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PREFACE

This 5 volume compilation contains historical documents pertaining to P.L. 101-508,
the Omnibus Budget Reconciliation Act of 1990. The book contains congressional
debates, a chronological compilation of documents pertinent to the legislative history
of the public law and listings of relevant reference materials.

Pertinent documents include:

o Committee reports
o Differing versions of key bills
o The Public Law
o Legislative history

The books re prepared by the Office of Legislation and Congressional Affairs and are
designed to serve as helpful resource tools for those charged with interpreting laws
administered by the Social Security Administration.
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HOW ThIS BUDGET IS DIFFERENT

The fiscal year, 1991 budget submitted to Congress by President Bush isdramatically different in form from budgets submitted by President Reaganand other Presidents since the enactment of the Budget Act in 1974. Thenew format was developed by the Office of Management and Budget withoutconsultation with Congress.

The most obvious change in the format of the budget is that thePresident has presented a single budget document to Congress instead of thesix documents presented by President Reagan in fiscal year 1990. Thecontents of the six documents havenot simply been combined into a singlevolume, however. Some information, particularly historical tables, includedin previous years has not been included in the new budget. The remaininginformation has been shuffled and presented in a new order and new formarranged by themes. A 47 page guide to the budget was provided with thebudget for the purpose of locating functional materials, economicinformation, and specific analyses and tables.

A more subtle change in the budget is that the descriptions of thePresident's spending proposals in the new Section One of the budget are notreadily linked to the budget amounts presented for each function in SectionTwo. In the past, Section 5 of the budget presented a concise account ofthe President's proposals in each function along with a summary of thebudget amounts for the, function. The fiscal year 1991 budget organizes aseries of policy statements by thematic categories unrelated to budgetfunctions and does not provide any explanation of the costs or savings fromproposed legislation included in tables of budget authority and outlays byfunction. This makes it difficult to determine quickly the specific budgeteffects of the policies proposed in the budget.

Since the Budget Act requires the budget resolution to specifyfunctional totals for spending and credit authority, this Summary andAnalysis of the President's Budget has been arranged, as usual, byfunctional category.

(I)





I. OVERVIEW AND MAJOR ISSUES

RECEIPTS, OUTLAYS, DEFICIT/SURPLUS UNDER THE PRESIDENT'S PROPOSED POLICY*
(in billions of dollars)

1990 1991 1992 1993 1994 1995

The President's Consolidated Budget

Receipts 1073.5 1170.2 1246.4 1327.6 1408.6 1486.3Outlays 1197.2 1233.3 1271.4 1321.8 1398.0 1476.9Surplus/Deficit -123.8 -63.1 -25.1 +5.7 +10.7 +9.4

Ad.iustments

Postal Service
Net Outlays -2.4 -1.7 -0.7 -0.1 -0.1 -0.4

Social Security
Integrity and Debt
Reduction Fund Outlays. o 0 -14.1 -53.6 -101.8

The President's Budget (Current Conceit)

Receipts 1073.5 1170.2 1246.4 1327.6 1408.6 1486.3Outlays 1194.8 1231.6 1270.7 1307.6 1344.5 1375.5Surplus/Deficit -121.4 -61.4 -24.4 +20.0 +64.2 +110.8

*The administration's 'consolidated' budget includes outlays to the Social Security
Integrity and Debt Reduction Fund and net outlays of the Postal Service. The
administration's budget on current budget concepts excludes these items.

A. Major Themes in the Budget

The budget message of the President to Congress that introduces the fiscal
year 1991 budget describes five broad themes of the budget:

• Investing in Our Future" -- Proposals listed in this category include the
capital gains tax cut and incentives for family savings, which are intended
to increase the level of private investment in the economy, as well as
increases in spending for research and development, space exploration, and
certain education programs such as Head Start, which are intended to
increase human capital. The President also includes increased spending
for the war on drugs and continued high levels of defense spending in thiscategory.

• "Advancing States as Laboratories -- The President's budget lists a
number of state and local programs which are described as innovative
approaches to the provision of government services. The, budget states
that some of these programs have been aided by Federal grants and some
have been made possible by Federal statutory or administrative waivers.

(3)
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• "Reforming Mandatory Programs" -- The President points out that nearly
half of Federal spending is for entitlements and other mandatory spending,
in addition to the 14 percent of the budget that goes to interest payments
on the national debt. The Presidents budget proposes mandatory program
reforms that would save $13.9 billion in fiscal year 1991, with the largest
cuts proposed for Medicare ($5.5 billion, not including $1.7 billion in
increased revenues from requiring coverage of all state and local
government employees by the Medicare tax), farm programs ($1.8 billion),
and Federal employee health and retirement benefits ($4.5 billion).

• "Acknowledging Inherited Claims" -- The Presidents budget discusses the
demands on current and future resources resulting from environmental
damage at nuclear weapons facilities, unfunded annuities, and Federal
insurance programs.

• "Managing for Integrity and Efficiency" -- The President's budget proposes
budget process and program management reforms. The budget also proposes
reduced funding for discretionary programs that are described as "low-
return" programs, including mass transit, Amtrak, sewage treatment plant
construction, new subsidized housing construction, and community services
block grants.

In addition, in anew section in the drastically revised budget document,
the Director of the Office of Management and Budget, Richard G. Darman, provides
a "Director's Introduction to the New Budget" which stresses the following major
themes:

• "Global Historical Perspective" -- The Director argues that the great
historical shift apparently taking place in Europe has been almost
trivialized in the discussion of the "peace dividend." Rather, he
suggests, these events place new emphasis on the importance of U.S.
economic growth; budget policy should, instead, address the issue of how
to achieve a "growth dividend."

"Deficit-Estimating Perspective" -- The Director discusses different
concepts of the budget deficit, some of which are new to this budget.
Deficits calculated under these concepts include the Gramm-Rudman-Hollings
(GRH) Baseline Deficit, the Adjusted GRH Baseline Deficit, the President's
Policy Deficit (including and excluding "speed-ups"), the On-Budget Policy
Deficit, and the ConsolidatedBudget Deficit. (None of these concepts,
however, is the current budget deficit concept most recently used by the
Congress and the President. The administration's budget deficits on
several concepts are projected in Section III. B.) In this context, the
Director also discusses the current treatment of Social Security, whose
surpluses have masked the true size of the underlying non-Social Security
operating deficit, and introduces the administration's proposed "Social
Security Integrity and Debt Reduction Fund" to deal with this problem.

"CaDital Budgeting Perspective" -- The Director notes that the curren,t
"cash" budget concept is useful if it involves a consodated accounting
that shows the total governmental cash position. However, to get a better
sense of future iabflities and the extent to which current income and
borrowing finance investment for the future, some form of capital budget
concept is required. (The budget presents alternate approaches to capita
budgeting in a more detailed section.) The Director also notes that, by



5

several different measures, the deficit seems to have stabflized and "the
pattern of continuous erosion that characterized the early- and mid-1980s
seems to have been broken." However, this development is contingent upon
continued economic growth, and stabilization should not lead to complacency
in light of future hidden liab'iUtes.

• "A Perspective That Gves Greater Weight to Future Liabilities" -- The
Director argues that some major future liabflities of the Federal
government are hidden under current budget practices and, "like a hidden
PACMAN [are] waiting to spring forward and consume another line of resource
dots in the budget maze." He discusses briefly the future liabilities
related to the rising costs of health care, the rising budgetary claims of
mandatory programs, unfunded liabilities of retirement programs (including,
under some assumptions, Social Security), obligations for environmental
clean-up at Federal facihties, contingent risks of Federal credit programs
and government-sponsored enterprises (GSE5), and the contingent risks of
Federal insurance programs. He estimates that the "amortized" annual
amount of the projected "underfunding" may be on the order of one-half to
one percent of GNP, assuming the problem is managed on an orderly basis.
Dealing with this would require reforms in mandatory, credit and insurance
programs, reduced spending on other programs, increased government
managerial efficiency, and growth-oriented economic and budget policies.

• "A Perspective That Attends to Investment in the Future" -- The Director
briefly discusses administration proposals for "investing in the future."
These include deficit reduction to raise public saving; incentives for
private savings and long-term investment (capital gains tax cut, IRA
modifications, and Famfly Savings Accounts); funds for space exploration
and research and development; pubflc investments in education and human
capital; expenditures for drug control; the Enterprise Zones proposal and
project HOPE (Home Ownership and Opportunity for People Everywhere);
environmental protection; programs to "foster and preserve the American
Heritage;" national security; and management oversight.

• "A Congressional Perspective" -- The Director criticizes Congress's
budgetary use of the current services baseline (the projections which
display the real cost of programs after adjustment for inflation). He
reintroduces a budget projection developed by 0MB in 1989, the "Current
Congressional Path,' to underline the importance of legislation for the
budget and laments the "games now 'in play"-- what he calls the Spend-the -
Peace Dividend-Game, the Cut-Social-Security-Game, and the Beat-the-Budget-
Game, He observes, finally, that "sooner or 'ater, the American political
system will rise to the responsibility to be serious: to complete the job
of fiscal policy correction."
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B. The President's Deficit Reduction Plan

The following analysis of the President's proposals, arranged by major
spending and revenue categories, follows the current budget concepts used by
Congress and, before this year, by the administration. However, an
adjustment is made to reconcile this presentation with the administration's
"consolidated deficit", which includes the Postal Service (an off-budget
Federal agency) and the "costs" of the administration's proposed Social
Security Integrity and Debt Reduction Fund., (For a description of the
latter, see section I. D.)

The President reduces the 1991 deficit sharply, to $61.4 billion, below
the Gramm-Rudman-Hollings (GRH) target of $64 billion. His plan calls for
$39.1 billion in deficit reduction as compared with the "adjusted GRH
baseline" deficit of $100.5 billion. (See Section VI. A. fora discussion
of the GRH baseline.) Over the five-year period FY 1991 - FY 1995, he
proposes more than $320 billion in deficit reduction.

The President's Deficit •Reduction Plan
(In billions. Deficit increase shown by "-")

FY 1991 5-Year
GRH BASELINE DEFICIT(-) or SURPLUS(+) -100.5 -212.3

• Defense 3.2 87.5
• Non-defense discretionary -1.0 2.1
• Entitlements and other mandatories 13.9 119.1

Medicare (5.5)
Civil service/military ret'ment. (3.0)
Agriculture (1.8)
Federal employees' health (1.6)
Power marketing administrations. (1.0)
All other (1.0)

• Governmental receipts (-revenues) 13.9 .41.7
Capital gains (4.9)
IRS management, etc (3.0)
Tax accelerations (1.0)
Other receipts (5.0)

• User fees, offsetting collect-ions 5.6 23.0
Auction broadcast spectrum (2.3)
Lease naval petroleum reserve... (1.0)
Other fees (2.3)

• Other offsetting receipts 0.6 2.8
• Asset sales & loan prepayments 1.6 7.3
• Net Interest 1.3 37.9

TOTAL DEFICIT REDUCTION 39.1 321.5

BUDGET DEFICIT(-) or SURPLUS(+) -61.4 +109.2

Adjustment to include Postal Service Fund +1.7 +2.1
Social Security "Debt Reduction Fund" 0.0 -169.5

ADMINISTRATION'S CONSOLIDATED DEFICIT -63.1 -62.4
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Defense funding is increased by $5.3 billion, or 1.8%, over the 1990
level, while outlays grow by $7.0 billion. This constitutes a budget
authority cut of $9.3 billion from the 0MB GRH baseline and an outlay
reduction of $3.2 billion. By 1995 nominal defense funding would be about 8
percent higher than the 1990 level but almost 11 percent below the
baseline. As a result, outlays would total $87.5 billion less than the
baseline over the five-year period FY 1991 - FY 1995.

Non-defense discretionary programs show a net budget authority
increase of $0.8 billion and a net outlay increase of $1.0 billion as
compared to OMB's GRH baseline. Over five years, total spending tracks
OMB's baseline very closely. However, many sizable long-term increases and
decreases are built into the net total.

Increases include: the U.N., Dept. of Energy cleanup costs, NASA, NSF,
the Superconducting Supercollider, the "America the Beautiful" initiative,
Superfund, av,iation programs, the Coast Guard, homeless programs,
Presidential merit schools and magnet schools, Head Start, Veterans'
hospital construction, drug abuse programs (especially law enforcement), and
the IRS.

Decreases include: Ex-Im Bank loans, REA and FmHA loans, fossil energy
R&D, state energy conservation grants and low-income weatherization, Park
Service construction, EPA sewer construction grants, Amtrak, mass transit,
highways, CDBGs and other community development programs (e.g. ARC, EDA,
Community development loans, rural water and waste disposal), library
grants, Impact Aid part B, Perkins/NDSL student loans, health professions
eduction and training, the Community Services Block Grant, housing for the
elderly and handicapped, Employment Services, low-income home energy
assistance, Public and Indian housing construction, assistance to states
under the immigration reform law, and juvenile justice grants.

Entitlements and other mandatory programs are reduced (net) by $13.9billion. This includes major cuts in Medicare, Civil Service and Military
Retirement, CCC and Crop Insurance programs, Federal Employee health
benefits, Power Marketing programs, and many other programs. Smaller
increases are proposed for Foster Care and Adoption Assistance and for the
refundable portion of a new Child Care tax credit. The net savings would
grow rapidly each year, significantly more rapidly than the general growth
of mandatory programs, and would total almost $120 billion over the five-
year period FY 1991 - FY 1995.

Governmental ReceiDts (i.e. revenues) are increased by $13.9 billion
above the baseline in 1991. This total includes a $4.9 billion increase
assumed to come from tax cuts for capital gains. The total also includes
increases of $3.0 billion to come primarily from "Internal Revenue Service
management reforms" and, secondarily, from an increase in the IRS budget.
Major components of the remaining $5.1 billion net increase are a $3.8billion increase from extending Medicare and Social Security payroll taxes
to employees of state and local government that are not now covered, a $1.6billion increase from extension and speedup of the current 3 percent excise
tax on telephone service, and a speedup of the payroll tax. Major revenue-
losing proposals include extension of expiring tax benefits (tax credits for
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research and experimentation, low-income housing, and health insurance
deductions for the self-employed), a "family savings't incentive, tax
incentives for oil and gas, tax incentives for "enterprise" zones, and a new
Child Care tax credit.

The revenue increase of $13.9 billion inFY 1991 shrinks to an average of $7
billion per year in FY 1992 - 1995 for three reasons: the capital gains
proposal increases revenues primarily In the first few year; some effects of
the IRS reforms are temporary; and the payroll and telephone tax speed-ups
are essentially timing shifts with virtually no long-term effect. (See
section IV. B.)

User fees and other offsetting collections are increased by $5.6
billion above the baseline, slightly more than the $5.5 billion recommended
last year. Most of the proposals were included in last year's budget and
were rejected by Congress. The two largest single proposals, to auction off
radio broadcast rights and to lease the Naval Petroleum Reserve, produce
only short-term savings. (See section VI. D.)

Other offsetting receirts show the effects in Function 950 of changes
in accrual payments from Federal agencies to the Federal retirement and
health funds. The major proposed change would increase Postal Service
payments on behalf. of its annuitants. This is accounted as a receipt by on-
budget agencies, but the ultimate deficit reduction would be accomplished
through an increase in the price of stamps.

Asset sales and loan prepayments are proposed for each of the next five
years, with net proceeds reflecting almost $0.2 billion per year in lost
revenue starting in FY 1992. (See section VI. E.)



13

D. National Saving, the Social Security Surplus, and
the 'Social Security Integrity and Debt Reduction Fund'

A great deal of concern has been raised recently about the use, or what
many call misuse, of the taxes for Social Security, and the surpluses in the
Social Security trust funds (Old Age, Survivors and Disability Insurance --
OASDI). These surpluses result from payroll taxes that are higher than
immediately needed to cover the cost of current Social Security benefits. The
surpluses result from the Social Security Amendments of 1977 and 1983 that were
intended to build up reserves in advance of the rise in benefit costs that will
occur when the baby boom generations retire.

The issues related to the Social Security surplus are:

• masking the non-Social Security deficit,
• the regressive shift in taxation,
• providing for the future and intergenerational equity,
• the administration's new proposal.

Social Security Surpluses Mask a Very Large Non-Social-Security Deficit

Currently, the Social Security surpluses offset a deficit in the rest of
the budget and mask the size of the non-Social Security deficit, as shown by the
following Congressional Budget Offlce baseUne projections of JanUary 1990.

Table 1

CBO Budget Baseline Projections
(Hscal years, billions of dollars)

1990 1991 1992 1993 1994 1995

Total Federal budget deficit -138 -138 -135 -141 -130 -118

Social Security surplus j/ 66 74 85 98 112 128

Non-Social Security deficit -204 -212 -221 -239 -242 -246

Non-Social Security
deficit as a percentage
of GNP 3.7 3.7 3.6 3.6 3.5 3.4

jJ The Social Security surplus includes interest receipts from the general
Fund, an intra-budgetary transaction. Beginning in 1990, the amounts are $16
billion, $22 billion, $27 billion, $34 billion, $42 billion and $50 billion.
These amounts correspondingly enlarge the non-Social Security deficit.

The Regressive Shift in Taxation

While payroll taxes have been raised to pay for Social Security and
Medicare, non-Social Security taxes, principally the income taxes, have been
cut relative to Gross National Product since 1981.
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This move away from income taxes and toward payroll taxes has shifted
Federal government taxes toward those with the least ability to pay. Since the
payroll tax applies only to wages up to a ceiling ($51,300 in 1990), it fails
to tax the wages and salaries of higher-income Americans to the same extent as
that of lower-middle income Americans. Furthermore, it lacks a personal
exemption, does not tax income from capital which is concentrated in the hands
of high-income people and does not have graduated tax rates. In contrast, the
individual income tax takes a higher proportionof high than low incomes.
Reducing the income tax and increasing the payroll tax makes the overall tax
system less progressive.

The Congressional Budget Office estimates that between 1980 and 1990, the
effective rate of Federal taxation on the bottom twenty percent of the income
distribution will go up by 16 percent, while the effective tax rate on the top
ten percent of the income distribution will go down by 7 percent. This
regressive shift in taxation is analyzed in more detail in section IV. C.,
"Analysis of Tax Policy," in this report.

Many argue that the payroll tax is acceptable If it is dedicated to paying
for present and future Social Security benefits. However, the Social Security
surpluses created with the payroll tax are now being used to offset a deficit
in the rest of the budget, rather being saved to prepare the nation to pay
future Social Security benefits. Critics charge that this an inappropriate use
of the tax that is supposed to be dedicated to Social Security.

For this reason, some, including Senator Moynihan, have suggested that
either the Social Security surplus be used for its intended purpose -- a net
addition to national saving -- or, failing that, that Social Security be put
back on a pay-as-you-go basis by cutting payroll taxes.

Providing for the Future: The Problem

Many believe the current situation is contrary to the intent of the 1977
and 1983 Social Security Amendments, because these surpluses are not being used
to prepare the nation to furnish future retirement benefits to the baby-boom
generations.

Preparing the nation to support future retirees is a problem because there
will be about 40 percent fewer workers per retiree in the year 2025 than now.
In the next forty-five years, the burden of Social Security benefits (not
including Medicare) will rise about 50 percent (from about 4.5 percent of GNP
in 1990 to about 6.8 percent of GNP in 2035). The benefits that have been
promised will be difficult to pay if the nation is not prepared for this added
burden.

A purely pay-as-you-go Social Security system, the historical norm, would
put a higher tax burden, as a percent of their incomes, on future workers than
is being placed on current workers. Many regard this outcome as inequitable
between generations.

It is not just the nation's promises of retirement benefits to the baby-
boomers that creates the need to prepare more adequately for the future. There
is also the added combination of current total budget deficits and a very low
private saving rate. Large total budget deficits in the 1980s have diverted
private saving away from investment and caused the U.S. to go into debt
internationally. Part of any gain from investment in the U.S. is now mortgaged
to outside creditors.

The current net national saving rate is only one-third of our average
saving rate between 1950 and 1980. There is an acute need to reduce government
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deficits and run surpluses so as to reverse this decline, increase investment,
reduce international indebtedness and promote growth in productivity. Thebenefits of deficit reduction are analyzed in more detail in Section III. A.,
"Deficits and the Economy," in this report.

Saving the Social Security Surplus and Preparing to Pay Future Benefits

We cannot literally hoard and "set aside" food, clothing, shelter and
medical care in a vault for the baby-boomers' use when they retire. These
goods and services will have to be produced by future workers and transferredto future retirees at that time. Furthermore, no accounting or policy changes
can significantly change the underlying demographic facts.

Therefore, the fundamental issue is whether we will take action now to
expand the size of the future economic pie. By expanding the pie, the standardof living of future workers can be protected even though they will have to
share a higher proportion of the pie with retirees than do today's workers.

The most directly effective way to expand resources for the future is to
eliminate the budget deficit and to create a total budget surplus, or
equivalently to preservç the Social Security surpluses and balance the non-Social Security budget.' This policy also accomplishes the transfer of some ofthe burden of future benefits from future workers to present workers.

A total budget surplus produces net retirement of debt held by the public.This would convert the nation's fiscal policy from one that absorbed and
extinguished scarce private saving into one that supplemented it. The resulting
new investment would make future workers more productive and would raise the
income of future workers who will have to support today's workers in theirretirement. The nation would be better prepared to support the baby-boom
generations in their retirement, and the baby-boomers would be more likely to
receive the benefits they have been promised. A Social Security surplus cannotby itself produce capital formation and higher future incomes, because it canbe, and is, being offset by a deficit in the rest of the budget.

Running a total budget surplus would also transfer some future Social
Security financing burdens from future workers to today's workers. Sufficientspending cuts or tax increases to bring about a budget surplus would reduce the
consumption of today's workers, while increasing the income of future workers.
A payroll-tax-financed Social Security surplus does not by itself accomplish
this intergenerational transfer. There is no reduction in the consumption of
present workers when the added payroll tax used to create a Social Security
surplus is offset by lower general taxes or higher government programs elsewherein the budget.

What Happens When the Baby Boom Generations Retire

As explained above, since we cannot literally hoard and "set aside" food,
clothing, shelter and medical care for the baby-boomers' retirement, these goods
and services will be produced by future American workers (except to the extent
they can be borrowed from abroad) and transferred to retirees. Even if the

1 The nation's future ability to produce could also be increased by
shifting government spending away from consumption (for example, current Social
Security and Medicare benefits) and toward public investment (for example,
technological research, infrastructure, and education and health benefits forchildren). However, there is intense controversy over which programs are truly
investment-oriented and which are successful in raising productivity.
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Social Security surplus is "saved," this is the mechanism by which Social
Security benefit promises should be fUlfilled, and will probably have to be
fulfilled.

Most likely, the transfer of resources from future workers to retirees
would be effected by higher general taxes. The Social Security system will
redeem its Tr'asury securities, and in order to provide the cash, general taxes
will have to be raised. Cuts in non-Social Security spending could also play a
role.

The alternative is to attempt to pay for benefits by draining away private
savings and investment into higher national consumption. This could be
attempted either through government borrowing or, if, hypothetically, Social
Security had made private investments, by cashing in those investments. In

either case, a capital shortage would result, reducing national, investment
either directly or by enlarging our debt to foreigners.

The ethics of attempting to pass the cost on to yet another future
generation is questionable. This aside, real interest rates would rise, the
international value of the dollar would rise, the trade balance would worsen,
and U.S. national debt to foreigners would rise just as in recent U.S. fiscal
history. The cost of future Social Security benefits does not exceed its
dedicated taxes for only a few years, but rather from the year 2018 to as far
forward as the actuaries forecast, 2063, and beyond. An attempt to pay for the
baby-boomers benefits with borrowing could well founder on the unwillingness of
foreign countries to lend massively to the U.S. Such unwillingness could
create sufficient economic stress in the form of high interest rates to cause
the government to run the monetary printing press, thereby "taxing" people
though the effects of rapid inflation.

Changes in Accounting or Social Security Investment Policy

In order to "save' each year's Social Security surplus for the future,
there must be and equal amount of annual jjj. retirement of debt held by the
public. For this to happen, the non-Social Security budget has to be in
balance. Otherwise, funds that might be provided by Social Security to the
private sector, or state and local governments as some have suggested, are
offset by general fund borrowing. The same proposition is true for any special
fund dedicated to retiring the public debt, or to any other earmarking for
Social Security surpluses. These arrangements cannot be effective unless
backed up by a total budget surplus.

Government or Social Security accounting can be chang'ed to make it aear
as though the Social Security surpluses are being "saved" or "invested" in
"real' things, but as long as the Treasury has to borrow the funds that are
used in this manner, there is no increase in national saving or investment.

'For example, if Social Security were to invest funds in private securities
without any reduction in the non-Social Security deficit, the Treasury would
have to borrow more funds from the private sector. The two operations cancel
in terms of the net availability of saving for investment.

The Administration's New "Social Security Integrity and Debt Reduction" ProDosal

The administration proposes a new "Social Security Interity and Debt
Reduction Fund." Funds would be mandatorily transferred each year from the
general fund to this new fund. The Fund would spend its income on retirement
of Treasury debt held by the public until all of this debt is retired. The

administration estimates that, under its plan, retirement of the debt held by
the public would be completed between the years 2005 and 2010.
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From 1993 though 1995, the amounts to go into the Fund are percentages of
projected Social Security surpluses: 15 percent for fiscal year 1993, 50 percent
in 1994, and 85 percent for 1995. From 1996 forward, the amount is equal to
the entire projected Social Security surplus.

Operating the Fund, however, is not by itself sufficient to ensure that
the Social Security surpluses actually contribute to reduction of public debt.
As explained above, in the absence of a surplus in the total budget, the
Treasury would have to finance payments into the Fund by selling securities.
The combination of this borrowing and purchase of securities by the Fund would
be a shell game. The Fund would appear to be retiring debt, but the government
as a whole would not.

In order to actually bring, about the net retirement of debt held by the
public, the administration's proposal has two other features.

The administration would permanently extend the Gramm-Rudman law, which
requires a balanced budget in 1993 and whichprovides for the automatic
reduction of spending (i.e., sequestration) if the necessary deficit-reduction
legislation were not forthcoming. Social Security would be kept in the budget
as is now the case for purposes of Gramm-Rudman.

The administration proposal also requires that the traditional measure of
spending outlays be increased by the amounts transferred to the new Fund.
Thus, the extended Gramm-Rudman law would be applied to a budget "deficit" that
includes the projected Social Security surplus as 'spending. Requiring balance
in this measure of the budget is effectively the same as requiring a real
surDlus approximately equal to the Social Security surplus.

The operation of the "Social Security Integrity and Debt Reduction Fund"
is symbolic, since retirement of debt held by the public is not really spending;
it is the consequence of having an excess of revenues over spending, a budget
surplus. The correct measure of how the budget affects the general economy and
national saving, for example, does not count retirement of debt as spending.
Scoring debt retirement as though it were spending simply masks a surplus in
the total budget.

Masking the surplus allows Social Security to kept within the budget, as
the administration wants, without having the. budget show an official surplus.
The reason for keeping Social Security in the budget is to discourage attempts
to remove other funds from the budget and to discourage the government from
dissipating the Social Security surplus by increasing Social Security benefits
or cutting the payroll tax.

Under the administration's proposals, the projections of the Social
Security surplus are not updated during the same budget cycle in which benefits
might be raised or payroll taxes cut. As a result, the amount scored as
spending for debt retirement would immediately be reduced when benefits are
raised or taxes cut. Spending in the consolidated budget would go up or
revenues go down, pushing the budget out of compliance with the Gramm-Rudman
balance requirement.

However, there is no absolute guarantee of protection for the Social
Security surpluses. The government might time an increase in benefits or cut
in payroll taxes to coincide with a once-every-five-year updating of the surplus
projection. In this case, the prospective deficit in the "official" budget
would be offset by a reduction in the amount that would have to be put in the
new fund and scored as spending. Alternatively, the government could hange
the scorekeeping.
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Section III. B., "Administration Projections and Deficit ReductionProposals," of this report shows how the administration budget is able to showa future path that appears to comply with the new Gramm-Rudman proposals.Economic assumptions play the key role.
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E. Budget Policies, the Distribution of Income, and Poverty

During the 1980s, the distribution of before-tax income becamemore unequal;
Federal tax policies exacerbated the increasing inequality of income, as tax
rates were reduced for the upper 20 percent of the population and rose for the
other 80 percent, with the most rapid rise for the lowest-income taxpayers; and
the poverty rate was not reduced despite a large rise in employment and a
generally healthier economy at the end of the decade than at its beginning. In
this section, these three developments will be discussed in turn, concluding
with a discussion of the characteristics of the poverty population in 1988.

The Distribution of Income Before Tax

Between 1980 and 1988, gains in real before-tax income have been sharply
skewed toward the upper end of the income distribution. The poorest 20 percent
of families had an average real income gain of just 1 percent over those eight
years, despite the fact that the economy in 1988 had lower unemployment and
inflation than in 1980, while the top 5 percent of families had average real
income gains of 26 percent. These trends are shown in the following chart.

Figure 1

Census data show that the income gap between rich and poor families was
wider in 1988 than in any year since the Census Bureau began collecting this
data in 1947. The wealthiest fifth of all families received 44 percent of
national family income, a postwar record. The poorest fifth received 4.6
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percent of national family income, the lowest proportion recorded since 1954.
It is true that income inequality has been increasing ever since 1968, but the
increase accelerated sharply during the 1980s. Some of this increase in
inequality results from social trends such as the rise in female-headed
households and the rise in work by wives at the higher end of the income scale.
But the acceleration during the 1980s reflects recent Federal government
policies as well. The failure to increase the minimum wage 'during the 1980s is
one source. The large deficits and ballooning debt of the 1980s also
contri buted.

• The overvalued dollar caused by deficits and high interest rates
affected manufacturing competitiveness, employment, and wages. ]j
job growth since 1980 has been in "service-producing industries,"
mainly services and trade, which generally have low-pay jobs. (Claims
are sometimes made that recent job growth has been in high-paying
occupations, but the occupational definitions are so broad that this
claim is meaningless.)

• Growing debt and high interest rates meant higher incomes for
bondholders, few of whom are in the lower income categories.

The Changing Distributionof Taxes

Reduced rates in the progressive income tax and increased rates for the
regressive Social Security taxes combined during the 1980s to make the Federal
tax burden lighter on the rich and heavier throughout the rest of the income
distribution, particularly for the lowest fifth of taxpayers. In the following
table, Congressional Budget Office calculations of the effective overall Federal
tax rate by income group are shown.

Table 2

Effective Overall Federal Tax Rates

Income Quintile 1980 1990 Percent Change

Top 10 percent 28.4 26.4 -7.0

Top 20 percent 27.3 25.8 -5.5
Fourth 20 percent 23.0 22.5 -2.2
Middle 20 percent 20.0 20.3 +1.5

Second 20 percent 15.7 16.7 +6.4

Bottom 20 percent 8:4 9.7 +15.5

Thus, the effective Federal tax burden has shifted toward those with less
ability to pay, and has exacerbated the adverse shift in before-tax income.
The same CBO projections of income and tax rates indicate that from 1980 to
1990, real after-tax income of the lowest-income taxpayers will have declined 5
percent, while the real after-tax income of the richest tenth of families rose
41 percent. These data are shown in Figure 2.
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The official poverty rate -- the number of persons with incomes below the
official poverty level for their size family, as a percent of the total
population -- was 13.1 percent in 1988, no lower than in the recession year
1980 when the rate was 13.0 percent. This happened in spite of increases in
aggregate real income, declines in the unemployment rate, and increases in
employment between the two years; but it is not surprising in light of the
increasing inequality in the distribution of income that has already been
described.

