal Year-

1983 1984 1985

Federal Benefits:
Current law ................................................................. 7,852 7,420 8,400P ro p o s e d la w ............................................................................................ .... .. ... - J1 6 -Proposed law............................... -1

Subtotal .................................................................. 17,852 7,420 1 8,384
(Comparable benefit level) ................................ (7,220) (8,052) (8,384)

Hold-harm less paym ents ....................................................... 13 5 ................
Beneficiary services .............................................................. 8 96 5
Federal fiscal liability ............................................................ 20 69 2 1
Adm inistrative costs ............................................................. 830 963 936
Disability dem onstration projects ............................................................ 1 2

Total ....................................................................... 8,724 8,554 9,349

Because October 1, 1983, fell on a weekend, the 1983 total includes 13 months of benefit payments;
1984 has 11 months of benefit payments; and 1985 has the normal 12 months of payments. The comparable
level based on 12 benefit months is displayed for information.

Proposed Legislation

The Administration's budget estimates for SSI reflect the follow-
ing proposed changes:

SSI PROPOSALS
[In millions of dollars]

Fiscal year-

1985 1986 1987

Adjustment on account of retroactive benefits ........................................ - 5 - 5
Cross-program recovery of overpayments (SSI and OASDI) ................... - 11 - 11

-5
-10
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Adjustment in SSI benefits on account of retroactive benefits
under OASDI. -Legislation was enacted in 1980 (P.L. 96-265) aimed
at ensuring that an individual's entitlement under the Old-Age,
Survivors and Disability Insurance (OASDI) and Supplemental Se-
curity Income (SSI) programs would not result in windfall benefits.
Under this legislation, if an SSI recipient receives a lump-sum, ret-
roactive OASDI payment, the retroactive OASDI payment is ad-
justed so as to take into account the SSI that has already been
paid. Only the retroactive social security amount is adjusted, not
regular monthly benefits, and only in the amount of the excess SSI
payments made in prior months.

The Administration's proposal would: (1) extend the provision to
cases where social security benefits begin first and the retroactive
SSI payment requires adjusting; (2) extend the provision to apply to
social security benefits that are paid after a period of benefit sus-
pension or recomputation, not just after initial entitlement; and (3)
make technical corrections to coordinate retrospective monthly ac-
counting with the windfall provision.

The Committee on Finance approved this provision as part of
S. 2062, the Omnibus Reconciliation Act of 1983.

Cross-program recovery of overpayments.-The Administration's
proposal would authorize the recovery of overpayments made to an
individual under either OASDI or SSI from current benefits pay-
able to the same individual from the other program.

A similar provision was approved by the Senate in 1982 as part
of the Tax Equity and Fiscal Responsibility Act. The provision was
deleted, however, in conference with the House.



Chart 9.-MEDICARE-TRUST FUNDS UNDER PRESENT LAW
[In billions of dollars]

Fscal year-

1983 1984 1985 1986 1987 1988 1989

Hospital insurance: 1.4

Income ........................................................................ .................... 43.9 45.3 51.0 57.8 63.3 68.8 73.9
Outgo ............................................................................................... 38.6 44.9 52.0 56.3 62.4 68.9 75.8
Interfund borrowing transfers 2 ....................................................... - 12.4 ............................ 2.0 8.0 2.4 ............
Net increase ..................................................................................... - 7.1 0.4 - 1.0 3.5 8.9 2.3 - 1.9
Funds at end of year ........................................................................ 13.7 14.1 13.1 16.5 25.4 27.7 25.8
Ratio 3 ............................................................................................ 54% 31% 27% 23% 26% 37% 37%

Supplementary medical insurance: 1.5

Income ............................................................................................. 19.1 22.4 25.6 29.5 33.7 38.4 43.8
Outgo ............................................................................................... 18.3 21.2 24.6 28.7 32.8 37.4 42.6
Net increase ..................................................................................... .8 1.1 .9 .7 .9 1.0 1.2
Funds at end of year ........................................................................ 6.6 7.8 8.8 9.5 10.4 11.5 12.7
1 These are projections under present law based on the economic assumptions in President's fiscal year 1985 budget.
2 Positive figures represent recoveries of loans to other trust funds; negative figures represent amounts loaned by the trust fund.
3 Assets at start of year as percentage of outgo during the year.
4 Source: SSA, Office of the Actuary, February 8, 1984.
5 Source: SSA, Office of the Actuary, January 6, 1984.

01"



Chart 9

Medicare Trust Funds Under Present Law
This chart shows the status of the two trust funds in each of

seven fiscal years. The data in this chart were obtained from the
social security actuaries and are based on present law. They take
into account the return of amounts loaned from the Hospital Insur-
ance Trust Fund to the Old Age Survivors Insurance Program
(OASI). A total of $12.4 billion was borrowed in fiscal year 1983.

The projections for the Hospital Insurance Trust Fund do not in-
clude any of the provisions which the Administration supports that
affect trust fund balances.

Outlays for medicare are expected to continue to increase rapidly
as a result of increasing health costs in general and hospital costs
in particular.

(51)
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Chart 10.-HEALTH PROGRAMS: PRESENT LAW
(ADMINISTRATION ESTIMATES)

[Dollars in billions]

Fiscal year-
1984 1985

Medicare trust funds:
Hospital insurance:

Inco m e .........................................................
O utg o ...........................................................

Net increase ............................................
Supplementary medical insurance:

Inco m e .........................................................
O utg o ...........................................................

Net increase ............................................
Medicaid:

Federal expenditures .........................................
State costs .......................................................

Total program ..............................................
Maternal and child health ......................................

Note: Totals may not add due to rounding.
Source: Budget appendix.

$45.4 $51.2
45.1

.4

22.4
21.3
1.2

52.1
-1.0

25.7
24.7
1.0

20.2 23.2
11.6 _18.2

37.8 41.4

.4 .4



Chart 10

Health Programs: Present Law

MEI)I('ARE
Medicare is a nationwide health insurance program for the aged

and certain disabled persons authorized by Title XVIII of the Social
Security Act. It consists of two parts: Part A, or the Hospital Insur-
ance program, provides protection against the costs of inpatient
hospital services and related institutional costs; Part B, or the Sup-
plementary Medical Insurance Program, is a voluntary program
which provides protection against the costs of physician services
and other medical services.

The "Social Security Amendments of 1983" (P.L. 98-21) author-
ized a new method of Medicare reimbursement for hospital services
known as prospective payment. Effective for hospital cost reporting
periods that begin on or after October 1, 1983, payments are made
on the basis of predetermined rates which represent the average
cost, nationwide, of treating a Medicare patient according to his or
her diagnosis. The classification system used to group hospital in-
patients according to their diagnoses is known as Diagnosis Related
Groups (DRG's). The law provides a 3-year transition period during
which a declining portion of the total prospective payment will be
based on a hospital's historical reasonable costs and an increasing
portion will be based on a combination of regional and national
DRG rates. Beginning in the fourth year, payments will be deter-
mined totally under a national DRG payment methodology. No ad-
ditional costs or savings are attributable to this provision in fiscal
year 1985. This is due to the requirement, known as "budget neu-
trality" which specifies that DRG rates must be adjusted so that
total payments under the prospective payment system equal the
payments which would have been made under prior law.

The Administration budget estimates current law benefit and ad-
ministrative outlays under medicare at $76.8 billion in fiscal year
1985. Of this amount, benefit payments account for $74.8 billion.
This represents an increase of 15.9 percent over fiscal year 1984
benefit payments of $64.6 billion. The Budget estimates that inpa-
tient hospital expenditures will account for 64 percent of benefit
payments, physicians' services 24 percent, and skilled nursing fa-
cility services less than 1 percent.

Income to the trust funds in fiscal year 1985 is estimated at $76.8
billion. Outgo is also estimated at $76.8 billion.

MEDICAIl)
Medicaid is a federally aided, State-designed and administered

program, authorized by Title XIX of the Social Security Act, which
provides medical assistance for certain categories of low income
persons who are aged, blind, disabled or members of families with
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dependent children. Subject to Federal guidelines, States determine
eligibility and the scope of benefits to be provided. Whatever a
State is otherwise entitled to in Federal matching payments is re-
duced by 4.5 percent in fiscal year 1984. Under certain circum-
stances a State may be able to partially or fully offset the amount
of its reduction.

The Administration budget projects total Federal-State medicaid
costs for fiscal year 1985 under current law to be $41.4 billion, of
which the Federal share is $23.2 billion. Of the Federal amount,
$22.0 billion represents payments for benefits, with the remaining
$1.2 billion going for State and local administrative costs. This rep-
resents an increase in total Federal outlays of 14.5 percent over
fiscal year 1984, attributable in part to the disc-ontinuation of the
4.5 percent reduction in Federal payments.

States match Federal expenditures under medicaid, with total
State expenditures accounting for approximately 44 percent 61f
total program costs.

Under current law, in fiscal year 1985 the State's share of medic-
aid costs are estimated to be $18.2 billion, an increase of 3.2 per-
cent over fiscal year 1984.

At the conclusion of 1983, the "Omnibus Reconciliation Act of
1983" (S. 2062) had been reported by the Senate Budget Committee
and was pending on the floor of the Senate. This legislation con-
tained a number of Medicare and Medicaid provisions reported by
the Senate Finance Committee. Medicare and Medicaid outlay sav-
ings in this measure totalled $473 million in fiscal year 1984, $1,021
million in fiscal year 1985, and $1,487 million in fiscal year 1986.

MATERNAL ANI) CHii) IIEAILTII BLO('K GRANT

Title V of the Social Security Act authorizes the Maternal and
Child Health Services Block Grant which provides funding for the
following programs: Maternal and Child Health and Crippled Chil-
dren's Services; supplemental security income for disabled children;
lead-based paint poisoning prevention; genetic disease; sudden
infant death syndrome; hemophilia; and adolescent pregnancy.
Under the Title V Block Grant, States determine the level of serv-
ices. Typically States have supported such health services as those
available in maternity clinics and well-child checkups.

Public Law 97-35 created the block grant by adding to maternal
and child health and crippled children services those functions de-
scribed above. The Federal/State matching requirements were also
changed and now require the States to spend seventy-five cents to
get a dollar.

The authorization level for the block grant is $373 million for
fiscal year 1982 and subsequent fiscal years. For fiscal years 1983
and 1984, the block grant received appropriations higher than the
authorization level. In fiscal year 1983 the amount was $478 mil-
lion and for fiscal year 1984 the amount is $399 million. At the con-
clusion of 1983, the "Omnibus Reconciliation Amendments of 1983"
had been reported by the Senate Budget Committee and was pend-
ing on the floor of the Senate. This legislation contained a provi-
sion (reported to the Budget Committee by the Finance Committee)
which would increase the authorization levels to $452 million in



fiscal year 1984, $453 million for fiscal year 1985, and $455 million
for fiscal year 198G.

Of the amounts appropriated, the Secretary is authorized to use
not less than ten nor more than fifteen percent for projects of re-
gional and national significance, research, and training related to
maternal and child health; and genetic disease and hemophilia pro-
grams.
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Chart 11.-HEALTH PROGRAMS

Administration Legislative Proposals
[Dollars in millions]

Fiscal year-

1984 1985 1986 1987

MEDICARE
Legislative

proposals:
Freeze physician

fees .................. -$150 -$600 -$775 -$875
Eligibility delay ..... 0 -265 -305 -340
Index part B

deductible ........ 0 -40 -90 -165
Voluntary

voucher ............ 0 0 +50 + 50
Lower

reimburse-
ment for DME 0 -20 -25 -25

Volume
purchasing ....... 0 0 -5 - 16

Competitive
bidding for
claims
processing ........ 0 - 5 -7 -11

Simplify
processing of
part A bills ....... 0 - 3 - 4 - 4

Eliminate ESRD
networks .......... 0 - 5 -- 5 - 5
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Chart 11.-HEALTH PROGRAMS-Continued
[Dollars in millions]

Fiscal year-

1984 1985 1986 1987

RRB contractor .....
Total ................

Other:
Part B premium

increase
(increase in
trust fund
revenue) ..........

Impact of tax
law change
(increase in
trust fund
revenue) ..........

0
- 150

-1
-939

-1
-1,167

0 +296 +1,106 ±2,319

0 +207 +360

MEDICAID
Legislative

proposals:
Mandatory

copayments ......
Extension of

Federal
reductions ........

Assignment f
rig hts ...............

0

0

-270

-567

-278

-493

-289

-541

-7 -8

-1
-1,392

+449

0 -7
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Chart 11.-HEALTH PROGRAMS-Continued
[Dollars in millions]

Fiscal year-

1984 1985 1986 1987

Impact of changes
in other
programs:
Impact of AFDC

proposals ......... 0 -230 -395 -443
Impact of

medicare
proposals ......... 0 +7 +56 +127
Total ................ - 150 1,067 - 1,117 - 1,154

MATERNAL AND
CHILD HEALTH

Legislative proposal:
Elimination of
set-aside 0 0 0 0



Chart 11

Health Programs: Administration Legislative Initiatives
NIEII(ARE

The Administration's fiscal year 1985 budget contains various
proposed legislative initiatives resulting in an estimated savings to
the program in fiscal year 1985 of $939 million.

Proposals Affecting ()utlays

1. Freeze "reasonable charges" for physicians' serices.-The Ad-
ministration budget proposes to postpone the annual updating of
both the customary and prevailing charge limits for physicians
services that would otherwise occur on July 1, 1984. For the period
July 1, 1984 through June 30, 1985 the limits would remain at
their current levels. The Administration estimates that this propos-
al will reduce outlays fbr fiscal year 1984 by $150 million and the
outlays for fiscal year 1985 by $600 million.

2. Delay in initial eligibility date for medicare entitlement.-The
Administration budget proposes to defer initial eligibility for both
Parts A and B of Medicare to the first day of the month following
the month the individual reaches age 65. The Administration esti-
mates that this one month delay will reduce outlays for fiscal year
1985 by $265 million.

J. Index Part B deductible.-The Administration budget pro-
poses, beginning in calendar year 1985, to increase the Part B de-
ductible by the same percentage as the increase in the medicare
economic index. (This is the index used to set limits on increases in
prevailing charges for physicians' services.) The Administration es-
timates this proposal will reduce outlays for fiscal year 1985 by $40
million.

4. Voluntary medicare t'oucher I)rograi. -The Administration
budget proposes to establish a voluntary medicare voucher pro-
gram under which beneficiaries could elect to receive services
through a private health benefits plan (including certain health
maintenance organizations) rather than through participation in
medicare. The private plans would have to offer benefits at least
equivalent to medicare. The Government would contribute an
amount equal to 95 percent of the average per-person cost of medi-
care coverage toward the purchase of private protection. The Ad-
ministration estimates that there will be no cost impact in fiscal
year 1985.

5. Lower reinbursenent for durable medical equipnlent.-The Ad-
ministration budget proposes to reimburse home health agencies
for durable medical equipment at 80 percent instead of' 100 percent
of reasonable cost. The agencies would be permitted to bill the
beneficiaries the remaining 20 percent. The Administration esti-
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mates this proposal will reduce outlays by $20 million in fiscal year
1985.

6. Volume Purchasing.-The Administration budget proposes to
permit the Secretary to enter into exclusive agreements and nego-
tiate rates for laboratory services, durable medical equipment and
certain other items furnished under Part B. The Secretary could
enter into such volume purchasing arrangements only if he deter-
mined that the agreement would not deny access to beneficiaries
for the specified items. The Administration estimates that there
will be no cost impact in fiscal year 1985.

7. Competitive Bidding for Claims Processing.-The Administra-
tion budget proposes to increase the Secretary's flexibility in enter-
ing into agreements with intermediaries and carriers by allowing
the use of competitively bid contracts and eliminating the ability of
health providers to choose their own intermediary. The Adminis-
tration estimates that this proposal will reduce outlays by $5 mil-
lion in fiscal year 1985.

8. Simplify Processing of Part A Bills.-The Administration
budget proposes in the case of beneficiary stays in more than one
hospital to assign responsibility for collection of copayments and
deductibles in the order in which hospitals submit claims for pay-
ment. The Administration estimates that this proposal will reduce
outlays by $3 million in fiscal year 1985.

9. Eliminate ESRD Networks.-The Administration budget would
eliminate funding for end-stage renal disease networks. The Ad-
ministration estimates that this proposal will reduce outlays by $5
million in fiscal year 1985.

10. Elimination of Requirement for RRB Contract.-The Admin-
istration budget proposes to eliminate the requirement for a sepa-
rate Railroad Retirement Board Carrier contract. Part B claims of
railroad retirees would be processed by the same organizations that
process other Part B claims. The Administration estimates that
this proposal will reduce outlays by $1 million in fiscal year 1985.

Proposals Affecting Income

1. Increase Part B premium.-The Administration budget pro-
poses to gradually increase the Part B premium rate over a six
year period beginning with calendar year 1985. The premium
would rise one and two-thirds percentage points each year so that
by calendar year 1990, the rate would equal 35% of estimated pro-
gram costs. The Administration estimates that for calendar year
1985, the premium would be increased to $17.30 per month, an in-
crease of $0.40 over the $16.90 rate which would be applicable in
the absence of this change. This proposal affects income (i.e. budget
authority) but does not impact outlays. The Administration esti-
mates that this proposal would increase revenues to the trust fund
by $296 million in fiscal year 1985.

2. Limitation on Tax Free Employer Paid Health Benefits.-The
Administration budget proposes to limit tax free health benefits
paid by an employer to $175 per month for a family plan and $70
per month for individual coverage. Employer contributions above
these amounts would be included in the employees' income and
taxed accordingly. The Administration estimates that this proposal
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would increase revenues to the Part A trust fund by $207 million
in fiscal year 1985.

MEDI('AII)
The Administration's fiscal year 1985 budget contains several

legislative initiatives designed to achieve a reduction in outlays of
$1,067 million in fiscal year 1985.

Legislative Initiatives

1. Required Cost-Sharing by Medicaid Recipients.-The Adminis-
tration budget would mandate the imposition of the following co-
payment amounts:

-For the categorically needy, $1 per visit for physician, clinic,
and hospital oupatient department services;

-For the medically needy, $1.50 per visit for physician, clinic,
and outpatient department services;

-For the categorically needy, $1 per day for inpatient hospital
services;

-For the medically needy, $2 per day for inpatient hospital serv-
ices.

The Administration estimates that this proposal will reduce Fed-
eral outlays by $270 million in fiscal year 1985.

2. Extend Reduction in Federal Payrments.-The Administration
budget proposes to extend indefinitely the existing provisions relat-
ing to reductions and offsets in Federal matching payments over
the fiscal year 1982-1984 period. The reduction would be 3 percent
for fiscal year 1985 and beyond. The Administration estimates that
the proposal will reduce outlays by $567 million in fiscal year 1985.

J. Assignment of Rights to Benefits.-The Administration budget
proposes to require as a condition of medicaid eligibility, that an
applicant assign his or her health insurance rights to the State
medicaid agency. The Administration estimates that this proposal
will reduce outlays in fiscal year 1985 by $7 million.

4. Impact of Changes in Other Programs.-The Administration is
proposing several changes in the Aid to Families with Dependent
Children (AFDC) program which would result in slightly reduced
caseloads. Since Medicaid eligibility is linked to eligibility for
AFDC, Medicaid savings are also anticipated.

The Administration is proposing modifications in calculations of
the Medicare deductible and Part B premium which would result
in increased Medicaid costs. This is due to the fact that States may
elect to cover the deductible and premium costs incurred by recipi-
ents who are also eligible for Medicare (i.e., dual eligibles).

Cost Impact.-The Administration estimates that the AFDC pro-
posals would reduce Medicaid outlays by $230 million in fiscal year
1985. It estimates that the Medicare proposals would increase Med-
icaid outlays by $7 million for the same period.

Regulatory Initiative
1. Third Party Collections From Child Support Enforcement.-

The Administration has factored into its current law program esti-
mates the impact of a regulatory change. This change would pro-
vide for improved third-party collections by placing greater empha-
sis on seeking medical coverage in child support enforcement cases.

30-864 0-84--5



The Administration's current law budget estimates include savings
of $45 million in fiscal year 1984 and $100 million in fiscal year
1985 attributable to this initiative.

MATERNAL AN) (HL.) HEALTH

The Administration is proposing to revise the Maternal and
Child Health Block Grant by eliminating the requirement that up
to 15 percent of appropriations for MCH block grants be set aside
for federally awarded special projects. Instead it is proposed that
those funds be awarded to the States. The Budget would increase
t,w funding level from $398 million in fiscal year 1984 to $407 mil-
lion in fiscal year 1985.

The Administration, also proposes to consolidate administration of
the block grants for maternal and child health; preventive health and
health services; alcohol, drug abuse, and mental health; and primary
care in the Office of the Assistant Secretary for Health (ASH).

I i
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CHART 12.-REVENUE SHARING; INTEREST ON THE PUBLIC DEBT
[Dollars in billions]

FY 1984 FY 1985

Revenue sharing ........................................ $4.6 $4.6
Interest ..................................................... 10 8 .2 1 16.1

Note.-Committee decisions on deficit and debt limit determine estimate.



Chart 12

Revenue Sharing; Interest on the Public Debt

GENERAl REVENI'E SIIARING
General revenue sharing has been a central part of the Federal

Government's efforts to assist local governments. In 1983, Congress
approved legislation to extend this program through September 30,
1986. The 1983 extension legislation provided for outlays of $4.6 bil-
lion in each of the fiscal years 1984, 1985, and 1986. This amount is
distributed to local governments. Since the inception of general
revenue sharing, total payments of approximately $71 billion have
been made to local and State governments, covering calendar years
1972 through 1982 and ending with the January 1984 payment.

In extending general revenue sharing through 1986 Congress
eliminated a provision that authorized payments to State govern-
meits if Congress appropriated funds for such payments.

INTEREST ON THE PUBLIC I)EBT

Budget outlays for interest on the public debt for fiscal year 1985
are estimated to rise to a level of $164.7 billion from $149.5 billion
in fiscal year 1983. These projected increases result from the fi-
nancing of budget deficits for each of these years and from Federal
borrowing to finance off-budget Federal entities.

Net outlays for interest on the public debt, as identified in Chart
12, reflect offsetting payments from the Federal Financing Bank,
interest charges by Treasury to Federal agencies and the public,
and interest received by trust funds from the Treasury. The net
outlays for interest on the public debt amount to $108.2 billion in
fiscal year 1984 and $116.1 billion in fiscal year 1985. When the
committee has completed its decisions on revenues, expenditures,
and budget deficits, the appropriate interest figures can be calcu-
lated.

It should be noted that the budget assumes that interest rates
will continue to decline over the next few years. The interest
outlay estimate assumes that the 91-day bill rate will drop gradual-
ly from an average of 8.6 percent in calendar year 1983 to 7.7 per-
cent in 1985 and to 6.2 percent by 1987.
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Chart 13.-REVENUES: PRESENT LAW
[Dollars in billions]

Fiscal year-

1984 1985

Individual income tax .................................... $293.9 $328.4
Corporation income tax .................................. 66.6 76.5
Social insurance taxes ................................... 239.5 270.7
Excise taxes .................................................. 38.2 38.4
Estate and gift taxes ............ .5.9 5.6
Customs duties and other receipts ................. 26.6 25.4

Total .................................................... 6 70 .1 74 5.1
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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 19S1 these revenues together with receipts from
excise taxes. estate and gift taxes and other revenue sources wil1
yield a total of - 67. . billion urder present law. For fiscal year
19S5. the administration budget projects a revenue yield of ..'745.1
billion uder present law.

Income taxes paid by individuals are estimated to amount to$8s.-I billion fo~r fiscal year 19S5. Revenues from this source. the

largest single source of Federal revenue, wiII amount to I.- oer-
cent of total Federal revenue.

Income taxes paid by corporations are estimated at .$7;.5 billion
for fiscal year l,.5.

Social insurance taxes and contributions, composed of social secu-
ritv and other payroll taxes. unemploy-ent insurance taxes and
deposits. Federal employee retirement con t ribut ions, and premium
payments for supplementary medical insurance. are expected to
total $271).7 billion. Receipts from these sources in fiscal year 198 5
will account for approximatd-Iv :3G.:3 percent of' the total Federal
revenues.

Excise taxes imposed on selected commodities. services, and ac-
tivities (including crude oil production are expected to provide
S:,. I billion during fiscal year l9S,.

Estate and gift taxes imposed on the value of property held at
death and on inter vivos transfers of property are projected to pro-
du'e N5.1i billion during fiscal year 1 9.',.

(ustoms duties levied on imports, other taxes. and miscellaneous
receipts such as deposits of earnings by the Federal Reserve
System, are expected to total <25.1 billion for fiscal year I
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Chart 14.-REVENUES: PROPOSED LEGISLATION
[In billions of dollars]

1984 1985 1986

Tuition tax credit ...................
Enterprise zone tax incentives .................
Taxation of health insurance

p re m iu m s ...........................................
Higher education tax

incentives ....................
Extend expiring provisions

(TJTC & PIK) ...................... -. 1
W om en's initiative ...................................
Structural reform .......... . .8
Curtailment of tax abuse ........... .8
Contribution to civil service

re tire m e n t ...........................................
Railroad unemployment

insurance coverage .............................
Petroleum overcharge

restriction fund ........... 2.0
O the r ........................................ - -*

T o ta l ................................ 3 .5

-0.3

3.9

-0.6
-. 4

-0.9
-. 8

6.5

-.1

-. 3
-. 3
1.1
3.2

-. 8
-. 9
2.2
4.3

8.0

-1.1

-. 9
3.7
4.7

.7 1.4

.1 .1

1.5

.1

"*' -* 0.1
7.9 11.6 14.2

*$50 million or less
These estimates are based on tMe direct effect only of ,egirslative changes at a given

level of economic activity Induced effects are taken into account for forecasting incomes,
however, and in this way affect the receipts estimates by major source and in total.

1987
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Revenue: Proposed Legislation

A. INISTRATION PROPOSALS

A. Substantive Tax ia" 'hanges

The Administration has proposed a variety of changes to the tax
code designed to introduce new tax incentives, to change the costs
of existing tax incentives, reform the tax structure or curtail
abuses. These changes are estimated by the Administration to
result in a net increase in Federal revenues during fiscal year 1984
and subsequent years.