A number of criticisms and recalculations of the official poverty rate
have been made. For example, it has been pointed out that rise in the poverty
line due to inflation was overstated in the late 1970s and early 1980s because
of a biased treatment of homeownership in the Consumer Price Index. Last year
the Census Bureau calculated an alternative poverty series using a price measure
without such bias. This experimental alternative indicates poverty rates of
11.5 percent in 1980 and 11.6 percent in 1988 and therefore does not change the
conclusion that the poverty rate was unchanged over the 1980s.

Another corwnon criticism is that the poverty rate is based on cash income
only and does not take into account noncash benefits -- private health insurance
and government noncash transfers such as food stamps, public housing, Medicare,
and Medicaid. The Census Bureau has also calculated experimental measures of
poverty for 1988 and 1987 that include these noncash benefits. Under this
definition, the poverty rate was 10.5 percent in 1988, not significantly lower
than in 1987 when it was 10.7 percent. Comparable rates are not available for
previous years. However, earlier, related Census Bureau studies showed
increases of 0.4 to 1.0 percentage point in poverty rates including noncash
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benefits from 1980 to 1987, strongly suggesting that there would be no
improvement in such a poverty rate between 1980 and 1988.

Whatever statistical criticisms are made of the official poverty
thresholds, it is clear that they do not provide a generous standard of living.
In 1988, when the median income of four-person families was $39,051, the poverty
threshold for such a family was an income of just $12,092. This makes it
difficult to argue that current poverty rates overstate the problem of deficient
income.

The 1988 poverty estimates give useful information about the structure of
poverty in an economy at high employment. When the civilian unemployment rate
is 5.5 percent, as it was in 1988, there is little "cyclical" unemployment, and
most poverty will therefore reflect low earnings and government payments that
are low relative to family size, rather than temporarily low income due to
recession.

Table3

Poverty in 1988

In Poverty
Number, Rate (percent of

in population having
Characteristic millions characteristic)

All persons 31.9 13.1

By age:
Under 18 12.6 19.7
18-64 15.8 10.5
65 to 74 1.8 10.0
75 and older 1.7 15.2

By family status:
In married couple families 11.1 6.6
Female households, no husband 12.7 38.1
Not in families 7.1 20.6

Living alone, 65 and older 2.1 23.6

All families 6.8 10.4
Householders age 15-64, total 6.2 11.3
By work experience:

Worked full year, full time 1.1 2.9
Worked full time, part year 1.2 18.2
Worked part time 1.0 26.5
Did not work 2.9 44.1

These tabulations show that the highest poverty rate by age is among
children -- 20 percent. The "young old' (ages 65 to 74) have poverty rates
slightly lower than working-age adults, but the 'old old" (75 and older) have
higher rates.

Poverty rates are far lower among married-couple families than among those
living alone, and over one-third of persons living in female-householder
families are living below the poverty line.

Finally, poverty among households where the householder is of working age
is mainly associated with not working, working less than full time or working
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less than a full year. There were 1.1 million families where the householder
worked full-time and full-year and the family was still poor. This represented
one-sixth of all poor families, although the poverty rate for such families was
only 2.9 percent.

Federal government spending policies have had different effects on
different low-income demographic groups. Congressional Budget Office Director
Robert Reischauer has testified before the Ways and Means Committee that AFDC
benefits fell roughly 25 percent in real terms between 1975 and 1987. The
Census Bureau has estimated that cash benefits lifted from poverty in 1979 18.9
percent of families with children who otherwise would have been poor, but by
1987, the number was 10.5 percent. On the other hand, according to Reischauer's
testimony, SSI benefits for the elderly rose in real terms because they were
'indexed to a CPI that overstated inflation.





III. FISCAL POLICY

The basic fiscal policy problem facing the United States in 1990 remains
what it has been throughout the 1980s: ending the drain on national saving
represented by the Federal deficit. Once that drain has been ended by the
achievement of a balanced total budget -- an achievement scheduled for Fiscal
Year 1993 in the Balanced Budget and Emergency Deficit Control Reaffirmation
Act of 1987 (Gramm-Rudman-Hollings, or GRH) -- many have recommended that the
U.S. fiscal policy goal should be a budget surplus equal to the projectedbuildup in the Social Security trust fund, which would translate into balancein the non-Social-Security budget. Such an achievement would mean that the
Federal government as a whole would be adding to national saving, rather thansubtracting from it as at present. This addition to national saving would meanmore investment and a more productive economy in the 21st century when the
resources will be needed to support the baby boom generation in its retirement.

The President's budget projections are consistent with this goal. However,they achieve the goal as much by optimistic economic and technical assumptionsas by hard policy proposals. The projections of the Congressional BudgetOffice suggest that the President's actual policy proposals will not in factachieve the balance in 1993 in the total budget, and the implied balance in1996 in the non-Social Security budget, that they project.

Part A of this section discusses the effects of deficits on the economy.Part B presents the President's projections and the effects of his policyproposals on his projected deficit. Part C discusses the projections of the
Congressional Budget Office and Part D uses the CBO projections to analyze theactual fiscal restraint in the President's budget.

A. Deficits and the Economy

Despite a current slowdown, generally expected to be temporary, the U.S.
economy has been and is expected to be operating near its effective capacity,
where "capacity" is defined as the highest level of capital utilization and the
lowest level of unemployment consistent with a stable rate of inflation. Theproblem of utilizing unused resources has been relatively small over the lastyear. The bigger problem has been increasing the productivity of the resourceswe employ: providing more (and more efficient) plant and equipment and better
education and training to the American work force. This is required for higherstandards of living in the 1990s, and will be a necessity for supporting thebaby boom generation in its retirement in the 21st Century, no matter what
means of financing Social Security is chosen. Because improvement in investmentand productivity is gradual and incremental in its results, we need to startthese improvements now.

(35)
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B. Administration Projections and Deficit Reduction Proposals

The administration's current services budget (Table 2, Section a) is OMB's

projection of what the deficit would be under current policy. If there were to
be no changes in current revenue and entitlement law, and appropriations were
increased by the inflation rate as in the GRH basçline specifications, 0MB
predicts the 1991 deficit would be $101 billion.

The difference between the current services deficits and the President's
proposed deficits (Table 2, Section b) represents policy changes that will
reduce the deficit. This difference for 1991 is $39 billion. Of this
reduction, only $3 billion represents savings fromthe defense baseline; the
defense savings grow and amount to $34 billion in 1995. In 1991, $14 billion
is saved in entitlement and other mandatory spending and another $14 billion
net is raised through revenue changes, including a cut in the capital gains tax
rate which gives a temporary significant boost to revenues. The entitlement

savings grow to $33 billion in 1995; the net revenue gains, however, fade to

only $6 billion by 1995. Including smaller net changes in nondefense

discretionary spending and minor gains from user fees, other offsetting receipts

and asset sales, the projected deficit reduction grows to nearly $100 billion

by 1995.

The projected deficit, as currently measured, comes to $61.4 billion in 1991

(Table 2, Section c). Adjusted for asset sales and tax speedups that will not

count for Gramm-Rudman-HOllings (GRH), it is exactly equal to the GRH target of

$64 billion (Table 2, Section d). The 1992 and 1993 GRH targets are also met.

Since the baseline is so close to balance in 1994-1995, the effect of the
deficit reduction policies is to produce a projection of substantial budget

surpluses in those years if measured using current budget accounting concepts

(Section c). Such surpluses, if achieved, would automatically be used to
retire Federal debt held by the public.

However, the administration proposes a new policy beginning in fiscal year
1993 that departs from current deficit measurement concepts (Table 2, Section

e). The administration would extend the Gramm-Rudman. law, making permanent its

balanced budget requirement and sequestration. The administration would, also

require that the traditional measure of outlays be increased by 15 percent of

the previously projected Social Security surplus in fiscal' year 1993, 50 percent

in 1994, 85 percent in 1995, and in 1996 and thereafter 100 percent. The funds

are mandatorily transferred from the general fund to a new "Social Security
Integrity and Debt Reduction Fund.' This fund would, in turn, repurchase
Treasury debt from the public, carrying out the debt retirement which the

Treasury would carry out in any case if the projected surpluses were to be

achieved. The procedure would expire upon retirement of the entire debt held
by the public.

Establishing the fund is not by itself sufficient to insure that the Social

Security surpluses actually contribute to reduction of public debt. In the

absence of balance in the newly defined budget, the retirement of debt by this

1 The administration also calculated a baseline following strictly the GRH
definition which is lower than the figures quoted above and shown in the

table, mainly because it does nt. assume that the Food Stamp program,

which expires at the end of fiscal year 1990, will be reauthorized. The

analysis here will use the "adjusted' baseline which does assume
reauthori zati on.
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fund would be offset by increased general fund borrowing from the public. It
is thebalancing of the "consolidated" budget as newly defined that produces
the rig, retirement of public debt (i.e., the surplus under traditional
measurements).

Whatever the accounting concept, retirement of the public debt would rel.ease
funds to flow into private capital formation, preparing the nation for the
future burden of supporting the retired baby-boom generations. It would mean
that the Social Security surplus was •in fact being saved to increase future
income rather than spent on current public consumption. The chronic failure to
save this surplus has been a major factor in recent proposals to return Social
Security to pay-as-you-go financing.

It is important to realize that the President's budget and the current
services baseline are based on the same optimistic assumptions. If GNP growthis lower and/or interest rates are higher than 0MB predicts, actual deficits
will be higher than estimated by the administration, even if all of its policies
are adopted, and the projected budget surplus and net retirement of debt heldby the public will not materialize. In the sections that follow, a less
optimistic projection will be described and compared with the President's.
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Table 2

Administration Budget Aggregates
(Fiscal Years, $ billions, total budget)

Actual Pro.iected19J i i i2i 1992 i i 1995
a. Administration Current

Services (adjusted)
Revenues 909.0 990.7 1072.8 1156.3 1234.9 1323.5 1401.9 1480.8

Outlays 1064.0 1142.6 1194.8 1256.8 1307.8 1362.6 1415.0 1467.4

Surplus+/Deficit- -155.1 -152.0 -122.0 -100.5 -72.9 -39.2 -13.1 +13.4

b. Administration ProDosed Changes
Defense spending -3.2 -8.9 -16.7 -24.9 -33.9

Nondefense discretionary
spending +0.1 +1.0 +1.6 +0.1 1.1 -3.6

Entitlements and mandatory -13.9 -19.9 -24.4 -28.3 -32.6

Revenues (effect on
deficit) 1/ -0.6 -13.9 -11.4 -4.1 -6.7 -5.6

User fees -5.6 -3.8 -5.2 -3.4 -4.9

Other offsetting receipts -0.6 -0.5 -0.5 -0.7 -0.4

Asset sales (net of lost
receipts) -1.6 -1.4 -1.5 -1.4 -1.4

Total Policy Changes (net) -0.6 -37.8 -44.3 -52.3 -66.5 -82.4

Debt Service Savings 0 -1.3 -4.1 -7.0 -10.6 -14.9

Total Deficit Reduction -0.6 -39.1 -48.5 -59.1 77.3 97.4

c. Administration ProDosal - Current ConceDt
Revenues 1073.5 1170.2 1246.4 1327.6 1408.6 1486.3

Outlays 1194.8 1231.6 1270.7 1307.6 1344.5 1375.5

Surplus+/Deficit- (as
measured in previous
budgets) -121.4 -61.4 -24.4 +20.0 +64.2 +110.8

d. Gramm-Rudman-Hollincis (GRH) Concept
Deficit Target -100 -64 -28 0 L/
Administration Surplus+/Deficit-
excluding asset sales and speedups -121.4 -64.0 -26.0 +18.3 +62.5 +109.2

e. Consolidated Budget Conceit
Contribution to Social Security

Integrity and Debt Reduction
Trust Fund 0 0 0 -14.1 -53.6 -101.8

Postal Service surplus+/deficit- -2.4 -1.7 -0.7 -0.1 +0.1 +0.4

Administration "consolidated"
surplus+/deficit- ,/ -123.8 --63.1 -25.1 +5.7 +10.7 +9.4

Note: Detail may not add to totals due to rounding.

jJ Revenue increases are shown as minuses because they reduce the deficit.
J No targets set in current GRH law. Administration proposes continuation after 1993

of zero deficit target as applied to a budget including the "Social Security
Integrity and Debt Reduction Fund" as an outlay.

.J This is the official" deficit presented in administration summary tables. It is equal
to the "current concept" deficit plus the Postal Service deficit plus the contribution
to the Social Security Integrity and Debt Reduction Fund.



IV. GOVERNMENTAL RECEIPTS (REVENUES)*

A. Summary

As part of its Fiscal Year 1991 budget, the administration proposes $13.9
billion in additional governmental receipts. This increase accounts for about
one-third of all the proposed deficit reduction amounts from policy actions.
Table I summarizes the major categories of change.

Table I

1991 Major Changes in Governmental Receipts
(administration estimates)

(Billions of dollars)

Capital gains tax cut ÷4.9
Internal Revenue Service (IRS) changes +3.0
Acceleration of tax collections +1.0
Other +5.0

Extension of Social Security and
Medicare coverage and payroll taxes
to state/local government employees +3.8

Extension of expiring telephone excise
tax +1.5

Increase in aviation-use taxes +0.5
Other increases +1.1
Revenue-losing initiatives -0.7
Extension of expiring tax benefits -1.2

TOTAL CHANGE +13.9

The administration estimates that its proposed 30 percent exclusion for
capital gains will raise the $4.9 billion in revenue.

$2.5 billion of the $3.0 billion increase for IRS changes comes from
"management reforms' that do not require law changes or increased funding for
the IRS; the remaining $0.5 billion comes from adding resources to the IRS.

$0.9 billion of the +$1.0 billion in accelerated tax collections comes
from changes in payroll tax collections and the rest from the telephone excise
tax.

The revenue-losing initiatives responsible for the $0.7 billion loss
include tax benefits for 'family savings accounts," tax benefits for oil and
gas, tax benefits for enterprise zones and a childrens' tax credit.

The expiring tax benefits responsible for the $1.2 billion loss from
extensions are the research and experimentation credit, the health insurance
deduction for the self-employed, and the low-income housing credit.

Part B of this section explains each proposal separately.

*Note: Governmental Receipts s the traditional administration term fr
taxes and mandatory fees. The Congressional Budciet Resolution us's tht' t'r'
"revenues' instead of 'governmental receipts."
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Table 2

Multiyear Totals: Baseline Governmental Receipts,
Recommended Change, and Recommended level,

(administration estimates)
(Fiscal years, billions of dollars)

1992 1993

1,234.9 1,323.5

+11.4 +4.1

1,246.4 1,327.6

1991

1,156.3

+13.9

1,170.2

19.9 19.7 19.6 19.5 19.4

jJ Includes 'off-budget" Social Security tax revenues.

The administration's proposals do not substantially alter the composition
of revenues from what would prevail under current law. For analysis of trends
leading up to 1990, see part C of this section.

Administration baseline

Recommended net change.

Recommended level

Memo:
Proposed Receipts as a

Percent of GNP

1994

1,401.9

+6.7

1,408.6

1995

1,480.8

+5.6

1,486.3

Table 2 shows that the proposed increases in revenues diminish after the
budget year, 1991. The administration's estimates of the revenue gains from a
capital gains tax cut fall to a little over $1 billion by 1993. The revenue
effects from the IRS management reform turn from positive to negative, and the
revenue losses from extension of expiring tax benefits and new tax benefits
rise substantially.

Table 3

Proposed Governmental Receipts By Source
(administration estimates)

(Fiscal years, billions of dollars)

1990 1991 1992 1993 1994 1995

Individual income taxes 489.4 528.5 561.5 593.6 632.4 668.7

Corporate Income taxes 112.0 129.7 140.6 154.7 159.9 169.7

Social insurance taxes
and contributions jJ 385.4 421.4 449.7 481.4 514.6 542.5

Excise taxes 36.2 37.6 39.2 40.8 42.2 43.7

Estate and gift taxes 9.3 9.8 10.3 10.4 11.0 11.4

Customs duties and fees 16.8 18.6 20.1 21.5 23.0 24.8

Miscellaneous receirts
TOTAL jJ 1073.5 1170.2 1246.4 1327.6 1408.6 1486.3
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B. Administration Proposals

Table 4

Proposals (administration estimates)
(Fiscal years, billions of dollars)

1991 1992 1993 1994

Capital gains tax cut

Internal Revenue Service
management initiative

Internal Revenue Service
net budget increase

Subtotal, IRS

+4.9 +2.8 +1.2 +1.7 +1.4

+2.5 +1.1 +0.5 -* -0.4

+0.5 +0.6 +1.3 +1.5 +1.6
+3.0 +1.7 +1.8 +1.5 +1.2

Medicare extension to all
state/local employees

Social Security extension to
state/local employees without
pension plan coverage

Extension of telephone excise
Increase in aviation-use taxes j/
Increase harbor maintenance/

cargo tax
Alter insurance company taxation
Permit use of "excess' pension

funds for retiree health
Increase and expand SEC fees
Extend IRS user. fee
Extend abandoned mine

reclamation fees
Other increases

Reductions:

+0.3 +0.3 +0.3
+0.2 +0.2 +0.2

+0.2
+0.1
+0.1

+0.3
+0.3

+0.1
+0.1

+0.3
+0.3

1995

Payroll tax acceleration
Telephone excise tax acceleration
Subtotal, Accelerations

+0.9
+0.1
+1.0

+1.7

+2.1
+1.5
+0.5

+2.2
*

+2.2

+1.7

+2.2
+2.5
+0.8

* *

+1.7 +1.6

-3.1
*

-3.1

+1 .7

+2.3
+2.7
+0.9

+2.5
+2.9
+0.9

+0.4
+0.1

+0.2
+0.1
+0.1

+0.4
+0.1
+0.1

* +0.1
+0.2 +0.2

+2.7
+3.1
+1.0

+0.4
+0.1

+0.1
+0.1

+0.3
+0.3

-1.6

-0.1
-0.1
-0.6
-0.8
-0.1
-3.2

Family Savings Accounts
Waive IRA withdrawal penalty

for home purchases
Childrens' tax credit
Oil and gas incentives
Enterprise zones
Other reductions
Subtotal, new initiatives

-1.0 -1.3-0.2

*
*

-0.3
-0.1

*

-0.7

-0.6

-0.1

-0.5
-0.2
-0.1
-1.5

-0.1
*

-0.5
-0.3
-0.1
-2.1

-0.1
-0.1
-0.5
-0.5
-0.1
-2.6
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Table 4 - Proposals (continued)
(Fiscal years, billions of dollars)

1991 1992 1993 1994 1995

Extend research and
experimentation credit
and allocation rules -0.9 -1.6 -1.9 -2.1 -2.5

Extend health insurance
deduction for self-employed -0.2 -0.4 -0.5 -0.5 -0.6

Extend low-income housinq credit -0.1 -0.3 -0.4 -0.4 -0.4
Subtotal, extensions of

expiring tax benefits -1.2 -2.3 -2.7 -3.1 -3.5

Total Change +13.9 +11.4 +4.1 +6.7 +5.6

* Less than $50 million.

j/ Increase is measured relative to revenue from 1990 rates. Relative to a
triggered 50 percent reduction that was postponed in 1989 legislation, the
increase is larger.

Revenue effect only. Because the credits are refundable, they also raise
outlays. The estimated increases are $0.2 billion in 1991, $1.8 billion in
1992, $2.0 billion in 1993, $2.1 billion in 1994, and $2.2 billion in 1995.

Description of Malor ProDosals

CaDital gains: President Bush proposes a 30 percent exclusion for capital gains
on all assets sold by individuals, except collectibles, if held for at least
three years. There is a 20 percent'exclusion for those assets held between two
and three years, and a 10 percent exclusion for those assets held between one
and two years. Corporate capital gains do not qualify. For 1990, a transition
year, the 30 percent exclusion is available for any asset that has been held
more one year. For 1991, also a transition year, assets held for more than two

years qualify for the 30 percent exclusion, and assets held for more than 1

year qualify for the 20 percent exclusion. Excluded amounts become a preference
item under the alternative minimum tax, and there is depreciation recapture at
ordinary tax rates. Although the administration budget assumes that this tax
reduction will increase revenues over five years 1991-1995, earlier
Congressional estimates of similar proposals suggest that Congressional
estimates for this proposal will not show persistent revenue increases.

Internal Revenue Service: The administration budget shows substantial increases
in tax collections to come primarily from 'Internal Revenue Service management
reforms" and secondarily, from an increase in the IRS budget. The management
reforms are said to produce added tax collections by means of reallocating the
IRS budget rather than increasing it; they do not require new legislation or
rew rculations. These management reforms increase revenues initially, but
r1crae it omcwhat after 1993, since they speed up collections that would be
rri1' 1t-r.

J.I.J!iLre excise tax sDeed-ups: The major item is a change in the
.(i1JI(: fr pynirit of payroll taxes. Large employers would be required to

r1pr1t by th clo of the next banking day on which accumulated taxes
'1i w':r SlrJrJ,rjrjo or This proposal changes recently enacted law, under
whi' ti r'Jrfr 'f riy of dl ay varied in 1991, 1992 and 1993. The
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administration considers the two tax speed-up proposals "timing" changes within
the meaning of the Gramm-Rudman law but the administration does not wish to
invoke an allowable Gramm-Rudman waiver, and their budget does not count the
1991 effects of these changes in meeting the 1991 Gramm-Rudman maximum deficit
target.

Medicare and its payroll tax: Under current law, state/local employees hired
after March 31, 1986 must be covered by Medicare and are subject to the hospital
insurance payroll tax. Although many state/local governments have also chosen
to participate, roughly one-quarter of state/local employees do not pay this
tax. This proposal would make coverage and taxation mandatory for all
state/local employees effective October 1, 1990.

Social Security and its øayroll tax: Under current law, coverage of state/local
employees is not mandatory, although most states and localities have chosen to
participate. This proposal would make coverage and taxation mandatory for all
state/local employees who are not otherwise covered by a pension plan.
Effective October 1, 1990.

Telephone excise tax: The new budget permanently extends the current 3 percent
telephone service tax beyond its December 31, 1990 expiration date, and speeds
up its collection. The revenue from the acceleration of collections is listed
separately in the above table.

Increase in aviation-use taxes: In 1989 legislation, the "triggered" reduction
in aviation-use taxes was postponed and did not become effective for 1990.
Under prior law, if the sum of 1988-1989 funding for certain aviation programs
funded by aviation-use taxes was less than 85 percent of authorizations, most
aviation-use tax rates would have been cut in half in calendar year 1990. The
taxes expire at the end of 1990. The administration proposes to eliminate the
"triggered reduction" provisions and to replace it with a tax increase relative
to the 1990 rates. The proposal would raise the passenger ticket tax from 8 to
10 percent with commensurate increases in other use-taxes. The air freight tax
would go to 6.25 percent, the noncommercial aviation gasoline tax to 15 cents
per gallon, and the noncommercial jet fuel tax to 17.5 cents per gallon. The
proposal does not affect the international air departure tax. The purpose of
the increases is to move toward user coverage of all aviation-related expenses,
not just those financed currently out of the trust fund.

Harbor maintenance/ad valorem cargo tax: The tax rate on cargo would be
increased from 0.04 percent to 0.125 percent. The increase is intended to
produce revenues to fully offset the cost of Corps of Engineers harbor
maintenance dredging, and selected National Oceanic and Atmospheric
Administration marine programs.

Insurance company taxation: Property and casualty insurance companies could
deduct losses only to the extent they exceeded estimated recoveries of salvage.
This proposal is intended to clarify current law.

Use of excess Dension funds for retiree health benefits: A limited transfer
from excess pension assets would be allowed without termination or
disqualification of the plan. The amount of the transfer could not exceed the
amount of assets in excess of 140 percent of the plan's current liability, or,
if less, the plan's current retiree health liabilities for the current year.
Transferred amounts would not be subject to the excise tax on reversions.
Transfers would be permitted only in a "plan year' beginning after December31,
1990 and before January 1, 1993. The proposal raises revenues by substituting
for expenditures that would otherwise be tax deductible.
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Securities and Exchanqe Commission fees: The fee on securities transactions
would be increased from 1/300 to 1/220 of one percent of dollar volume traded
and extended to apply to most over the counter transactions. There would also
be increased fees for merger or proxy filing and for registration of securities
offerings.

Internal Revenue Service user fees: The proposal would permanently extend
current fees forletter ruling, determination letters, opinions or other similar
services.

Abandoned mine reclamation fee: The proposal would permanently extend current
fees: 35 cents per ton for surface-mined coal and 15 cents per ton for
underground-mined coal

Other increases: Proposals include a new Commodity Futures Trading Commission
fee (11 cents per transaction), new Corps of Engineer fees for waterway and
wetlands development permit requests, new fees on the nuclear power industry to
cover related Federal Emergency Management Agency costs, increased District of
Columbia contributions to employee retirement and extension of Social Security.
and Medicare coverage to all newly hired D.C. employees, and a change in the
collection point for Bureau of Alcohol and Tobacco occupational taxes from
retailers to wholesalers.

Family Savings Accounts and penalty-free IRA withdrawals: Annual contributions
of up to $5,000 per couple, $2,500 per individual, would not be tax deductible;
however, after seven years or more, the contributions j4 accumulated investment
earnings could be withdrawn tax-free. There would be a penalty for withdrawals
made sooner than three years, but not thereafter. Families with incomes of
$120,000 and over or individuals with incomes of $60,000 or more would not,
however, be eligible. Penalty-free withdrawals from Individual Retirement
Accounts would also be allowed for first-time home purchases, provided that the
homecosts no more than 110 percent of the regional median price of homes and
that the withdrawal is $10,000 or less. The revenue losses from the family
savings accounts grow within the budget horizon from $0.2 billion in 1991 to
$1.6 billion in 1995.

Childrens' credit: Once again President Bush proposes a new refundable credit
of up to $1,000 per child for each child under age 4. The credit is equal to
14 percent of parents' wages. In 1991, the credit is phased-out beginning at a
$8,000 income and is not available to families' with incomes of more than
$13,000. In 1995, the phase-out begins at a $15,000 income and is not available
to families with incomes over $20,000. Since the credit is conditioned on
wages, at least one parent must be employed.. This credit is flQ tied to
family spending on formal day care services. The current dependent care credit
would also be made refundable. A family could use whichever credits were
larger for each child. The revenue effects are small compared to the effects
on spending, which arise because the credits are refundable. The estimated
spending increases are $0.2 billion in 1991, $1.8 billion in 1992, $2.0 billion
in 1993, $2.1 billion in 1994, and $2.2 billion in 1995.

New incentives for oil and gas exploration and recovery: These include a 10

percent credit on the first $10 million of exploratory intangible drilling
costs (IDCs) and a 5 percent credit on the balance of costs. Revisions would
be made in the alternative minimum tax to eliminate 80 percent of current
preference items generated by IDCs of independent producers; other tax rules
affecting depletion availability to independents would be liberalized. A 10
percent credit is proposed for capital spending on tertiary enhanced recovery.
The credits would be phased out if the average daily U.S. wellhead price of oil
is at or above $21 per barrel for a calendar year.
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Enterprise zones: Up to fifty zones offering tax incentives would be designated
over four years. Tax incentives include elimination of the capital gains tax
on tangible property used within a zone for at least two years, an immediate
deduction for individuals for contributions used by a zone business to acquire
tangible assets with an annual limitation of $50,000 per investor, and for zone
employees, a refundable tax credit of 5 percent on wages up to $10,500 with a
phase-out between wage incomelevels of $20,000 and $25,000.

Extension of research and exnerimentation credit: The administration proposes
to permanently extend the 20 percent incremental R&E tax credit that expires
after December 31, 1990. (Although 1989 legislation extended the credit through
December 31, it also required that eligible expenses be reduced 25 percent for
1990 in order to provide only nine months' worth of benefit from the credit.)
The administration also proposes to extend the R&E expense allocation rules
that also expired after August 1, 1990 under current law.

Extension of health insurance deduction for self-employed: The 25 percent
deduction, which would expire after September 30, 1989, would be permanently
extended.

Extension of low-income housinq credit: The low-income housing credit was
extended last year for 1990 only at 75 percent levels for state allocation
ceilings. The administration would extend it at 100 percent with other changes
for one year only, 1991.

Other reductions: The major reductions result from the administration practice
of lowering estimated revenues when proposing savings in Federal employee pay.
(They propose a three-month pay raise delay from October 31, 1990 until January
1, 1991.) The administration also proposes to double and restore the tax
deduction for "special-needs" adoption expenses. Up to $3,000 per child could
be deducted. That deduction was repealed by the Tax Reform Act of 1986.
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C. Analysis of Tax Policy

Reason for Taxes

The primary purpose of the tax system is to raise revenue to pay for
government programs. Borrowing, the alternative source of government finance,
crowds out investment for the future and, to the extent that investment is
financed by borrowing from abroad, puts this country in debt to the rest of the
world. Borrowing also harms interest rate and exchange rate sensitive sectors
of the economy: exports, durable goods, housing, and production that competes
with imports. As foreign lenders and investors cut back on their willingness
to hold dollar-denominated assets, the pressure from deficits is transferred to
interest rates, and if higher interest rates are resisted by monetary expansion,
to inflation. Borrowing postpones the bills until larger actions must be taken
later to get control of budget deficits. Revenue increases, in comparison to
deficits, increase national saving, reduce interest rates, and thereby increase
economic growth and future living standards.

Tax Legislation Enacted Since 1981

The Federal budget deficit peaked at 6.3 percent of Gross National Product
(GNP) in 1983 and fell to 2.9 percent last year, 1989, lower than in 1983 but
still higher than the 2.6 percent for 1981. Changes in taxes played an
important role. First, a large multiyear tax cut was enacted in 1981, followed
by increases in deficits. Subsequently a series of tax increases were enacted
that helped to bring deficits under control. The post-1981 period, when action
was taken to control deficits, was not a period of no new taxes.

Table 5, which summarizes estimates from past administration budgets,
shows the effect of legislation passed between January 1, 1981 and the end of
1988 on revenues. The table shows changes in revenue from what would have
prevailed under tax law in place at the end of 1980. The table shows the
massive amount of revenue lost because. of the 1981 tax bill and the succession
of legislation that followed the 1981 act.

President Reagan signed eleven tax-increasing measures between 1982 and
1988, aside from multi-year revenue-neutral legislation and continuing
resolutions that provided higher IRS budgets in order to improve tax
enforcement. These eleven increases are detailed in Table 5, which also shows
that President Reagan's succession of revenue increases was expected to provide
for additional revenues of $142 billion in 1990. Over the nine years 1982-1990
the tax increases signed by President Reagan were expected to raise $726
billion.

Although this revenue-raising legislation has been enacted since 1981, the
Bush administration forecasts that revenues will be a lower proportion of Gross
National Product in 1990s than in 1981. The administration estimates that
under current law, baseline revenues would average 19.4 percent of GNP over the
next five years compared with 20.1 percent in 1981. At 1991's forecast GNP,
this is equivalent to a revenue loss of about $35 billion.
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Table 5

Effect of 1981-1988 Legislation on Revenues
(Fiscal Years, billions of dollars, administration estimates) Total

1982
1982 1983 1984 1985 1986 1987 1988 1989 1990 -1990

Economic Recovery
Tax Act of 1981 -36 -91 -137 -170 -210 -242 -264 -291 -323 -1,764

Legislation after 1981:
Tax Equity and Fiscal
Responsibility Act
of 1982 + +17 +36 +39 +47 +57 +57 +56 +57 +366
Highway Revenue
Act of 1982 -- +2 +4 +4 +5 +5 +5 +5 +5 +35
Social Security
Amendments of 1983 -- -- +6 +9 +10 +12 +25 ÷31 +23 +116
Railroad Retirement
Revenue Act of 1983 -- + + +1 +1 +1 +1 +1 +1 +6
Deficit Reduction
Act of 1984 -- +1 +9 +16 +22 +25 +28 +31 +132
Consolidated Omnibus
Budget Reconcil iation
Act of 1985 - - - - +1 +3 +3 +3 +3 +13
Omnibus Budget Recon-
ciliation Act of 1986 -- -- +3 +2 +2 +1 +8
Superfund Amendments
and Reauthorization
Act of 1986 -- -- + +1 +1 +1 +3

Tax Reform Act of 1986 - - - - +22 -9 -24 -20 -31
Continuing Resolution
for 1987 -- -- +2 +3 +3 +3 +11
Omnibus Budget Recon-
ciliation Act of 1987 -- -- +9 +14 +16 +39
Continuing Resolution
for 1988 - - +2 +3 +3 +8
Medicare Catastrophic
Coverage Act of 1988 -- - - +1 +7 +8

Family Support Act of 1988 -- -- +* +* *

Technical and Miscellaneous
Revenue Act of 1988 -- -* -* *
Other

Subtotal -- +18 +45 +59 +78 +124 +121 +120 +128 +693
TOTAL, ALL
LEGISLATION -36 -73 -92 -111 -132 -118 -143 -171 -195 -1,071
*Less than $500 million.
Source: Budgets of the U.S. Government, Fiscal Years 1982-1990.
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General revenues

Currently, Social Security surpluses offset a deficit in the rest of the
budget and mask the size of the non-Social Security deficit. This topic is
discussed in more detail in Section I.D. , "National Saving, the Social Security
surplus, and the Social Security Integrity and Debt Reduction Fund," of this
report. Preparing the nation for the cost of future retirement benefits can be
accomplished by making sure that the Social Security surpluses are continued
and the non-Social Security budget is balanced. Setting aside Social Security
exposes the large non-Social Security deficit and raises the question of how
these deficits arose. The size of the non-Social Security deficits are shown
in Table 6 below.

Table 6

CBO Budget Baseline Projections
(Fiscal years, billions of dollars)

1990 1991 1992 1993 1994 1995

Total Federal
budget deficit 138 -138 -135 -141 -130 -118

Social Security surplus .1.1 66 74 85 98 112 128

Non-Social Security
deficit -204 -212 -221 -239 -242 -246

Non-Social Security
deficit as a
percent of GNP 3.7 3.7 3.6 3.6 3.5 3.4

.11 Includes the effect of interest receipts, an intra-budgetary transaction.

The dollar size of the non-Social Security deficit is rising, not falling,
and it is stuck at about 3.5 percent of GNP.

Non-Social Security budget deficits reflect recent tax-cut policy. Non-
Social Security taxes had been falling relative to Gross National Product for
at least a decade prior to 1981, and were then cut more drastically. The 1981
multiyear income tax cut had a dramatic effect. Although some of the revenues
were recouped in subsequent legislation, CBO projects levels that will continue
to be substantially below those prior to the late 1970s and early 1980s.
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Table 7

Non-Social Security Revenues
History and CBO Budget Baseline Projections

(Fiscal years, revenues as a percent of Gross National Product)

Years Non-Social-Security Revenues

1961-1965 average 17.9
1966-1970 average 18.1
1971-1975 average 14.4
1976-1980 average 14.5

1980 15.1
1981 15.7
1982 15.1
1983 13.6
1984 13.6
1985 13.9
1986 13.6
1987 14.5
1988 13.9
1989 14.1Projections:
1990 14.3
1991 14.3
1992 14.1
1993 14.0
1994 14.0
1995 13.9

One interpretation of this trend could be that non-Social Security taxeswere cut to make room for Social Security taxes, in order to keep the overalltax level from rising. However, non-Social Security public commitments did afall as Social Security commitments rose. For example, 1989 non-Social Securityspending exceeded non-Social Security revenues by 28 percent. The legacy ofthis revenue-spending mismatch continues. 1990 baseline CBO non-Social Securityspending exceeds non-Social Security revenues by 26 percent. 1995 baseline CBOnon-Social Security spending exceeds non-Social Security revenues by 24 percent.If higher taxes are ruled out, it is difficult to "save" the Social Securitysurplus by balancing the non-Social Security budget.
Shift in Revenue Sources

Increased reliance on social insurance taxes is a byproduct of growth inSocial Security and Medicare spending. Decreased reliance on the corporate taxwas partly the result of legislation, but also of a long-term decline incorporate profits as a percent of GNP. These shifts, it is generally agreed,reduced the progressivity of the Federal tax system, although the expansion ofSocial Security and Medicare benefits raised the income and welfare of elderlypersons, many of whom would otherwise be poor.

Decreased reliance on the corporate income and estate taxes was acceleratedby the tax cut enacted in 1981. However, the Tax Reform Act of 1986, whichreduced individual income taxes, increased corporate income taxes. The increasein corporate taxes over the period 1987-1994 will average over $20 billion peryear and over 20 percent compared with pre-1987 law. Reliance on the corporate
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tax will rise from 8.4 percent of the total taxes in 1985 to 10.5 percent in
1990.

Corporate taxes remain a lower share of total taxes than in the pre-1970
period because of the increase in social insurance taxes and the decline in
corporate profits as a percent of Gross National Product.

Using CBO projections, Table 8 summarizes the changing composition of
Federal revenues.

Table 8

Percent Composition of Revenues under Current Law
(Fiscal years, Percent of Total)

Historical Pro.iected
1950 1960 1970 1980 1985 1991 1993 1995

Individual Income Tax 40 44 47 47 46 47 47 47

Corporate Income Tax 27 23 17 13 8 10 9 9

Social Insurance Taxes
& Contributions 11 16 23 31 36 36 36 37

Excises 19 13 8 5 5 3 3 2

Estate & Gift 2 2 2 1 1 1 1 1

Customs & Duties 1 1 1 1 2 2 2 2

Miscellaneous 1 1 2 3 3 2 2 2

Total ir 100 100 ir 100 100 100 100

Source: Congressional Budget Office, Baseline Projections, January, 1990.

Shift in taxes toward those less able to pay

For a majority of American workers the combined employer-employee payroll
tax amounts are larger than individual income taxes. Unlike the income tax,
the payroll tax rates are not graduated and do not apply to all sources of
income. Payroll taxes have no personal exemptions or deductions. Wages above
$51,300 are not taxed and non-wage income is exempt. That is, the payroll tax
fails to be progressive, while, on the'other hand, the income tax is still
progressive.

There has been about a 20 Dercent increase in payroll taxes as a percent
of Gross National Product since 1980. Relative to GNP, the payroll taxes for
Social Security and Medicare have risen by 1.2 percentage points in nine years,
from 5.1 percent in 1980 to 6.2 percent in 1989. In contrast, individual and
corporate income taxes have fallen by the nearly the same amount as a percent
points of GNP, from 11.6 percent of GNP in 1980 to 10.5 percent in 1989. This
shift in the tax mix has shifted the tax burden to those with less ability-to-
pay.

The combined payroll tax rate for Social Security and Medicare has gone up
by 22 percent in nine years and, the maximum taxable wage has gone up about 80
percent faster than inflation. Although the size of the cut in the top
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individual income tax rate, from 70 to 28 percent, is misleading because of
other tax reforms, it has been highly visible in contrast to the rising payroll
tax. A better measure of income tax cuts is the CBO estimate that over all
taxpayers, individual income taxes have fallen from an average of 12.3 percent
of incomes in 1980 to 11.1 percent in 1990.

The marginal tax rate shows how much taxes go up as a percent of any added-
income. In 1990, for example, a married couple with two $50,000 salaries is
likely to face a marginal income tax rate of 33 percent and a payroll tax rate
of 7.56 percent, for the employee share alone. The combined rate on added
income is therefore 40.56 percent. A couple with a $500,000 income would,
however, face a marginal income tax rate of 28 percent and a zero marginal
payroll tax rate.

The substitution of payroll taxes for income taxes has been primarily
responsible for a decline over this period in the progressivity of the Federal
tax system. Furthermore, while the tax burden for the best-off Americans has
fallen, the tax burdens for the middle- and lower-income classes have gone up.

CBO estimates that from 1980 to 1990, the effective Federal tax burden
(e.g. all taxes divided by income) has shifted toward those with less ability-
to - pay.

Table 9

Effective Overall Federal Tax Rates

Income Quintile 1980 1990 Percent Change

Top 10 percent 28.4 26.4 -7.0

Top 20 percent 27.3 25.8 -5.5
Fourth 20 percent 23.0 22.5 -2.2
Middle 20 percent 20.0 20.3 +1.5
Second 20 percent 15.7 16.7 +6.4
Bottom 20 percent 8.4 9.7 +15.5

At the same time, Qr.-tax income has become more concentrated in the hands
of better-off Americans. Thus, the tax changes have served to magnify the
increasing disparities in the distribution of income (See Section I. E. of this
report).

25-698 0 - 90 - 3
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E. Older Americans

The almost 30 million Americans who are 65 years of age or older
compose 12 percent of the population. The Federal budget includes a number
of programs which provide income assistance, health care, social services,
nutrition, and housing assistance for this population. The most visible of
these programs are Social Security, Medicare, Medicaid, Food Stamps,
housing, and activities under the Older. Americans' Act.

While there is considerable economic diversity among the elderly,
Federal assistance is essential for many lower income aged persons. The
1988 median income for an elderly person was $9,347 (compared to $13,782
for the general population). However, 12 percent of the elderly are at, or
below, the poverty level (compared to 13.1 percent for the total
population) of $5,674 for a single person 65 years of age or older. While
the proportion of the elderly who are below the poverty level has declined
in recent years relative to the general population, many more of them remain
near poverty, and therefore, could quickly fall below poverty with slight
changes in income or government assistance. In 1988, for example, 20
percent of the elderly (almost 6 million elderly persons) were within 125
percent of the poverty level compared to 10 percent of the non-elderly
population.

Health care cost is an important issue for all Americans, but
especially for the elderly because their costs are four times those of the
non-aged. Even with such high spending, long-term health care costs remain
uncovered for most of the elderly. Because of their substantial health care
requirements, the 12 percent of the population who are. elderly account for
36 percent of all health spending.

The President's budget requests for programs which are of special
interest to the elderly are described below:

Medicare - The President's budget proposes $98.60 billion in outlays for
Medicare. This assumes legislative proposals which would save $5.5 billion.
New revenues totalling $1.85 billion in fiscal year 1991 would be raised by
requiring all State and local workers to pay the Medicare Hospital
Insurance tax. Hospital and other spending under Part A would be reduced by
$3.35 billion while Part B spending for physician and other outpatient
services would be reduced by $2.15 billion. Legislation also is proposed
to extend the requirement that Part B premiums cover 25 percent of the
program's cost. For hospitals, annual inflationary updates would not be
fully funded, capital payments would be held to 15 percent below costs for
rural facilities and 25 percent below costs for urban ones, direct and
indirect medical education payments for teaching hospitals would be reduced,
and payments for hospital outpatient care would be reduced by 10 percent.
Physician payments for non-primary care services would not be fully
inflated, and overpriced services as well as services provided in overpriced
localities would be reduced. In addition, payments for new physicians
initially establishing practices would also be reduced, as would payments
for anesthesiologists, radiologists, and surgeons. Durable medical
equipment and clinical laboratory payments also would be reduced.
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The President's •budget also proposes an initiative to increase Medicare
and Medicaid beneficiary participation in managed care programs such as
health maintenance and preferred provider organizations. Savings realized
from this effort will be shared with providers and Medicare beneficiaries.

Medicaid -- The President's budget proposes $44.9 billion in budget
authority and outlays for Medicaid in 1991. The budget proposes to save
$113 million by imposing fees on health care facilities for the cost of
survey and certification activities. In addition the budget proposes a $25
million initiative to encourage States to adopt more managed care Medicaid
programs. Of the 2 million Medicaid recipients, approximately 14 percent
are elderly, yet they account for nearly 40 percent of Medicaid spending.
Because of age and disability, this group requires more acute and long-term
care, which accounts for the disproportionate share of Medicaid payments.

Social Security -- The President's budget requests $264.8 billion in
outlays. A cost-of-living allowance of 3.9 percent would be provided in
January 1991, and 649,000 net additional beneficiaries would be covered.
Participation in Social Security would become mandatory for District of
Columbia employees hired after January 1, 1991 and for other State and local
government workers not already covered by a retirement and disability
insurance plan. Benefits would be expanded to provide coverage for certain
adopted children. In addition, the Internal Revenue Service would be
authorized to withhold tax refunds for former Social Security beneficiaries
who have consistently refused to repay Social Security overpayments.. The
budget also proposes to discontinue the practice required under the 1983
Social Security Amendments wherein trust fund receipt estimates are advanced
on a monthly basis from the general funds of the Treasury to the Social
Security trust funds. In the future, deposits would be made to the trust
funds as they are received from contributors.

The President's budget also proposes to establish a Social Security
Integrity and Debt RedUction Fund. Beginning in 1993, a portion of the
previously projected annual Social Security surplus will be deposited in the
special fund and used for retirement of the national debt. These deposits
will be counted as outlays in the budget. In 1993 the deposit will equal 15
percent of the projected surplus. For 1996 and thereafter, it will equal
the full amount of the projected surplus. The amounts proposed to be
transferred to the new fund are based on estimates of the Social Security
surplus as projected in the 1989 Trustees' Report. It is proposed that the
1989 estimates would continue to be use,d until the year 2000, and after that
time would be updated only every five years.

FoodStamDs -- The budget proposes $15.4 billion in funding for the Food
Stamp program and assumes a multi-year reauthorization of the program in
fiscal year 1991. The Food Stamp proposal assumes no benefit reductions.
There are legislative savings of $50 million resulting from lower payments
due to increased child care collections which raise family income and
correspondingly reduce the level of benefit eligibility. An additional $18
million is saved as a result of reduced administrative reimbursement to
States. The budget also proposes to replace the Nutrition Assistance to
Puerto Rico program with a new block grant operated under the Health and
Human Services Department. The new Puerto Rico block grant would be funded
at $825 million in fiscal year 1991, which compares with $937 million in
fiscal year 1990.
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Section 202 Housing for Elderly or HandicapDed -- This program provides
loans to nonprofit organizations to finance the construction of housing for
lower-income elderly and handicapped tenants who are participating in the
HUD Section 8 housing program. The budget proposes to reduce Section 202
loans by approximately 40 percent from $473 million of new loans in 1990,
which supported an estimated 7,700 new housing units, to $283 million of new
loans in 1991, which would finance an estimated 4,000 new units. As an
offset to this reduction, the administration proposes to earmark funds from
its proposed Home Ownership and Opportunity for People Everywhere (HOPE)
initiative sufficient to allow nonprofit sponsors to rent 3,000 existing
housing units for the low-income elderly and the mentally ill homeless.

Older Americans -- The budget proposes $1,242 million in budget authority
for programs under the Older Americans Act, $6 million less than provided in
1990. The budget request includes $343 million for community service
employment, $749 million for the Administration on Aging, and $150 million
for elderly nutrition programs.
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F. The Homeless

In the past several years the problem of homelessness has captured the
Nation's consciousness and become an important part of the Congressional
agenda. The McKinney Act was enacted in FY 1987 authorizing $442.7 million
for homeless programs and was reauthorized for FY 1989-90 at a level of
$388.5 for 1989 and $675.8 for FY 1990.

President's ProDosals for Homeless Programs

The President's FY 1991 budget proposes $819 million for McKinney Act
homeless assistance programs including emergency shelter grants and
transitional housing demonstration grants, mental health services block
grants and demonstration projects, targeted veterans' assistance, job
training, homeless children and adult education and emergency social
services. In addition, the President proposes $166 million in non- McKinney
Act programs, which is an increase of $32 million over the President's
current services for FY 1991. In this category are programs for runaway and
homeless youth, food assistance to soup kitchens and other small programs.

As part of the request for McKinney Act programs, the President
proposes $247 million for a new "Shelter Plus Care" program to help thehomeless mentally ill or recovering substance abuser. This is part of a newhousing initiative, HOPE, which encourages homeownership and requires
targeting of funding for the homeless mentally ill and substance abusing
popul àtion.

Nature of the Problem

Homelessness raises many complex questions including the causes ofhomelessness and its relationship to poverty, the interrelationship betweenhomelessness and mental disorders, alcoholism and drug abuse, and the impactof homelessness across society on the children, elderly and families of theNation. The basic questions are what can be done and what role can theFederal, State and local governments play in the solution?

The number of homeless is not a statistic upon which there is
universal agreement. A recent Urban Institute and a National Academy ofMedicine study both estimated approximately three quarters of a millionhomeless on any given night of measurement. In addition, many studies
support estimates of total homeless which fall within the range of the oneto three million estimated by the National Coalition on the Homeless.

One major cause of homelessness is that people cannot afford the rentin many housing markets. The latest Census data (1985) indicates that about45 percent of all renters in the U.S. with incomes below the poverty line(3.1 million households) paid at least 70 percent of their income forhousing and nearly two-thirds of this group paid at least half of theirincome for housing. Under HUD program standards, the benchmark ofaffordable housing is 30 percent or less of household income for housing.The data show that the problem has worsened since the 1970's; the number of
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poor renters who pay at least half of their income for housing has increased
by nearly 50 percent to 4.3 million. In addition, in 1970 there were 2.4
million more affordable units than renters with incomes under $10,000 but by
1985 there were 3.7 million fewer affordable units than renters in this
same categcry.

Homelessness also seems to be increasing. The U.S. Conference of
Mayors just released an annual survey on hunger and homelessness which
reported an increase in demand of 25 percent in emergency shelter requests
over last year. Due to insufficient facilities, cities also turned away 22
percent of those seeking shelter. The report also indicated demand for
emergency food assistance increased 19% in 1989 and three out Of five
persons asking for food were children or parents.

Health care is also a problem among the homeless, although the extent
and magnitude of health care problems have not been fully documented.
However, it is clear that children whose families have no health insurance
have less access to health care, especially preventive care. Alcohol abuse
and alcoholism are the most frequently diagnosed medical problems among
homeless men (sometimes estimated at more than 40 percent). Substance abuse
other than alcohol is also more prevalent among the homeless and is often
combined with multiple health problems. Serious mental disorders such as
schizophrenia are overrepresented among homeless people and most studies
show evidence of major mental illness in 30-40 percent of homeless adults.
The McKinney Homeless Act provides for a range of general and mental health
services and the President's budget proposes $95 million for these programs
in 1991, an increase of $13 millio'n above the 1990 level of funding. In
addition, the President's budget targets $30 million for care of
chronically mentally ill homeless veterans.

Action on Homeless Programs

Both the Congress and the President have increased the resources for
helping the homeless. While there is much to commend in the additional
commitment to this problem, the question still remains about the limited
size of requested resources relative to the overall homelessproblem. For
instance, even with the HOPE initiative, the President's budget does not
provide any significant increase in either funding levels or numbers of
units assisted over the current funding level. The proposed 82,049
incremental units fall far short of the CBO estimate that there are as many
as 10 million households who are eligible for Federal housing assistance
programs but who are not receiving it. Further, the 8,900 units proposed
for the Shelter Plus Care program is certainly not sufficient to meet the
needs of the homeless with mental and substance abuse problems.

While homelessness continues to grow, there is little agreement about
specific needs or the complex relationship between the many factors which
contribute to the problem.
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G. Children and Youth

The budget proposes funding of $65.8 billion in budget authority in
fiscal year 1991 for major programs which assist children and youth
directly or indirectly. This proposal is $0.45 billion below the CBO
baseline for budget authority and is $0.3 billion below for outlays. The
major increases compared to the baseline are increases for Head Start,
summer youth employment, elementary and secondary education and child care
tax credits. The major decreases compared to the baseline are in the Low
Income Home Energy Assistance Program (LIHEAP), child nutrition, Nutrition
Assistance to Puerto Rico programs and the proposed termination of the
Community Service Block Grant program.

General Background on Children and Youth related Issues:

The latest Census poverty report for 1988 showed very little
improvement in the child poverty rate. The 1988 rate for children under 18
in families and unrelated subfamilies was 19.6 percent, compared with 20.3
percent in 1987, showing that about one out of five children lives in
poverty. In addition, the rate of poverty for black children was 44.1
percent, and for Hispanic children 37.8 percent. These child poverty rates
are far above the national rate o.f 13.1 percent and an elderly rate of 12.0
percent.

A national bipartisan consensus has developed regarding the need to
reverse these poverty trends for our children. It recognizes our Nation's
sucess in reducing the elderly poverty rate and focuses on developing.
comprehensive policies for investment in children to achieve the same
results. At the heart of this consensus is the emphasis on preserving and
strengthening families.

Other statistics which characterize the present situation of children
include:

• The U.S. Conference of Mayors survey of homeless and hunger needs found
that famil,ies are the fastest growing segment of the homeless. The
National Academy of Sciences estimated that 100,000 children are
homeless each night.

• Reports estimate about 1.5 million childreh and adolescents run away
from home each year or are thrown out.

• The Children's Defense Fund reports that between 7.5 million and 9.5
million children and adolescents need help from mental health
professionals, but •no more than 30 percent are getting the attention
they need.

• The House Select Committee on Children, Youth and Families recently
reported that nearly 500,000 American children live in detention
centers, hospitals, foster homes and mental health facilities and that
the number could surge to 840,000 by 1995. Already, the number of
children in foster homes has risen by 24 percent between 1985 and 1988
to 340,300.
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• The U.S. ranks nineteenth in the industralized world in infant
mortality, according to the National Commission to Prevent Infant
Mortality.

• Barely haj.f of America's poor children are covered by Medicaid.

• The Children's Defense Fund estimates that if recent trends continue,
the Surgeon General's 1990 goal for reducing the percentage of low-
birthweight births for all children will not be met until 2031.

Major Program Changes in Programs and Issues Imøacting Childrenand Youth

Head Start - The Presifent's budget proposes $1,886 million for Head
Start which compares with the CBO baseline of $1,442, a $446 million
initiative. This initiatiie would enable Head Start to enroll up to
180,000 more four-year-olds and the total percentage of eligible four-
year-old children served could be as high as 70 percent. The
requested level would allow the Head Start prOgram to serve
approximately 27 percent of the overall eligible population of three-
four-and-five year olds, compared with 19 percent in fiscal year 1990.

Elementary and Secondary Education - The President's budget proposes
$11.9 billion in budget authority compared with $11.5 billion in the
baseline. This is an increase of nearly four percent inflation.
Within the totals, the budget assumes an increase for Chapter 1 and 2
programs, handicapped education and a new Presidential Merit Schools
initiative. The President's budget also proposes to eliminate four
elementary and secondary school programs currently funded at $33
million and significantly reduce Impact Aid Part B.

Summer Youth EmDloyment - The President's budget proposes the
replacement of the current block grant and summer youth programs with
two new programs--Adult Job Training grants and year-round Youth Job
Training Grants. A significant retargeting of funds is proposedfrom
adult grant funding to year-round youth programs. The overall funding
proposed for youth oriented programs is $1.75 billion èompared with
the 1990 baseline of $0.7 billion. However, the adult training program
would receive $0.95 billion in 1991 compared to a 1991 baseline amount
for the block grant of $1.75. The President also proposes a new
program called Youth Opportunities Unlimited (YOU) which would provide
job training demonstration targeted at youth in high poverty areas.

Child Care Tax Credits - The President's budget proposes a new tax
credit of up to $1,000 for each child under age 4 and refundability of
the existing Dependent Care Tax Credit. This proposal would result in
budget authority of $157 million in 1991 but would grow significantly
to $1.85 billion in 1992 and more thereafter.

Foster Care and AdoDtion Services - The President's budget proposes
funding in 1991 of $2.45 billion with legislative savings of $121
million through a limitation in the growth of administrative costs to
no more than 10 percent per State each year.



105

Youth Related Block Grants - The President's budget proposes $2.8
billion in budget authority for the Title XX Social Services Block
Grant program, the same amount as authorized under current law. The
President's budget also proposes the termination of the Community
ServicesBlock Grant, funded at $389 million in 1990.

Food Stamps and Nutrition Assistance to Puerto Rico - The President's
budget proposes reauthorization of the food stamp program at $15.4
billion with no changes in basic benefit structure. The President
proposes the elimination of the Nutrition Assistance program for Puerto
Rico and replaces it with a new block grant funded at $825 million, a
reduction of about $150 million from current services.

Child Nutrition Programs The President proposes $4.6 billion for
child nutrition programs. This includes $0.4 billion in legislative
savings from increasing school lunch subsidies for children in lower
income categories and decreasing, subsidies for those in higher income
categories and means-testing the child care food program. The
President also proposes $2.2 billion for the Women, Infant, Children
food program (WIC), essentially current services.

Low Income Home Energy Assistance (LIHEAP) Program - The President's
budget proposes $1.1 billion, a reducti.on of $0.35 billion from current
services.

Current Child and Youth Program Needs

The key concern regarding children's programs is the sufficiency of
funding relative to known needs. Only about 27 percent of. eligible
children from all age categories would participate in the Head Start program
even under the President's proposal. The same question arises in other
children's programs; for example, compensatory education enrolls only about
half of the eligible children and the Women, Infants and Children nutrition
program enrolls only approximately half of the eligible mothers and
children. Many of these major children's programs return many dollars in
reduced costs to society for each dollar invested.

Last session the Congress enacted an increase in the minimum wage and
both the House and Senate passed child care bills. Child care and other
related children's programs such as education reform, food stamp
reauthorization, implementing welfare reform, expanding children's health
care will retain high positions on the Congressional agenda. The reduction
of poverty is a National goal which will require significant investment.



MAJOR FEDERAL PROGRAMS FOR CHILDREN AND YOUTH

(In millions of dollars)

1990 CBO 1991 CBO 1991
1989 Baseline Baseline Administration

Actual (Preliminary) (Preliminary) Request

Elementaryand Secondary Education
(excludes adult education) 9,959 9,017 11,040 9,964 11,486 10,918 11,926 11,096

Community Service Block Grant 1/... 381 383 389 409 404 403 42 150
Title XX Social Services
Block Grant 1/ 2,700 2,671 2,762 2,768 2,800 2,800 2,800 2,798

Head Start 1,235 1,386 1,386 1,231 1,442 1,405 1,886 1,621
Child Welfare Services 247 271 253 242 263 261 300 289
Foster Care and Adoption Assistance 1,543 1,344 1,803 1,715 2,236 2,119 2,471 2,330
Job Corps 742 699 803 744 835 803 818 808
Summer Youth Employment 709 696 700 701 728 703 1,769 1,577
Child Care Tax Credits 9/ . .. .. . . . .. .. . .. . 157 157
Juvenile Justice
Medicaid 2/ 4,357 4,326 4,934 4,934 5,638 5,638 5,616 5,613
Immunizations 141 NA 156 145 163 155 153 NA
Maternal and Child Health

Block Grant 1/ 554 NA 554 517 577 557 554 NA
Community Health Centers 3/ 183 NA 188 176 196 189 192 NA
Migrant Health 1/ 46 NA 47 44 49 48 48 NA
Indian Health 1/ 1,082 1,050 1,253 1,194 1,320 1,321 1,292 1,358
Earned Income Tax Credit 4,002 4,002 4,104 4,104 4,343 4,343 4,369 4,369
Subsidized Housing 4/ 2,789 4,894 3,523 5,517 7,099 6,061 5,996 6,047
Food Stamps (includes Puerto

Rico) 5/ 6,912 6,863 7,923 7,65.5 8,152 8,147 8,151 8,111
Child Nutrition 4,591 4,556 4,887 4,894 5,256 5,211 4,644 4,823
WIC and CSFP 1,986 1,987 2,191 2,165 2,279 2,273 2,278 2,260
Public Assistance (includes job

training) 6/ 7,464 6,700 8,065 8,580 9,359 9,038 9,129 9,053
Low-Income Home Energy

Assistance 1/ 1,383 1,393 1,393 1,364 1,449 1,463 1,050 1,079



1989
Actual

Refugee Assistance 7/ 141 144
Social Security 8/ 14,819 12,092

Total (excluding Social Security) 53,147 52,382

NA = Not available (not applicable in the case of Social Security)
1/ Amounts shown reflect 100 percent of program funding because breakdown for children and youth is notavailable.

2/ Amounts reflect percentages attributable to children and youth of 13.4 percent in 1980 and 12.5
percent in 1989, 1990, and 1991.

3/ Amounts shown above reflect 44 percent of program funding attributable to children and youth.
4/ Amounts shown reflect a percentage attributable to children in public or subsidized renter occupiedhousing of 40 percent. (Census 1986 data.)

5/ Amounts shown reflect percentages attributable to children and youth of 47 percent in 1980 and 50percent in 1988.

6/ Amounts shown reflect a percentage attributable to children and youth of 67 percent (1987).
7/ Amounts shown reflect a percentage attributable to children and youth of 37 percent (1988).
8/ Amounts shown reflect a percentage attributable to children and youth of 5.2 percent
9/ In 1992 the President's budget estimates budget authority and outlays as $1,840 million and

increasing amounts in the outyears.

MAJOR FEDERAL PROGRAMS FOR CHILDREN AND YOUTH

(In millions of dollars)

1990 CBO
Basel me

(Preliminary)

137 143
16,370 12,935

58,491 59,206

1991 CBO
Basel me

(Preliminary)

142 141
17,690 13,818

66,216 63,997

1991
Admini stration

Request

137 137
17,945 13,770

65,778 63,676
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H. Low-Income Individuals

The fiscal year 1991 budget proposes a total of $152.8 billion in budget
authorityfor high priority programs affecting low-income and other
disadvantaged individuals.

The programs used in this analysis are identical with those programs
identified as high priority low-income programs in the Concurrent Resolution
on the Budget for Fiscal Year 1990 and are essentially the same as in the
previous several years. These programs do not represent all programs which
could fit into this category. The programs involved in the high priority
low-income category are programs which are specifically designed and
targeted to aid the poor, homeless and other disadvantaged groups.

The President's fiscal year 1991 budget proposal includes several
program reductions and program terminations, as has been the case in the
past several years. Three programs are proposed for termination: the low-
income weatherization program, the juvenile justice program and the
community services block grant program. In addition, significant
reductions are proposed in the child nutrition, Nutrition Assistance to
Puerto Rico, and Low Income Home Energy Assistance (LIHEAP) programs. These
reductions are proposed even though there continue to be high levels of
poverty, homelessness and working poor in an economy operating at high
levels of output and employment. The President's budget does propose a
significant increase above baseline funding for the Head Start program in
Function 500 and Homeless Assistance program in Function 450. Much more
modest increases are proposed for compensatory education and the job
training program.

Entitlement Programs

The budget proposes $105.4 billion for the 10 entitlement programs,
$0.85 billion above the CBO baseline. In general these entitlement
differences are estimating differences; the major exceptions are the chfld
nutrition and Nutrition Assistance to Puerto Rico reductions.

The child nutrition reduction totals $462 million in budget authority.
These savings result from reductions in school lunch subsidies to students
from families with incomesover 350 percent of poverty, partially offset by
increases in subsidy to students from families with incomes between 130 and
185 percent of poverty and the means testing of the child care feeding
program. The Nutrition Assistance to Puerto Rico proposal would eliminate
the current nutrition assistance program operated by the Department of
Agriculture and replace it with a new block grant operated by the Department
of Health and Human Services at a funding level of $825 million, a reduction
of approximately $150 million from current services. The largest
entitlement assistance program medicaid is funded at essentially current
services.
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Discretionary Programs

The budget proposes a total of $47.4 billion for the low-income
discretionary programs which is $2.4 billion below the CBO baseline amount.Almost three-quarters of the aggregate difference is explainable by CBO'shigher estimate of expiring housing contracts. CBO estimates the cost offully funding expiring housing contracts at $9.5 billion whereas 0MB
estimates the cost to be $7.7 billion. The remaining $0.2 billion is acomposite of many minuses and partially offsetting pluses. Included in thereductions are the proposals to terminate the low-income weatherization andcommunity services block grant program and the traditional juvenile justiceprogram.