Women initiative. -The adminstration supports sevcrai tax
changes that primarily improve the structure of the tax system
and its impact upon women. These changes are estimated to reduce
receipts by SOJ. billion in 198.5, ,0.9 billion in 198g. and 50.9 billion
in 19S7:

Expansion of individual retirement accounts (IRAs).--Under
current law, an individual generally is permitted to deduct
annual contributions to an IRA up to a maximum of 52000 or
100 percent of compensation, whichever is ?ss. If deductible
contributions are made to an IRA established by a working in-
dividual for the individual and a spouse who does not receive
compensation, the maximum annual contribution is increased
to $2,250. The administration proposes to increase the $2,250
annual spousal IRA limit to $4,0(). In addition, the adminis-
tration proposes to permit divorced individuals to treat taxable
alimony as compensation in determining the IRA deduction
limit.

Reclassifica tion of certain day care organ izations. -The ad-
ministration proposes to classify all qualified, nonprofit de-
pendent care facilities as tax-exempt organizations.

Restructuring of the (eJen dent care tax cred(it.-The adminis-
tration proposes to increase the dependent care tax credit to 40
percent of qualifying dependent care expenses for individuals
with an annual income of' .1()0,()t0 or less. The credit will be re-
duced as the individual's income increases above $10,000, and
will phase out completely when income reaches S60,000.

Structural refibrm.-The administration proposes the following
structural reforms, which are estimated to increase receipts by :S0.8
billion in 19S4, $1.1 billion in 19S, $2.2 billion in 19S6, and S3.7
billion in 198s7:

Restrictions on tux-exempt least ng. -Rest rict ions will be im-
posced on the use ot" the accelerated cost recovery system
IA('RS) and investment tax credits for properties that are the
subject of sale-leaseback and similar transactions with Federal.
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State, and local governments, or with other organizations not
subject to U.S. taxation.

Taxation of life insurance compa i ies. -B road-based improve-
ment in the system of taxing life insurance companies is pro-
posed. The multi-phase system adopted in 1959 will be replaced
with a more rational single-phase system, and the definition of
"life insurance" will be clarified.

Restrictions on industrial deelopinent bonds.-A number of
proposals will limit the alarming growth in private purpose
tax-exempt bonds, including industrial development bonds. Key
features of the proposals would impose State-by-State volume
limits on certain private purpose bonds; limit the volume of ob-
ligations that could benefit any one user; strengthen the arbi-
trage bond limitations; limit the tax exemption for federally
guaranteed obligations; and apply all statutory limitations, in-
cluding the arbitrage bond limitations currently applicable to
State and local governments, to obligations issued by Puerto
Rico and other U.S. possessions.

Curtailment "of tax shelter, accounting . and corporate tax abuse.-
Transactions have been identified that abuse existing partnership,
accounting, and corporate tax provisions. The administration pro-
poses a number of changes that will curtail transactions that gen-
erate unintended tax benefits or form the basis for tax shelter
schemes. These changes are estimated to increase receipts by $10.8
billion in 1984, $:3.2 billion in 1985. $4.3 billion in 1"6, and $4.7
billion 1987.

Tax incentives fi hi gher edu' altion.-The administration pro-
poses to exclude from taxation earnings on savings deposited in
special accounts that will be used to pay future higher education
expenses ot dependent children. The maximum annual contribution
to these accounts will be $1.0() per child. However. this maximum
will be reduced 5 cents for each dollar that the taxpayer's adjusted
fr-oss income exceeds $40,000. so that any taxpayer with adjusted
gross income in excess $60,000 will be ineligible.

Eligible expenses generally are tuition and room and board in-
curred by a full-time student enrolled in a postsecondary education
program leading to a degree or certification (including graduate
school). In the case of part-time students in such a program, only
tuition qualifies. Special savings accounts will qualify only if the
dependent children on whose behalf the saving are made are under
age 18. In no case may an account be kept open for a child over the
age of 25. Eligible expenses will not inclurte, amounts paid to
schools that follow a racially discriminatory policy. This proposal
will be effective January 1. 1),, and is estimated to reduce re-
ceipts by a negligible amount in 1985. $(O.I billion in 1986, and $0.8
billio ' in 1987.

Tuition tax (riedit.-The administration proposes to provide tax-
payers a nutlrefundable credit for 50 percent of' tuition expenses
paid to privat- elementary and secondary schools for certain quali-
fied dependents. The maximum credit allowable for each dependent
is $100 in 19S,1, $200) in 1985, and $:800 thereafter, xith the maxi-
mum amount in each year phased out for taxpayers with adjusted
gross incomes between 40,000) and $6(),4)(H). Credits will not be al-
lowed for expenses paid to private schools that follow a racially dis-
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criminatory policy. This proposal, which will be effective for ex-
penses incurred after July 31, 1984, is estimated to reduce receipts
by $0.3 billion in 1985, $0.6 billion in 1986, and $.,9 billion in 1987.

Enterprise zone. tax incentices. -Under current law, the only tax
incentive for the redevelopment of economically distressed areas is
a relaxation of limitations on tax-exempt financing for facilities re-
ceiving assistance under the urban Development Action Grant pro-
gram. The administration proposes that up to 25 small areas per
year (not to exceed 75 in total) be designated "enterprise zones.
Effective January 1, 1985, the following tax incentives will be avail-
able for economic redevelopment in the zones: an exemption from
capital gains tax on certain qualified property; a tax credit for em-
ployees equal to 5 percent of the first $10,500 of wages earned; a
tax credit for employers equal to 10 percent of any qualified in-
creases in their payrolls; a separate tax credit for employers of cer-
tain disadvantaged individuals equal to 50 percent of' the wages of
such persons tor the first three years of employment Ithe percent-
age declines by 10 points in the fourth year and each year thereaf-
ter); an increase of 50 percent in the regular investment tax credit
for investment in equipment; a 10 percent investment tax credit for
new construction and reconstruction of buildings; and continued
availability of tax-exempt bond financing beyond the 1986 sunset
date for small issue bonds. These incentives, which generally will
remain fully in effect for 20 years and be phased out over the suc-
ceeding four years. are estimated to reduce receipts by $0).1 billion
in 1985, .4. billion in 1986, and $0.8 billion in 19871.

Tax treatment of health insurance premiums.-Under current
law, compensation paid in cash is fully taxable for both social secu-
rity and income tax purposes, while compensation in the form of
employer-paid health insurance premiums is nontaxable. The ad-
ministration proposes that effective January 1, 1985, employees be
required to pay social security and income taxes on employer-paid
health insurance premiums in excess of $175 per month or $2,100
per year" for a family plan, and $70 per month or S840 per year for
a single plan. Employer-paid health insurance premiums below
these amounts still will be excluded from taxation. The $175 and
,70 amounts will be indexed to rise with inflation. This proposal is
estimated to increase receipts by $8.) billion in 19S5, $6.5 billion in
1986, and $8.1) billion in 19S7.

('han ges in contributions to civil service reiirement C(SR.-Cur-
rently, employees contribute 7-' of' wages and salaries to CSR. em-
ploying agencies contribute 7', and the general fund of the Feder-
al Government contributes 50f% of' the remaining cost. The admin-
istration is proposing several reforms that would reduce the cost of
CSR, and increase contribution to the fund. These changes, which
are estimated to increase governmental receipts by $0.7 billion in
19S5. $1. billion in 19S;, and $1.5 billion in 1987, include the fol-
lowing:

In crease employee contributions.--The administration's pro-
posal increases employee contributions (including District of
Columbia employees who are under CSR) from 7c;- of' wages
and salaries to ", effective October 1984. and to 91% effective
October 198 5.
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Increase the District of Columbia (D.C.) employer contribu-
tion.-Matching the proposed contibution by D.C. employees,
the administration's proposal increases the D.C. Government
contribution from the current 7% to 8% effective October 1984,
and to 9% effective October 1985. A corresponding increase in
the contribution of' Federal employing agencies is proposed;
however, these employer contributions are shown on the outlay
side of the budget and do not affect budget receipts.'

Extension of Federal/State unemployment insurance coverage to
railroad emplovmen t. -Railroad employment is the only sector not
covered by the regular Federal/State unemployment insurance
system. The separate Railroad Sickness and Unemployment Insur-
ance Fund (RSUI, which is financed by payroll taxes paid by rail
employers, has been insolvent for a number of years.

In the past, when contributions have been insufficient to pay
benefits, RSUI has borrowed from the rail pension fund. Even
though RSUI will not be permitted to borrow from the pension
fund after 1985, and the Railroad Retirement Revenue Act of 1983
increased RSUI contributions and established a separate debt re-
payment tax, it is estimated that the RSUI debt to the rail pension
fund will grow to nearly $1 billion by the end of 1985.

The administration proposes to extend regular Federal/State un-
employment insurance coverage to railroad employment. Under
this proposal rail employment will be covered under Federal and
State unemployment insurance tax laws effective January 1, 1985.
Existing RSUI contributions and the special debt repayment tax
will remain in place to finance sickness payments and to ensure
that all debt to the rail pension fund is repaid. This proposal is es-
timated to increase receipts by $0.1 billion in each year, 1985-
19187.

Taxation of Foreign Sales Corporation. -Under present law,
taxes on a portion of a company's income from U.S. exports sold
through a Domestic International Sales Corporation (DISC) can be
deferred. The administration proposes to replace the current DISC
provisions with a new system of taxing export sales income that is
intended to preserve the competitiveness of U.S. exports while ad-
dressing concerns expressed by other General Agreement on Tariff
and Trade (GATT) members. This provision is estimated to reduce
receipts by a negligible amount in 1985 and 1986, and to increase
receipts by $0.1 billion in 1987.

Withhohling on U.S. real estate gains of foreign indivtiduals.-
The administration proposes to withhold taxes on gains realized by
foreign individuals on the sale of' U.S. real property. It is estimated
that this proposal will increase receipts by $0.1 billion in 1985 and
negligible amounts in subsequent years.

Change in the taxation of Trust" for investment in Mortgages
(TIMs).-Changes in the tax laws necessary to permit the develop-
ment to TIMs are being proposed. These changes will remove regu-
latory and tax constraints, thereby facilitating trading and expan-
sion of the private secondary mortgage market, as well as reducing

' The administration prox)st.', to increa.t, the coritributlonfof 't the I P'otal Service b" the .same
arnount ('Cntributions of the Postal Svrvice to (SR arkh- , on the outlay side of the budget
m( do not ,thct budget receipts
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the dependence of the mortgage market uponl (riof'rnmen -- Ipn*
sored enterprises.

Tax exemption for deceased military pers ur ,'lt! -' n t r-
tion proposes to exempt from tax the incomt' 'i rtan rmlitary
personnel killed in action overseas. This prtopusal is estimated to
have a negligible effect on receipts.

Extension of expiring provisions.-The following provisions,
which are scheduled to expire under present law, are proposed to
be extended: the credit for research and experimental expendi-
tures, which is scheduled to expire December 31, 1985; the present
moratorium on the application of existing research and experimen-
tation allocation regulations, which ensure that all research and
experimentation deductions can be used to offset U.S. source
income; the targeted jobs tax credit, which is scheduled to expire
December 31, 1984; and, to a limited extent, the payment-in-king
(PIK) program. Extension of these provisions is estimated to re-
duced receipts by $0.1 billion in 1984, $0.3 billion in 1985, $0.8 bil-
lion in 1986, and $1.1 billion in 1987.

Petroleum overcharge restitution fund.-The administration pro-
poses legislation to establish a special fund in the Department of
Health and Human Services (HHS) to hold monies recovered by the
Federal Government from petroleum pricing and allocation viola-
tions under the Emergency Petroleum Allocation Act of 1973, in in-
stances where the overcharged customers cannot be identified and
repaid. Oil overcharge money deposited into this fund will be used
to finance the HHS Low-Income Home Energy Assistance Program,
the Department of Energy (DOE) Low-income Weatherization Pro-
gram, and DOE energy conservation grants to schools and hospi-
tals. It is estimated taht $2.0 billion will be collected in 1984.
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Chart 15.-TAX EXPENDITURES: PRESENT LAW
[Dollars in billions)

Fiscal year-

1984 1985

Commerce and housing credit ............................ 132.1 148.5
Income security ................................................. 91.4 96.8
General purpose fiscal assistance ...................... 30.7 33.2
Education, training employment, and social

services ........................................................ 24.0 27.0
H ea lth ............................................................... 2 3 .7 2 6 .9
Energ y .............................................................. 4 .6 5 .1
International affairs ........................................... 2.8 3.0
Other tax expenditures ...................................... 10.1 10.1

Total .................................................... 319.4 351.6
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Tax Expenditures: Present Law

The concept of' tax expenditures was developed in order to com-
pare the Federal Government's outlays to the budgetary impact of
various deductions, deferrals, and credits in the tax structure. It
was intended that, with this information, consideration of' the
budget might involve examination of' both direct and tax expendi-
tures as alternate means of' providing incentives.

The Budget Act defines a tax expenditure as the revenue loss
arising from special exemptions, exclusions, or deductions from
gross income, a special credit, a preferential rate of tax, or a defelr-
ral of' tax. In general, the concept is intended to identify provisions
in the tax law which either encourage certain behavior or comfpen-
sate for specific hardship. The term encompasses tax provisions of'
limited applicability which are exceptions to provisions of' more
general applicability considered necessary to make the tax system
function.