Besides the program terminations, the largest reduction is in the LowIncome Home Energy Assistance program, a cut of $399 million or 27.5percent.
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FUNDING FOR HIGH PRIORITY LOW-INCOME PROGRAMS

(Budget Authority in millions of dollars)

FY 1991 President's President's
CBO Request Over(+)/Under(-)

Baseline FY 1991 Baseline

Entitlement Programs

500 Vocational Rehab State Grant 1,596 1,597 1

550 Medicaid 45,103 44,927 '-176

600 Food Stamps (includes Puerto
Rico) 16,304 16,232 -72

Family Support (AFDC) 12,770 13,625 855

AFDC-Jobs 600 1,000 400

Supplemental Security Income 14,431 15,101 670

Child Nutrition 5,256 4,644 -612

Earned Income Tax Credit 4,343 4,369 26

Low-rent public housing 270 200 -70

700 Veterans Pensions 3,879 3,715 -164

Subtotal (Entitlements)1/ 104,552 105,410 858

Discretionary Programs

270 Low-Income Weatherization 169 15 -154

450 BIA Indian Operations 597 585 -12

Indian Construction 143 103 -40

Homeless 11 161 150

500 Compensatory Education 5,583 5,839 256

Indian Education 372 389 17

Handicapped Education 2,137 2,137 0

Student Financial Assistance 6,334 6,352 18

Trio and Historically Black 0

Colleges 456 485 29

Job Training 4,076 4,157 81

Homeless 35 55 20

Older Americans Employment 371 343 -28
Vocational Rehabilitation 263 242 -21

Child Welfare Services 263 300 37

Head Start 1,442 1,886 444

Community Services Block 0

Grant 396 -396
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FUNDING FOR HIGH PRIORITY LOW-INCOME PROGRAMS

(Budget Authority in millions of dollars)

1/ The differences nc1ude both policy and estimating differences.

FY 1991
C BO

Basel I ne

Community Health Centers 445
Migrant Health 49
Infant Mortality Initiative 33
Family Planning 145
Homeless 87
Indian Health 1,320
Immunization and Vaccines 163

600 Low-Income Energy Assistance
• 1,449

Homeless 441
WIC and CSFP 2,279
Subsidized Housing 19,691

700 Homeless 32

750 Legal Services 329
Juvenile Justice Assistance

President's
Request
FY 1991

544
436
48
36

139
95

1,292
153

1,050
390

2,278
17,512

30

317
8

President's
Over(+)/Under(-)

Basel i ne

-33

3

-6
8

-28
-10

-399
-51

-2,179

-2

-12
-68

-2, 387

-1,529

SUBTOTAL (Discretionary)

TOTAL

49,764 47,377

154,316 152,787





VI. SELECTED SPECIAL TOPICS

A. Deficit Reduction and the Gramm-Rudman-Hollings Act

The Balanced Budget and Emergency Deficit Control Act (as amended),
better known as Gramm-Rudman-Hollings" or GRH, places limits on
Presidential and Congressional budgets and provides "sequestration" toenforce those limits. -

Deficit limits: GRH sets deficit targets of $64 billion for F? 1991,
$28 billion for FY 1992, and zero (a balanced budget) for FY 1993. Both the
President's budget and, the Congressiona' budget resolution for FY 1991 must
meet the FY 1991 target of $64 billion,1 but they are not required to meet
the outyear targets; the President's budget meets the targets in all three
years.

GRH Baseline and ScorekeeDing: Based on current spending and tax law
(as opposed to that proposed by President Bush), 0MB estimates the FY 1991
"GRH baselinet deficit at $84.7 billion. As discussed below, most of OMB's
analyses use an "adjusted baseline" deficit of $100.5 billion.

GRH projection and scorekeeping rules differ in a few cases from other
budget accounting rules. For example, GRH counts Social Security receipts
and outlays in the totals, although Social Security has been technically
"off-budget" since FY 1986. GRH also does not count the proceeds of new
asset sales and loan prepayments2, does not count new timing shifts unless a
special exception is invoked by statute3, places constraints o the
aggregate defense and non-defense discretionary spendout rates", places
limits on Medicare reestimates between January and August, and prescribes
rules for projecting appropriations if a full-year appropriations bill hasnot been enacted. Overall, the rules provide direction for estimating the

1 The requirement that the FY 1991 budget resolution meet the $64billion deficit target is enforced by a point of order. In the Senate, a
waiver requires 60 votes. In the House, a waiver requires a majority vote
when the budget resolution is first considered and 3/5 of those present and
voting when the conference agreement is considered. The point of order
does not apply if Congress has declared war.

2 Except 'routine, ongoing asset sales and loan prepayments at levels
consistent with agency operations in FY 1986. 0M8 expects $0.5 billion in
proceeds from such sales in FY 1991 and builds them into the GRH baseline.

3 Section 202(a) of GRH II states that timing shifts shall not count;
section 202(b) allows laws enacting timing shifts to include a waiver of the
"do-not-count" rule.

The average rate at which defense budget authority is assumed to be
spent in the first year of its availability (the "spendout rate") must not
differ by more than 1/2 percent from the average in the previous year's
sequester report, adjusted for changes in program mix. The same constraint
applies to non-defense discretionary spendout rates.
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baseline deficit if Congress takes no action by August or October (the
dates of the two sequestration reports), and for estimating the deficit f
Congress enacts some or all of the President's proposals. Some of the
scorekeeping rules apply only to 0MB' August and October GRH estimates;
others apply under all circumstances.

Adjusted Baseline: 0MB notes that, because of the mechanical nature of
the projection, the baseline deficit of $84.7 billion includes some figures
that are programmatically implausible. For example: 1) The Food Stamp
program (including nutrition assistance to •Puerto Rico) is scheduled to
expire at the end of FY 1990. As a result, the FY 1991 costs of this
program ($16.2 billion) are not included in the GRH baseline. 2)
Discretionary programs are assumed to be at FY 1990 levels plus inflation.
In the case of the Census Bureau, the FY 1990 level reflected the costs of
running the 1990 census, which will not be repeated in FY 1991 (a reduction
of $1 billion). 3) Subsidized housing contracts expire from time to time
and need renewal. While 42,000 such renewals were needed in FY 1990, about
295,000 renewals will be needed in FY 1991. 0MB estimates that an
additional $6.6 billion in BA and $0.4 billion in outlays will be needed.
4) One-time appropriations of $2.8 billion were made in FY 1990 as a result
of the California earthquake. It is assumed that these need not be repeated
in FY 1991, so that BA can be lower. In addition, other smaller adjustments
could be justified.

0MB has chosen to create an "adjusted baseline" for analytical
purposes, in which the Food Stamp program is assumed to be re-enacted and
Census Bureau funding is assumed to be reduced to the FY 1991 level
requested by the President. No adjustments are made for subsidized housing
renewals or disaster assistance. The adjusted baseline shows a deficit of
$100.5 billion for FY 1991. Technically, that adjusted baseline would apply
if, by August or October, Food Stamps were re-enacted, Census appropriations
were enacted at the level requested by the President, and all other
appropriations were at baseline levels (or had not yet been enacted).

Certain types of transactions count. for GRH purposes as follows:

Initial Budget 0MB Baseline CBO Baseline
0MB Congress Jan Aug/Oct Aug/Oct

Social Security surplus Yes Yes Yes Yes Yes

New asset sales Yes Yes No No No

New timing shifts (*) (*) (na) (*) (*)

Spendout rate adjustment No No (**) Yes No

Medicare reestimates (na) (na) (na) No Yes

* New timing shifts count only if section 202(b) of GRH II is invoked by
statute.

** 0MB is not required to reflect spendout rate adjustments until the August
and October reports, but has chosen to do so in its January baseline
estimate.
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Deficit Reduction from the adiusted GRH baseline: Table 1 shows the
President's deficit reduction plan for FY 1991 as compared to the adjusted
GRH baseline. The table uses GRH accounting, and also shows figures that
tie to the administration's consolidated cash (all-inclusive) budget deficit
of $63.1 billion. (A summary of the proposals by category is included in
section I. B.)

As noted, for purposes of GRH, asset sales and loan prepayments do not
count as deficit reduction and timing shifts do not count unless the
legislation implementing them invokes section 202(b) of GRH II. The
President's budget proposes $1.6 billion in new asset sales and loan
prepayments. In addition it proposes a number of timing shifts: a one-time
Medicare payment speed-up, which shifts FY 1991 outlays into FY 1990; a

repeal of the Federal retiree "lump sum" option, which shifts FY 1991 costs
into future years; a temporary two-day speed-up of employer withholding
taxes, which increases FY 1991 and 1992 revenues at the expense of FY 1993
revenues; and a permanent 2-week speed-up of telephone excise taxes.

In the case of the revehue timing shifts, the administration has stated
that it will not request a "202(b) waiver', so those timing shifts will not
count for GRH purposes. From its budget figures, however, 0MB makes it
clear that the outlay timing shifts are intended to count. Both the asset
sale and the timing shift provisions of GRH have been interpreted to apply

Table 1: President's FY 1991 Deficit Reduction Plan:
Comparison with GRH Baseline

FY 1991 0MB Baseline Deficit (adj)
GRH Basis Cash Basis

100.5 100.5

• Defense
• Non-defense discretionary
• Entitlements and other mandatories
• Revenues
• User fees and offsetting collections....
• Other offsetting receipts
• Asset sales and loan prepayments
• Net interest

-3.2
+1.1

-13.9
-12.9
-5.6
-0.6
na

-1.3

TOTAL Deficit Reduction

-3.2
+1.0

-13.9
-13.9
-5.6
-0.6
-1.6
-1.3

Resulting Deficit

-36.5 -39.1

64.0

Adjustments:
• Count asset sales
• Count revenue timing shifts
• Don't count spendout rate adjustment....
• Include Postal Service Fund

61.4

Administration's consolidated deficit

-1.6
-1.0
-0.1
+1.7

Figures may not add due to rounding.

na
na
na

+1.7

63.1 63.1
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to "new" actions: in the years after a sale, prepayment, or shift has taken
place, the effects of that action are generally scored and are built into
the baseline. The administration therefore includes the outyear effects of
its timing shifts in its outyear GRH accounting of the President's proposals
and likewise shows the income loss from asset sales and loan prepayments in
the outyear GRH figures.

Additional adjustments are needed to bridge between the
administration's GRH deficit and its consolidated cash (all-inclusive)
deficit. The 1989 reconciliationbill removed the Postal Service Fund from
the budget for all purposes including GRH. Finally, a spendout rate
adjustment of +$63 million in non-defense discretionary outlays is included
in the baseline and the GRH deficit, but removed when bridging to the
consolidated budget deficit.

Table 2 compares the President's deficits using GRH scorekeeping for FY
1991 through FY 1993, after which GRH expires.

Table 2: President's Deficits or Surpluses
(Deficit = "-"; Surplus =

FY 1991 FY 1992 FY 1993*
President's Deficit: (consolidated basis) -63.1 -25.1 +19.8
w/o Postal Service fund -61.4 -24.4 +20.0
GRH basis** -64.0 -26.0 +18.3

* The FY 1993 figures exclude the "outlays" of the proposed "Social
Security Integrity and Debt Reduction Fund". See Section I. D.

** Excludes new asset sales, prepayments, and revenue timing shifts,
and includes the spendout rate constraint.

The amount of sequestration: GRH requires automatic spending cuts,
called sequestration, if 0MB determines that the deficit (as mesured in
August or October) is over the target by more than $10 billion.0 To avoid
sequestration in FY 1991, the deficit must therefore be reduced below $74
billion. If, on October 15th, the FY 1991 GRH deficit were measured at
$100.5 (as in the adjusted GRH baseline above), then $36.5 billion in
automatic spending cuts would occur. The concept behind GRH is that the
threat of sequestration provides an incentive for Congress and the President
to implement a better-targeted deficit reduction plan. In either case, the
deficit would be reduced.

It should be noted that sequestration to reduce outlays by $36.5
billion would be unprecedented. For FY 1986, the first year of GRH I,
sequestration occurred but was capped by that law at $11.7 billion. For FY
1987, after GRH I was ruled unconstitutional, the August and October reports
showed an excess deficit of $19.4 billion. Congress later enacted

6• In FY 1993, no $10 billion cushion is provided; the budget must be
bal anced.
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sufficient deficit reduction -- albeit mostly temporary -- to get within the
$10 billion margin. For F? 1988, the first year of GRH II, the 0MB final
report showed a required sequester of $23.0 billion7. However, as a result
of the later summit agreement, Congress enacted laws achieving sufficient
deficit reduction and cancelling the sequester. For F? 1989, the 0MB final
report showed that the excess deficit was slightly less than the $10 billion
margin, so no sequester was ordered. For F? 1990, the 0MB final report
showed an excess deficit of $16.1 billion. However, later legislation
reduced that deficit and instituted a partial sequester in lieu of the one
that had been ordered. The partial sequester called for savings of $5.7
bilHon (but see The seauester crediting rule).

Sequestration formula: Sequestration, if triggered, follows a formula
spelled out by law. Fifty percent of the outlay savings must come from
defense (with Military Personnel excluded at the President's option). The
remaining fifty percent of the outlay savings come from domestic programs.
Some, such as Social Security, certain low-income programs, state
unemployment benefits, and veterans compensation and pensions, are exempt
from cuts. A few programs are subject to limited cuts: Medicare and
veterans hospitals, for example, are cut by no more than 2%. The remaining
programs are cut across-the-board by the necessary percentage. In both
defense and non-defense accounts, new budgetary resources (e.g. budget
authority, loan limits, etc.) are reduced by sequestration. Sequestration
does not reduce outlays from commitments pursuant to appropriations made in
prior years. Thus, the sequestrable base 9enerally includes new outlays,
not total outlays, in non-exempt programs.

Table 3 illustrates a sequester using OMB's adjusted GRH estimates of
$100.5 billion. Note that 0MB may forecast a less rosy economic outlook,
and thus project a higher deficit, in August. Historically, the "August
surprise" has increased the baseline deficit by an average of $10 bilHon.
Last year, however, OMB'sunderlying estimates became about $8 billion more
optimistic in August than at the start of the year.

7 For FY 1988, GRH set a deficit reduction target; the stated fixed
deficit target of $1444 billion was legally inoperative. Instead, Congress
•was required to enact $23.0 billion in deficit reduction legislation as
compared to a start-of-session baseline.

8 In defense, unobligated carryover balances are also subject to
sequestration.
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As can be seen, total defense funding would be cut by 9.3 percent; if
Military Personnel accounts are exempted by the President, then the other
defense accounts would have to be cut by 15.3 percent to achieve the same
savings. Non-defense programs, except for those exempt or limited by
special rules, would be cut by 13.0 percent.

The seQuester crediting rule: In general, sequestration is based on
laws in effect on October 15th. Later laws can increase or decrease the
deficit, but the sequester is not recomputed. (The President has proposed
amending GRH to require another sequester later in the year to address the
effect of later legislation -- see section VI. G., Budget Process
Proposal s.)

GRH provides an exception to the general rule in the case of
resolutions making temporary continuing appropriations ("CRs"). For an
appropriation account funded by a temporary CR on October 15th, the GRH
estimate equals the baseline and the sequester savings for that account
equals the amount in the account times the required uniform percentage
sequester. The baseline minus the savings produces a "post-sequester
level".

Then, when a full-year appropriation is later enacted, the amount
actually sequestered from each account is as follows:

. If the funding for the account is at the baseline or above, the
sequester savings calculated on October 15th are subtracted from the
account. (Thus, the dollar amount calculated on October 15th, rather
than the uniform percentage, actually applies.)

Table 3: Sample Sequestration,
Based on OMB's Estimates as of Jan., 1990

OMB's adjusted GRH deficit
GRH TARGET
SEQLJESTRAT ION

$100.5 billion
64.0

-36.5

Defense sequester:
Sequestrable outlays...
Required outlay savings
Percentage cut

If Military
Personnel exemDt

$119.0
-18.3

15.3%

If Military
Personnel cut

$197.0
-18.3

9.3%

Non-defense sequester:
"Special Rule" programs:

Medicare (2%)
Veterans' hospitals (2%)
Other

Further required outlay savings.
Sequestrable outlays
Percentage cut

-$1.6 billion
-0.2
-0.1

-16.4
125.7

13 .0%
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• If funding for the account is below the baseline, the account receives
the amount actually appropriated or the post-sequester level, whichever
is lower.

There are two consequences of this rule. First, the amount sequestered
from an appropriation bill will almost certainly be less if the bill is
enacted after October 15th. This produces an incentive for Congress or thePresident to delay favored bills. Second, the smaller sequester means thatthe GRH deficit target is unlikely to be met.

Table 4 shows a sample sequestration from two accounts, assuming a 10%
uniform percentage sequestration.

Table 4: Sample 10% Sequestration
Appropriations Enactment Before vs. After October 15th

Enact before Oct 15 Enact after Oct 15
£euester Anparent Seq Actual SepBaseline jfl jj Result jj Result ResultAcct. #1: 100 130 -13 117 -10 90 -10 120Acct. #2: 200 170 .j1 153 .2 iQ. 2 i7Total: 300 300 -30 270 -30 270 -10 290

As can be seen, for both accounts but especially account #2 (because it
was being cut from the baseline), delaying enactment until after October
15th resulted in a higher funding level.

For FY 1990, in which the partial sequester implemented by the
reconciliation bill reduced outlays by an apparent $5.7 billion, the actual
outlay savings according to 0MB were only $3.7 billion. Further, instead ofthe outlay savings being divided 50-50 between defense and non-defense
programs, only one-third of the outlay savings came from defense because
defense accounts in general had already been reduced below the gRH baselinein the appropriations bills.

Table 5: Apparent and Actual FY 1990 Sequester
(Outlay reductions in billions)

AiDarent Actual
Defense -2.9 -1.2
Non-defense -2.9 -2.5

Total -5.7 -3.7
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G. Budget Process Proposals

Balanced Budget Constitutional Amendment

Proposal

The President proposes a constitutional amendment requiring a
balanced budget. The President is not specific about what type
of balanced budget amendment he supports, except that it should
include safeguards against balancing the budget by enacting
legislation increasing taxes.

Current Procedure

There is no constitutional requirement for a balanced budget.

Presidential Line-Item Veto

ProDosal

The President proposes a constitutional amendment to provide
for a line-item veto applicable to revenue provisions,
authorizations mandating spending, and appropriation measures.

Current Procedure

There is no line-item veto authority.

Enhanced Rescission Authority

ProDosal

The President proposes that Congress should be required to vote
on rescissions, specifically endorsing the Legislative Line
Item Veto Act of 1989 (S. 1553) introduced last session by
Senators Coats and McCain. Under that proposal, the President
would be permitted to propose rescissions at the time he
submits his annual budget and within 20 calendar days (not
including Saturdays, Sundays, or holidays) of the enactment of
any appropriation measure. Congress would then have 20
calendar days of session to agree to a bill or joint resolution
disapproving such rescissions or they would take effect.
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Current Procedure

The current rescission procedure provides that:

• The President may submit a special message to
Congress proposing the cancellation of a specific
amount of budget authority; this is referred to the
appropriate committee of each House.

• Unless both Houses complete action on a bill
approving all or part of the proposed rescission
within 45 calendar days of continuous session after
the President's message is received, the budget
authority must be made available. During that
period, the authority is withheld from obligation.

• If the committee to which a rescission message was
referred fails to act within 25 calendar days of
continuous session, a small number of Members (one-
fifth of the total Members of the House or Senate)
can discharge the bill from committee and force Floor
consideration.

Biennial Budget

Proposal

The President urges greater progress toward a biennial budget
process, without endorsing a specific proposal.

Current Procedure

The congressional budget process is an annual process.
However, a modified two-year budget cycle was established for
fiscal years 1988 and 1989 through implementation of the 1987
Bipartisan Budget Agreement (the "Summit'). The two-year
agreement was implemented through the multi-year reconciliation
process and the annual appropriation process.

Joint Budget Resolution

Prolosal

The President proposes a joint budget resolution. The
resolution would be submitted to the President for his
signature or veto.

Current Procedure

The existing process requires a concurrent budget resolution
that sets forth spending and revenue levels for three fiscal
years. The concurrent resolution governs subsequent
congressional actions and, as such, does not require
presidential signature.
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MeasurinQthe Effects of Budget Proposals

Proposal

The President proposes continuation of recent progress in
developing a common set of scorekeeping principles to be used
in the executive and legislative budget processes.

Current Procedure

The Budget Committee has participated with 0MB, CBO, and the
appropriate congressional committees in the development of
consistent scorekeeping principles.

Social Security Sur1uses

Proposal

The President proposes an extension of Gramm-Rudman-Hollings
law beyond its current expiration date of 1993, making its
balanced budget requirement and sequestration authority
permanent. In addition, a "Social Security Integrity and Debt
Reduction Fund" would be established.

For further information on this proposal, see Section I. D. of
this document.

Second SeQuester Trigger Date

Proposal

The President proposes 'having a second sequester trigger date,
preferably one early in the next calendar year' to take into
account the deficit impact of legislation and regulations after
October 15. The underlying economic and technical assumptions
used in the post-October 15 calculations would be required to
be the same as those used for the earlier review.

Current Procedure

At present, no actions after the October 15 sequester date
count against the deficit target. Spending increases or
revenue reductions in legislation or by regulation add to the
deficit but do not trigger or add to sequestration.

Reinforcing SeQuesters

Proposal

The President proposes to 'require a supermajority vote [in
Congressj to cancel (or restore) sequester savings once
achieved.'
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Current Procedure

Legislation "to cancel (or restore) sequester savings once
achieved" could be vetoed by the President and would then only
become law if two-thirds of both Houses voted to override the
veto.

Restraining SuDplemental ApproDriations

ProDosal

The President proposes "restraining" supplemental
appropriations by requiring that--

• "supplementals should . . . meet a emergency'
standard, both in their submission by the President
and their approval by Congress";

• "there should be provision for automatic offsets for
both budget authority and outlays in all
supplementals";

• "a uniform across-the-board reduction in,
discretionary accounts in the same appropriations act
that is the subject of the supplemental (that is,
accounts in the jurisdiction of the same
appropriations subcommittee)" would be applied
"unless an alternative full offset were provided in
the supplemental"; and

• "the automatic across-the-board offset rule should be
waived only by a supermajority vote."

Current Procedure

In 1987 and again in 1989, Congress and the President agreed
not to in.itiate supplementals except in the case of a "dire
emergency" and that the executive branch, when making such a
request of Congress, should accompany it with a presidentially-
transmitted budget amendment. These agreements covered fiscal
years 1988, 1989, and 1990.
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FISCAL YEAR 1991

HIGHLIGHTS AND ISSUES

FUNCTION 600: INCOME SECURITY
(In billions of dollars)

1989
Actual 1990 1991 1992 1993

PRESIDENT'S BUDGET (1-29-90):

Budget Authority 173.4 183.2 198.9 204.4 211.9
Outlays 136.0 146.6 153.7 159.6 166.3

CBO CURRENT POLICY (1-30-90):

Budget Authority 173.4 183.4 192.1 199.9 208.7
Outlays 136.0 145.9 156.5 163.0 171.4

PRESIDENT'S CURRENT SERVICES (1-29-90):

Budget Authority 173.4 183.2 175.7 182.6 190.2
Outlays 136.0 146.6 140.8 146.6 152.7

NOTE: Because CBO and 0MB have different economic and technical estimating
assumptions, the differences between the President's Budget and the CBO basline
result from both Dolicy differences and estimating differences. CBO will prepare a
reestimate of the President's policies using its own estimating assumptions which
will be available in approximately late February.

DESCRIPTION AND HISTORY OF FUNCTION

The programs in the Income Security function provide cash and in-kind benefits to
people who need temporary or permanent income assistance. The major types of
assistance programs include pensions, unemployment insurance, housing, nutrition,
welfare and other miscellaneous programs which assist both individuals and families
with low incomes.

The vast majority of funding in this function is for entitlement and mandatory
programs with just under 10 percent of the total budget authority and approximately 17
percent of the total outlays classified as discretionary.

Approximately 36 percent of the total outlays in the function are composed of the
military and civilian retirement pension programs. During the 1980's there have been
annual proposals tomake significant changes in the pension programs. The major
proposals have generally involved a one-year freeze in COLA, a reduced COLA for the
CSRS system as well as benefit reductthns. Significant reforms were enacted in the
civilian and military retirement programs in 1986. An additional pension related
repeated proposal has been to privatize the railroad retirement system.
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Another major entitlement program in this function is the unemployment insurance
program which 'is proposed at a funding level of $24.1 billion in budget authority and
$18.6 billion in outlays: The major issues in the unemployment area are the adequacy
of reserves if there is an economic downturn and the current erosion in the level of
unemployment coverage.

The Federal 'ow income housing programs operated by the Department of Housing and
Urban Development have received increased attention because of the growth in
homelessness and the "affordable housing crisis". These housing programs total $11.9
billion in discretionary budget authority and $16.5 billion in outlays. The housing
budget authority and the number of incremental units are substantially below the
levels prior to this decade while the outlays have grown substantially as a result of
the timing of disbursements resulting from earlier housing commitments. The budget
authority for housing is over 60 percent of the overall discretionary budget authority
in the function. The major housing issues include maintaining the current inventory
of over 4 million assisted households which involves housing modernization and
operating funds as well as funding for expiring contracts and contract prepayments.
In addition, it is important to focus on expanding Federal assistance to additional
needy families, providing innovative programs to meet new and existing needs,
preventing homelessness and dealing with the present needs of the homeless as well as
fighting drugs and crime in Federally assisted housing.

The major nutrition assistance programs include the food stamp, commodity
distribution, child nutrition and Women, Infant and Children (WIC) programs. T2se
programs are in general targeted to provide nutrition and hunger assistance to
disadvantaged groups. The funding has generally expanded in relationship to demand,

but program reductions did occur 'in the early part of the decade with some later
restorations. The overriding issue is the continued existence of unmet nutritional
and hunger needs amongst the economically disadvantaged.

The welfare program in this function was significantly reformed by legislation
enacted in 1988. Provisions in the 1988 welfare reform law provided extended job,
and education requirements for welfare recipients as well as expanding child care and
Medicaid coverage. The reform legislation requires additional funding as the AFDC-
JOBS program and other provisions are implemented. Other significant income support
programs in this function are the Earned Income Tax Credit program and Supplemental
Security Income (SSI), program which are both entitlement programs.

The other major programs in the function include the discretionary Low Income
Home Energy Assistance program (LIHEAP) and the Refugee and Entrant Assistance
program. The LIHEAP program has had substantial reductions in funding in both real
and nominal terms, and Presidential proposals continue to recommend further
reductions. The Refugee and Entrant assistance has provided less assistance to
States to aid refugees. For instance, the AFDC and medicaid coverage has been reduced

from 24 months in 1989 to currently 4 months. There are now substantially more
refugees, particularly from the Soviet Union, ready and willing •to emigrate to the
U.S. which would further strain available funding resources.
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HIGHLIGHTS OF MAJOR PROPOSALS

• Retirement and Disability Programs - The President's budget proposes once again
the privatization of the $5.1 billion railroad retirement program. The budget
also re-proposes a reduction of 25 percent in the Federally funded windfall
subsidy by substituting partial funding of the program by the rail operators with
an estimated savings of $80 million.

The President's budget proposes $54.7 billion in budget authority and $34.3
billion in. outlays for the Federal civilian retirement programs. The budget
proposals include legislative proposals which save $2.25 billion in outlays.
These legislative proposals include the elimination of the Lump Sum benefit
($-1.5 billion) and a fiscal year 1991 COLA freeze ($-0.7 billion). The budget
also proposes a CPI-minus 1 COLA payment for the Civil Service Retirement System
(CSRS) beginning in 1992 equal to the current Federal Employee Retirement System
(FERS) payment. The President's budget proposes $35.0 billion in budget
authority and $22.1 billion in outlays for military retirement. The budget
proposes a COLA freeze on military retirement for fiscal year 1991 which saves
$0.7 billion.

The President's budget proposes to reduce the Federal exposure in the Postal
Service and District of Columbia retirement systems by requiring that the
employee contribution be raised in steps from 7 percent currently to 14 percent
by 1994.

• Unemployment Programs - The President's budget proposes the elimination of the
Trade Adjustment Assistance program's (TAA) cash benefit and training stipend
funded in this function, for a net savings of $119 million. A corresponding
reduction n TAA employment training funding is found in function 500.

• Low Income Housinq Assistance Programs - The President's budget proposes $17.8
billion in budget authority and $17.4 billion in outlays for discretionary low
income housing assistance. The President's overall housing budget request in
this function is $6.6 billion in budget authority and $0.4 billion in outlays
above his current services estimate and these numbers are precisely the amounts
which, when added to the $1.1 billion in budget authority in the current services
baseline, are necessary to fully fund the 295,000 expiring contracts for fiscal
year 1991.

• Assisted Housing Account - Within the totals the budget proposes $13.1 billion
for assisted housing which will fund 82,049 incremental units, an amount similar
to the current year. Programmatically the budget continues to emphasize vouchers
with 5-year terms and the budget proposes the elimination of the public and
Indian housing construction programs as well as the Section 8 moderate
rehabilitation and Nehemiah programs. The budget also reduces the number of
section 202 elderly and housing section 8 certificates by almost half to just
over 3,000.

The assisted housing account also includes several major portions of the
President's Homeownership and Opportunity for People Everywhere (HOPE) proposal.
These portions include: 1,000 lased units costing $35.8 million targeted to long
term homeless; 6,000 certificates and vouchers costing $251 million for
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relocation and replacement of rental units due to tenant homeownership and
purchase initiatives; and homeownership opportunities costing $412 million in
multifamily projects where owners elect to prepay. The HOPE proposal also
includes 'Operation Bootstrap" which requires that public housing operators and
local governments "help welfare and other low-income families achieve upward
mobility by combining housing assistancewith support services such as job
training, child care and transportation". However, the budget does not appear to
provide any Federal funds for Operation Bootstrap; Operation Bootstrap is also
similar to the "Gateway bill" concept which is being considered in the Congress.

• Expiring Section 8 Housing Subsidies The budget proposes a total of $7.7
billion in budget authority and $0.4 billion in outlays to refund an estimated
295,000 expiring housing contracts which compares to $1.1 billion and 41,000
units in the current fiscal year. HUD "recognizes the need to ensure
uninterrupted housing assistance" and is basing renewals on using 5-year
contracts. The budget projects an additional 550,000 expiring section 8
contracts and over 250,000 vouchers cumulatively between 1992 and 1995.

• Public Housing ODerating, Modernization and Anti-drug Proqrams - The budget
proposes $1.8 billion in public housing operating subsidies and $1.8 billion for
modernization funding. The operating subsidy is $43 million below current
services and the modernization funding is $214 below current services. In
addition to these reductions there has been serious controversy regarding
inadequate reflection of insurance, utility and other costs in determining
operating payments as well as inadequate financing of the modernization program
and lack of funding for lead paint removal. The budget proposes $150 million for
anti-drug efforts which is a $50 million increase over the 1990 appropriated
level.

• Rural Housing Vouchers - The President's budget proposes a series of changes in
the Farmers Home Administration rural loan programs which are discussed in
function 370: Commerce and Housing Credit. As part of these proposals the
budget proposes $190 million to fund 8,000 rural housing vouchers in this
function.

• HOPE and Homeless Assistance Proqrams - The President's HOPE proposal includes a
$250 million grant program to allow low-income families to become homeowners; the
creation of Housing Opportunity Zones (tax expenditure proposal; the extention of
the low income tax credit through December 1991 (tax expenditure proposal). It
also calls for the use of IRA's for young families and first-time homebuyers to
aid in purchasing homes; provides for a $34 million frail elderly demonstration
project; and, assumes the creation of Housing and Enterprise Zones (tax
expenditure proposal). The HOPE initiative also proposes $247 million for a
homeless "Shelter Care Plus" program, including $161 million for a new Rental
Housing Assistance program (discussed in Function 450), $50 million for section 8
moderate rehabilitatiOn of single room occupancy units and $36 million for the
section 202(h) homeless program. The budget also continues other homeless
McKinney Act funding including $71 million for emergency shelter grants, $143
million for transitional housing assistance for the homeless and $125 million for
the emergency food and shelter program.
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• Food and Nutrition Assistance - The President's budget assumes the
reauthorization of the food stamp program and proposes $15.4 billion (not
including assistance to Puerto Rico) in budget authority with an assumption of
$68 million in legislated savings resulting from lower payments due to increased
child care collections and reduced administrative payments to States. The
budget also proposes to replace the Nutrition Assstance to Puerto Rico food
assistance program with a new block grant funded at $825 million, a reduction of
approximately $150 million from current services.

The President's budget proposes $4.6 billion for the child nutrition programs
which reflects $0.4 billion in legislative savings. The President's legislative
proposal would reduce grants to schools for operating school lunch programs
($-220 million) by eliminating subsidies for students from families with incomes
above 350 percent of poverty. The proposal would partially offset ($+48 million)
the reduced subsidy to schools by increasing the subsidy formula for students
with family income between 130 and 185 percent of poverty. In addition, the
child care feeding program would be means tested with a projected savings of $242
million.

The President's budget proposes $2.2 billion in budget authority for the Special
Supplemental Assistance program for Women, Infants and Children (WIC) consistent
with the current services projection for fiscal year 1991. The WIC program has
had significant participation increases primarily due to successful infant
formula rebate programs. However, the WIC program still serves just over half the
eligible population despite its excellent cost-benefit ratio.

The President's budget also reflects reductions in a few smaller nutrition
related programs. The budget proposes $32 million for the purchase of
commodities for distribution to soup kitchens. Although $32 million is the
authorized amount it represents a reduction below the $40 million for the two
preceding years and according to Mayors and service providers program demand has
increased not decreased. In addition, the budget proposes a reduction in the
McKinney Act Emergency Food and Shelter program from the 1990 level of $130
million to $125 million.

• Cash Income Assistance Programs - The President's budget proposes full benefit
payments for the Aid to Families with Dependent Children (AFDC) and Supplemental
Security Income programs (SSI). The AFDC program would be funded at $12.7
billion and includes minor savings resulting from lower federal reimbursement for
child support enforcement by states and a speed up in fiscal sanction collections
(cumulatively $33 million in savings). The budget also assumes $1 billion in

• funding for the AFDC- Job Opportunities and Basic Skills Training program (JOBS)
which provides work and education experience and opportunities for eligible AFDC
recipients. The budget assumption of $15.1 billion for the SSI program assumes
$55 million in savings resulting from a new administrative fee charged to states
that provide a supplemental benefit program.
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Other Income Security Programs - The President's budget proposes $1.1 billion for
the Low Income Home Energy Assistance Program (LIHEAP) which is a reduction of
$0.35 billion from the fiscal year 1990 appropriated level. The President's
proposal is based on his contention that ". . .fuel prices have moderated".
However, the real world experience with the LIHEAP program is that despite
statistical claims that energy prices have moderated, the program is forced toserve millions fewer than several years ago and now serves less than 40 percentof the eligible population.

The President's budget also proposes $369 million for the Refugee and Entrant
Assistance program which is the same funding level as in 1990 and below the levelfor fiscal year 1989. The $369 million funding level is restrictive in light ofthe substantially increased refugee populations seeking, to emigrate from the
Soviet Union, Asia, Afghanistan and other locations as well.



FY 1989
Actual

Proqram BA 0

FUNCTION 600: INCOME SECURITY

(In bilflons of doflars)

Fiscal Year 1990

CBO F3aseflne President's
(1-9-90) Budget (1-29-90)

BA 0 BA 0

Fiscal Year 1991

CBO Baseline President's President's
(1-9-90) Current Services Budget (1-29-90)

BA 0 BA 0 BA 0

Special Benefits for Disabled
Coal Miner's * 2/ 1,585 1524 1,515 1,505 1,494 1,542 1,881 1,871 1,423 1,515 1,400

Railroad Retirement 4,947 4,193 4,971 4,252 5,039 4,274 5,079 4,431 5,078 4,460 4,903

Pension Benefit Guaranty Corp
Proposed Legislation . (149) 0 (261) . . (708) . . . (264) . . . (464)

Civil Service Retirement . . 49,576 29,522 50,758 31,076 51,791 31,491 53,778 34,125 54,881 34,263 54,672

Military Retirement * 33,907 20,184 34,593 21,610 33,456 21,451 36,741 22,976 35,153 22,766 35,005

Foreign Service Retirement . 792 . . . 806 340 806 346 835 367 835 366 835

Employees Life Insurance . . . .
. (839) . . (880) 3 (922) (933) 9 (947) 9

Unemployment Compensation* 2/ 22,548 15,616 24,430 17,809 24,818 18,098 22,989 18,010 24,054 18,561 24,054

Subsidized Housinq includes
expiring contracts and
modernization) 1/...... 6,973 12,250 9,899 13,793 8,373 13,709 17,747 15,153 8,729 14,684 15,181

Rural Housing Vouchers . . 15 17 . 15 . . . 15 . . 13 190

1 ,492

4,365

(466)

31,997

22,093

366

(940)

18,601

15, 141
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FUNCTION 600: INCOME SECURITY

(In billions of dollars)

Fiscal Year 1990

FY 1989 CBO Baseline President's
Actual (1-9-90) Budget (1-29-90)

Fiscal Year 1991

CBO Baseline President's President's
(1-9-90) Current Services Budget (1-29-90)

BA 0 BA 0 BA 0Program BA 0 BA 0 BA 0

Public Housing Operating
Subsides (including anti-
drug funding) 1,706 1,519 1,743 1,715 1,793 1,788 1,863 1,820 1,868 1,838 1,976 1,885

Low Rent Public Housing
Loans * 558 731 567 634 400 487 270 394 200 281 200 281

HOPE Grants . . . . . . . . . . . . . . . . . . . . . . . .. . 250 .

HIJO Salaries & Expenses 148 149 149 144 154 150 159 157 161 157 190 179

Homeless Housing 126 64 200 73 200 105 208 147 208 145 215 145

Food Donations for Selected
Groups 289 282 243 247 308 312 242 242 317 310 320 316

Food Stamps and Assistance
for Puerto Rico * 13,824 13,725 15,847 15,309 15,706 15,306 16,304 16,294 . 186 16,232 16,222

Child Nutrition * 4,591 4,556 4,887 4,894 4,864 4,980 5,256 5,211 5,104 5,236 4,644 4,823

Women, Infant, Child
Nutrition 1,929 1,942 2,126 2,102 2,126 2,127 2,211 2,206 2,215 2,210 2,215 2,210
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a'

0

0

FY 1989
Actual

Program BA 0

FUNCTION 600: INCOME SECURITY

(In billions of dollars)

Fiscal Year 1990

CBO Baseline President's
(1-9-90) - Budget (1-29-90)

BA 0 BA 0

Fiscal Year 1991

CBO Baseline President's President's
(1-9-90) Current Services Budget (1-29-90)

BA 0 BA 0 BA 0

Emergency Food and Shelter...

Funds for Strengthening
Markets *

Family Support Payments
(AFDC)*

AFOC JOBS *

Supplemental Security Income*

low-Incone Energy Assistance.

Earned Income Tax Credit f...

Refugee Assistance

114 125 130 130 130 136 135 135 136 136 125 125

406 454 581 418 581 423 396 421 374 364 374 365

11,140 11,166 11,708 11,956 11,693 12,085 12,770 12,920 12,657 12,644 12,625 12,632

330 301 463 346 600 570 1,000 880 1,000 880

12,474 12,555 12,400 12,433 12,295 12,494 14,431 14,431 14,201 14,201 15,101 14,401

1,383 1,393 1,393 1,364 1,393 1,372 1,449 1,463 1,452 1,444 1,050 1,079

4,002 4,002 4,104 4,104 4,193 4,193 4,343 4,343 4,369 4,369 4,369 4,369

382 389 369 378 369 385 384 381 384 381 369 371

1/ The subsidized housing account consists of assisted housing programs, funding for expiring contracts and modernization funding.
The President's budget includes a total of $7.7 billion in budget authority for expiring contracts and requested $1.85 billion
in budget authority for modernization as a separate program. The CBO fiscal year 1991 baseline number has been adjusted
by adding $8,358 million in budget authority and $798 million in outlays for comparable full funding for expiring contracts.



FUNCTION 600: INCOME SECURITY

(In billions of dollars)

Fiscal Year 1990 Fiscal Year 1991.

FY 1989 CBO Baseline President's CBO Baseline President's President's
Actual (1-9-90) Budget (1-29-90) (1-9-90) Current Services Budget (1-29-90)

Program BA 0 BA 0 BA 0 BA 0 BA 0 BA 0 N
N

2/ A small part of these programs is discretionary.
* Mandatory program. For these programs, it is appropriate to compare the President's FY 1991 budget figures to OMB's FY 1991 current

services figures. However, a comparison with CBO's figures is less meaningful because both estimating and policy differences
would be reflected.

For discretionary programs, it is preferable to compare the President's requested level of FY 1991 budget authority (or loan limits)
to CBO's FY 1991 baseline, since that baseline is a better measure of zero real growth. Such an outlay comparison should be
avoided, since it may include estimating as well as policy differences.
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FISCAL YEAR 1991

HIGHLIGHTS AND ISSUES

FUNCTION 650: SOCIAL SECURITY
(In billions of dollars)

1989
Actual 1990 1991 1992 1993PRESIDENT'S BUDGET (1-29-90):

Budget Authority 285.0 310.5 345.1 374.0 405.1Outlays 232.5 248.5 264.8 280.9 297.7

CBO CURRENT POLICY (1-30-9011

Budget Authority 285.0 314.8 340.2 368.0 398.3Outlays 232.5 248.8 265.7 282.6 300.3

PRESIDENT'S CURRENT SERVICES (1-29-90):

Budget Authority 285.0 310.5 342.3 370.4 403.8Outlays 232.5 248.5 264.7 280.9 297.7

NOTE: Because CBO and 0MB have different.economjc and technical estimating
assumptions, the differences between the President's Budget and the CBO baselineresult from both policy differences and estimating differences. CBO will prepare areestimate of the President's policies using its own estimating assumptions which willbe available in approximately late February.

DESCRIPTION AND HISTORY OF FUNCTION

This function includes the Old-Age, Survivors and Disability Insurance TrustFunds (OASDI) which will provide cash assistance to 40 million beneficiaries in FY1991. The program beneficiaries include persons who are retired and disabled andtheir dependents or survivors. The average monthly payment will be $592 for a retiredworker in FY 1991, an increase of 4.5 percent above the 1990 average. Benefits arefinanced primarily through payroll tax contributions of workers. During 1991 over 93percent of American workers will pay social security taxes of 6.2 percent on thefirst $54,300 of income, and employers will match these contributions (an additional1.45 percent is paid by employers and employees on the same wage base to cover theMedicare Hospital Insurance contribution). Self employed persons pay the employer andemployee shares.

The Social Security program is authorized to provide an annual cost of livingallowance (COLA) to beneficiaries to cover inflation. A COLA of 4.7 percent wasawarded in January 1990 and a 3.9 percent increase is projected for January 1991.
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As a result of the 1983 Social Security Amendments, the old-age survivors' and
disability insurance trust funds continue to have annual surpluses. The fiscal year
1991 budget estimates a surplus of $80 billion and a cumulative balance of $299
billion for fiscal year 1991 in the old-age, survivors and disability insurance
programs. These funds are invested in Treasury notes. The budget proposes to
establish a Social Security Integrity and Debt Reduction Fund. Annual deposits to
this fund would be phased in until they equal the amount of the annual Social
Security surplus and would be used to retire the national debt (also discussed under
I.D. "National Saving, the Social Security Surplus and the Social Security Integrity
and Debt Retirement Fund". For budget presentation purposes, the fund transactions
are reflected in Function 800: General Government).

The FY 1991 request assumes a 6.5 percent increase in Social Security outlays
over FY 1990. This increase will support the COLA, an additional 649,000
beneficiaries who will be covered, and the higher average wages of new beneficiaries.

HIGHLIGHTS OF MAJOR PROPOSALS

• QQj - The budget proposes full funding of all benefits required under current
law, including the 3.9 percent COLA.

• Payroll Taxes - Two new categories of workers would be. required to contribute
Social Security payroll taxes. District 'of Columbia government employees hired
after January 1, 1991 and State and local workers without other retirement and
disability coverage will be brought under Social Security. These changes will
increase fiscal year 1991 trust funds income by $2.3 billion.

• Eligibility - Eligibility for benefits will also be extended to a group of
adopted children who are not now covered. These are children who are adopted by
the surviving spouse of a deceased worker and who receive benefits based on the
deceased worker's earnings. Such children had to have been living in the
worker's home at the time of the worker's death or had to have been receiving at
least one-half of their support from the deceased worker.

• Overrayment Collections - The budget also includes a provision authorizing the
Internal Revenue Service to withold income tax refunds from former Social
Security recipients who owe money to the Federal government as a result of
overpayment of Social Security benefits.



FUNCTION 650: SOCIAL SECURITY

(In millions of dollars)

Fiscal Year 1990 Fiscal Year 1991

FY 1989 CBO Baseline President's CBO Baseline President's President'sActual (1-30-90) Budget (1-29-90) (1-30-90) Current Services Budget (1-29-90)
Program BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

Old Age and Survivors
Insurance Trust Fund* 260,505 209,151 285,903 223,923 281,934 223,596 308,361 239,325 310,249 238,364 310,842 239,029Proposed Legislation* . .. . . . . . . . . . .. . . . .. . . .. .

. 1,977 -595
Disability Insurance Trust

Fund* 24,482 23,391 28,910 24,833 28,566 24,866 31,848 26,424 32,074 26,363 32,138 26,458Proposed Legislation* ... . .. . .. .. . ... . .. . .. ... .. . ... 158 -81

* Mandatory program. Comparisons of the budget and the CB0 baseline may be misleading because the figures will differ for bothestimating and policy reasons.
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FISCAL YEAR 1991

HIGHLIGHTS AND ISSUES

FUNCTION 800: GENERAL GOVERNMENT
(In billions of dollars)

1989
Actual 1990 1991 1992 1993

PRESIDENT'S BUDGET (1-29-89'):

Budget Authority 10.6 10.5 11.4 11.6 25.7
Outlays 9.1 10.6 11.3 11.9 25.8

CBOCURRENT POLICY (1-30-89):

Budget Authority 10.6 10.6 11.3 11.8 12.2
Outlays 9.1 10.3 11.2 11.5 11.9

PRESIDENT'S CURRENT SERVICES (1-29-90):
Budget Authority 10.6 10.5 11.1 11.5 11.9
Outlays 9.1 10.6 11.0 11.6 11.6

NOTE: Because CBO and 0MB have different economic and technical estimating
assumptions, the differences between the President's Budget and the CBO baseflne
result from both iDolicy differences and estimating differences. CBO will prepare a
reestimate of the President's poflcies using its own estimating assumptions which
will be avaflable in approximately late February.

DESCRIPTION AND HISTORY OF FUNCTION

This function covers the core activities of the Federal Government which include
policy formulatthn and direction, financial management and revenue collection,
construction and management of Federal civilian buildings and property, and
administration of the merit personnel system. Other programs in this function
include the Federal payment to the District of Columbia; Forest Service receipts paid
to States; payment n lieu oftaxes (PILT); and payment to territories and Puerto
Rico from IRS and Customs Service collections. The major agencies in this function
are the Congress, the White House and Executive Office of the President, the General
Services Administration, the Office of Personnel Management, and most of the Treasury
Department. Overone half of the spending in this function is attributable to the
budget of the Internal Revenue Service (IRS). Since the early 1980's, significant
increases for the IRS have been proposed by the administration and accepted by the
Congress.



Internal Revenue Service (IRSI - The President's budget proposes funding
billion in 1991. This compares with $5.5 billion estimated for 1990. The

increased funding over 1990 is associated with an IRS enforcement initiative
designed to improve taxpayers' reporting of income and to improve collections
from past due accounts. The budget estimates that this initiative will yield
$0.5 billion in increased collections in 1991. The budget also proposes
improvements in the management of tax law enforcement resources which

increase revenue yields by $2.5 billion in 1991 without requiring additional
expenditures.

Payment in lieu of Taxes (PILT1 - This program provides payments to local
governments for Federal use of land located within their jurisdictions. The

budget proposes fiscal year 1991 funding of $105 million, which is the same
amount provided in 1990.

• Payment to Territories and Puerto Rico - The Federal Government provides special
assistance to the local governments of Puerto Rico, Guam, and the Virgin Islands.
The budget proposes $210 million in assistance in 1990 compared with $199
million provided in 1990.

• Government-sponsored enterDrise fees - The budget again proposes to impose on
certain Government-sponsored enterprises (GSE5), a fee on new securities issued
after September 30, 1990. Savings estimated for the proposal are $52 million in
1991, $306 million in 1992, and $666 million in 1993 and nearly $3.0 billion over
the period 1991-1995. The GSEs affected include the Student Loan Marketing
Association, the Federal National Mortgage Association, and the Federal Home Loan
Mortgage Corporation. The purpose of this fee is to reimburse the Federal

Government for the borrowing advantages these enterprises enjoy as a result of
their special relationship with the Government.

• Federal Payment to the District of Columbia (DC) - The 1991 budget proposes a
total of $505 million (net of $35 million in loan repayments) for D.C. This
proposal compares with the 1990 and 1991 CBO baseline estimates of $505 milhon
and $545 million respectively. Of the total requested forDC in 1991, $431
million is for the direct payment, $52 million is for the Federal share of
payments to DC retirement funds for police officers, fire fighters, teachers, and
judges, and $10 million is for a payment to assist in financing St. Elizabeths
Hospital as part of the existing plan to transfer administrative and financial
responsibility from the Federal Government to the District. The budget also
proposes to make permanent, the pilot project involving D.C. directly bill
federal agencies for water and sewer costs.

• Social Security Integrity and Debt Reduction Fund (SSIDRFI - The President's
budget proposes legislation to assure that the intended buildup in Social
Security reserves is not used to mask the non-Social Security deficit. The Fund

would receive each year, as outlays, an amount equivalent to the increasing
portion of the projected Social Security operating surplus - reaching 100 percent

in 1996. The Fund would be linked with a continuing obligation to meet a Gramni-
Rudman-Hollings deficit target of zero starting in 1993 and the estiniatesin this
function reflect this policy starting in 1993. Under the budget proposal,
payments to the new fund would be $14.1 billion in 1993, $53.6 billion in 1994,
and $101.8 billion in 1995. For further discussion of this proposal, see
Function 650: Social Security and Part I.D.
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HIGHLIGHTS OF MAJOR PROPOSALS

•

•



FUNCTION 800: GENERAL GOVERNMENT

(In millions of dollars)

Fiscal Year 1990

CR0 Baseline
(1-30-90)

BA

1,764 1,720

President's
Budget (1-29-90)

BA 0

1,779 1,827

CR0 Baseline
(1-30-90)

BA 0

1,898 1,878

Fiscal Year 1991

President's
Current Services

BA 0

1,868 1,915

FY 1989
Actual

Program BA 0

ii Functions 1,807 1,651

.' Direction and
129

vnue Service... 5,195 5,270

and Records
(341)

r,rIne1 Activities. 146 134

1r,n to the
Y C',luimbia (net

509

C-

President's
Budget (1-29-90)

BA

2,147 2,161

541 263 290 178 566 364 303 288 357 321

5,501 5,456 5,500 5,486 5,859 5,830 5,763 5,594 6,135 5,930

317 190 242 450 341 283 261 329 166 276

162 136 156 168 172 169 163 160 164 161

505 525 505 525 545 555 546 556 505 514

371 362 357 343 363 361 360 359 366 365 366 365

432 432 401 402 471 458 419 418 464 478 483 497



Program

Payments to States and
counties from Federal
land management
activities

Payment in lieu of taxes... 105 104 105

FUNCTION 800: GENERAL GOVERNMENT

(In millions of dollars)

Internal revenue collections
for Puerto Rico 272 308 205 205 272 272 205 205 272 272 272 272

Civil Liberties Public
Education Fund 500 500 500 500

Claims, judgments, and
relief acts 510 510

For discretionary programs, it is preferable to compare to President's requested level of FY 1991 budget
to CBO's FY 1991 baseline, since that baseline is a better measure of zero real growth. Such an outlay
since it may include estimating as well as policy differences.

Fiscal Year 1990 Fiscal Year 1991

FY 1989 CBO Baseline President's CBO Baseline President's President's
Actual (1-30-90) Budget (1-29-90) (1-30-90) Current Services Budget (1-29-90)

BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

130 128 80 91 145 238 81 80 165 164 165 164

105 105 105 109 109 109 109 105 105

600 600 427 427 416 416 427 427 427 427

authority (or loan limits)
comparison should be avoided,



BUDGET AUTHORITY.OUTLAYS.REVENUES.
DEFICIT (-) / SURPLUS (.),
OEBI SUBJECT TO LIMIT

050 ATIDNAL DEFENSE:
'.DGET AUTHORITY
CLTLTYS.

••,Ic-NAT1CNAL AFFAIRS:
BLUGET AUTHORITY

OCL.3YS
7 OENERAL SCIENCE. SPACE & T(CHMOLCGY'

8;J0001 AUTHORITY
OUTLAYS

273 ENERGY;
BUDGET AUTHORITY
OUTLAYS

300 NATURAL RESOURCES & ENVIRDNMENT'
BLOGET AUTHORITY
OUTLAYS

350 GRICULTURE;
BUDGET AUTHORITY
OUTLAYS

370 COMMERCE HDUSING CREDIT:
BUDGET AUTHORITY

OUTLAYS

400 TRANSPORTATION;
BUDGET AUTHORITY
OUTLAYS

450 COMMUNITY & REGIONAL DEVELOPMENT:
BUDGET AUTHORITY
OUTLAYS

500 EDUCATION. TRAINING, EMPLOYMENT 6
BUDGET AUTHORITY
DUTLAYS

550 HEALTH;
BUDGET AUTHORITY
OUTLAYS

570 MEDICARE:
BUDGET AUTHORITY

OUTLAYS

600 INCOME SECURITY:
BUDGET AUTHORITY

OUTLAYS

650 SOCIAL SECURITY;
BUOGET AUTHORITY
OUTLAYS

700 VETERANS BENEFITS & SERVICES;
BUDGET AUTHORITY
OUTLAYS

750 ADMINISTRATION OF JUSTICE:
BUDGET AUTHORITY
OUTLAYS

BOO GENERAL GOVERNMENT;
BUDGET AUTHORITY
OUTLAYS

900 MET INTEREST;
BUDGET AUTHORITY
OUTLAYS

920 ALLOANC(S;
BUDGET AUTHORITY
OUTLAYS

950 UNDISTRIBUTED OFFSETTING RECflPTS:
BUDGET AUTHORITY
OUTLAYS

799.55
303.55

VIII. SUMMARY TABLES AND GRAPHS

A. THE PRESIDENT'S BUDGET 1990 - 1995 BY FUNCTION
(IN BILLIONS OF DOLLARS)

1989 Actual

1,309.90
1,142.65

990.70
-151.95

7.B29.80

1990

1,337.60
1.197.2S
1,073.45
-123.80

3,071.10

1991

1,396.50
1,233.35
1,170.25

-63.10
3,276.60

1992

1,451.15
1271.45
1,246.35

—25.10
3,467.20

1993

1,522.75
1,321.80
1,327.55

5.75
3.633,40

1994

1,620.95
1,398.00
1,408.65

10.65
3,776.BO

1995

1.71B.1O
1.476,95
1,486.35

9.40
3.BB5.30

301.65
296.35

306.85
303.25

317.55
309.20

311.50
311 90

371 55
315 55

375 10
3:6 05

17.75
9.55

IB.60
14.55

70 00
iBIS

19.65
19.40

70.10
IB.75

' 20 05
13.90

21 0:
9 TO

12.95
12.B5

14,60
14,15

17.B5
16.60

70.BO
19.35

77.10
71.40

74. ID
72 95

24 95
74

4,05
3.70

5.60
3.70

3.25
3.05

4,10
3.10

4.55
3.70

4 40

3.05
4,73
2.50

17,00
16.70

16.95
17.50

17.65
iBIS

1B.05
IB.90

17,55
1B.45

IllS
IB.35

15 43
:180

71.35
16.95

17.95
14.55

70.05
14.95

21.10
15.65

IB.90
13.50

14,B5
11.B5

15 :5
10.40

61.95
27.70

19.55
22.70

14.30
17.20

13.95
10.25

13.85
9.65

15,45
1 10

14 43

6.23

29.35
27.60'

31.15
29.25

30.30
29.75

31.35
30.20

31.70
30,75

31.75
31 30

37.35
31.30

7.90
5.35

SOCIAL
38.75
36.70

9.00
8.80

SERVICES:
39.65
37,65

6.95
7,85

41.95
41,00

6.15
6.50

42,90
, 42,95

6.15
6.10

43.70
43.50

6.10
5.B5

44.45
44,15

613
5 73

45 CS
44 90

51.70
48,40

60.35
57.80

64.80
63.70

70.85
69.95

76.BO
75.95

B3.05
B2.OO

B9 55
B8.30

107,35
84.95

116.95
96.60

125.20
98.60

136.40
110.10

150.BO
121.90

164.95
135.05

ITB SO
149,05

173.35
136.05

183.20
146.60

198.90
153,75

204.45
159.60

211.85
166.30

221.15
174.60

77775
IBI35

2B5.0O
232.55

310.50
248.45

345.10
264.80

374.00
280.90

405,10
297.70

43B BS
314 60

46B,65
331 45

30.05
30.05

30.05
28.90

31.00
30.30

31.55
30.95

32.05
33.25

32.BO
37.65

33.60
31.75

9.95
9.40

12.25
10.50

12.55
12.60

13.20
13.90

14.15
14.15

14.45
14.25

14.90
14,60

10.55
9.10

10.50
10.55

11.40
11.30

11.65
11.95

25.70
25.75

65.30
65.20

113,70
113.50

169.15
169.15

175.60
175.60

173.00
173.00

163.50
163.50

156.95
156.95

147.75
147.75

13615
13615

.

,

. . .

.. .

-1.05
-1.05

-1.10
-1.10

-1.20
-1.20

-1.25
-1.25

-1.30
-1.30 '

-37.20
-37.20

-36.45
-36.45

-43.60
-43.60

-43.85
-43.85

-46.20
-46.20

-46,55
-46.55

-4955
-49,55

I! The estimates in the President'6 budget include off budget agencies and asset sales as well
Social Security Integrity and Oebt Reduction Fund In 1993 - 1995.

(249)

as outlays to the



BUDGET AUTHORITY .
OUTLAYS

REVENUES

DEFICIT (-) / SURPLUS (+)
DEBT SUBJECT TO LIMIT

050 NATIONAL DEFENSE:
BUDGET AUTHORITY
OUTLAYS

150 INTERNATIONAL AFFAIRS:
BUDGET AUTHORITY
OUTLAYS

250 GENERAL SCIENCE. SPACE & TECHNOLOGY:
BUDGET AUTHORITY
OUTLAYS

270 ENERGY:
BUDGET AUTHORITY
OUTLAYS

300 NATURAL RESOURCES & ENVIRONMENT:
BUDGET AUTHORITY
OUTLAYS

350 AGRICULTURE:
BUDGET AUTHORITY;
OUTLAYS

370 COMMERCE & HOUSING CREDIT:
BUDGET AUTHORITY
OUTLAYS

400 TRANSPORTATION:
BUDGET AUTHORITY

OUTLAYS

450 COMMUNITY & REGIONAL DEVELOPMENT:
BUDGET AUTHORITY
OUTLAYS

OUTLAYS

550 HEALTH:
BUDGET AUTHORITY
OUTLAYS

570 MEDICARE:
BUDGET AUTHORITY
OUTLAYS

LCD !NCOME SECURITY:
BUDGET AUTHORITY
OUTLAYS

650 SOCIAL SECURITY:
BUDGET AUTHORITY
OUTLAYS

7 VETER(NS BENEFITS & SERVICES:
8JGET UTOP1TY
C'.TLtYS

7Y MNSRATION OF JUSTICE:
,YET !jTHR1Ty

',IE4M[NT:

5.15 6.45 5.70
3.50 4.45 4.40

16.80 18.45 19.15
17.55 18.85 19.45

16.65 21.75 22.85
13.30 17.30 17.60

23.75 25.85 22.50
30.15 19.40 15.15

31.10 32.25 33.45
29.35 30.95 32.30

8.80 8.80 8.50
8.10 7.80 8.35

42.50 43.45
39.00 41.10 42.60

59.55 66.55 73.90
57.20 65.45 72.80

115.25 125.25 138.30
94.60 106.75 120.80

183.45 192.10 199.85
145.90 156.50 163.00

314.80 340.20 368.00
248.75 265.75 282.60

30.50 31.80 32.80
29.00 31.40 32.35

12.20 13.70 14.25
10.40 12.70 13.95

10.60 11.35 11.80
10.30 11.25 11.55

179.55 185.15 191.60
17955 185.15 191.60

250

B. CONGRESSIONAL BUDGET OFFICE BASELINE 1990 - 1995 BY FUNCTION
(IN BILLIONS OF DOLLARS)

CBO PRELIMINARY
BASEL I NE

(1/9/90) —

1990 1991 1992 1993 1994 1995

1,346.70 1,433.70 1,509.50 1,605.05 1,682.90 1,776.45
1,205.50 1,275.25 1,339.05 1,417.50 1,484.10 1,555.35
1,067.15 1,137.25 1,203.75 1,276.65 1,354.55 1,437.65
-138.35 -138.00 -135.30 -140.85 -129.55 -117.70

3,084.30 3,351.50 3,633.40 3,937.30 4,241.00 4,546.60

301.65 315.80 328.45
296.70 306.95 317.70

18.35 19.00 19.70
14.65 17.00 17.85

14.65 15.25 15.90
14.05 15.10 15.80

500 EDUCATION, TRAINING, EMPLOYMENT & SOCIAL SERVICES:
BUDGET AUTHORITY 40.55

341.60
328.30

20.70
18.40

16.55
16.20

6.25
5.15

19.80
19.90

20.35
16.35

32.90
21.85

34.75
33.60

8.85
8.35

44.30
43.80

81.45
80.50

152.60
136.30

208.75
171.35

398.25
300.35

33.75
33.45

14.85
14.65

12.20
11.90

199.50
199.50

-42.35
-4235

355.35
344.80

21.60
18.85

17.15
16.85

6.80
5.45

20.45
20.30

18.40
15.60

20.20
8.65

36. 10
34.85

8.95
8.45

46.10
45.10

89.85
88.75

168.20
153.10

219.70
181.30

430.95
318.50

34.75
35.95

15. 50
15.25

12.45
12.15

204.95
204.95

—44.75
-44.75

369.70
355:40

22.50
19.45

17.85
17.50

7.25
5.20

21.25
20.85

18.95
14.45

19.60
9.45

37.55
36.15

9.40
8.65

47.90
46.60

99.10
98.05

185.50
171.30

228.00
188.85

465.50
337.55

35.90
35.85

16.15
15.90

13.05
12.75

208.50
208.50

-47,20
-47.20

-38..50 -4065
y. 'o -40.65
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(ADJUSTED) 1/ 1990-1995 BY FUNCTION .