This definition of' "tax expenditure is imprecise. The impreci-
sion in definition, as well as a possible implication that the Govern-
ment has a pre-eminent right to all income, has r'esultea in sub-
stantial controversy. Because of' the difficulty of' achieving pr'eci-
sion, the staff approach has been to include all items listed as tax
expenditures by the Administration. A listing of' a provision as a
"tax expenditure" here is not intended to imply approval or disap-
proval, or' judgment about the eft'ectiveness, of any provision. A
listing simply i-eflects present law and, by implication, present
public policy.

The chart presents a summary of tax expenditures by budget
functional category and estimates of' their revenue effects. The
table containing the estimates presented by the Administration as
a special analysis in the l 9ST, budget is reproduced as appendix (
of' this document.

If' the various tax expenditures figures in the two columns were
added they would total $21'2.2 billion in fiscal vear' 1983 and $280.5
billion in fiscal year' l9S., however, simple addition of' the separate
items, even in f'unctional categories , may not accui'ately Ieflect Iev-
enue loss. The revenue estimates are made with the assumption
that only one item was repealed. If' two or more changes were
made at the same time, there could be interaction effects. For ex-
ample. an affected taxpayer could be forced into a higher' tax
bracket than it' only one change were made. Thus. the combined
revenue iml)act would be different from the sum of' the separate
Revenue estimates. Fur'ther'mor'e, some taxpayer's have the choice of'
using other' expend itU res if' they want to reduce their tax liability.
Other' taxpayers would be required to pay higher taxes. absent ex-
istence of a tax expenditure provision. These possibilities are not
reflected by a simple totaling of' separate items.
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Chart 16.-DEBT LIMIT
IDollars in billions]

Current debt lim it .......................................................... $ 1,490.0
Reagan administration estimate of debt subject to

lim it Sept. 30, 1984 ................................................. 1,587.8
Plus:

Federal funds deficit for FY 1985 ......................... 223.0
Off-budget agency spending financed by Treas-

u ry .................................................................. 1 4 .8
O ther financing .................................................... * - 0.9

Equals:
Debt subject to limit, Sept. 30, 1985 ................... 1,824.7

*Net change from offsetting changes in financing other than borrowing against shifts
in investment by Federal funds and off-budget entities.



Chart 16

)ebt Limit

Under existing law, the debt limit is $1,490.0 billion. In May of
198:3 Congress amended the Second Liberty Bond Act to eliminate
the distinction between the temporary and permanent debt ceil-
ings, so that there is now just one ceiling without a fixed expira-
tion date. The Reagan Administration estimates that legislation
will be needed to change the limit on the public debt by May 1984.

For fiscal year 1985 the Reagan Administration assumes that the
debt subject to limit would reach $1,824.7 billion on September 30,
1985. Underlying those estimates are the legislative proposals to
reduce the Federal deficit outlined in the fiscal year 1985 budget
proposed by the Administration and reductions in borrowing by off-
budget Federal entities. The economic assumptions set forth in the
fiscal year 1985 budget also determine the estimates of the debt
subject to limit.

The fiscal year 1985 needs as estimated by the Administration in-
clude 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 in the 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 budget deficit.

30-S6t4 0--S 4 -6
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Respect to Fiscal Year 1981



I- S. SE:NATE.
('OMM ITTE: ()N FINAN(F'.

101n PT':E V I)ONIFI:N 1(1
('/' 'ril ll, C(mirn lu tror (oil t',u

D IAR (I ,\IRMAN' lh-b J1ltter ttransMOits th, v ii,,, a nd esti-
m"tes of, the ('omm i ttee on inance on those aspects of' the Federal
budget for fiscal '-ear P)-I that tll within the ('om ilttee's juri'-
diction as is required by Section '{li c j off the ('onr;es.sironal Budget
Act o 17 '.P -

EC((-lr;IC Usslimptiols. - Man,, of the components which make up
the budget totals are highly sensitive to relativelv slight changes in
econoniic conditions. The economic assumptions underlying the
budget are presented on pages 2<- to 2-2 1 of the Administration's
fiscal year 1 ,'SA budget. For purposes of' the first concurrent resolu-
tion on the budget. the Finance ( committee accepted these, assu mp-
t ions.

While the Admi, istration's economic assumptions have used as a
baIsis for estimating revenues, unemployment compensation, social
security benefits and other programs under Finance Committee ju-
risdiction. we recognize that there are alternative economic as-
sumptions which might reasonably be supported. If' the Budget
('ommittee decides to adopt a different set of' econoMic assump-
tions, an appropriate adjustment should be made in the revenue
and outlay estimates.

('Cmmittt, r('omnet'ndutitmns. - lhe Finance Committee believesthat it can reduce the fiscal year I9 - d-ficit by at least as much as

the President's budget. It may raise more revenue than the Presi-
dent proposed and cut spending less or it may cut spending more
and increase revenue less. Alternatively, it may both cut more
spending than the President's budget and increase revenue more
than his budget. In this letter we are merely stating that we hope
to report legislation that reduces the deficit by at least as much as
the President's budget. (Attached are the additional views of' Sena-
tors (;rasslev, Prvor and Boren.)

I I.I I



Table 1 FINANCE COMMITTEE FORWARDS RECOMMENDATION'S OF THE PRESIDENT
CONCERNING BUDGET AUTIIOR;rY AND OUTLAYS UNDER COMMITTEE JURISDICTION
FISCAL YEAR 1984

500 Edijcatkcn, training, empoynent. ard ocia service 40 4,0
550---Heatth 81 .1 88 0

New legl lar on 2 1
600 --hcorme seculnty 211 2 229 6

New legislation 10 0 45
850 -...General purpose fiscal assistance 5 1 5 1
900 - Interest 146 1 146.1

AX/)C'l(Idit re prograins.-The Conrnittee on F'inance has jurisdic-
tion over a variety of prograins which involve expenditures. These
include such income maintenance ptrograNms as social security, sup-
plemental security it-1come, unemployment compensation. and wel-
fare programs for thin ili es. Health prJigrams under Finance Com-
mittee JU risdiction include Medicare. Medicaid, and maternal and
child health, as well as national health insurance proposals. Other
programs within the Committee's jurisdiction which involve the ex-
penditure of Federal funds include social services and revenue
sharing. Interest on public debt, which on a gross basis will account
for some S1I., billion in Federal outlays during the coming fiscal
year, also fal Is under the jurisdiction of' the committeee on Finance.
The Committee on Finance has reviewed the Administration's

expenditure reduction proposals within its jurisdiction and voted to
forward these proposals listed by budget function to the Budget
Committee, without endorsement of' any specific proposal or func-
tional totals.

Educa t ion, t'ain in4g, emnploymnent, a n(I soc ial1 seI'1ces. -In t his cat-
egory, there are several programs under the jurisdiction of' the
Committee on Finance including the general social sei'vices pro-
gram under Title XX of' the Social Sectrity Act, the child welfare
services program, and the work incentive program (WINi for em-
ployable recipients of aid to families with dependent children.

Health.-The Committee on Finance has jurisdiction over the
Medicare, Medicaid,land maternal and child health programs. The
Administration recommends that the congressional budget for
fiscal vear 19841 assume that net outlay reductions totaling $2.1 bil-
lion will be achieved in the health function.

Income securit.-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 pro-
grams involved are old-age, survivors, arid disability insurance, sup-
plemental security income for the aged, blind, and disabled, aid to
families with dependent children, and unemployment compensa-
tion. Under the revised budget conventions adopted in 1978, the re-



findable aspects of' tax credits are now treated as expenditure
items. As a result, the income security category estimates now in-
clude the refundable part of the earned income tax credit. The Ad-
ministration recoinmends that the congressional budget for fiscal
year 19841 assume that net outlay reductions of S2 .7 billion will be
achieved in the income security function.

General purpose fiscal (isslsfctfl'e.- his function of' the budget in1-
cludes general revenue sharing, and other items such as payments
to Puerto Rico of amou nts equal to certain tax collections. The gen-
eral revel. nue sharing program expires at the end of' fiscal year
198l. The Administration recoinmends an extension of this pro-
gram through fiscal year l19S8, and recommends that $5.1 billion be
included in the fiscal year 19S-1 budget for this function.

Interest.-The interest function of the budget includes interest on
the public debt, interest payments on certain tax refunds, and cer-
tain offsetting interest receipts. The Cominmittee estimates that
present law will involve gross interest payments of' $14.1 billion
and net interest payments of $108..2 billion.

Table 2.-FINANCE COMMITTEE FORWARDS THE ADMINISTRATION'S REVENUE

RECOMMENDATIONS: FISCAL YEAR 1984

Bilhons

P re s e n t la w .................................................................................................................. $ 6 4 8 .5
Legislation (net) under jurisdiction of Finance Com m ittee ........................................... 10.0

O ther (C ivil S ervice R etirem en t) ... . ................................................................. 1.2
Present law and legislation ............................. 659.7

Rev'enues.-The different types of' Federal revenues include indi-
vidual and corporate income taxes, social insurance taxes, excise
taxes, estate and gift taxes, and customs duties. For purposes of
this report, all Federal receipts have been treated as revenues;
those receipts in the President's budget which do not fall within
the Finance Committee's jurisdiction have been accepted without
change.
,The President's budget for fiscal year 1984 estimates total rev-

enues of $659.7 billion. The President's recommendation contem-
plates a $10.0 billion net increase in revenues under Finance Com-
mittee jurisdiction from current law. The Committee on Finance
has reviewed the Administration's revenue-raising proposals within
its jurisdiction and voted to forward these proposals to the Budget
Committee, without endorsement of any specific proposal or the
overall revenue total.

Any final estimate of expected revenues should include an allow-
ance to cover minor tax and tariff legislation. The Committee notes
that setting a budget resolution revenue total at exactly the level
of expected revenues could result in an unfortunate procedural bar-
rier to the consideration of minor tax and tariff bills which have
only negligible revenue implications. While such bills have essen-
tially no budgetary impact, they are technically inconsistent with



the budget respoluti on qand after the second budget r,,sol ut ion may
be subject to a point of' order". To deal with this situation, the CoM-
mittee on Finance strongly recommends that the revenue total in
the budget resolution be set at a level .0.1 1il lion below the level of
revenues otherwise anticipated.

Bu(g'ct (ClHic't.-Table :8 shows the overall budgetary impact of
the Administration's recommendations 'oIlcernnil the fiscal year
I 9t 1 congressional budget resolution.

Tablp 3 --BUDGETARY IMPACT OF ADMINISTRATIONS RECOMMENDATIONS

1. y, Dp, C

P re se n t la w ............................................. . ...... ......................... 6 4 8 .8 8 8 0 ,3 2 3 1 .5
Adminlstraton recommendations ............ 659 1 848 5 188.8

Public (debt limit--The permanent debt limit under existing law
is ,$41t- billion. In addition, there is a temporary debt limit in effect
which brings the overall limit to $1,290.2 billion. This temporary
limit expires on September :80), 19S:3, and in the absence of further
legislation the debt ceiling would decline to the $40) billion perma-
nent level. The projected deficit for fiscal year 19(84 will increase
the debt subject to limit to a level of' $1,602.6 billion on the basis of
the President's budget. The Budget Committee may find it neces-
sarv to adjust the debt limit estimates to take account of any other
appropriate adjustments to the estimates in the budget for pro-
grams not within the jurisdiction of the Committee on Finance.

Table 4.-PUBLIC DEBT LIMIT ESTIMATES IN PRESIDENT'S BUDGET

Bilhons

Estim ated debt subject to lim it as of Sept. 30, 1982 ............................................. $1,142.9
Administration's estimate of debt subject to limit Sept. 30, 1983 .......................... 1,319.9
Plus:

Federal funds deficit for fiscal year 1983 ...................................................... 205.7
Off-budget agency spending financed by Treasury and other financing .......... 17.0
Equals: Debt subject to limit as of Sept. 30, 1984 ................ 1,602.6

Tax 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
deduction from gross income or which provide a special credit, a
preferential rate of tax, or a deferral of tax liability." In the Com-
mittee's view, the questions 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 requirement that it present its esti-
mates with respect to tax expenditures is by listing all items which
have been so designated in tile President's budget. In doing so,
however, the ('ommittee does not either endorse or reject the con-
tention that any or all of these items designated as tax expendi-
tures represent a departure from normal tax policy.

For the reason stated above, the Finance committeee simply
transmits as its report the tax expenditure listing included in Spe-
cial Analysis ( of the President's budget.

Pi.'eveu- budAutar tl'ok.--The nmagnitude and timing of sav-
ings or expenditures which may result from changes in the law to
be recommended by the Committee during the upcoming session of
the Congress will depend heavily on the exact nature of each spe-
cific legislative change. This result is arrived at only after the
entire process of substantive consideration by the Committee and
the Congress. Moreover, budgetary estimates presented in this
letter are net amounts which may ultimately be achieved through
a combination of legislative changes involving both increased costs
in some cases and cost reductions in others.

Similarly, the revenue estimates 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 legisla-
tive consideration of" various competing proposals. Goals will be es-
tablished which vary from year to year depending upon the chang-
ing economic needs and conditions of the country.