(IN BILLIONS OF DOLLARS)

1989 Actual 1990 1991 1992 1993 1994 1995

BUDGET AUTHORITY 1,309.90 1.33355 1,410.20 1.47820 1.55500 1.62930 1,697.30
OUTLAYS 1,142.65 1,194.80 1,256.85 1.30780 1.36265 1,415.00 1,467.40
REVENUES 990.70 1,072.80 1,156.35 1.23495 1.32345 1.40190 1,480.75
DEFICIT (-) / SURPLUS (+) -151.95 -122.00 -100.50 -72.85 -39.20 —13.10 13.35

050 NATIONAL DEFENSE:
BUDGET AUTHORITY 299.55 301.65 316.15 329.00 341.60 353.60 364.90
OUTLAYS 303.55 296.35 306.45 318.10 328.55 340.55 352.50

150 INTERNATIONAL AFFAIRS: .

BUDGET AUTHORITY 17.25 18.60 19.00 20.00 20.90 21.50 22.70
OUTLAYS 9.55 14.55 17.95 19.25 18.75 18.70 19.65

250 GENERAL SCIENCE. SPACE & TECHNOLOGY:
BUDGET AUTHORITY 12.95 14.60 15.20 15.80 16.40 17.00 17.50
OUTLAYS 12.85 14.15

.

15.20 15.65 16.15 16.70 17.30
270 ENERGY:

BUDGET AUTHORITY 4.05 5.60 6.30 6.05 6.65 7.00 7.25
OUTLAYS 3.70 3.20 4.55 4.50 5.10 5.35 5.50

300 NATURAL RESOURCES & ENVIRONMENT:
BUDGET AUTHORITY 17.00 16.95 18.15 19.00 19.40 20.05 20.65
OUTLAYS 16.20 17.50 18.15 19.15 19.10 19.75 20.15

350 AGRICULTURE:
BUDGET AUTHORITY 21.35 17.95 22.20 25.25 23.75 20.80 21.70
OUTLAYS 16.95 14.55 17.55 20.10 19.45 18.25 17.45

370 COMMERCE & HOUSING CREDIT:
BUDGET AUTHORITY 61.95 15.45 12.80 13.05 13.50 16.10 15.20
OUTLAYS 27.70 20.30 16.85 11.70 11.85 10.50 9.50

400 TRANSPORTATION:
BUDGET AUTHORITY 29.35 31.15 32.25 33.50 34.75 35.95 37.15
OUTLAYS 27.60 29.25 30.70 31.75 32.65 33.60 34.15

450 COMMUNITY & REGIONAL DEVELOPMENT:
BUDGET AUTHORITY 7.90 9.00 9.55 9.10 9.40 9.70 9.90
OUTLAYS 5.35 8.75 8.15 7.20 7.30 7.40 7.95

500 EDUCATION, TRAINING, EMPLOYMENT & SOCIAL SERVICES:
BUDGET AUTHORITY 38.75 39.65 41.55 42.80 43.85 45.40 46.95
OUTLAYS 36.70 37.65 40.60 41.95 43.20 44.60 46.05

550 HEALTH:
BUDGET AUTHORITY 51.70 60.35
OUTLAYS 48.40 57.80

65.60 72.05 78.30
64.45 70.75 77.30

84.85
83.70

91.60
90.20

570 MEDICARE:
BUDGET AUTHORITY 107.35 116.95 125.10 137.65 153.55 169.30 184.90
OUTLAYS 84.95 96.60 104.15 118.45 132.40 147.80 164.55

600 INCOME SECURITY:
BUDGET AUTHORITY 173.35 183.25 192.10 199.60 207.95 217.60 224.40
OUTLAYS 136.05 146.65 157.05 163.60 170.50 178.90 185.75

650 SOCIAL SECURITY:
BUDGET AUTHORITY 285.00 310.50 342.30 370.45 403.80 435.50 464.95
OUTLAYS 232.55 248.45 264.75 280.95 297.75 314.65 331.50

700 VETERANS BENEFITS & SERVICES:
BUDGET AUTHORITY 30.05 30.05 31.10 31.75 32.55 33.40 34.40
DUTLAYS 30.05 28.90 30.65 31.50 34.00 33.50 32.65

750 ADMINISTRATION OF JUSTICE:
BUDGET AUTHORITY 9.95 12.20 13.65 14.20 14.75 15.25 15.75
OUTLAYS 9.40 10.45 12.75 14.25 14.90 15.05 15.55

800 GENERAL GOVERNMENT:
BUDGET AUTHORITY 10.55 10.50 11.10 11.55 11.90 12.10 12.55
OUTLAYS 9.10 10.55 11.00 11.55 11.60 11.85 12.20

900 NET INTEREST:
BUDGET AUTHORITY 169.15 175.60

.

174.30 167.60 163.95 158.40 151.05
OUTLAYS 169.15 175.60 174.30 167.60 163.95 158.40 151.05

920 ALLOWANCES:
BUDGET AUTHORITY . . . . . . . . . . . . . . . . .

OUTLAYS . . . . 0.05 . . . . .

.

950 UNDISTRIBUTED OFFSETTING RECEIPTS:
.

BUDGET AUTHORITY -37.20 -36.45 -38.40 -40.20 —41.80 —44.15 -46.20
OUTLAYS -37.20 -36.45 -38.40 -40.20 -41.80 -44.15 -46.20

1/ OMB's adjusted baseline follows GRH rules except that the Food Stamps/Puerto Rico Nutrition programs
are assumed to continue and the one-time costs of the 1990 census are not projected.



DEFIcITs: PRESIDENT'S BUDGET,
CBO AND 0MB BASELINES

(SURPLUS+/DEFICIT-)

$ BILLIONS
-200

• [cBo BASELINE I
-150

-100 -

_____

0MB CURRENT SERVICES

-50-
PRESIDENT'S PR0P0SALS

0

50 -

100-

150 I I

1989 1990 1991 1992 1993 1994 1995

CBO Baseline: January1990 FISCAL YEARS
0MB Current Services: Adjusted br bood stamps and census

-

Presidents Proposals: Current concept



Source: The Office of Management and Budget,
Budget Office

the U.S. Treasury, and the Congressional

253

E. 1. REVENUES BY MAJOR SOURCE
(BILLIONS OF DOLLARS)

FY 1962 - FY 1996

Corpo-
rate

Income
Taxes

Social
Insurance
Taxes and

Contri -
butions

1962
.1963
1964
1965

1966
1967
1968
1969
1970

1971
1972
1973
1974
1975

1976
1977
1978
1979
1980

1981
1982
1983
1984
1985

Indi-
vidual Estate Miscel- Total
Income Excise and Gift Customs laneous Reve-
Taxes Taxes Taxes Duties Receipts nues

45.6 20.5 17.0 12.5 2.0 1.1 0.8 99.7
47.6 21.6 19.8 13.2 2.2 1.2 1.0 106.6
48.7 23.5 22.0 13.7 2.4 1.3 1.1 112.6
48.8 25.5 22.2 14.6 2.7 1.4 1.6 116.8

55.4, 30.1 25.5 13.1 3.1 1.8 1.9 130.8
61.5 34.0 32.6 13.7 3.0 1.9 2.1 148.8
68.7 28.7 33.9 14.1 3.1 2.0 . 2.5 153.0
87.2 36.7 39.0 15.2 3.5 2.3 2.9 186.9
90.4 32.8 44.4 15.7 3.6 2.4 3.4 192.8

86.2 26.8 47.3 16.6 3.7 2.6 3.9 187.1
94.7 32.2 52.6 15.5 5.4 3.3 3.6 207.3

103.2 36.2 63.1 16.3 4.9 3.2 3.9 230.8
119.0 38.6 75.1 16.8 5.0 3.3 5.4 263.2
122.4 40.6 84.5 16.6 4.6 3.7 6.7 279.1

131.6 41.4 90.8 17.0 5.2 4.1 8.0 298.1
157.6 54.9 106.5 17.5 7.3 5.2 6.5 355.6
181.0 60.0 121.0 18.4 5.3 6.6 7.4 399.6
217.8 65.7 138.9 18.7 5.4 7.4 9.3 463.3
244.1 64.6 157.8 24.3 6.4 7.2 12.7 517.1

285.9 61.1 182.7 40.8 6.8 8.1 13.8 599.3
297.7 49.2 201.5 36.3 8.0 8.9 16.2 617.8
288.9 37.0 209.0 35.3 6.1 8.7 15.6 600.6
298.4 56.9 239.4 37.4 6.0 11.4 17.0 666.5
334.5 61.3 265.2 36.0 6.4 12.1 18.5 734.1

1986 349.0 63.1 283.9 32.9 7.0 13.3 19.9 769.1
1987 392.6 83.9 303.3 32.5 7.5 15.0 19.3 854.1
1988 401.2 94.2 334.3 35.5 7.6 16.2 19.9 909.0
1989 445.7 103.3 359.4 34.4 8.7 16.3 22.9 990.8
1990* 490.4 101.9 387.7 36.1 9.2 16.9 25.0 1,067.2

1991* 528.5 111.2 411.6 33.8 9.8 17.8 24.5 1,137.3
1992* 563.5 116.2 436.8 32.4 10.3 19.1 25.4 1,203.8
1993* 601.8 119.9 464.8 33.1 10.4 20.6 26.0 1,276.7
1994* 640.5 125.7 494.9 34.0 11.0 22.1 26.4 1,354.5
1995* 682.7 133.6 525.6 34.8 11.4 23.7 27.0 1,437.7

*CBO baseline estimates, January 1990.
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E. 2. REVENUES BY MAJOR SOURCE
(PERCENT OF GNP)

FY 1962 - FY 1995

mdi-
vidual
Income

Taxes

Corpo-
rate

Income
Taxes

Social
Insurance
Taxes and

Contri-
butions

Excise
Taxes

Estate
and Gift

Taxes
Customs
Duties

Miscel-
laneous

Receipts

Total
Reve-

nues

1962
1963
1964
1965

8.2
8.1
7.7
7.3

3.7
3.7
3.7
3.8

3.1
3.4
3.5
3.3

2.2
2.2
2.2
2.2

0.4
0.4
0.4
0.4

0.2
0.2
0.2
0.2

0.2
0.2
0.2
0.2

17.9
18.1
17.9
17.4

1966
1967
1968
1969
1970

7.5
7.7
8.1
9.4
9.1

4.1
4.3
3.4
3.9
3.3

3.5
4.1
4.0
4.2
4.5

1.8
1.7
1.7
1.6
1.6

0.4
0.4
0.4
0.4
0.4

0.2
0.2
0.2
0.2
0.2

0.3
0.3
0.3
0.3
0.3

17.7
18.7
18.0
20.1
19.5

1971
1972
1973
1974
1975

8.2
8.2
8.1
8.4
8.0

2.5
2.8
2.8
2.7
2.7

4.5
4.6
4.9
5.3
5.6

1.6
1.3
1.3
1.2
1.1

0.4
0.5
0.4
0.4
0.3

0.2
0.3
0.2
0.2
0.2

0.4
0.3
0.3
0.4
0.4

17.7
18.0
18.0
18.6
18.3

1976
1977
1978
1979
1980

7.7
8.2
8.3
8.9
9.1

2.4
2.8
2.8
2.7
2.4

5.3
5.5
5.6
5.7
5.9

1.0
0.9
0.8
0.8
0.9

0.3
0.4
0.2
0.2
0.2

0.2
0.3
0.3
0.3
0.3

0.5
0.3
0.3
0.4
0.5

17.6
18.4

.18.4
18.9
19.4

1981
1982
1983
1984
1985

9.6
9.5
8.7
8.1
8.5

2.0
1.6
1.1
1.5
1.6

6.1
6.4
6.3

5

7

1.4
1.2
1.1
1.0
0.9

0.2
0.3
0.2
0.2
0.2

0.3
0.3
0.3
0.3
0.3

0.5
0.5
0.5
0.5
0.5

20.1
19.7
18.1
18.1
18.6

1986
1987
1988
1989
1990*

8.3
8.9
8.4
8.7
9.0

1.5
1.9
2.0
2.0
1.9

6.8
6.9
7.0
7.0
7.1

0.8
0.7
0.7
0.7
0.7

0.2
0.2
0.2
0.2
0.2

0.3
0.3
0.3
0.3
0.3

0.5
0.4
0.4
0.4
0.5

18.3
19.4
19.0
19.2
19.6

1991*
1992*
1993*
1994*
1995*

9.1
9.1
9.1
9.1
9.1

1.9
1.9
1.8
1.8
1.8

7.1
7.1
7.1
7.1
7.0

0.6
0.5
0.5
0.5
0.5

0.2
0.2
0.2
0.2
0.2

0.3
0.3
0.3
0.3
0.3

0.4
0.4
0.4
0.4
0.4

19.6
19.5
19.4
19.3
19.3

*CBO baseline estimates, January 1990.
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F.1 SPENDING BY MAJOR CATEGORY
FY 1962 - FY 1995

(IN BILLIONS OF DOLLARS)

Enti tl ements
& Other

Mandatory
Nondefense

Discretionary Net Offsetting
Interest Receipts

Total
Outl ays

106.8
111.3
118.5
118.2

National
Defense Spending Spending-

1962 52.3 30.7 23.9 6.9 -7.0
1963 53.4 33.2 25.1 7.7 -8.1
1964 54.8 34.4 29.0 8.2 -7.8
1965 50.6 34.7 32.3 8.6 -8.0

1966 58.1 37.5 38.1 9.4 -8.5 134.5
1967 71.4 45.3 40.8 10.3 -10.3 157.5
1968 81.9 52.3 43.6 11.1 -10.8 178.1
1969 82.5 58.5 41.1 12.7 -11.1 183.6
1970 81.7 66.2 45.0 14.4 -11.6 195.6

1971 78.9 80.6 50.1 14.8 -14.2 210.2
1972 79.2 94.2 56.1 15.5 -14.2 230.7
1973 76.7 110.2 59.6 17.3 -18.1 245.7
1974 79.3 124.4 65.4 21.4 -21.3 269.4
1975 86.5 156.4 84.7 23.2 -18.5 332.3

1976 89.6 182.8 92.4 26.7 -19.7 371.8
1977 97.2 196.5 107.2 29.9 -21.6 409.2
1978 104.5 216.3 125.5 35.4 -23.0 458.7
1979 116.3 234.2 136.3 42.6 -26.1 503.5
1980 134.0 277.2 157.6 52.5 -30.3 590.9

1981 157.5 320.4 170.8 68.7 -39.2 678.2
1982 185.3 356.0 156.6 85.0 -37.2 745.7
1983 209.9 398.8 156.0 89.8 -46.1 808.3
1984 227.4 394.7 163.9 111.1 -45.3 851.8
1985 252.7 437.3 174.9 129.4 • -48.0 946.3

1986 273.4 454.8 173.2 136.0 -47.0 990.3
1987 282.0 472.4 165.1 138.6 -54.2 1003.8
1988 290.4 502.7 177.2 151.7 -58.0 1064.0
1989 303.5 543.6 191.0 168.9 -64.2 1142.9
1990* 297.0 584.0 205.0 180.0 -60.0 1205.0

1991* 307.0 624.0 219.0 185.0 -60.0 1275.0
1992* 318.0 664.0 229.0 192.0 -63.0 1339.0
1993* 328.0 718.0 237.0 199.0 -65.0 1418.0
1994* 345.0 758.0 245.0 205.0 -69.0 1484.0
1995* 355.0 809.0 254.0 209.0 -72.0 1555.0

* CBO Preliminary Baseline.
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1.2 SPENDING BY MAJOR CATEGORY
IV 1962 - IV 1995

(AS A PERCENT OF GNP)

Ent it] enients
& Other

National Mandatory
Defense Spending

Nondefense
Discretionary Net

Spending Interest
Offsetting Total
Receipts Outlays

-1.3 19.2
-1.4 18.9
-1.2 18.8
-1.2 17.6

1962 9.4 5.5 4.3 1.2
1963 9.1 5.7 4.3 1.3
1964 8.7 5.5 4.6 1.3
1965 7.5 5.2 4.8 1.3

1966 7.9 5.1 5.2 1.3 -1.2 18.2
1967 9.0 5.7 5.1 1.3 -1.3 19.8
1968 9.6 6.2 5.1 1.3 -1.3 21.0
1969 8.9 6.3 4.4 1.4 -1.2 19.8
1970 8.2 6.7 4.5 1.5 -1.2 19.8

1971 7.5 7.6 4.7 1.4 -1.3 19.9
1972 6.9 8.2 4.9 1.3 -1.2 20.0
1973 6.0 8.6 4.7 1.4 -1.4 19.2
1974 5.6 8.8 4.6 1.5 -1.5 19.0
1975 5.7 10.3 5.6 1.5 -1.2 21.8

1976 5.3 10.8 5.4 1.6 1.2 21.9
1977 5.0 10.2 5.5 1.5 -1.1 21.2
1978 4.8 10.0 5.8 1.6 -1.1 21.1
1979 4.8 9.6 5.6 1.7 -1.1 20.6
1980 5.0 10.4 5.9 2.0 -1.1 22.1

1981 5.3 10.7 5.7 2.3 -1.3 22.7
1982 5.9 11.3 5.0 2.7 -1.2 23.8
1983 6.3 12.0 4.7 2.7 -1.4 24.3
1984 6.2 10.7 4.4 3.0 -1.2 23.1
1985 6.4 11.1 4.4

4.1
3.3 -1.2 23.9

1986 6.5 10.9 3.7 3.3 -1.1 23.7
1987 6.4 10.7 3.7 3.1 -1.2 22.7
1988 6.1 10.5 3.7 3.2 -1.2 22.2
1989 5.9 10.6 3.7 3.3 -1.2 22.2
1990* 5.4 10.7 3.8 3.3 -1.1 22.1

1991* 5.3 10.8 3.8 3.2 -1.0 22.0
1992* 5.1 10.7. 3.7 3.1 -1.0 21.7
1993* 5.0 10.9 3.6 3.0 -1.0 21.5
1994*
1995*

4.9
4.8

10.
10.8

3.5
3.4

2.9
2.8

-1.0
-1.0

21.2
20.8

* CBO Preliminary Baseline.
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CHANGING BUDGET PRIORITIES IN THE 1980'S
MAJOR SPENDING CATEGORIES

AS A PERCENT OF TOTAL SPENDING*

PAndatories

1 7%
141 Billion

Net Interest

9.6%
$69 Billion

Defense

22%

Non-Defense

Discretionary

23.8%
$171 Billion

Net Interest

14.2%
$179 Billion

Other Mandatories

18.4%
$233 Billion

FY 1990

Discretionary

16.2%
$205 Billion

'''/ .'Jr receipts:'trizntion. House of Repreeentatlve8
Committee on the BudQot

Social

Security

& Medicare

25%
179 Billion

/ Billion

Y

I

Social

Security

Defense

23.5%
$297 Billion

.Y:T1:: Non—Defense

& Medicare

2.7%
$351 Billion

FY 1981
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PART 1—BUDGET AND TAX TABLES

DESCRIPTION OF TABLES

OvvIEw
The following tables and charts are compiled from a variety of Congres-

sional Budget Office (CBO) and Office of Management and Budget (0MB)
publications as well as Departments of Treasury and Health and Human Re-
sources documents. The first 10 tables present information on the changing
progressivity of the Federal tax system. The next four tables (11—14) present
data on the amount of revenue obtained from different kinds of Federal tax
and data on the number of families paying more social security tax than
income tax.

The next nine tables (15—23) present CBO baseline data on Federal ex-
penditures, deficits, trust fund surpluses, and Federal debt. Table 24 presents
information on net savings and investment flows. Table 25 presents average
weekly earnings, median family income, and male and female median
income of year-round, full-time workers.

The remaining tables present data relating to the administration's budget
and revenue proposals.

THE CHANGING PROGRESSIVITY OF ThE FEI. SYSTEM

These tables are based entirely upon two CBO studies: "The Changing
Distribution of Federal Taxes: 1975—1990" issued in October, 1987 and
"The Changing Distribution of Federal Taxes: A Closer Look at 1980"
issued in July 1988. The reader is referred to those studies for greater detail
about methodology. The tables presented here are unpublished tables which
correspond to pages 86 and 87 in the CBO report titled "The Economic and
Budget Outlook: Fiscal Years 1991—1995." These tables present effective
tax rates, income and shares of tax burdens in much greater detail.

Study Methodology

In these CBO studies, combined Federal taxes include individual and cor-
porate income taxes, social insurance payroll taxes, and excise taxes except
for the windfall profit tax. Although Federal tax payments are made by per-
sons, corporations, and noncorporate employers, the economic burden of all
taxes ultimately rests with families and individuals. Economists speak of the
reduction in family income or purchasing power as the incidence of a tax.
The incidence of some taxes, particularly the corporate income tax, has not
been estimated conclusively, and remains a controversial issue. The follow-
ing incidence assumptions were used in the following tables.
—The individual income tax burden is attributed to the families who directly

pay the tax. The study assumes no shifting of the tax among families.
—The social insurance payroll tax burden is allocated to employee compen-

sation. The poiion of the payroll tax collected from employers is assumed
to be shifted back Onto employees in the form of lower wages.

(I)
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—Excise taxes are assumed to be passed forward to individual consumers in
higher prices on goods subject to the tax.

— Although the corporate income tax is collected from coiporations, fami-
lies are assumed ultimately to bear its economic burden. Economists dis-
agree, however, about who is affected by the corporate income tax, em-
ployees of the corporation or shareholders. The tables that follow assume
that half of the corporate income tax is allocated to capital income and
half to labor income. The method of allocation does not affect the main
conclusions about how the distribution of the tax burden among income
classes has changed over time.

These tables do not attempt to allocate the distributional effects of general
government spending. In comparing the distribution of Federal taxes in dif-
ferent years, shifts in the distribution of general expenditures between those
years are ignored. The CBO studies also separate the distribution effects of
taxes from the effects of expenditures significantly related to those taxes.
Social Security revenues are thus imliciUy treated as independent of benefit
payments.

Family income is measured on a cash receipt basis, a defmition generally
consistent with the measure of income used by the Federal tax system.
Family income equals the sum of wages, salaries, self-employment income,
and personal rents, interest, and dividends plus cash pension benefits and re-
alized capital gains. Family income excludes accrued but unrealized capital
gains, employer contributions to pension funds, in-kind government transfer
payments, and other noncash income. Because income is measured before
reductions for any Federal taxes, employer contributions for Federal social
insurance and Federal corporate profits taxes are added to family income.
Family incomes are put in constant dollars by the CPI—U price index.

Data Sources

Distributions of family income for 1977, 1980, 1985, and the projected
distribution in 1990 are based on data from four sources. The primaiy source
is the March Current Population Survey (CPS) for 1978, 1981, 1986, and
1988. The CPS is a monthly survey of approximately 60,000 families, con-
ducted by the Bureau of the Census. Each March, the survey collects de-
tailed information on family characteristics and family income in the previ-
ous calendar year. The reported data on income from taxable sources from
the CPS files were adjusted for consistency with reported income from Sta-
tistics of Income (SOD samples for calendar years 1977, 1980, 1985 and
early data for 1987. The SO! is an extensive annual sample of actual indi-
vidual income tax returns. Data on consumer expenditures were taken from
the 1980/81, 1984, and 1985 Consumer Expenditure Survey (CES) interview
Surveys. The CES Interview Survey is a quarterly panel survey conducted
by the Bureau of Labor Statistics. The survey collects detailed data on
household expenditures over a 12-month period. The 1980/81 CES data were
adjusted to 1977 levels by changes in per capita expenditures of certain
types as repoied in the National Income and Product Accounts. Each of the
1987 files was adjusted to 1990 using actual growth rates in population,
income, and expenditures through 1988, and projected growth rates for 1989
and 99O.

Many people incur "paper losses" for tax purposes. In order to approxi-
mate better the economic income of families, rental losses and most partner-
ship losses were not subtracted from family income. All losses of sole pro-
prietorships were allowed.
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Reported pre-tax family incomes were adjusted to include the amount of
the employer share of the Social Security payroll tax, the unemployment in-
surance payroll tax, and the corporate income tax. The unemployment insur-
ance payroll tax and the employer share of the Social Security payroll tax
were allocated to the employee on whose behalf the taxes were paid.

Study Results

Federal taxes in 1990 will be less progressive than they were in either
1977 or 1980 but more progressive than in 1985. The distribution of taxes is
progressive if the ratio of taxes to income rises as incomes rise; is regressive
if the ratio falls as incomes rise; and is proportional if the ratio is the same
at all income levels. In 1990, the effective tax rate for the one-fifth (quintile)
of people in families with the highest incomes will be 25.8 percent, slightly
less than in 1977 or 1980. The effective tax rates for people in the lowest
three quintiles will be higher than they were in either 1977 or 1980.

Effective Federal tax rates—the percentage of family income paid in
taxes—for people ranked in quintiles by their adjusted pretax family income
are shown in Table 1. (Adjusted pretax income includes all cash income plus
realized capital gains and is measured before all Federal taxes, including
those collected from business but assumed to be borne by families.) People
are assigned to quintiles based on family income divided by the poverty
threshold for the appropriate family size. Twenty percent of the population
are in each quintile for each year. They will represent a different percentage
of families. Families include both families and single individuals. Tax rates
for the lowest quintile were calculated excluding families with negative or
zero incomes. The poverty thresholds depend on family size, the age of the
householder, and the number of children. The average thresholds for various
family types are shown in the table below.

POVERTY THRESHOLDS AND EQUIVALENCE VALUES
FOR DIFFERENT FAMILY SIZES

Family size 1980 1985 1990 Equivalence
(persons) value (one

person = 1)

1, under 65 4,290 5,593 6,710 1.00
1, 65 or 3,949 5,156 6,186 1.00
older

2, head 5,537 7,231 8,677 1.28
under 65

2, head 65 4,983 6,503 7,804 1.28
or over

3 6,565 8,573 10,284 1.57
4 8,414 10,989 13,185 2.01
5 9,966 13,007 15,600 2.38
6 11,269 14,696 17,612 2.69
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What has caused the. Federal tax system to become less progressive than it

was a decade ago? The individual income tax has not become significantly
less progressive ovez the period, although it did become less progressive be-
tween 1977 and 1985. However, recent changes in tax law—especially the
Tax Reform Act of 1986—will make the tax more progressive in 1990 than
it was in 1985, restoring 1990 effective tax rates approximately to their 1977
levels.

The major factor in reducing the progressivity of Federal taxes is the in-
creased reliance on social insurance payroll taxes. Because these taxes are
levied only on earnings and only below a maximum amount, they are much
less progressive than individual income taxes across most of the income dis-
thbution and, in fact, regressive in the upper part of the distribution. In
1990, 77 percent of families who pay social insurance payroll taxes will pay
higher payroll taxes (counting both the employee and the employer portions)
than Federal income taxes. In 1977, 58 percent of these families paid more
in payroll taxes than in income taxes.

Table 1
Table 1 compares the total Federal effective tax rates for all families. In

1990, total Federal taxes are projected to be 9.7 percent of income for the
lowest 20 percent of the population, while they are estimated to be 25.8 per-
cent for the highest. From 1980 to 1990, the tax rale is estimated to rise by
16.1 percent for the lowest quintile. By contrast, it is expected to fall by 5.5
percent for the highest quintile.

Table 2
Table 2 compares the adjusted family income for all families, with income

expressed as multiples of the poverty thresholds and percentage changes in

real income adjusted for inflation. In 1990, average adjusted family income
is estimated to be 84 percent of the poverty threshold for the lowest 20 per-
cent of the population, while it is projected to be an average of 11.34 times
poverty for the highest. From 1980 to 1990, real income is projected to fall
by 3.2 percent for the lowest quintile. By contrast, it is expected to rise by
31.7 percent for the highest.

Chart 1 gmphically depicts the percentage change from 1980 to 1990 in
real income and Federal tax rates (Tables 1 and 2). For the lowest 20 per-
cent of the population, real income fell by 3.2 percent, while the total Feder-
al tax rate rose by 16.1 percent. By conast, for the highest 20 percent of
the population, real income rose by 31.7 percent, while the total Federal tax
rate fell by 5.5 percent.

Table 3
Table 3 describes the Federal effective tax rates for different kinds of

taxes for all families. In 1980, for the middle quintile in income of the popu-
lation, the individual income tax rate was 8.1 percent of income. Overall, for
the total U.S. population it was 12.3 percent. From 1980 to 1990, the tax
rate for the middle group declined by 17.2 percent.

In 1980, for the middle quintile, the social insuiance tax rate was 8.7 per-
cent of income. Overall, f the total U.S. population it was 7.2 percent.
From 1980 to 1990, the tax rate for the middle group rose by 23.3 percent.

Table 4
Table 4 presents data with respect to total Federal effective tax rates by

family type. In 1990, for families with children in the lowest 20 percent of
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income of the total U.S. population, total Federal taxes are estimated to be
10.0 percent of income; 22.1 percent for the middle quintile, and 26.3 per-
cent for the highest. From 1980 to 1990, the total Federal effective tax rate
is expected to rise by 7.2 percent for families with children in the lowest
quintile of the total U.S. population and by 2.5 percent for the middle quin-
tile. By contrast, it is expected to fall by 2.9 percent for the highest quintile.

In 1990, for elderly households in the lowest 20 percent of income of the
total U.S. population, total Federal taxes are estimated to be 2.7 percent of
income; 7.9 percent for the middle quintile, and 21.9 percent for the highest.
From 1980 to 1990, the total Federal effective tax rate is expected to fall by
25.3 percent for elderly households in the lowest quintile of the total U.S.
population; by 6.3 percent for those in the middle quintile, and by 11.2 per-
cent in the highest. Middle income elderly rates are considerably less than
Lax rates for the middle quintile for non-elderly families.

In 1990, for non-elderly households without children in the lowest 20 per-
cent of income of the total U.S. population, total Federal taxes are expected
to be 14.2 percent of income; 22.8 percent for the middle quintile, and 27.0
percent for the highest. From 1980 to 1990, the total Federal effective tax
rate is expected to rise by 28.5 percent for non-elderly households without
children in the lowest quintile of the total U.S. population, by 6.0 percent in
the middle quintile, and to fall by 4.6 percent in the highest quintile.

In 1990, for all families in the lowest 20 percent in income of the total
U.S. population, total Federal taxes are projected to be 9.7 percent of
income; 20.3 percent for the middle quintile, and 25.8 percent for the high-
est. The reader is referred to Table 1 for these figures.

Table 5

Table 5 compares the share of total Federal taxes paid by all families,
from lowest to highest quintiles. In 1990, families in the lowest 20 percent
in income of the total U.S. population paid 1.6 percent of the total tax
burden, while the highest quintile paid 58.1 percent. From 1980 to 1990, the
Lax burden of the lowest 20 percent in income of the total U.S. population
remained the same, while it rose by 2.4 percentage points for the highest
quintile. The increase in the share of the tax burden borne by the highest
quintile results entirely from the fact that real incomes increased by a sub-
stantially larger amount (31.7 percent—see Table 2) than Lax rates declined
(5.5 percent—see Table 1).

Table 6

Table 6 describes shares of pre-Lax income for all families, from lowest to
highest quintiles. In 1980, families in the lowest 20 percent in income of the
total U.S. population received 4.5 percent of total pre-tax income, while the
highest quintile acquired 47.4 percent. From 1980 to 1990, pre-tax income
of families in the lowest quintile dropped by .8 percentage points, while i
rose by 4.4 percentage points for the highest quintile.

Table 7

Table 7 describes shares of after4ax income for all families, from lowest
to highest quintile. n 1980, families in the lowest 20 percent in income of
the total U.S. population received 5.4 percent of total after-tax income, while
the highest quirnile acquired 44.8 percent. From 1980 to 1990, after-tax
income of families in the Iowes quintile dropped by 1.1 percernge points,
while it rose by 5.1 percentage points for the highest quintile.
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Chart 2 graphically depicts shares and changes in shares of after-tax
income of all families, from 1980 to 1990 (refer to Table 7). The representa-
tion shows that growth in after-tax income for the highest 20 percent of the
total U.S. population between 1980 and 1990 is more than the total income
of the lowest quintile.