The Committee recognizes that the Congressional Budget Act re-
quires the Budget Committee to undertake an analysis of the 5-
year budgetary outlook and include projections in their reports on
the budget resolution. This is a useful and appropriate element in
congressional consideration of broad budgetary perspectives. How-
ever, 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 legis-
lative consideration. The Committee does recognize the importance
of future year budgetary impact projections and believes that the
Budget Act and the Standing Rules of the Senate properly impose
on substantive committees the obligation to make such projections
when they have completed legislative consideration and are report-
ing a measure to the Senate.

To assist the Budget Committee in carrying out its responsibil-
ities for long-range projections, I am enclosing a copy of Finance
Committee Print 98-1:3 which includes present law projections of
certain trust fund programs (see pages 18 and 04). Present law rev-
enue projections appear in the Administration's FY 1984 budget on
page 4-3.

The Finance Committee staff is available to answer any addition-
al questions you may have on these estimates.

Sincerely yours,
BOB DOLE, Chairman.

,,,,-,
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Excerpt From Public Law 93-3 1 1-The Congressional Budget and
Impoundment Control Act of 1971
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88 -STAT 306 TITLE 1 I-C()N(;GRESSIONA. llil)(;F7[ l'BD( )( ESS

'1 M rA i LE

Src. 300. The timetable % ithi respect to the congressiolcl budget
process for aty fiscal year is as follows:

On or before:

November 10 -----------------
15th day after Congrem neets -
March 15 --------------------

April 1 ----------------------

April 15 ---------------------

May 15 ---------------------

May 15 .------------.-------

7th day after Labor lw.Y .----

;k~ittencier 15 ----------------

F-epteinber 25 -----------------

October I --------------------

Actlor to be ccflnileted -
l1'rtsidect submits current services budget.
President submits his budget.
('oinlttee.,; ard joint committees submit

reports to Budget ('ommitteeF.
Congress ccnai Budget Office submits report to

Budget 'ommittees.
Budget Committees report first concurrent res-

olution on the budget to their Houses.
(Onimittees report bills and resolitio.ns autlhor-

izlng new budget butlhority.
('ocigrss cormipletes action onc first concurrent

resolution oi the budget.
Congress completes action onc bills and reSolu-

lions providing new budget autlhrtly and
new spending e.uthority.

Congress completes action rl second required
concurrent resolution on the hi dget.

('ongress completes action on reconciliation bill
or resolution, or bohll., itiulentlig second
requiredl ecmcurrecit resoitition.

l'iscA' year begins

AlX)PTiON 0F FIRST tONt('UttlNT ISOLUtON'

SIX. 301. (a) ACTION To lt: Comr.lt:iu M.Y 15.-O or before
May 15 of each year, the Congress shall ecuipete action on the first
concurrent resolution on the budget for the fiscal year begiining on
October 1 of such year. The colncurtpIit resolution shpil set forth-

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

(2) ant estimate of budget outlays and an appropriate level of
new budget authority for eacl major functional category, for
contiagetcies, and for undistributed intragovernimental transac-
tieos, based on allocations of tlie approl)riate level of total budget
outlays and of total new budget authority;

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

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

(5) the appropriate level of the public debt, and the amount, if
any, by which the statutory limit on the p)Ibli 'c debt shtcould be
increased or decreased by bills and resolutions to be reported by
th, appropriate committees; and

(6) such other matters relating to the budget as niny be appro-
priate to carry out the purposes of this Act.

(b) ADDITIONAL M^Ar'f.RS IN CONC('RRENT R.SoLUTIOx.---The first
concurrent resolut ion on the budget may also require-

(89)

31 USC 1321.

31 USC 1322.

Content s@

July 12, 1974Pub. Law 93-344 - 10 -
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July 12, 1974 - 11 - Pub. Law 93-344
880 STATt- 307

(1) a procedure under which all or certain bills and resolutions
providing new budget authority or providing new spending
authority described in section 401 (c) (2) (C) for such fiscal year
shall not be enrolled until the concurrent resolution required to be
reported under section 310(a) has been agreed to, and, if a recoil-
ciliation bill or reconciliation resolution, or I6t1, are required to
be reportal under section 310(c), until Congress has completed
action on that bill or resolution, or hot h ; and

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

Not later than the close- of the Ninety-fifth ('ongiess, the ('onliiittve Report to
on the Bidget of each lloise shall report to its louse on the iuilple- Congress.
nentation of lproce(lures dlescrilxd in this suilisectio(n.

(c) VIEWS Ant ESTIMATNS OF (M'ruiu ('oMMirn') :.s. On or before Submittal to
March 15") of each year, each standing couliniit tee of the Ilouse of oongressioal
Representatives shall submiit to the ('oniniittee onl the Budget of the 0omittees.
House, each standing comrtittee of the Senate shall subniit to the
Committee on tIe Budget of the Senate, and the ,Joint Economic Coin-
mittee and Joint Coimiittee on Internml Revenue "'axat ion shall sub-
mit to the Committees oin the Budget of both I louses- -

(1) its views and estimates with respect to all matters set forth
in subsCction (a) which relate to matters within the respective
jurisdiction or functions of such committee or joint comm ittee;
and

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

The ,Joint Economic Committee shall also submit to the Conmiittees
on the hulget of both blouses, its recom endations as to the fiscal
policy appropriate to the goals of the Enploynent Act of 194;. Any 60 Stat. 23.
other committee of the H}ouse or Senate may submit to the C(omittee 15 USC 1021
oti the Budget of its House, and any other joint committee of the note.
Congress nmy submit to the Conmittees on the Budget of bit h Houses,
its views anid estimates with respect to all matters set forth in sub.
section (a) which relate to matters within its jurisdiction or fun( tions.

(d) lI E AIN OS AN) AND roRT.-In developing the first concurrent reso- Concurrent
lution on the budget referred to in subsection (a) for each fiscal year, resolution,
the Committee on the Budget of each House shall hold hearings anl development.
shall receive testimony from Members of Congress and such aI)pro-
priate representatives of Federal departments and agencies, the gen-
eral public, and national organizations as the committee deems
desirable. Oi or before April 15 of each year, the Committee on the Report to
Budget of each House shall report to its House the first concurrent Congress.
resolution on the budget referred to in suibsection (a) for the fiscal
year beginning on October 1 of such year. The report accompanying Contents.
such concurrent resolution shall include, but not be limited to-

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

(2) a comparison of the appropriate levels of total budget out-
lays and total new budget authority, as set forth in such
concurrent resolution, with total budget outlays estimated and
total new budget authority requested in the budget submitted by
the President;
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Pub. Law 93-344
88 STAT, 308

- 12 - July 12, 1974

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

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

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

(6) projections, not limited to the following, for the period of
five fiscal years beginning with such fiscal year of the estimated
levels of total budget outlays, total new budget outlays, total new
budget authority, the estimated revenues to be recei ved, and the
estimated surplus or deficit, if any, for each fiscal year in such
period, and the estimated levels of tax expenditures (the tax
expenditures budget) by major functional categories;

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

(8) information, dataand 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.

MATERS TO lIE INCI.I'DFD IN JOINT STATEMENT OF MANAOERB;

REPORTS BY COMMI'ITTEFS

31 USC 1323, Szc. 302. (a) ALIU,-ATIO. Or ToTALs.-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 appropriate levels of total budget outlays and total new mdget
authority among each committee of the Itouse of Representatives and
the Senate which has jurisdiction over bills and resolutions providing
such new budget authority.

Subdivisions. (b) REPorrs BY CoMmtrrrEs-.As soon as practicable after a con-
current resolution on the budget is agreed to-

(1) the Committee on Appropriations of each House shall, after
consulting with the Committee on Appropriations of the other
House,- (A) subdivide among its subcommittees the allocation of
budget outlays and new budget 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-
grams over which it has jurisdiction, and (B) further subdivide
the amount with respect to each subcommittee or program between
controllable amounts and all other amounts.
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Each such committee shall promptly report to its House the subdivi- congressioral
sions made by it pursuant to this subsection. oonttees'

(C) SUBSEQUENT CONCURRENT RESOLUTIONS.--I11 the cZse of a concur- report of sub-
rent resolution on the budget referred to in section 304 or 310, the divlsona.
allocation uder subsection (a) &no the subdivisions under subsection
(b) shall be required only to the extent necessary to take into account.
revisions made in the most recently agreed to concurrent resolution
on the budget.

FIRST CONCUIRENT RESOLUION ON TiE BVDoET MUST BE ADOPTED BF.FORE
I.EOISLATION PROVUD)INO NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, OR CIIANOES IN REVENUES OR PUBLIC DEBT LIMIT IS CON-
SIDERED

Szc. 303. (a) IN GNENaAL.-It shall not be in order in either the
House of Representatives or the Senate to consider any bill or 0esolu-
tion (or amendment thereto) which provides-

(1) new budget authority for a fiscal year;
(2) an increase or decrease in revenues to become effective

duriiig a 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 become effective during a fiscal year;
until the first concurrent resolution on the budget for such year has
been agreed to pursuant to section 301.

(b) ExcErloNs.-Subsection (a) does not apply to any bill or
resolution-

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

(2) increasing or decreasing revenues which first become effec-
tive in a fiscal year following the fiscal year to which the con-
current re-solution applies.

(c) WAIvw:, IN T1I, SENATF.--
(I) The committee of the Senate which reports any bill or res-

olution to which subsection (a) applies may at or after the time it
reports such bill or resolution, report a resolution to the Senate
(A)Iproviding for the waiver of subsection (a) with respect to
suh bill or resolution, and (11) stating the reasons w Iy the
waiver is necessary. The resolution shall then lx, ieferred to the
Committee on the Budget of the Senate. That committee shall
report the resolution to the Selnate within 10 days after the res-
olution is referred to it (not counting aiiy day on which the
Senate is not in session) beginning witl, the day following the day
on which it is so referred, accom )anied by that committee's rec-
ommendations and reasons for such recommendations with respect
to the resolution. If the committee does not report the resolution
within such l0-day period, it shall automatically be discharged
froin further consideration of the resolution and the resolution
shall be placed on the calendar.

(2) During the consideration of any such resolution, debate
shall be limited to one hour, to be equally divided between, and
controlled by the majority leader 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 hi favor of any such motion

31 UISC 1324.

Resolution
re fe rrl.
Report to
S orste.

Dubaetep time
l1Mitrtion,
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or appeal, the time in opposition thereto shall crnbtre ! le Iv i e
minority leader or his designee. Such leaders, or either of tOtrin,
may, from tile tine under their control on the passage ,f such
resolution, allot additional time to any Senator during the con-
sideration of any debatable notion or appeal. No aineidnient :
the resolution is in order.

(3) If, after the ('ommittee on the Mudget has reportd 'or
been discharged from fuitler considerationn of) the resoiut;n,
the Senate agrees to the resolution, then sub..,ection (a) of thi.,
section shall not apply with respect to the bill or resolution to
which the resolution so agreed to applies.

PEIRMISSIRLFo REVISIONS OF CUN(ITI.NT IESOI. LONS OF THYE BDI'IET

31 USC 1325. Syc. 304. At any time after the fits( concurrent resolution , thue
budget for a fiscal year has bwen agrvedi to pursuatnt to section ;W:. and
before thle end of suhfiscal year, the two houses may adopt a conl-
current resolution on thle budr-t which revises, the concurrent.r~~i
tiont onl the budget for such scal year most recently agreed to

FROVISIONR RELATING To T1IFE vNSmIItATION OF CONCI'RFNT
Rl.$OI-IO'INS ON TIlE BVI'iGET

31 'SC 1326. SE(-. 305 (a) 1'0(n:rni'ni IN Jiousr: or 1?RE8F:STATIvk Avri':Jz
REPORT OF (oM MiTrrEl: l)En ':.--

(1) When the ('onmmittee on tile Budget of the lloui,, has
reported any concurrent resolution on the budget, it i,. in or-der
at any time after the tenth day (excluding Saturtlfqs, Sunda),
and legal holidays) following'the day on which tie report u: ,i
such resolution has been available to Me;nniers of thc 1loti:4 (evcn
though a previous notion It, the same effect ha., beezn disu zived
to) to move to proceed to the consideration of the concurrnint reso-
lution. The motion is highly privileged and i. not debatable. An
amendment to the notion is not in order, and it is not in order to
move to reconsider the vote by which the rootion is agreed to or
disagreed to.

Debate, time (2) General debate on aiy concurrent resolution on the budyt
limitation, in the louse of Reiresentatives shall lie limited to not nii, Ifn

10 hours, which slhall be divided equally between the inajo i'y and
minority parties. A motion further to Iinit debate is ot deb t-
able. A motion to recommit the concurrent resolution Is iot A.i
order, and it is not in order to move to reconsider the vote b%-
which the concurrent resolution is agreed to or disagreed to.

(3) ('onsideration of any concuirient resolution ol the budget
y tihe Ilouse of Reprsentatives shall be iln the Coruniittse of t he

Whole, and tile reolution sh1alI be read for amRtldnerit 1,1)del t! ,P
five-minute rule in accordance wit tie api cable protvisiorn.; of
rule XXIII of the Rules of tine louse of Representatives. After
the Committee rises and reports the resolution back to the 1 Io 'e,
the previous que.,ti(n shall iw consilered as ordered on tile rv-o-
lution and any ani, dnneuts tlereto to tiial passage without jitter-
vening notion ; except that it shall be in order at any time prior
to fital passage (notwithstanding any other rule or "provisio' i of
law) to adopt an amendment (or a series, of annemndmpits) Otiang-
ing any figure or figures in tile resolution as so reported to 0e
extent necessary to achieve mathematical consistency.

30-S-4 0-S4----
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(4) debatee ilk tle 1louse of R91)reseintati rs OJi tile CoJIfeCIPte Debate, time
report or any concurrent resolution on the budget shall be liunite(l limitation.
to not ,nore than . hours, which shiall Ihe divided equally bet ween
the majority andi minority parties. A motion fu theta' to lini it
debate is not debatable. A niotiont to reconmit the conference
report is not in order, and it is not in order to move to i econsider
the vote by which the conference report is agreed to or dis-
agreed to.

(5) Motions to postpone, nIad(e with respect to tlie conisihe 'lat iOu,
of any concurrent resolution on the budget, and motions to pro-
ceed to the conlsideraron of other business, shall be decided with-
out debate.

(G) Appeals from the decisions of the ('hair relating to the
application of the Rules of the House of Representatives to the
prc('edure relating to any corlctirreilt resolution on the )udget
shall be decided without debate.

(b) P~ROC:)URE IN SENAT: AF-ria R1:R'-o'r or ('OMMI'rE.; I)'AT';
A M t. NI)!.[: 'N Ts.--

(I) e)blate in lite Senate oii any conclri'ent re-olutiol on the Debate, time
budget, and all allenduiiemts thereto aul(l debatable notions and limitation*
appeals in connection therewith, shall be limited to not more
than 50 hours, except that, with respect to the second req uired
coicirre;t resolution referred to iin section 310(a), 1111 such debate
shall )A- Iinited to not more than 1.5 hirs. The tiie shall be
equally divided between, and controlled by, the majority leader
and tlt )inliority leader or their designees.

(2) debatee in the Senate on any amendment to a concurrent
resolution oil the budget shall be limited to 2 hours to be equally
divided lttween, and controlled )y, the mover and the manager
of the concurrent resolution, and debate on any amendment to ali
amendment, debatable motion, or appeal shall bc limited to 1 hour,
to be equally divided between,, and controlled by, the mover and
the mainger of the concurrent resolution, except that in the event
tie manager of the concurrent resolution is in favor of aniy such
amendment, motion, or appeal, tie time in opposition thereto
shall be controlled by the minority leader or his designee. No
amientic nent 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 specified number of d:ys, not to
exceed 3, not counting any day on which the Senate'is not in
session ) is not in order. I)eiate' on any such motion to recommit
shall be limited to I hour, to be equally divided between, and
controlled by, the mover and the manager of the concurrent
resolution.

(4) Notwithstanding any other rule, ali ainendme)it. or series
of amendments. to a concurrent resolution on the budget proposed
in the Senite shall alvtavs be in order if such amendment or series
of aniendiuielits proposes to change ai y figu ,e or figures then con-
tainted in Sich concurrent resolution so as to make such concurrent
resolution mathematically consistent or so as to maintain silch
consistency.



95

Pub. Law 93-344 - 16 - July 12, 1974

11,1 tlon.

(c) A(-ri.-N o( .oNrt.EENCE REFRTRS IN TIE SFNA .--
(I ) The conference report oni any concurrent resolution on the

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

(2) )uring the consideration iii the Senate of the conference
report on aniy concurrent resolution oii the budget, debate shall be
limited to 10 hours, to be equally divided between, and controlled
by, the majority leader and minority leader or their designees.
l)ebate on any debatable motion or appeal related to the confer-
ence report shall be limited to I hour, to be equally divided
between, and controlled by. the mover and the mlinger of the
con terciice report.

(3) Shoud the conference report be defeated, debate on any
roqiies( for a new conference and the a pointient of conferee.
shall be limited to 1 hotur, to be equally divided bet wee, and
controlled by, the manager of the confereiice report and the
ininority leader or his designee, and should any notion be niade
to instruct the conferees before the conferees are iinied, debate
0H such motion shall be limited to one-half hoIr, to Ihe equally
divided between, and controlled by. the mover anid the imager
of the conference report. Debate on any amendment to any such
instructions shall be limited to 20 minutes, to be equally divided
between and c-nit rolled by the mover and the manager of the con-
ference report. In all cases when the manager of the conference
report is ini favor of any motion. appeal, or aniendinet, the time
in opposition shall be under the control of the minority leader or

(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 designee. No
ainendmetit that is tot germane to the provisions of such amend-
i~wlits shall be received.

(d) l{EQuzat:i A(:rJoN we CoN EitiEE CoMMirrk:E.-I f, at the end of
7 days (excluding Saturdays, Smidays. and legal holidays) after the

egs cojiferees of both Houses have been appointed to a committee of con-
fe,-ence on a concurrent resolution on the budget, the conferees are
tiiaable to reach agreement with respect to all matters in disagreement
between ilie two Houses, theii the conferees shall submit to their
respective Houses, on the first day thereafter on which tlhir ]House
is in session-

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

(2) a conference report in disagreement, if the matter in dis-
agreement is an amendment which strikes out the entire text of
the c-nicurrent re-solution and inserts a substitute text.

(e) CON'U11HNT RE8OLUTION MUsT BE CONSIs :TNT IN THE SEN-
,.--It shall not be in order in the Senate to vote oni the piIestion of

agreeing to--
(1) a concurrent resolution on the budget unless the fi-iures then

contained in such resolution are mathematically consistent ; or
(2) a conference report on a concurrent resolution on Ohe budget

miless the figures contained in such resolution, as recommended
iii such conference report, are mathematically consistent.

n?# , 4 ,as
Ap#t, wdeit
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LEOI8LATION DEALINO WITH CONOREJSIONAL BUDO:T MUST BE HANDLED
BY BUDGET COMMITTEE

Srec. 306. No bill or resolution, and no amendment to any bill or 31 U50 1327.
resolution, dealing with any master which is within the jurisdiction
of the Committee on the Bud get of either House shall be considered
in that House unless it is a bill or resolution which has been reported
by the Committee on the Budget of that House (or from the considera-
tion of which such committee has been discharged) or unless it is an
aiendmeiit to such a bill or resolution.

HIO'SE COMMITTEE ACTION ON AJLL APPROPRIATION BILL TO HE COMPLETED
BEFORE FIRST APPROPRIATION BILL 1 REPORTED

SFc. 307. Prior to reporting the first regular appropriation bill for 31 USC 1128.
each fiscal year, the Committee on Appropriations of the House of
Representatives shall, to the extent pract icaLle, complete subcommit-
tee inarkup and full conimittee action on all regular appropriation
bills for that year and submit to the House a suniniary report compar- surmry report,
ing the -ominittee's recommendations with the appropriate" levels of s, rttai to
budget outlays and ne*w budget authority as set forth in the most House.
recently agreed to concurrent resolution on the budget for that year.

REWIRTS, 8,MMA.ILSA AND PROJECTIONS OF (10N)NOIIONAI, BUDOLT
,% (-T I ON 8

SEe. 308. (a) REPORTS ON LEGI8LATION PROVIDING NEW BuDno" 31 1LC 1329.
At-riioxirr oR TAX EXj'FNDITuRs.- Whenever a committee of either
Hose reports a bill or resolution to its H1ouse providing new budget
authority (other than continuing appropriations) or new or increased
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 Congressional Budget Office, detailing-

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

(A) how the new budget authority 'provided in that bill
or resolution compares 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 :!0"2;

(B) a projection for the period of 5 fiscal years begin-
nin with 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-
cial assistance to State azid local governments; and

(2) in the case of a bill or resolution providing 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 accompanying
the first concurrent resolution on the budget for s uch fscal
year, or, if a repo rt accompanying a subsequently agreed to
concurrent resolution for such year sets forth such levels,
thert as set forth in that report; and

(B) a projection for the period of 5 fiscal years beginning
with such fiscal year of the tax expenditures which will result
from that bill or resolution in each fiscal year in such period.



97

'Pub. Law 93-344 - 18 - July 12, 1974

No projection shall be required for a fiscal year under paragraph (1)
(B) or (t) (1B) if the committee determines that a projection for that
fiscal year is impracticable and states in its report the reason fot such
impracticabilitv.

(b) UP-TO-AT TAIBULATION OF CONGRESSIONAL BUD(JET AcTioNs.-
The Director of the Congressional Budget Office shall issue periodic
reports detailing and tabulating the progress of congressional action
on bills and reslutions providing new budget authority and changing
revenues and the public debt limit for a fiscal year. Such reports shall
include, but are not limited to--

(1) an up-to-date tabulation comparing the new budget anthor-
ity for such fiscal year in bills and resolutions on which Congress
has completed action and estimated outlays, associated with such
new budget authority, during 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 and the
public debt limit for such fiscal year in both blouses;

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

(4) an up-to-date comparison of the appropriate level of the
public debt contained in the most recently agreed to concurrent
resolution on the budget for such fiscal year with the latest esti-
mate of the public debt during such fiscal year.(0) Ft V )'2Yjkn (o .- t6,v 6r COz asig g A B g-T ACTio N- -A s()FVY~-YtAt RJE~O OFCNbitEs1OA I BUDGETAcoN-A

soon as practicable after the beginning of each fiscal year, the Director
of the Congressional Budget Office shall issur, a report projecting for
the period of 5 fiscal years beginning with such fiscal year-

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

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

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

(iOMPLETION OF ACTION ON BILLS PROVIDING NEW BUDGET AUTIIORITY
AND CERTAIN NEW SPENDING AUTHORITY

31 USC 1330. Szo. 309. Except as otherwise provided pursuant to this title, not
later than the seventh day after Labor Day of each year, the Congress
shall complete action on all bills -and resolutions--

(1) providing new budget authority for the fiscal year begin-
ning on October i of such year, other than supplemental, defi-
ciencey, and continuing appropriation bills and resolutions, and
other than the reconciliation bill for such year, if required to be
reported under section 310(c); and

(2) providing new spending authority described in section 401
(c) (2) (C) which is to become effective during such fiscal year.

Paragraph (1) shall not apply to any bill or resolution if legislation
authorizing the enactment of new budget authority to be provided in
such bill or resolution has not been timely enacted.

88 STAr. 314

ports.

Contents.
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FFCOND REQUIRED CONCURRENT RESOLUTION AND R1'ON('II.IATION
I'R(K'ESS

Sl' c. 311). (a) lh:t'ui'nO (iF ('oN'l'UnErN Rt :Sn.TioN.- 'he ('orn- 31 M C 1331.
nllittee oll the liuldget of each I louse shall report to its House a e con-l
current resoltition oi1 tie budget which reaffirmns or revises the
conctirrent resolution on the budgett nost, recently agreed to with
respect to tie fiscal year Ixginning o October 1 of such year. Any such
CtiiCilt'e'talt resolution on the Iudget shall also, to tile extent itees-
sary-

(I) specify the total anliount by Which-
(A) new budget authority for such fiscal year;
(B) budget aulliority initially provided for prior fiscal

years; and
(C) new spetnling a tit lority descrild in sect ion 401 (c) (2)

(C) which is to bcome effective dtiriiig such fiscal year,
contained il laws, hills, and resolutions wit hin the jatrisdiction
of a comnilittee, is to he changed and direct that cotatitee to
determined and recotiien d changes to accoinl isli a cliatnge of
such total amount;

(2) specify tha total amount by wlkich revenues are to be
changed and direct that the committees having j urisdiction to
determine awid recommend changes in tile revenite laws, bills, and
resolut ions to accompl ish a change of such total antiount;

(3) s ecify the am1,ount by which the statutory limit on the
plic deht is to be. changed and direct tie committees having
jurisdict ion to recommend such change; or

(4) specify and direct atiy combination of the inatters described
in paragraphs (I), (2),and (3).

Any such concurrent resolution may be reported, and the report F11rn.
accompanying it may be filed, in either Hotte -notwithitanding that
that Hlouse is not in session on the day on which such concurrent
resolution is reported.

(b) COMPITItON OF A(7TiON ON ('oNCuRR:N'r R.1soLTrN.-Not later
than September 15 of each year, the Congress shall complete action
on the concurrent resolution on the budget referred to in subsection
(a).

() REcoN IuATION PROcFsS.-If a concurrent resolution is agreed
to in accordance with subsection (a) containing directions to one or
more committees to determine and recommend changes in laws, bills,
or resolutions, and-

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

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

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

(d) CoMPIrnION or RIE ONCIUIA'nON Psocrm.-Congress shall com-
plete action on any reconciliation bill or reconciliation resolution
reported under subsection (c) not later than September 26 of each
year.

(e) PRocEDURE IN THE SEN,.-E,.-
(1) Except as provided in paragraph (2), the provisions of

section 301 for the consideration in the Senate of concurrent reso-
lutions on the budget and conference reports thereon shall also
apply to the consideration in the Senate of reconciliation bills and
reconciliation resolutions reported under subsection (c) and con-
ference reports thereon.