Table 8
Table 8 illustrates shares of tax burdens for different kinds of taxes for all

families. In 1985, the lowest 20 percent in income of the total U.S. popula-
tion paid zero percent of total individual income taxes, while the highest

owed 68.1 percent.

Table 9
Table 9 illustrates the distribution of persons across the different quintiles

for different family types. The lowest quintile excludes persons living in
families with negative or zero income. These persons are, however, included
in the totals. Overall the population is projected to increase by 10.9 percent
from 1980 to 1990. Persons living in families with children will increase by
3.8 percent between 1980 and 1990, while persons in families with an elder-
ly head (age 65 or over) will increase 22.8 percent and persons living in
non-elderly families without children will increase by 20.6 percent.

The number of persons in the lowest quintile in income in elderly house-
holds actually declined by 10.3 percent. There was a substantial migration of
these persons from the lowesi and second quintiles to the top three quintiles.

Among persons living in families with children, there was a substantial
migration into the lowest quintile and to a lesser extent the second and high-

est quintiles.
These percentage shifts in the composition of the quintiles are illustrated

in the last four columns of Table 10.

Table 10
Table 10 presents income and demographic information for each quintile

for 1990. The first column illustrates average pre-tax family income. The
second column is the number of families in millions. The percentage compo-
sition of persons living in thfferent types of households is illustrated in the

following columns.

CoMPARIsON OF PAYROLL AND INDIVIDUAL INCOME TAxEs

Table 11

The last two columns of Table 11 illustrate the percentage of families
paying some taxes who pay larger social security taxes than income taxes. In
1990, this percentage will be 34.4 percent, if only the employee portion of
the social security tax is counted. This percentage increases to 69.4 percent,

if both the employer and employee portions of the social security tax are
counted.

Table 12
Table 12 illustrates estimates of the number of families paying no tax,

paying income tax only, or payroll tax only. In addition, for those families
paying both payroll and income taxes, the table shows the number of fami-
lies where the payroll tax is greater than the income tax. In one set of esti-
mates (last two columns) only the employee share of the payroll tax is
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counted. In the preceding two columns both the employer and employee
shares are counted.

REVENUE Tus

Table 13

Table 13 presents total Federal revenues in nominal dollars and as a per-
centage of ON? from fiscal years 1989 to 1995 in the January CBO base-
line.

Table 14

Table 14 presents similar data to that in Table 13 for selected historical
years.

BUDGET TABLES

Table 15

Table 15 compares CBO and 0MB projections of baseline revenues, out-
lays and deficits. In general, these baseline projections assume that revenue
and entitlement law are unchanged, that expiring provisions do indeed
expire, and for discretionary programs it is assumed that the budget authority
is increased to reflect inflation. For fiscal year 1991, CBO projects a base-
line deficit of $138 billion while 0MB projects a deficit of $101 billion,
approximately $37 billion less.

Without any change in law, 0MB projects the deficit will fall and become
a surplus of $13 billion by 1995, while CBO projects a small decline in the
deficit. The primary reason for these differences is the economic assump-
tions, primarily the interest rate assumption.

Table 16

Table 16 illustrates the trust fund surpluses in the January CBO baseline.
In fiscal year 1991 the trust funds will have an annual surplus of $136 bil-
lion. This will increase to $185 billion by 1995. The rest of the budget will
have a deficit of $273 billion in fiscal year 1991 which will increase to $303
billion by 1995.

Table 17

Table 17 shows CBO baseline outlay projections for major spending cate-
gories.

Table 18

Table 18 shows CBO baseline projections for entitlements and other man-
datory spending categories.

Table 19

Table 19 shows CBO baseline estimates of Federal debt and interest costs.
Table 20

Table 20 presents rules of thumb which illustrate the impact on revenues,
outlays, and deficit projections if the economic assumptions assumed in the
baseline do not materialize. For example, the first panel illusirates that if
real growth were 1 percent lower beginning in January 1990 the deficit pro-
jection for fiscal year 1991 would be $26 billion higher. The fourth panel
indicates a similar effect for a I percentage point increase in interest rates.
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Thus, a 2 percentage point change in the interest rates compared to the base-

line assumption would increase the deficit in fiscal year 1991 by $22 billion.

Table 21

Table 21 illustrates the increase in spending if government expenditures in

major categories had been increased for prices and population. This table

blindly assumes that spending should stay the same in real per capita terms.

The methodology does not take into account medical price increases differ-

ent from inflation, it does not account for defense policy needs nor account

for the fact that some progra1Tis serve populations growing faster than aver

age. The price index chosen un this methodology is the GNP deflalor. This

table is primarily designed to illustrate which major spending programs are

growing faster than prices and population and which caiegories are growing

more slowly.
If 1980 is chosen as a base year, defense spending would have grown to

$282 billion in fiscal year 1995 compared to $355 billion in the January

CBO baseline. This is a difference of $73 billion as illustrated in the last

column of the table. Medicare spending under these assumptions would have

increased to $71 billion in 1995 compared to the CBO estimate of $183 bil

lion. Non-defense discretionary spending shows a completely different result.

If expenditures had been adjusted for prices and population, non-defense dis-

cretionary spending would have been $78 billion more than is projected in

the CBO baseline for 1995. The boilom third of this table shows somewhat

different results using 1985 as the base year.

Table 22
Table 22 shows CBO January baseline pmjections for programs within the

jurisdiction of the Commitlee on Ways and Means.

Table 23
Table 23 presents outlays for major spending categories for selected years

in nominal dollars and as a percent of Gross National Product (GNP).

SAVINGs AND INVESTMENT

Table 24
Table 24 presents net savings and investment flows as a percentage of

GNP. This table shows that net domestic savings shortfalls (primarily a

result of the Federal deficit and declines in net private domestic savings)

have been met by capital inflows from abroad. These have grown from zero

in 1982 to 3.2 percent in 1987 and have fallen to 1.5 percent in 1989.

MEDLkN INCOME

Table 25
Table 25 illustrates average weekly earnings, median income of male and

female year-round full-time workers and median family income in constant

dollar amounts. Median income of a full-time year-round male worker in

1988 is below each and every year in the 1970's.
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ADMINISTRAnON PROPOSALS

Table 26

Table 26 illustrates 0MB estimates of deficit reduction proposals by
major category. In 1991, the Administration proposes to decrease defense
spending by $3.2 billion relative to the GRH baseline. Non-defense discre-
tionary spending is to be increased by $1.0 billion, entitlements are to be
reduced by $13.9 billion, and revenues are to be increased by $13.9 billion.

Table 27

Table 27 illustrates management., asset sales and non-recurring savings in
the fiscal year 1991 budget.

Table 28

Table 28 compares the Administration budget proposals to sequestration
assuming an 0MB deficit projection of $85 billion. Defense programs would
receive a $10.3 billion outlay reduction under sequestration compared to a
$3.2 billion decrease under the Administration budget proposals. Non-de-
fense discretionary programs would receive a $8.0 billion reduction under
sequestration and a $1.0 billion increase under the Administration budget
proposals.

Table 29

Table 29 illustrates preliminary estimates by the Administration for budget
proposals affecting programs within the jurisdiction of the Committee on
Ways and Means. Medicare legislative proposals are projected to reduce out-
lays by $5.5 billion in fiscal year 1991 increasing to $15.2 billion by fiscal
year 1995. The Administration also proposes to end the Trade Adjustment
Program for a total savings of $1.1 billion over the next five years.

Table 30

Table 30 illustrates revenue proposals within the jurisdiction of the Com-
mittee on Ways and Means.
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TABLE 3. - FEDERAL EFFECTIVE TAX RATES FORDIFFERENT KINDS OF TAXES FOR ALL FAMILIES

=====================================================
% Change1977 1980 1985 1990 1980—90

INDIVIDUAL INCOME TAX

Quintj].e
== S = == =

Lowest —0.6 —0.4 —0.1 -1.5 NSecond 3.5 4.5 4.0 3.5 —22.0Third 7.0 8.1 6.8 6.7 —17.2Fourth 9.6 11.0 9.2 9.0 —17.9Highest **16.0 17.1 14.4 15.6 —8.8

Top 10 % 18.1 18.9 15.8 17.3 —8.5Top 5 % 20.1 2Q.7 17.2 18.9 —8.6

Overall ii.i 12.3 10.7 11.3 —8.4

SOCIAL INSURANCE TAX

Quintj].e

Lowest 5.3 5.4 6.9 7.6 41.1Second 7.6 7.9 9.2 10.1 27.6Third 8.1 8.7 9.8 10.7 23.3Fourth 7.8 8.7 9.8 10.6 22.1Highest 5.2 5.9 6.7 6.8 16.5

Top 10 % 4.1 4.7 5.5 5.5 16.2Top 5 % 3.0 3.5 4.0 4.0 15.6

Overall 6.5 7.2 8.2 8.6 19.7

CORPORATE INCO TAX

Quintj].e

Lowest 2.8 1.3 1.0 1.1 15.1Second 2.,? 2.9 1.3 1.6 —15.7Third 3.0 2.2 1.5 1.8 —17.1Fourth 3.2 2.4 1.7 2.0 —17.1High.st 5.0 3.7 2.4 2.8 —23.6

Top 10 % 5.8 4.2 2.6 3.1 —27.0Top 5 % 6.8 4.9 2.9 3.3 —31.2

Overall 3.9 2.9 1.9 2.3 —19.1
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TABLE 4. - TOTAL FEDERAL EFFECTIVE TAX RATES
BY FAMILY TYPE (by quintile)

======—============================================
% Change

1977 1980 1985 1990 1980—90

For Families With Children
==== == == = == = = = == = ===== = == =
Lowest ** 10.2 9.4 11.9 10.0 7.2
Second 17.4 17.8 18.4 18.8 5.3
Third 20,7 21.6 21.3 22.1 2.5
Fourth 22.5 23.9 23.2 23.9 —0.3
Highest 26.8 27.1 24.2 26.3 —2.9

Overall 22.2 23.0 22.2 23.4 2.1

For Elderly Households
=== ==

Lowest s.i 3.6 2.7 2.7 25.)
Second 6.6 5.1 3.7 4.5 —12.1
Third 9.5 8.4 7.0 7.9 —6.3
Fourth 13.2 12.9 10.8 12.3 —4.7
Highest 23.5 24.6 20.8 21.9 —11.2

Overall 16.3 16.8 14.5 16.0 —4.9

For Non-Elderly House-
Holds Without Children

==
Lowest 12.2 11.0 13.8 14.2 28.5
Second 17.1 17.9 18.8 19.8 10.7
Third 20.9 21.5 21.5 22.8 6.0
Fourth 23.3 24.4 23.4 24.4 0.1
Highest 28.2 28.3 25.0 27.0 —4.6

Overau 25.5 25.8 23.9 25.4 —1.4

Source: Congressional Budget Office (CBO) Tax
Simulation Model

Note: Table reads for fig.ire with double asterisk
(**) that for families with children in the lowest
20 percent in incone of the total population in
1977, total federal taxes were 10.2 percent of
income.
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TABLE 8. -SHAREs OF TAX URDNS FOR DIFFERENT
KINDS OF TAXES FOR ALL FAMILIES
(by uinti1@1 th jceit)

. Difrnce
1977 98O 1985 1990 1990'='1980

INDIVIDUAL flCONE

Lowet '0,3 ''O.2 000 ''O. 0.3
Second 3,4 3,8 3.5 2.9 '0.9

Third 9.9 10.2 9.. 8. 1.6
Fourth 19.6 20.1 19.0 17. 2.9
Highest * 67,4 66.0 68.1 71.8 5.8

TOTAL 100.0 100.0 100.0 100.0 000

Top 10 % 50.1 48.8 51.5 56.1 7.3

Top 5 % 37.5 36.0 39.0 44.1 8.1

SOCIAL INSURANCE

Lowest
Second
Third
Fourth
Highest
TOTAL

4.0
12.4
19. 5

27 • 0
37.1
100.0

3.4
11.5
18.8
27,2
38.9

100.0

3.2
10.7
17.8
26.5
41.6
100.0

3.3
10.8
17.9
26,5
41.4

100. 0

''0. 1

.7

.., 7
2.5
0.0

Top 10 % 19.3 20.9 23.2 23.4 2.5
Top 5 % 9.5 10.4 12.0 12.3 L9

CORPORATE

Lowest 2.3 2.1 1.9 1.8 —0.3
Second 7.3 6.8 6.4 6.3 —0.5
Third 12.0 11.7 11.5 11.1 ''0.6

Fourth 18.4 18.8 18.7 18.4 —0.4
Highest 59.7 60.4 61.3 62.4 2.0
TOTAL 100.0 100.0 100.0 100.0 0.0

Top 10 % 45.8 46.2 46.6 48.1 1.9
Top 5 % 35.8 35.7 35.9 37.3 1.6





Source: CBO Tax Simulation Model

Note: Table reads for figure with double asterisk
(**) that the second quintile in income of the
total population in 1977 contained 30.0 million
persons living in families with children.

* Excludes persons living in families with
negative or zero incomes. These persons are included
in the totals.
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TABLE 9. - DISTRIBUTION OF PERSONS AMONG
DIFFERENT FAMILY TYPES (in millions)

% Change
1977 1980 1990 1980—90

ALL FAMILIES

Lowest *
Second
Third
Fourth
Highest
TOTAL

40 • 6
42.9
42.9
42.9
42.9
214.4

42.1
44 • 9
45.0
45.0
45 • 0

224.9

FANILES WITH CHILDREN

Lowest *
Second
Third
Fourth
Highest
TOTAL

27.6
** 30.0

30.5
26.0
17. 1

132. 5

47.3
49.9
49 • 9
49.9
49 • 9

249.3

31.9
31.8
30.3
25.5
18. 6

139.3

6.0
7.2
6.4
6.6
7.5

33.9

12. 5

11 • 0
10.8
10.9
10.9
10.9

12.0
6.1

—0.9
—3. 1
7.9
3.8

—10 • 3

11.5
40.6
55.8
37.0
22.8

ELDERLY HOUSEHOLDS

28.5
29.9
30.5
26.3
17 . 3

134.2

6.6
6.5
4.6
4.3
5.5

27.6

Lowest *
Second
Third
Fourth
Highest
TOTAL

NON-ELDERLY

6.3
5.5
4.0
3.9
5.1

24.9

HOUSEHOLDS WITHOUT CHILDREN

Lowest * 6.8 7.0 9.5 36.0
Second 7.4 8.5 10.9 28.0
Third 8.4 9.9 13.2 33.0
Fourth 13.0 14.4 17.7 23.0
Highest 20.7 22.2 23.7 6.7

TOTAL 57.0 63.1 76.1 20.6



TABLE 10. - INCOME AND DEMOGRAPHIC CHARACTERISTICS OF THE POPULATION FOR 1990

=============—=====—
Average

—==========—
Families

—====——=======

With
=—===——====

Elderly Non-Elderly Total
Pre-Tax Children W/Out Children
Family (number in
Income aillions) (Percentage Composition of Persons By Family Type)

QUINTILE

Source: Congressional Budget Office (CBO) Tax Simulation Model

Lowest
Second
Third
Fourth
Highest

$7,725
$19,348
$30,964
$44,908

$105,209

20.3
20.1
19.7
20.3
20.9

67.4
63.7
60.7
51.1
37.3

12.7
14.4
12.8
13.2
15.0

20.1
21.8
26.5
35.5
47.5

100.0
100.0
100.0
100.0
100.0

TOTAL $41,369 102.7 55.9 13.6 30.5 100.0

TOP 10%
TOP 5%

$144,832
$206,162

10.7
5.4

N/A
N/A

N/A
N/A

N/A
N/A

N/A
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Table 11. - Individual Income Taxes and Payroll Taxes
By Income Quintile

Effecth'c Tax Rates
Indidua1 Soda] 1nsuran

PerntageofFamffiesPayng
Some Ta,s Vo Pay Lari

Sociai Sccuiity Ta
than !nJne Tas

Employee Emp1o)e andAfl Federal
Taxes Income Taxes Paoll Taxes Share Only Empor Share

1990

All Familk

Lowesz Quintile 9.7 -1.5 7.6

33 10.1

97.0 98.1
68.4 903Second QuinLile 16.7 7 10.7 272 79.4Middle QuinLile

9.0 10.6 9.7 69.0Fowt1 QuinLile 22.5
15.6 6.8 2.8 27.8}{igbciQuini1e

Afl Famflie5 23.0 113 8.6 34.4 69.4

Families Paying Sodal Security Taxes

Lowest Quintile 13.4 -23 11.8

4.1 122
97.9 99.1

72.8 963Second QuinLile 193
Ui 30.9 90.1Middle QuinLile 22J 72

93 11.7 11.0 78.7Fourth QuinLile 23.8
15.8 7.6 32 3L7HigeM QuinLile 26.5

All Families 24.4 11.7 9.7 38.0 76.6

177

• All Families

LowsZ Quintile 93 06 53
7.6

97.6 98.6

60.0 91.9Second QuinLile 15.6 33
8.1 17.1 71.7Middle QuinLile 19.6
7.8 5.6 33.0Fourth QuinLilc 21.9

161) 52 1.4 63HigheM QuinLile 27.1

Afl Families 212 11.1 63 28.9 533

FamUei Paying Social Securily Taxes

Lo Quintile 118 .0.9 8.7

4.0 92
98.8 99.8
62.7 96.0Sccond Quirdile 17.6

7.4 9.1 18.5 77.9Middle QuinLile .7
9.9 8.6 63 36.7Fourt1 QuinLile 7

163 5.7 13 72HigbcZ Quintile 273

Afl Families 23.9 11.6 7.4 312 57.8

SOURCE: Congresionl Budgel Office lax sirnu1atio modeLs



Table 12. - Comparision of Income Taxes and Payroll Taxes by Level of Family
Income, 1990 (Number of families including single individuals, in thousands)

Family Income
(in thousands)

No Income Payroll
Taxes Tax Tax

Only Only

Employer and
Employee

Payroll Payroll
Tax > Tax =<
Income Income
Tax Tax

Employee
Only

Payroll Payroll
Tax > Tax =<
Income Income
Tax Tax

All

Less than $10
$10—$20
$20—$3o
$30—$4o
$40—$so
$50—$75
$75—$100
$100 or more

18,982
19,872
17,502
14,267
9,396

13,038
5,069
4,573

9,858
3,653

848
52
21
18
12
0

137
1,702
2,237
1,659

983
1,067

327
317

3,663
1,083

323
47
13
9

3

5

5,211
12,967
12,711
9,864
6,283
7,147
1,440

394

112
466

1,382
2,645
2,096
4,797
3,287
3,856

5,073
7,733
6,068
3,551
1,453
1,063

145
61

251
5,701
8,026
8,958
6,925

10,881
4,583
4,189

All Incomes 102,697 14,463 8,429 5,146 56,017 18,642 25,146 49,513

Source: CBO tax simulation model

tM
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Table 13. - CBO BASELINE REVENUE PROJECTIONS BY SOURCE
(By fiscal year)

Actual Base Projected

Major Source 1989 1990 1991 1992 1993 1994 1995

In Billions of Dollars

Individual Income 446 490 529 564 602 641 682

Corporate Income 103 102 111 116 120 126 134

Social Insurance 359 388 412 437 465 495 526

Excise 34 36 34 32 33 34 35

EstateandGift 9 9 10 10 10 11 11

Customs Duties 16 17 18 19 21 22 24

Miscellaneous 23 25 25 25 26 26 27

Total 991 1,067 1,137 1,204 1,277 1,355 1,438

As a Percentage of GNP

Individual Income 8.7 9.0 9.1 9.1 9.1 9.1 9.1

Corporate Income 2.0 1.9 1.9 1.9 1.8 1.8 1.8

Social Insurance 7.0 7.1 7.1 7.1 7.1 7.1 7.0

Excise 0.7 0.7 0.6 0.5 0.5 0.5 0.5

Estate and Gift 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Customs Duties 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Miscellaneous ..QA _Qd ..Q _2A _Qi ..Qi

Total 19.2 19.6 19.6 19.5 19.4 19.3 19.3

SOURCE: Congresiional Budget Office.



Table 14. - FEDERAL REVENUES BY SOURCE, IN NOMINAL DOLLARS AND AS A PERCENTAGE OF
GNP FOR FISCAL YEARS 1965, 1970, 1975, 1980, 1985, 1990, AND 1995

0 Revenue
source by type of tax 1965 1970 1975 1980 1985 1990 1995

In nominal dollars (billions):
Individual Income 48.8 90.4 122.4 244.1 334.5 490 682Corporate Income 25.5 32.8 40.6 64.6 61.3 102 134Social Insurance 22.2 44.4 84.5 157.8 265.2 388 526Excise 14.6 15.7 16.6 24.3 36.0 36 35Estate and Gift 2.7 3.6 4.6 6.4 6.4 9 11Other 3.0 5.8 10.4 19.9 30.6 42 51

Total 116.8 192.8 279.1 517.1 734.1 1,067 1,438

As a percentage of GNP:
Individual Income 7.2 9.1 8.0 9.1 8.5 9.0 9.1Corporate Income 3.8 3.3 2.7 2.4 1.6 1.9 1.8Social Insurance 3.3 4.5 5.5 5.9 6.7 7.1 7.0Excise 2.2 1.6 1.1 0.9 0.9 0.7 0.5Estate and Gift 0.4 0.4 0.3 0.2 0.2 0.2 0.2Other 0.4 0.5 0.6 0.8 0.8 0.8 0.7

Total 17.3 19.5 18.3 19.4 18.6 19.6 19.3

Note: Columns may not add due to rounding.

Source: Congressional Budget Office, "The Economic and
Budget Outlook: Fiscal Years 1991—95."
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Table 15 -- CBO AND 0MB BASELINE ES'IMATES (C1ThREW SERVICES)
(fiscal year, in billions of dollars)

1990 1991 1992 1993 1994 1995

Revenues
CB0
0MB

1,067
1,073

1,137
1,156

1,204
1,235

1,277
1,324

1,355
1,402

i,438
1,481

Outlays
CB0
0MB

1,205
1,195

1,275
1,257

1,339
1,308

1,415
1,363

1,485
1,415

1,555
1,468

Deficit
CBo
0MB
CBO**

138
122
161

138
101
149

135
73

135

2.41

39

142

130
13

128

118
(13)

117

Deficit Targets 100 64 28 0 * *

as a percentage of GNP

Revenues — CBO 19.6 19.6 19.5 19.4 19.3 19.3

outlays — CBO
CB0
0MB

22.1 22.0 21.7 21.5 21.2 200

Deficit — CB0 2.5 2.4 2.2 2.1 1.8 1.6

Note: Totals include Social Security wiici is off—budget.

Sources Congresaional Budget Office; Office of Management and Budget.

indicates surplus

* The Balanced Budget Act sequestration procedure and deficit
targets expire at the end of fiscal year 1993.

** Deficit including Postal Service, Fare Credit System,
Financial Assistance Corporation (FCC), Financing Corporation
(FICO) and Resolution Corporation (REFCORP).
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Table 16. TRUST FUND SURPLUSES IN THE CBO BASELINE
(By fiscal year, in billions of dollars)

'rrut Fund 1990 1991 1992 1993 1994 1995

SocialSecurity 66 74 85 98 112 128
Medicarea 21 18 18 16 15 14
Military Retirement 13 14 14 15 15 15
Civilian Retirernentb 20 20 22 22 24 25
Uneuployment 7 5 4 4 3 3
Highway and Airport 3 1 c -1 4
Otherd 3 2 2 2 2 1

TotalTrutFundSurplus 132 136 145 157 170 185

Federal Funds Deficit -270 .273 -280 -297 -299 .303

Total Deficit -138 -138 .135 .141 -130 -118

SOURCE; Cengreesionei Budget OflicQ.

a. Hoepital lnuzance al)d Supplementary Medical Inouraice.

b. ncludeo Civil Service Retirement. Foreign Service Retirement, and eeverl smeller (undo.

c. Lees than $500 million.

d. Primarily Railroad lletirenent. Employcec Health Lnournne and Life [naurance, &nd Hazardous
Sibetance Superfund.
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Table 17. - CBO BASELINE OUTLAY PROJECTIONS FOR
MAJOR SPENDING CATEGORIES (By fiscal year)

Actual Base Projected

SpendingCategory 1989 1990 1991 1992 1993 1994 1995

In Billions of Dollars

National Defense 304 297 307 318 328 345 355

Nondefense Discre-
tionary Spending 191 205 219 229 237 245 254

Entitlements and Other
Mandatory Spending 544 584 624 664 718 758 809

Net Interest 169 180 185 192 199 205 209

Offsetting Receipts ... _.Q _. _... ... .... ...22

Total 1,143 1,205 1,275 1,339 1,418 1,484 1,555

As a Percentage of GNP

National Defense 5.9 5.4 5.3 5.1 5.0 4.9 4.8

Nondefense Discre-
tionary Spending 3.7 3.8 3.8 3.7 3.6 3.5 3.4

Entitlements and Other
Mandatory Spending 10.6 10.7 10.8 10.7 10.9 10.8 10.8

Netlnterest 3.3 3.3 3.2 3.1 3.0 2.9 2.8

Offsetting Receipts .12 .U .LQ .L2 .L2 .L2 .L2

Total 22.2 22.1 22.0 21.7 21.5 21.2 20.8

SOURCE: CongTeleionsl Budget Offlee.
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Table 18. CBO BASELINE OUTLAY PROJECTIONS FOR ENTITLE.
MENTS A4D OTHER MANDATORY SPENDING
(By fiscal year, in billions of dollars)

Actual
Category 1989

Baae
1990

— Proiectd
1991 1992 1993 1994

Meacs-Tested Program.

Methcaid 35 39 45 51 57 63 70
FoodSt.smp' 14 15 16 17 18 19 19
SupplementalSecuritybcome 11 11 13 14 15 18 18
FamilySupport 11 12 13 14 15 15 16
VeteranPenaiona 4 4 4 4 4 4 4

Child NuUitio 5 5 5 6 6 6 6
EarnedlncomeTazCredit 4 4 4 5 5 5 5

SaffordLoan 4 4 4 4 4 4 3

Other 1 2 2 2 2 3 3

Total, Means-
Tested Progra!n 89 97 108 116 125 137 146

Non-Mean-Teated Program.
Social Security 230 247 263 280 298 316 335
Methcare 94 104 116 jj 147 165 183

Subtotal 325 351 380 411 445 480 518

Other Retirement and Dieability
Federal civilian 32 34 39 41 44 47 51
Military 20 22 23 24 26 27 29
Other 5 5 5 5 6 6 6

Subtotal gj 67 71 75 ã
UneploymentCopenution 16 16 17 17 18 19

Other Prograa
Veteani' beneflta4 15 14 15 15 15 17 16
Farpriceiupporta 11 8 12 12 12 11 10

Depoait insurance 21 22 12 8 14 1 2

SociaJ.ei-vie 5 5 8 6 5 5 5

Other' 8 11 10 9 9 8 8
Subttat 59 60 64 50 56 42 41

Total, Non-Meni-
Tested Programi 455 487 517 548 593 621 664

Total
All Entitementa and Other
Mandatory Spending 544 584 624 664 718 758 809

SOURCE: CongTeuional Budpt Office.

NOTE: Speiding f major benefit progrsmi shown in thu table indude. benefita only. Outlay, for
adminJaatve costa of moit benefit progTalns are clauifled as nondefenee diicr.tionary
ipending, and Medicare premium coltectioa .* offsetting r&sipta.

a. Inctude. utriton aauatance to Puerto Rico.
b. FonerIy known u Guaranteed Student Lc..na.
c. Include. Civil Service, Foreign Service, Coaat Guard, and oth& rerement programa, and annu-

itt8' health benefit8.
d. Indudes veterani' coinpensaton. repdjuztment benefita, lif. irilurance. and houaing programa.
e. EcJudes Postal Service outlayi after 1989.
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Table 19. - FEDERAL DEBT AND INTEREST COSTS
IN THE CBO BASELINE (By fiscal yeu-)

Actual Projected
1989 1990 1991 1992 1993 1994 1995

Net Interest Outlays
(In biliioas of dollars)

Interest on Public Debt
(Gross interest)' 241 260 272 287 304 320 334

Interest Received by
Trust Funds

Social Security .11 .16 .22 -27 -34 -42 -50

Other trust fundsb .41 -46 -49 -52 -55 -58 -61

Subtotal .52 -63 -71 .79 -89 -100 -111

Other Interestc .20 .18 .17 .16 .15 .15 .15

Total, Net
Interest Outlays 169 180 185 192 199 205 209

Federal Debt, End of Year
(In billions of dollars)

Grosa Federal Debt 2,866 3,131 3,403 3,681 3,979 4,279 4,584

Lese: Debt Held by
Governuent Accounts

Social Security 157 223 297 383 481 593 721

Other governient

____

accountsb 52() j ...1Q •j4 824 884

Subtotal 677 807 943 1,088 1,245 1,417 1,605

Equals: Debt Held
by the Public 2,189 2,324 2,460 2,593 2,734 2,862 2,979

DebtSubjecttoLimit 2,830 3,084 3,351 3,633 3,937 4,241 4,547

Federal Debt as a Percentage of GNP

DebtHeldbytbePublic 42.5 42.6 42.4 42.0 41.5 40.8 39.9

SOURCE: Cogre.aioahl Budget Otlice.

a. Excludes Lntare.t costa of debt Iuued y agencies other t*n T?taaury (FirilY dpit lxaursne
sgeDcie.).

b. Piacp1Jy Civil Service Rtireent. Military Rtir,ment, Mediar.. UepIo)et Inaurance. the
Higswsy. an4 the Airport and Airway Thst Fundi.

c. Pimiiily iDtereIt on loani.
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Table 21. COMPARISON OF CBO BASELINE PROJECTIONS TO 1980 AND 1985 SPENDING
ADJUSTED FOR POPULATION MJD PRICES (by fiscal yor, in billions

-—CBO Baseline Projections-—
1980 1985 1990 1995

National Defense 134.0 252.7 297.0 355.0
Social Security 117.1 186.5 247.0 335.0
Medicare 33. 69.8 104.0 183.0
Medicaid 14.0 22.7 39.0 70.0
APDC, SSI, Food Stamps* 21.8 30.4 38.0 53.0
Other Entitleients 90.4 127.9 155,9 168.4
Non—defense DiBcretionary 157.6 174.9 205.0 254.0
Net Interest 52.5 129.4 180.0 209.0
Offsetting ReceiptB —30. —48.0 —60.0 —72.0

Total 591.C 946.3 1205.9 1555.4

Increases In Spending Only If Price And Population djustixtents Since 1980
Diff. Front Diff. Front

1990 Baseline 1995 Baseline

National DefenBe 223.7 73.3 282.2 72.8
Social Security 195.4 51.6 246.6 88.4
Medicare 56.6 47.4 71.4 111.6
Medicaid 23. 15.6 29.5 40.5
AFDC, SSI, Food Stamps* 36. 1.6 45.9 7.1
Other EntitleentB 150. 5.0 190.4 —22.0
Non—defense Discretionary 263.0 —58.0 33L9 —77.9
Net Interest 87.6 92.4 110.6 98.4
Offsetting Receipt8 —50.6 —9.4 —63.8 —8.2

Total 986.4 219.5 1244.5 310.9

Increases In Spending Only If rice And Population djustixtents Since 1985
Diff. From Diff. From

1990 Baseline 1995 Baseline

National Defense 309.4 —12.4 390.3 —35.3
Social Security 228.3 18.7 288.1 46.9
Medicare 85. 18.5 107.8 75.2

Medicaid 27.3 11.2 35.1 34.9
AFDC, SSI, Food Stamps* 37. 0.8 47.0 6.0
Other Entitl.ixtent 156.G —0.7 197.6 —29.2
Non-defense Discretionary 214.1 -9.1 270.2 -16.2

Net Interest 158.4 21.6 199.9 9.1
Offsetting Receipts —58. —1.2 —74.1 2.1

Total 1158.6 47.3 1461.7 93.7

Source: Coittee staff based on 1995 CBO projections.