Debate, time (2) Debate in the Senate on any reconciliation bill or resolu-
limitation. tion reported under subsection (c), and all amendments thereto

and debatable motions and appeals in connection therewith, shall
be limited to not more than 20 hours.

(f) CONUREs8 MAY Nor ADJOURN UNTIL AcTo Is CoMPLr.-It
.lall not be in order in either the House of Representatives or the
Senate to consider any resolution providing for the adjournment sine
die of either House unless action has been completed on the concurrent
resolution on the budget required to be reported under subsection (a)
for the fiscal year beginning on October 1 of such year, and, if a
reconciliation bill or resolution, or both, is required to be reported
tinder subsection (c) for such fiscal year, unless the Congress has com-
pleted action on that bill or resolution, or both.

NEW BUDGET AUTHORITY, NEW sOPENDINo AUTHORITY AND REVENUE
LEGISLATION MUST BE WITHIN APPROPRIATE LEVELS

Sx:c. 311. (a) I.EomsAroN SuDaxr To POINT OF ODzat..-After the
Congress 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
ure required to be reported under section 310(c), after that bill has
been enacted into law or that resolution has been agreed to, it shall
not be in order in either the House of Representatives or the Senate to
consider any bill, resolution, or amendment providing additional new
budget authority for such fiscal year, providing new spending author-
ity described in section 401(c) (2) (C) to become effective during such
fiscal year, or reducingrevenues for such fiscal year, or any confer-
ence reprt on any such bill or resolution, if-

() the enactment of such bill or resolution as reported;
(2) the adoption and enactment of such amendment; or
(3) the enactment of such bill or resolution in the form reconi-

mended in such conference report;
would cause the appropriate level of total new budget authority or
total budget outlays set forth in the most recently agreed to concur-
rent resolution on the budgt 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) DETrMINATION OF OUT.LAYS AND REVENUt.-For p-irposes of
subsection (a), the budget outlays to be made during a fiscal year and
revenues to be received during a fiscal year shall be determined 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.

31 LSC 1332.
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iITE IV--AI)DITIONAL PROVISIONS TO IM PROVE
FISCAL PROCEDURES

BIUA PROVIDING NEW SPENDINO A"JTIIORITY

,-. 401. (a) LFAI18.AnoN PROVIDING CONTRACT OR BORROWiNO 31 USC 1351.
At UrI'OaIr.--It shall not be in order in either the House of Represent-
fttivv or the Senate to consider any bill or resolution which provides
Dww spending authority described in subsection (c) (2)(A) or (131)
(or an.y amendment which provides such new spending authority),
unhss that bill, resolution, or amendment also provides that such
new spending authority is to be effective for any fiscal year only to
such extent or in such amounts as are provided in'appropriation Acts.

(b) IOISLATION PROVIDING ENITLnMEZNT Aurioarry.-
(1) It shall not be in order in either the House of Representa-

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 year in which such bill or res-
olution is reported.

(2) If any committee of the House of Representatives or the
Senate reports any bill or resolution which provides new spending
authority described in subsection (c) (2)(C) which is to become
effective during a fiscal year and the amount of new budget author-
ity which will be required for such fiscal year if such bill or resolu-
tion is enacted as so reported exceeds the appropriate allocation of
new budget authority reported under section 302(b) in connection
wcdh the most recently agreed to concurrent resolution on the
budget for such fiscal year, such bill.or resolution shall then be Reteral to
zeferred to the Committee on Appropriations of that house with Appropriations
instructions to report it, with the committee's recommendations, conmttttee.
within 15 calendar days (not counting any day on which that
House is not in session) beginning with the (lay following the day
on which it is so referred. If the Committee on Appropritions of Disoharge from
either House fails to report a bill or resolution referred to it under oonsieration.
this paragraph within such 15-day period, the committee shall
bautomaically be discharged from further consideration of such
bill or resolution and such bill or resolution shall be placed on the Placement on
appropriate calendar. oal endar.

(3) The Committee on Appropriations of each House shall have cornrittee
jurisdiction to report any bill or resolution referred to it tinder juri sdoti on.
paragraph (2) with an amendment which limits the total amount
of new spending authority provided in such bill or resolution.

(0) DYrNI o.-
(1) For purposes of this section, the term "new spending

authority" means spending authority not provided by law on the
effective date of this section, including any increase in or addition
to spending authority provided by law on such date.

€'2) For purposes of paragraph (1), the term "spending author-
ity" leans authority (whether temporary or permanent)-

(A) to enter into contracts under which the United States
is obligated to make outlays, the budget authority for which
is not provided in advance by appropriation Acts?

(B) to incur indebtedness (other than indebtedness
incurred tinder the Second Liberty Bond Act) for the repay- 40 Stat. 288.
ment of which the United States is liable, the budget authority 31 UsC 774.

* for which is not provided in advance by appropriation Acts;
Ind
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49 State 620.
42 USC 1305.

68A Stat. 3.
26 LEC 1 et 2s

86 Stat. 919.
31 USC 1221 note.

59
87
31
59
86
31

State 6001
State 1005.
USC 856.
State 5971
State 1274.
USC 846.

31 USC 1352.

(C) to make pa yments (including Ioans and grants), tlie
budget authority for which is not provided for in adv inct,
by)' appropriate ion Acts, to any perzon or governnwint if, iuder
tle provisions of the law containing such authority, tne
United States is obligated to nmke sc I paynilents to x'7 ,ms
or governments who inevt the requirements established by ,ich
law.

Such term does not include aut hority to insure or guarantee the
repayment of indebtedness incurred by another pesm (,r govern-
ment.

(d) Excr.rioNs.---
(1) Sub-A-ctions (a) and (b) shall not apply to new sl ending

authority if the budget authority for outlays which will result
j rom such new sixending authority is derived-

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

(11) from any other trust fund, 90 percent or more of the
receipts of which consist or will consist of aniounts ft an -
ferred from the general fund of the Treasury) equi vahnt to
amounts of taxes (related to the p)ol)rloss for whic-h such
outlays are or will be made) received in the ri'skr',' undVr
specified provisions of the Interial Revenue Code of 19A.

(2) Subsections (a) and (b) shall not apply to new spenling
authority which is art ameidnent to or extension of the State
and Iocal Fiscal Assistance Act of 1972, or a continuation ot
the, program of fiscal assistance to State and local goveriarsint;
provided by that Act, to the extent so provided in the bill or
resolution providing such authority y.

(3) Subsections (a) and (b) shall not apply to new sfx-nding
authority to the extent that---

(A) the outlays resulting therefrom are made by an orga-
nization which is (i) a mixed-ownershipl Government cori,,.
ration (as defined in section 201 of the (overnnment
Corporation Control Act), or (ii) a wholly owned (Govern-
ment corporation (as defined in section iO) of such Act)
which is specifically exempted by law front conipl ian'e-v itli
any or all of the provisions of that Act ; or

(B) the outlays resulting therefrom consist exclusively of
the proceeds of gifts or lbquests made to the Ulnited States
for a specific purpose.

REPORTING OF AUTIKORIZINO IYOIBiATION

St-. 4Q2. (a) Ru(Qurnmi: Ri:orrjo I)ATE.--Except as otherwi.-,e pro-
vided in this section, it shall not 1e in order in either the House of
Representatives or the Senate to consider any bill or resolution which.
directly or indirectly, authorizes the enactinent of new budget aithor-
ity for a fiscal year, unless that bill or resolution is report(.d in t1he
House or the Senate, as the case may be, on or before May 15 p~reced-
ing the beginning of such fiscal year.

(b) EMERGFNY(' WAJVF IN TlI IhUSE.--If the ('omnaittee oil Rule
of the House of Representatives determines that emergency condit io11
require a waiver of subsection (a) with respct to any bill or resoli-
tion, such committee may repo rt, and the ]louse may consider aid
adopt, a resolution waiving the application of subsection (a) in the
case of such bill or resolution.

88 STAT. 318
- 22 -
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(c) WAiV^ R IN rT, SENATE.-
(1) The committee of the Senate which reports any bill or

resolution may, at or after the time it reports such bill or resolu-
tion, report. a resolution to the Senate (A) providing for the
waiver of subsection (a) with respect to such bill or resolution,
and (B) stating the reasons why the waiver is necessary. The Rwermi1 to
resolution shall then be referred to the Committee on the Budget Budget Corrdt-
of the Senate. That committee shall report the resolution to t'he tee,
Senate, within 10 days after the resolution is referred to it (not Report to Sen-
counting any day on which the Senate is not i,, session) beginning ate.
with the day following the day on which it is so referred accom-
panied by that committee's recommendations and reasons for such
recommendations with respect to the resolution. If the committee D1soarge from
does not report the resolution within such 10-day period, it shall oonsideration.
automatically be discharged from further consideration of the
resolution and the resolution shall be placed on the calendar. Placement on

(2) During the consideration of any such resolution, debate calendar.
shall be limited to one hour, to be equally divided between, and Debate, tim
controlled by, the majority leader and the minority leader or their limitation.
designees, and the time on any debatable motion or appeal shall be
limited to 20 minutes, to b 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 his designee. Such leade,, or either of
them, may, from the time uder their control on the passage of
such resolution, allot additional time to any Senator during the
consideration of any debatable motion or appeal. No amendment
to the resolution is inorder.

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

(d) ('z.AN BILLS AND RESOLUTIONS RECEIVED FROM OTHER
Hlousz.-Notwithstanding the provisions of subsection (a), if under
that subsection it is in order in the House of Representatives to con-
sider a bill or resolution of the House, then it shall be in order to
consider a companion or similar bill or resolution of the Senate; and if
under that subsection it is in order in the Senate to consider a bill or
resolution of the Senate, then it shall be in order to consider a com-
panion or similar bill of the house of Representatives.

(e) ExcFrIoNs.-
(1) Subsection (a) shall not apply with respect to new spend-

ing authority described in section 401 (c)(2)(C).
(2) Subsection (a) shall not apply with respect to new budget

authority authorized in a bill or resolution for any provision of
the Social Security Act if such bill or resolution also provides
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) STUDY OF EXISTING SPENDING AUTHORITY AND PERMANENT
ArPorATlIOs.-The Committees on Appropriations of the House of
Representatives and the Senate shall study on a continuing basis thoseprovisions of law, in effect on the effective date of this section, which
provide spending authority or permanent budget 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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ANALYSIS BY CONORESSIONAL BUDGET OFFICE

31 usC 1353. Szc. 403. The Director of the Congressional Budget Office shall, to
the extent practicable, prepare for each bill or resolution of a public
character reported by any committee of the House of Representatives
or the Senate (except the Committee on Appropriations of each

Subittsl to House), and submit to such committee-
oong'essional (1) an estimate of the costs which would be incurred in carry-
oodttee,. 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
such fiscal year, together with the basis for each such estimate;
and

(2) a comparison of the estimate of costs described in para-
graph (1) with any available estimate of costs made by such
committee or by any Federal agency.

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

Pg!tp p. 322.

JURISDICTION OF APPnOPRIATIONS COMMIT1rEE

Srx. 404. (a) AMENDMENT OF HOUSE RuLs.--Clause 2 of rule XI of
the Rules of the House of Representatives is amended by redesignating
paragraph (b) as paragraph (e) and by inserting after paragraph (a)
the following new paragraphs:

"() Rescission of appropriations contained in appropriation Acts
(referred to ini section 105 of title 1, United States Code).

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

"(d) New spending authority described in section 401(c) (2) (C)
of the Coiigre.sional Budget Act of 1974 provided in bills and resolu-
tionis referred to the committee under section 401(b) (2) of that Act
(but subject to the provisions of section 401(b) (3) of that Act)."

(b) AMENDMENT OF SENATE RULES-Subparagraph (c) of para-
graph I of rule XXV of the Standing Rules of the Senate is amended
to read as follows:

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

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

"2. Rescission of appropriations contained in appropriation Acts
(referred to in section 105 of title 1, United States Code).

"3. The amount of new spending authority described in settion 401
(c) (2) (A) and (B) of the Congressional Budget Act of 1974 pro-
vided in bi Is and resolutions referred to the committee under section
401(b) (2) of that Act (but subject to the provisions of section 401
(b) (3)of that Act).

4. w advance spending authority described in section 401(c)
(2) (C) of the Congressional Budget Act of 1974 provided in bills
and resolutions referred to the committee under section 401 (b) (2) of
that Act (but subject to the provisions of section 401(b) (3) of that
Act)."
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EXER('ISE OF RU'LEMKINO 1OWER8

Srvc. 904. (a) The provisions of this title (except section 905) and of 31 WC 1301
titles 1, I1, and IV aid the provisions of sections 606, 701, 703, and note.
1017are e enacted by the Congre&s-

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

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

(b) Any provision of title III or IV ma be waived or suspended Waiver.
in the Senate by a majority vote of the NMembers voting, a quorum Ant pD. 306,
being present, or by the unaNimous consent of the Senate. 3...

(c) Appeals ia the Senate from the decisions of the ('hair relatinlg Appeals.
to any provision of title III or IVor section 1017 shall. except as other.
wise provided therein, be limited to 1 hour, to be equnfly divided
between, and controlled by, the mover an(? the manager of the iesolu-
tion, concurrent resolution, reconciliation bill, or resemsion bill, as the
case may be.

S S a S
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Tax Expenditures by Function (Excerpt From Special Analysis G
of the Budget of the United States, pages G-13-G-18
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Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION
(in Millions of oiiars)

Fiscal yeafs

Descripim

1983
Copoalos

1984 i
1985

National defense:
Exclusion of benefits and allow-ances to Armed Forces personneli..l. ianc s o rm d or es pe so ne . ........... .................... ...................

Exclusion of military disability pen- I
sions .... ........... ................ . .

International affairs:
Exclusion of income earned abroad

by U nited States citizens ............. ...............................
Deferral of income of domestic in-

ternational sales corporations
(DISC) ................. 950

Deferral of income from controlled
foreign corporations:

Pre-1983 budget method .............. 560
1983 and 1984 budget method .... ........... ........

General science, space, and tech-
nology:

Expensing of research and develop-
ment expenditures ......................... 835

Credit for increasing research activ-
ities ........................ ,00

Suspension of the allocation of re-
search and experimentation ex-
penditures ..................................... 105

Energy:
Expensing of exploration and devel-

opment costs:
Oil and gas .......................
O other fuels ....................................

Excess of percentage over cost de-
pletion:
Oil and gas ..................
Other fuels ...................................

Capital gains treatment of royalties
on coal .................................

1,800
30

1983

1,785

130

1,285

IndividuaJs

1984

1,895

125

1,300

870 940 .........

615

1,170

645

55 ......

1985

2.030

125

1,405

6 8 0 .............. ................ .................
.. ......~~~~~~~~~.... ........... .... . . . . . . . . . . . . . . . . . . .

710 35 65 50

655 15 20 25

.......................... , ........ ....... ................

760 1,075 1,360
30'

490 330
255 280

35 ~ 40

1,0551 1,135

3 5 ................... .............. ..... I ...........

340 1 790 890 810
280 10 10 10

40 145 1 140 155

T'

4
2
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Table G-2 REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION-Continued
(In mitions of O 6iarsJ

hscai years

Descriplon

Exclusion of interest on State and
local industrial development
bonds for certain energy faciti-
ties........... ........

Residential energy credits:
Supply incentives .....................
Conservation incentives ...... .....

Alternative, conservation and new
technology credits:
Supply incentives ............
Conservation incentives.

Alternative fuel production credit... ....
Alcohol fuel credit .........................
Energy credit for intercity buses....

Natural resources and environ-
ment:

Expensing of exploration and devel-
opment costs, nonfuel minerals .....

Excess of percentage over cost de-
pletion, nonfuel minerals ..............

Exclusion of interest on State andI
local IDBs for pollution control
aid sewage and waste disposal
facilities .......................

Tax incentives for preservation of
historic structures ............... I

Capital gains treatment of iron ore ....
Capital gains treatment of curtain

timber income ..........
Investment credit and seven-year

amortization for reforestation ex-
penditures .............................

Agriculture:
Expensing of certain capital outlays.,
Capital gains treatment of certain

in co m e .......................... ...............
Commerce and housing credit:

Dividend exclusion ......................... ..

corpo~jifs

1983 1934 1985 1983

individuals

1984 1985

130 145 155 40 40 40

...... . .. .. 3 2 5
285

215
45
10

10

55

280

930

150
5
20

10

160

25

370
260

35 25
.. . . . . . .S.

470
305

25

10

6 0 6 5 ....... ... . ....... . ... ... .. ..

315 365 10 15 15

1,040 1,105 290 295 295

95 115
5 5

275 390

15 20

85 90

30

130 175 205
5 10 10

250
10

430 : 95 125 155

20 * * 5

95 475 495 510

35 35 585 550

465
Net interest exclusion ........................ . ......... ..
Exclusion of interest on small issue

industrial development bonds ........ 1,050 1,090 1,085 775
Exemption of credit union income ... 140 165 185
Excess bad debt reserves of finan-

cial institutions .... ........ 405 635 810 .............
Exclusion of interest on life insur-

a nce sa ving s ........ ... ....... ..... . ... . ....... .......... ... 4 ,3 3 5
Deductibility of interest on consum-

er .red it .. ............ ........ .......... .... 9,2 15
Deductibility of mortgage interest

on owner-occupied homes. .... ........ .... ........ 20,800
Deductibility of property tax on

owner-occupied homes ................. ....... ...... 8,010

575

460
920

455
S .. . ... .. . .. . .

895 360

0 ..... .... .

i 4,720 5,180

10,040 10,845

2,985 25,130

8,115 9,640

. . ... .. . . . .. .. . . ... .. . .. . .. .. .. p . .. . ... .. .. .. ...

2
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Table G -2 REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION-Continued
in mdilions of dollars)

Fscai years

Drmrr1 o CorDr los ndvpiduals

[xclusion of interest on State and
local housing bonds for owner-
occupied housing,

exclusionn of interest on State and
local debt for rental housing

Capital gains (other than agricul-
ture, ti ber, iron ore and coal)...

Deferral of capital gains on home
sa:es ................

Exclusion of capital gains on home
sales for persons age 55 and
over

Cryover basis of capital gains at
death.

Investment credit, other than
ESOP's, rehabititation of struc-
tures, energy property, and re-
forestation expenditures .....

Accelerated depreciation on rental
housing:

Pre-1983 budget method .......
1983 and 1984 budget method.

Accelerated depreciation of build-
ings other than rental hous-
ing:

Pre-1983 budget method.....
1983 and 1984 budget method ...

Accelerated depreciation of machin-
ery and equipment .

Pre-1983 budget method .............
1983 and 1984 budget method ......

Safe harbor leasing rules......
Amortization of start-up costs..
Exclusion of interest on certain sav-

ings certificates...........
Reinvestment of dividends in public

utility stock ..............
Reduced rates on the firs,;t

$100,000 of corporate income:
Pre-1983 budget method .. __,
1983 and 1984 budget method .

Transportation:
Deferral of tax on shipping compa-

r ... ... ...... .....
Exclusion of interest un State and

local bonds for mass commuting
v e h ic le s .... ......... ...... ................

Deduction for motor carrier operat-
ing tigh ts ......................................

Community and regional develop-
ment:

Five-year amortization for housing
rehabilitation ...........

1393 B84 1985 1983 1984 1985

1,090 1,255 1,160 270 335 320

430 545 660 280 355 420

1,110 2,075 2,130 15,335

1,325

14,660 15,120

1,100 1,800

. 600 /55 805

3,535 3,860 4,355

18,010 23,590 26,495

120 155 165

3,175 3,160 3,190

515 665 120

115 200 215 150

10,430 16,885 23,650

3,310 2,800 2,340
15 20 25

165' 185

490 1,510 2,335

105

.. .. .. ...... .
160 ' 230

1,225 320

365 415 450

4,500 5,645 5,905.........

30 40 40 .. .. ...... . . ......

50 80 100 10 15 25

10 /0 50 5 5 5

25 25 25 35' 35 35

30-864 0-84--8
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Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION-Continued
(in miWions ol dollars)

De,crpion

I83 1981

Investment credit for rehabilitation
of structures (olher than histor-
ic) .............. ........... 115

Exclusion of interest on lOBs for
airports, docks and sports and i
convention facilities ......... . ...... 335

Education, training, employment,
and social services:

Exclusion of scholarship and fellow.
sl;ip income:

Pre-1983 budget method ............ ............
1983 and 1984 budget method ........

Exclusion of interest on State and
local student loan bonds ........... 140

Exclusion of interest on State and
local debt for private nonprofit
educational facilities ........... 85

Parental personal exemption for
students age 19 or over .....................

Deductibility of chaitable contribu-
tions (education).... ...... 290

Employer educational assistance..., ....
Exclusion of employer provided

Indivduas

1985 1983 1984 985

200 185 160 165 160

370 400 105 105 100

560 565 570

210 295

...... ......... .. 1......
65 100 140

105 125 25 35 40

375 415

child care .... . ........ .... ............ .. ..........
Exclusion of employee meals and

lodging (other than military) . .......................
Exclusion of contributions to pre-

paid legal services plans ..........
Investment credit for ESOPs ............. 1,250. 315 1,85r
Credit for child and dependent care

e x p e n se s .............. ... ..... ...... ... ............... . ...... ..... ... .. .. ..... .......
General jobs credit ........................ 85 * ..... .
Targeted jobs credit ........................ 390 585 650
Deduction for two earner married

co up le s ..................... ...............
Deductibility of charitable contribu.

lions, other than education and
health ............................................ 360 465 5 10

Deductions for certain adoption ex-
p e n se s ....... ..... . .... . . . ...... . . ....... ................... . .... ..........

Health:
Exclusion of employer contributions

for medical insurance premiums
a nd m ed ica l ca re .......................... ................... ..........................

Deductibility of mMical expenses ...... ...... . ............ .....
Exclusion of interest on Slate and

local debt for private nonprofit
health facilities .... .......... 770 960 1,115

Deductibility of charitable contribu-
tions (health) . .............. 180 235 255

Tax credit for orphan drug research., 10 15 15
Social Security and Medicare:

Exclusion of social security benefits:
Disability insurance benefits ... ... ... .. ... .. ...........

1,025 980 1,020

680 705 810
40 20 .......

20r 40 70

680 725 795

40 40 45

1,520 1,695 1,905

65 110 80

3,120 6,200 6,635

9,275 9,635 11,055

101 10' 10

15,270
3,415

250

1,355

1,310

11,625
3,150

20,165
3,410

315 365

1,410 1,620

1,225 1,105
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Table G-2. REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY FUNCTION-Continued
(In milons of dollars)

Omcr plin - Coporns

1983 1984
OASI benefits for retired w orkers.. ................... I ........ ... ...... .......
Benefits for dependents and sur-

v iv o rs ....................................... ............ .. ... .........
Income security:

Exclusion of railroad retirement
system benefits ......................... ....

Exclusion of workmen's compensa-
tio n b e n e fits .................................. ............... ..... ........

Exclusion of public assistance bene-fit$: ,'

Pre-1983 budget method ......................
1983 and 1984 budget m ethod .... ................... ........ .................

Exclusion of special benefits for
d isa bled coa l m iners .. ........... ............. ................................

Exclusion of untaxed unemployment
insurance benefits.. .... . . . . .............................................

Exclusion of disability pay ................. ....... ............ ,
Net exclusion of pension contribu-

tions and earnings:
E m p loyer p lan s ......................... .... ................ .................... .......
Individual Retirement Accounts ..... ................
Keoghs..K e g s ................. . ... . ............ ...... . ............ ...... ........ ...... ... . . . ..

Exclusion of other employee bene-
fits:

Premiums on group term life
in sw a r a ......... .. . . . . . . . I . .............. I............. ................... ......

Premiums on accident and dis-
ability insurance ..........................................

Income of trusts to finance sup-
plementary unemployment
b e n e fits .................................... ................... ................... .........

Additional exemption for the blind ..... ............................
Additional exemption for elderly ......... .
Tax credit for the elderly...................TaD ed ilq f the seldery losss.......... .... 1........ .... ......... I.......... ................... ,Deductibility of casualty losses........ . .......

Earned income credit 2............... ....
Veterans benefits and services:

Exclusion of veterans disability
compensation .......... ...... ..............

Exclusion of veterans pensions. . .. . .
Exclusion of G I bill benefits ............... .. ................................
Exclusion of interest on State and

local debt for veterans housing ..... 180 185 210
General government:

Credits and deductions for political
co n trib u tio n s ................................. .................. .............

General purpose fiscal assistance:
Exclusion of interest on public pur-

pose State and local debt ............. 6,735 7,270 7 7,715
Dedutibihty of nonbusiness State!

and local taxes other than on
ow ner-occupied hom es ...... . ..... ..... . ... ............ ........

ears

Indrviduals

1993

14,035

3,775

780

1,885

515

160

2,960
120

1984

13,895

3,755

6!5

2,020

495

155

1985

12,975

3,765

450

2,215

510
............

155

2,305 1,800
7 5 .................

46,585 50,535
8,855 9,190
1,460 1,475

2,040 2,170

120 120

20 20
45 45

2,505 2,510
110 145
485 370
355 315

1,815 1,810
345 335
155 130

45 45

270 275

56,340
9,840
1,530

2,380

125

20
45

2,675
210
415
285

1,855
340
115

55

295

2,345 2,530 2,675

19,840 21,63418,010
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Table 6-2 REVENUE LOSS ESTIMATES FOR TAX EXPENDITURES BY ft.,,CTION-Continued
i millions of dollars)

Fiscaj years

Cot por tions

* 1983 1984 1985

Irdividuals

1983 1984 1985

Tax credit for corporations receiving
income from duing business in
United States possessiors........

Interest:
1,350 1,075 1,135 ........... ... .......

Deferral of interest on savings , I

bonds ...... .......... .. ............... 566 721 7I

*$2 5 million or less All estimates h,ve been rounded to the nearest $5 million
'In addition, fhe exemption from the exie tax fo( alcohol fuels results in a reduction, n excise tax reipt of $160 million in 1983, $210

nrlloen in 1984, and $190 million in 1985
" The frgLres In li table indcate the etfect of the earned income tax credit on receipts The effect or, outlays is 1983 $120 miiion 1984

$1.123 nriflt, 1985 $1044 million

0

Description