* Includes nutrition aBGistanc to Puerto Rico and child support
enforcement outlays.
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Table 22. — CBO Baseline Projections for Programs within the
Jurisdiction of the Cmmittee on Ways and Means for Fiscal Years
1989—95 (By fiscal yer in billions of dollars)

1989 1990 1991 1992 1993 1994 1995
Actua'

Social Security 230.4 246.6 263.5 280.2 297.9 315.9 334.9
OASI 207.7 222.5 237.8 253.0 268.9 285.2 302.1
DI 22.7 24.1 25.6 27.2 28.9 30.8 32.8

Medicare 94.4 103.9 116.3 130.9 147.1 164.5 183.4
HI 57.5 62.4 67.5 74.7 82.7 90.9 99.4
SMI 36.9 41.5 48.8 56.2 64.4 73.6 84.0

Trade Adjustment 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Unemployment 14.0 15.9 16.1 16.6 17.3 17.8 18.4

Ins.
Family Support 11.2 12.3 13.5 14.2 14.8 15.3 16.1
EITC — Outlays 4.0 4.1 4.3 4.6 4.8 4.9 5.2
SSI 11.5 11.3 13.3 14.2 15.3 17.7 17.6
Title XX — 2.7 2.8 2.8 2.8 2.8 2.8 2.8

Soc Services
Child Welfare 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Foster Care & 1.3 1.7 2.1 2.3 2.5 2.8 3.2

Adoption Asst.
SMI Premium 11.6 11.6 11.9 12.6 13.4 14.2 15.0

Total 381.3 410.8 444.3 478.9 516.2 556.6 597.2

OASI and DI numbers are the account entitlements minus normalized
transfers. Actuals inc'ude benefits, demonstration projects,
vocational rehabilitation, railroad and treasury administration.
SMI and HI numbers are entitlement account totals. Actuals
include benefits. PROs, Treasury administration and transfers to
REB, OPM and PHS.
Unemployment Insurance equals trust fund entitlement less
repayable advances.
Family Support sums fam.ly support payments and AFDC work
programs.
SSI estimates include only the entitlement portion of the account.
Child Welfare calculate6 by inflating the fiscal year 1990
appropriation.

Source: CBO



FOR MAJOR SPENDING CATEGORIES FOR SELECTED YEARS
NOMINAL DOLLARS, ?.ND AS A PERCENT OF GNP

(by fiscal year)

Table 23. — OUTLPYS
IN

1965 1970 1975 1980
in nominal dollars

1985
(billions)

1990

297

1995

355National Defense 50.6 81.7 86.5 134.0 252.7
247 335Social Security 17.1 29.4 63.1 117.1 186.5

69.8 104 183Medicare xxx 6.8 14.1
39 70Medicaid 0.3 2.7 6.8 14.0
38 53AFDC, SSI, Food Stamps xxx 6.5 14.5 22.8

127.5 156 168Other Entitlements 17.1 20.8 57.3
254Non—defense Discretionary 32.5 45.1 85.3 156.6

52.5
175.8
129.4

205
180 209Net Interest 8.6 14.4

—72Offsetting Receipts —8.0 —11.6 —18.5 —30.3
509.9

—49.5
946.2 1205 1555Total 118.2 195.6

Memo: GNP 672.6 990.2 1522.5 2670.6 3943.6 5456 7462

Natio1 Defense 7.5 8.3

as a

5.7

percent

5.0 6.4 5.4 4.8
4.5Soclail. Security 2.5 3.0 4.1 4.4 4.7

1.8 19 25Medicare XXX 0.7 0.9 1.3
0.9?edicaid 0.0 0.3 0.4 0.5

0.9
0.6
0.8 0.7 0.7AFDC SSI, Food Stamps xxx 0.7 1.0

3.4 3.2 2.9 2.3Otha Entitlements 2.5 2.1 3.8
Nodfense Discretionary 4.8 4.6 5.6

1.5
5.9
2O

4.5
3.3

3.8
3.3 2.8t Xirterest 1.3

1OOffsttig Receipts —1.2 1.2 —1.2 —I1
191

—13
24O 22.1 20.8Total 176 19.8

eo: Social Security.
7.1 7.1 7.94e1icare and Medicajd 2.6 3.9 5.5

Source: Congresiona1 Budget Office

0



TABLE 26. - ADMINISTRATION'S FISCAL YEAR 1991 MAJOR POLICY INITIATIVES
(by fiscal year, in billions of dollars)

Defense

Discretionary

Entitlement Savings
Medicare

Increased Taxes

User Fees

Asset Sales

Undistributed Offsetting
Receipts
TOTAL--Policy Changes

Net Interest

TOTAL DEFICIT REDUCTION

Memorandum
Defense as a % of Total

Medicare as a % of Total

1991 1992 1993 1994 1995 1991—1995

—3.2 —8.9 —16.7 —24.9 —33.9 —87.6

1.0 -- 1.7 - 0.1 -1.1 —3.7 —2.0

—13.9
(—5.5)

—20.1
(—8.2)

—24.3
(—10.3)

—28.4
(—12.6)

—32.5
(—15.2)

—119.2
(—51.8)

—13.9 —11.4 —4.1 —6.7 —5.6 —41.7

—5.6 —3.8 —5.2 —3.4 —4.9 —22:9

—1.6 —1.4 —1.5 —1.4 —1.4 —7.3

—0.6 —0.5 —0.5 —0.7 —0.4 —2.7

—37.8 —44.4 —52.2 —66.6 —82.4 —279.4

—1.3 —4.1 —6.9 —10.7 —15.0 —38.0

—39.1 —48.5 —59.1 —77.3 —97.4 —317.4

(a)'0

Source: 0MB, Baseline assumes an adjusted GRH

8.2 18.4 28.3 32.2 34.8 27.6

14.6 18.5 19.7 18.9 18.4 18.5
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TABLE 29. - MAJOR SPENDING REDUCTIONS WITHIN THE JURISDICTION
OF THE COMMITTEE ON WAYS AND MEANS

(by fiscal year, in billions)

TOTAL
1991 1992 1993 1994 1995 1991—1995

SPENDING

AFDC * * * * * —0.2

Foster Care —0.1 —0.3 —0.5 —0.7 —0.8 —2.4

Medicare
Hospital
Capital —1.6 —2.0 —2.2 —2.4 —2.6 —10.8
Education Proposals —1.3 —1.5 —1.7 —1.8 —2.0 —8.2
PPS Update —0.6 —0.8 —0.9 —0.9 —l —4.3
Outpatient Reforas —0.7 —0.9 —1.1 —1.2 —1.4 —5.3

Total——Hospital —4.2 —5.3 —5.8 —6.3 —7.0 —28.5

Physicians —1.1 —1.9 —2.3 —2.6 —3.0 —10.9

DHE—Proposals —0.3 —0.4 —0.5 —0.5 —0.6 —2.2

Clinical Labs * —0.1 —0.1 —0.2 —0.2 —0.6

Increase Part B Pres. 0 —0.7 —1.8 —3.1 —4.8 —10.4

Other —0.1 —0.1 —0.1 —0.1 —0.1 —0.5

liMo Payments —0.2 —0.3 —0.3 —0.3 —0.3 —1.3

TOTAL——Medicare —5.5 —8.2 —10.3 —12.6 —15.2 —51.8

Social Security * * * * * —0.1

SSI * —0.1 —0.2 —0.2 —0.2 —0.7

End Trade Adjustment —0.1 —0.2 —0.2 —0.2 —0.2 —1.1

Use IRS for Veteran's —0.1 —0.2 —0.2 —0.2 —0.2 —0.9
Income Eligibility

GRAND TOTAL——Spending —5.9 —9.0 —11.4 —13.9 —16.6 —57.0

Source: 0MB
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TABLE 30. — MAJOR REVENUE ±NCRZASES WITHIN THE JURISDICTIONOF THE COMMITTEE ON WAYS AND MEANS (by fiscal year, in billions)

TOTAL1991 1992

Capital Gains Reduction 4.9 2.8

Speedup of Taxes 1.0 2.2

1.2

—3.1

1.7

0.0

1.4

0.0

12.0

Revenue
0.1

Increa,..
OASDI And HI Coverage
To State

3.8 3.9 4.0 4.2 4.3 20.2Local Ep.
Airport and
Trust Fund *

0.5 0.8 0.9 0.9 1.0 4.1
Extend Telephone
Exciie

1.5 2.5 2.7 2.9 3.1 12.7Tax
Other

Total
0.9
6.7

1.2
8.4

1.2 1.1 1.1 5.5

Revenue

9.1 9.5 42.5

IRA Proposals
RIE
Energy Tax
Enterprise Zone Tax

Child Care Tax Credits
Low Income Houaing Cr.
Ext. of Health Insur.
For Self-Employed

—0.2
—0.9
—0.3
—0.1

—0 .2

—0.1
—0.2

—0.7
—1.6
—0.4
—0.2

—1.8
—0.3
—0.4

—1.1
—1.9
—0.4
—0.3

—2.0
—0.4
—0.5

—1.4
—2. 1

—0.5
—0.5

—2.2
—0.4
P0.5

—1.7
—2.5
—0.5
—0.8

—2 . 3

—0.4
—0.6

—5.1
—9.0
—2. 1

—1.9

—8.5
—1.6
—2 . 2

TOTAL——Revenues 10.6 8.0 0.3 3.2 2.1 24.2

Custom Service User Fees 0.8 0.8 0.8 0.9 0.9 4.2

Total——Rev, and Uaer FeeS 11.4 8.8 1.1 4.1 3.0 28.4
GRAND TOTAL——DEFICIT 17.3 17.8 12.5 18.0 19.6 85.2REDUCTION (inc. spending)

* Only additional taxes are ehown here. The extension of the basicairport taxes and permanent Buspension of the trigger are assumed inthe baseline.
** Not all the user fee proposals within the jurisdiction of theCommittee ay be reflected here.

Source: 0MB and Treasury





PART 2—DESCRIPTION OF PROPOSALS AFFECTING
PROGRAMS WITHIN THE JURISDICTION OF THE
COMMIrrEE ON WAYS AND MEANS

MEDICARE
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21. Part B Premium

Current law and background
From 1984 through 1990, the Part B premium has been set at 25 percent

of program costs for the elderly and adjusted for interest income to provide
for an appropriate contingency margin. The remaining 75 percent is covered
by general revenues. In 1991, however, the method for calculating the pre-
mium will revert to the formula used prior to 1984. Namely, increases in the
Part B premium will be limited by the Social Security cost-of-living adjust-
ment (COLA).

Description of proposal
The budget proposes to set a floor on the rate increase each year, begin-

ning in calendar year 1991, at a level that would be necessary to finance 25
percent of the program.



SUPPLEMENT SECURITy INCOME
1. Fee for Administration of State Supplementation
Current Law and Background

The Social Security Administration administers the State supplementationof SSI benefits i 17 States and the District of Columbia. No fee is chargedfor this service.

Description of Pfroposal

Assess a fee fOr administration of State supplementation programs.

(55)





SOCIAL SECURITY

1. Coverage of State and Local EmpJoyees Not Covered by A Public Re.
tirement Program

Current law anr background

State and Ioca employees are covered by social security under agreements
between the state and the Secretary of Health and Human Services. The state
has broad latituçle to decide which groups of employees are covered. In
some cases wheile states have elected not to provide coverage, a part of their
work force does not participate in any public retirement plan. Most of these
individuals are temporary workers, pan-time workers, and students employed
by state universities.

Description of pioposaJ

The proposal would require social security coverage for individuals not
covered by the public retirement program.

2. Coverage of All New Employees of the District of Columbia

Current law and 5ackground

Since October 1, 1987, new District employees have been covered by
social security unless they participate in one of the city's three special retire-
ment programs. These programs cover police and fire fighters, teachers, and
judges.

Description of prQposal

The proposal would make social security coverage for new District em-
ployees universal by extending iL to new employees covered by these three
systems.

3. Recoupment of Certain Overpayments through Income Tax Refund
Offset

Current law and ackground

A federal agency that is owed a past-due, legally enforceable debt, other
than a social securny overpayment, can collect it by having the Internal Rev-
enue Service withhold or reduce the debtor's income tax refund.

Description of prposaJ

The proposal 'ou1d authorize SSA to use this system to recover overpay-
ments from two groups of individuals: (1) former beneficiaries and (2) bene-
ficiaries who are not in current pay status (i.e., whose monthly check has
been suspended due to earnings).

(59)
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4. Preeffectuation Review Requirements

Current law arid background
The Social Security Act Amendments of 1980 require the Secreta'y of

I{HS to review 65 percent of favorable disability determinations made by
State Disability Determination Services (DDSs) before the decision becomes
effective. The review applies to favorable decisions on initial claims, recon-
siderations, and continuing disability investigations.

Description of proposal
The proposal would require the Secretary to review 50 percent of DDS

allowances and 25 percent of continuances. The 50 percent requirement
would apply both to initial claims and reconsiderations. To the extent feasi-
ble, the reviews would focus on allowances and continuances that are likely

to be incorrect..

5. Normalized Tax Transfers to the Trust Funds

Current law arid background
The Treasury credits the social secvirity trust funds at the beginning of the

month with the paymll tax revenues that it estimates will be received during
the month. This practice, known as the normalized tax transfer, was institut-
ed in 1983, when the trust funds had virtually no reserves and faced a
monthly cash flow problem. While the trust funds earn additional interest as
a result of this advance crediting, the social security trust funds reimburse
the Treasury each June and December for the loss of revenue from interest
the general fund would have received if the transfer had taken place on a
daily basis. It is an even exchange of funds. In addition, however, advanced
crediting enables the social security trust funds to purchase bonds at the be-
ginning of each month, giving the trust funds a wider investment portfolio.
As a result, the trust funds are in a position to sell short-term, low interest
bonds to meet their monthly benefit obligations and preserve their invest-
ments in long-term, high interest bonds.

Description of proposal
The proposal would eliminate the practice of crediting the trust funds in

advance and instead would return to a system of transferring social security
payroll tax receipts on a daily basis as the Treasury receives them. The
Social Security Administration's Office of the Actuary estimated in 1989
that eliminating the normalized tax transfer would cost the trust funds be-
tween $1004200 million per year in lost interest depending on economic
assumptions. There would be no revenue loss within the unified budget be-
cause the Treasury, as issuer of the bonds, would pay less interest.

6. Benefits for Adopted Children

Current law arid background
A child adopted by the surviving spouse of a deceased worker must meet

several tests in order to be entitled to benefits as a surviving adopted child.
First, adoption proceedings must have been initiated prior to the worker's
death or the adoption must have beeti completed within 2 years of the work-
er's death. Second, the child must have been living in the worker's home
and cannot have been receiving support fmm any source other than the
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worker and the spouse (i.e. a welfare agency) in the year prior to the work-
er's death.

Description of pPoposal

The proposal would change the support requirements to permit entitlement
if the child eithr lived with the worker or received one-half support from
the worker in the year prior to death. The requirements relating to the timing
of the adoption are not changed.

7. SSA Staffing (non-legislative proposal)

After six corsecutive years of staffing reductions, SSA has recently
reached its goal pf reducing the size of the agency by 20 percent. The fiscal
year 1991 budget includes no further staff reductions. Rather, it proposes to
stabilize agency staff at a level of 62,875 full-time equivalents (FFEs), a
modest increase øf 375 positions over last year.



RAILROAD RETIREMENT

1. Privatization of Railroad Retirement

Current law and background

The railroad retirement system is a federally-administered retirement pro-
gram that pays social security-type benefits (Tier 1) and private pension-type
benefits (Tier 2 and other benefits) to railroad workers and their families.

Description of proposal

The proposal would privatize the railroad retirement system. Tier 1 bene-
fits would be paid by the Social Security Administration. Tier 2 and other
benefits would be converted to a privately-administered industry pension.

2. Social Security Benefits for Railroad Retirement Dependents

Current law and background
Railroad retirement Tier 1 benefits are in most cases identical to social

security benefits and are computed under the social security benefit formula,
However, benefits for certain dependent family members that would be pay-
able if the worker had worked under social security are not paid at all under
railroad retirement. These dependents include the child of a retired or dis-
abled worker, the retired divorced spouse of a railroad worker who has not
yet retired, the spouse or divorced spouse of a disabled worker, and a sur-
viving spouse who elects to withdraw pre-1974 taxes paid under railroad re-
tirement in a lump sum rather than receiving monthly benefits. In addition,
railroad retirement does not pay a lump sum death benefit if the recipient of
the benefit is entitled to a railroad retirement benefit for the month of the
worker's death.

Description of proposal
The proposal would pay social security benefits to those family members

of railroad workers who do not receive benefits that they would be eligible
for had the worker been employed under social security.

(6)



SOCIAL SECURITY AND BUDGET PROCESS

The President proposes to create a Social Security Integrity and Debt Re-
duction fund. Beginning in 1993, an amount equal to an increasing portion
of the projected social security annual surplus (30 percent in fiscal year
1993, 100 percent in fiscal year 1994 and thereafter) would be paid into this
fund from the general fund. The amount would be an outlay from the gener-
al fund and would increase the size of the deficit. Gramm-Rudman-Hollings
(GRH) targets would be extended to require balance in the unified budget
for 1993 and thereaftet. Thus, additional deficit reduction equal to the
amount of the payment into the debt reduction fund would be required each
year ($17 billion in fisGal year 1993 and $62 billion in fiscal year 1994).
The amounts in the fun1 would be used to reduce federal debt held by the
public.

The impact of the prdposal is to increase the amount of deficit reduction
which must be accomplished to reach GRH targets. As under current law,
the unified federal budget (including social security) would be balanced by
1993, and thereafter any 'additional deficit reduction would retire federal debt
and increase national savings. The amount of reserves in the social security
trust funds would not tie affected. Because these trust funds remain on-
budget, cuts or increases in social security benefits and taxes would be
counted for purposes of reaching the GRH targets.

(63)





PART 3--READINGS

Statement of Robert D. 1(eischauer, Director, Congressional Budget Office

Before the Committee on the Budget, U.S. House of Representatives
January 31, 1990

Mr. Chairman, I am p'eased to appear before the Committee this

afternoon to discuss the latest economic and budget projections of the

Congressional Budget Office (CBO). These projections are described in

detail in the CBO report titled The Economic and Budget Outlook:

Fiscal Years 1991-1995,which is being released today.

CBO forecasts that the U.S. economy will grow by almost 2 percent

in 1990 and slightly faster next year. The restrictive monetary policy

that was in force from 1987 through mid-1989 is still tending to slow

the economy, as will the tighter fiscal policy slated for 1990. The

Federal Reserve began to loosen monetary policy in June 1989, and

CBO expects that it will continue to encourage lower interest rates for

most of this year. CBQ forecasts that this policy will succeed in

avoiding a recession in 1$90 without boosting inflation.

CBO estimates that the federal budget deficit will fall from $152

billion in fiscal year 1989 to $138 billion in 1990. Over the next few

years, no further progress in reducing the deficit can be expected under

current budgetary policies. The Balanced Budget Act requires a deficit

of $64 billion in 1991 ad a balanced budget in 1993. But without

spending cuts or tax increases, the deficit in 1993 is likely to be no

lower than in 1990. Figure 1 compares CBO's baseline budget projec-

tions for 1990 through 195 with the statutory targets.

(67)
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Social Security Piojections

The Balanced Btdget Act currently includes Social Security in its

calculations and makes Social Security subject to the same fiscal

discipline as the rest of the budget. From an economic perspective, this

approach makes sense. The purpose of reducing the deficit is to

increase national saving, which can spur economic growth and capital

formation. The federal budget deficit absorbs private saving, thereby

impairing the growth of living standards. The annual balance in the

Social Security programs affects national saving in exactly the same

way as the balance in any other government account.

Thus, the mo8t appropriate measure of the impact of the federal

budget on the ecoromy is the total deficit, not any part of it. The total

government deficit, including the Social Security and other trust

15
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funds, determines the government's fiscal stance, its drain on credit

markets, and the amount of saving that it diverts from uses that

promote growth in living standards.

Nevertheless, the Balanced Budget Act requires that the Social

Security trust funds be shown as off-budget to highlight their

contribution to the totals. With income of the trust funds exceeding

benefits and other costs, the Social Security surplus grows from $66

billion in 1990 to $128 billion i 1995, as shown in Table 5. An

TABLE 5. ON- AND OFF-BUDGET TOTALS
(By fiscal year, in billions of dollars)

1990 1991 1992 1993 1994 1995

On-Budget
(Excludes Social Security and Postal Service)

Revenues
Outlays
Deficit

779 828 874 924 978
984 1,041 1,095 1,163 1,220
204 212 221 239 242

1,037
1,283

246

Off.Budget
(Social Security)

Revenues
Outlays
Surplus

288 309 330 352 376
222 234 244 254 264

66 74 85 98 112

401
273
128

1,067 1,137 1,204 1,277 1,355 1,438
1,205 1,275 1,339 1,418 1,484 1,555

138 138 135 141 130 118

Revenues
Outlays
Deficit

SOURCE: Con reiona1 Budget Office.

a. For comparability with the Balanced Budget Act targeti, the projections exclude the Poijtal Service,
which 1. a1.o off-budget.

16
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increasing amount of this surplus, however, reflects interest payments
received from the Treasury. Because these interest payments are
merely intragovernmental transfers, they do not reduce the govern-
ment's need to borrow in the market. Excluding interest, Social
Security's contribution to holding down the total deficit looks much

smaller--about $50 billion in 1990 and $78 billion in 1995.

Sources of Growth in Spendg

Baseline revenues and outlays are both projected to grow by $70 billion

in 1991. Table 6 shows that $59 billion of the growth in outlays occurs

automatically under current law. These built-in increases stem from
such factors as cost-of.living increses and growth of caseloads for
Social Security and other retirement and disability programs.
Spending for Medicare and Medicaid, two of the fastest growing
programs, is driven up by increases in the price of medical care and by

the wider use of more expensive medical technologies. Net interest

outlays--arguably the least controllable component of spending--are
determined by the government's deficit and by interest rates.

Figure 2 illustrates how just three programs contribute half of the
growth in spending. Social Security and Medicare account for $29

17
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TABLE 6. COMPONENTS OF CBO BASELINE SPENDING
PROJECTIONS (By fiscal year, in billions of dollars)

1991 1992 1993 1994 1995

199OLevel 1,205 1,205 1,205 1,205 1,205

Current Law Increases
COLAs for entitlement

programs8 10 25 41 57 74

Increases in price of
medical care8 4 9 16 24 32

Increases in entitlement
program caseloads 7 14 22 30 40

Increases in use of
medical careb 11 23 36 48 61

Rising benefits for new Social
Security beneficiariesb 6 10 13 16 20

Expected changes in
offsetting receipts c -3 -6 -9 -12

Increased interest costs 6 12 20 25 29

Other _i
Subtotal 59 105 164 209 257

Inflation Adjustments to
Maintain Real Spending for
Discretionary Programs

Defense purchases 3 9 16 24 32

Defensepay 3 8 12 17 22

Nondefense purchases 3 8 15 22 29

Nondefense pay
Subtotal 11 28 48 70 93

Total Increases 70 134 212 279 350

CBO Baseline 1,275 1,339 1,418 1,484 1,555

SOURCE: CongreeionaJ Budget Oce.

a. Rpreaent program growth that could be eIiminate by freezing coit.o(-Iivng sdjutment and

certain medical reimbursement rate..

b. All growth not explained by ineases in ca,eIodi and prIces.

c. Le than $500 million.

18
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Figure 2. Sources of Growth in Outlays
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billion, or over 40 percent of the growth in 1991. Another $6

billion--almost 10 percent of the growth--is added by net interest.

Other increases required tuder current law total $24 billion. Only $11

billion of the projected increase in spending in 1991 stems from

discretionary increases in ippropriations that are assumed in the CBO

baseline.

The figures in Table 6 permit one to estimate the amount of deficit

reduction required by Chairman Panetta's proposed Budget Process

Reform Act. Under the Chairman's proposal, the 1991 deficit would

have to be reduced by the amount of increases for inflation included in

the baseline, plus an additional $10 billion. In the CBO baseline,

inflation increases other than Social Security cost-of-living adjust-

ments total about $18 billion. The required deficit reduction in 1991

would therefore total $28 billion, and the resulting deficit would be

$110 billion.

20



[From "The Economic and Budget Outlook: Fiscal Years 1990-1994,"
Congressional Budget Office, U.S. Government Printing Office, 1989]

CHAPTER III

IMPLICATIONS OF FEDERAL DEFICITS
FOR ECONOMIC GROWTH

New attention is being devoted to the outlook for living standards in
the United States over the next half century. Economic projections by
the Social Security trustees and other analysts show a substantial
slowing in the growth of such measures as output and consumption
per capita. In large part, the slowdown is caused by the projected ef-
fects of the retirement of the "baby-boom" generation early in the next
century: a smaller part of the population will be working then, and
their output will have to be shared with the larger population of re-
tirees. Observers are worried by this outlook for several reasons: it
means that future generations of Americans may inherit a lower rate
of growth in living standards than their forebears enjoyed; and, on a
more practical level, that social and political strains may arise
between workers and retirees.

Faster economic growth would head off many of these problems,
since it would increase the amount of goods and services available to
be shared. The search for ways to make the economy grow faster has
focused on national saving, which is put forward as an important
factor in determing long-run economic growth. An increase in saving
raises investment, which in turn increases productive capacity. One
way to increase national saving and investment would be to reduce
the federal deficit.

This chapter reviews the part played by public and private saving
in determining economic growth, and the contributions deficit reduc-
tion might make to improving the current outlook for growth. The
chapter reaches three main conclusions:

o A decline in saving, both by the private sector and by the
federal government, has contributed to the prospective long-
term decline in the economic growth rate;

o Reduction of the federal deficit is the most promising way to
increase saving; an increase in private saving seems unlike-

(95)
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80 ThE ECONOMIC AND BUDGET OUTLOOK January 1989

ly to occur by itself, and in any case cannot be directly con-
trolled by policymakers;

o Saving and investment in the long run will be most affected
by the overall deficit, not by components of the deficit such
as the Social Security surplus.

The technical discussion in this chapter cannot disguise the fact
that reducing the deficit for the benefit of later generations is ulti-
mately a political choice. It means making some sacrifice of consump-
tion now for the sake of higher consumption later. Economic analysis
can only help inform that choice; it is up to the voting public to decide
whether the future benefits pictured by the analysis in this report jus-
tify the sacrifices they would entail.

Other factors besides falling saving and the retirement of the
baby-boom generation contribute significantly to the projected decline
in economic growth, but are not discussed in detail in this chapter. In
particular, growth in the proportion of the population in the labor
force, especially women, is expected to slow. The economically active
proportion of the population is projected to decline and remain low by
historical standards even after the "baby-boom bulge" of retirees has
passed from the scene. Growth in productivity, finally, has already
slowed significantly, and may not return to earlier rates. Policy
measures--such as changes in the age of eligibility for Social Security
retirement benefits--could make a difference to some of these pro-
spective developments.

Reducing the federal deficit could have several additional bene-
fits, which also are not the focus of this chapter. It could, for example,
reduce interest rates and thus improve prospects for many interest-
sensitive sectors in the United States as well as benefiting debt-
burdened countries abroad; it could reduce the trade deficit, and with
it the inflows of foreign capital to the United States; and it could
reduce the likelihood of sharp swings in financial markets.

In order to describe the implications of deficit reduction for the
growth of living standards over long periods, this chapter uses certain
simplifying assumptions that set it apart from traditional short-run
economic analyses of fiscal policy. In particular, the analysis supposes
that changes in the deficit and in other components of U.S. flows of
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saving and dissaving are immediately reflected in changes in invest-
ment and, therefore, in productive capital and in potential gross
national product (GNP). This type of analysis takes no account of
business cycles, which could affect the conclusion that all saving gives
rise to changes in capital. Similarly, the chapter does not take account
of the role of the budget deficit in stabilizing the economy. Instead, it
imagines that the economy is quite stable at high-employment levels
of output and that fiscal policy therefore primarily affects the division
of national output between consumption and investment, rather than
stabilizing the economy.
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RECENT TRENDS IN NATIONAL SAVING AND INVESTMENT





104

88 THE ECONOMIC AND BUDGET OUTLOOK January 1989

Effects of Social Security. Increases in expected Social Security bene-
fits may reduce private saving, but it seems unlikely that this effect
has been significant in explaining the downward trend. Such an effect
could occur because households with large expected Social Security
benefits do not need to save as much on their own to achieve a given
standard of living in retirement. This effect may be offset, however,
by the lure of early retirement in a generous system. if households
plan retirement earlier in life, the need to save may actually rise.

These conflicting effects of Social Security "wealth" on saving
have been tested in empirical work, and the results are inconclusive.6
A relatively large number of economists believe the effect of Social
Security wealth on saving is negative, but such an effect would help
explain the recent decline in saving only if expected benefits had risen

6. See Sheldon Danziger, Robert Haveman, and Robert Plotnick. "How Income Transfer Programs
Affect Work. Savings, and the Income Distribution: A Critical Review." Journal of Econom&c
Lifrrature (September 1981); Martin Felds.ein. "Social Security. Induced Retirement, and
Aggregate Wealth Accumulation." Journal of Political Economy (September 1974); and Henry .1.
Aaron. Economic Effects of Social Security (Washington. D.C.: Brookings Institution, 1982).
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dramatically relative to expected payroll taxes in the 1980s. But re-
cent legislation has raised Social Security taxes and slowed real bene-
fit growth, so net Social Security wealth has fallen from its level of a
decade ago. Moreover, lower expectations of long-run growth in real
wages may have further diminished the influence of Social Security
wealth on saving.
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FISCAL POLICY AND
THE FINANCING OF SOCIAL SECURITY

The improvement in future living standards that would result from ashift in fiscal policy toward surplus has thus far been discussed inde-pendently of the mechanism by which that surplus would be achieved.In fact, significant shifts are likely to take place in the makeup of fed-eral revenues and spending, even if the overall surplus is unchanged.
In current projections, for example, the Social Security trust funds will
run large surpluses in the next few decades, but will later go into defi-cit as the baby boom retires. Assuming a constant surplus in the over-all budget implies that the non-Social Security budget offsets thispattern by running large deficits in the next few decades, followed bysurpluses when the baby boom retires.

As stressed throughout this chapter, only a change in the govern-ment's ouerafl budgetary position will significantly affect future sav-ing and investment: neither the projected Social Security trust fundbuildup nor the balance in the non-Social Security budget affects theoutlook for these variables except insofar as it helps determine theoverall budget balance. The financing of Social Security does, how-ever, affect the equity with which the tax burden is distributed amongyounger and older taxpayers, and among taxpayers of different income
levels; it may also affect incentives to work and save.
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Methods of Social Security Financing

Through much of its history, Social Security operated as a "pay-as-
you-go" system. In general, the trust funds' receipts roughly matched
the benefits being paid out. Changes in the asset positions of the Social
Security trust funds--more specifically, the Old-Age and Survivors In-
surance (OASI) and Disability Insurance (DI) trust funds--primarily
reflected the Congress's goal of insulating the system from business
cycles. More recently, under aniencirnents enacted in 1977 and 1983,
Social Security has shifted to what is sometimes called a "partial
advanced funding" mechanism, whereby revenues collected exceed
benefits paid for a period of time, resulting in substantial interest
earnings designed to supplement other revenues.

Under the current partial advanced funding mechanism, the
Social Security trust funds are projected to collect substantially more
in revenues than they are expected to pay in benefits until at least the
beginning of the retirement of the baby-boom generation in about
2010." In the interim, the most commonly used projections of the
Social Security AdrninistrEltion indicate that trust fund assets--claims
on future resources--will grow rapidly, from slightly over $100 billion
(about 2 percent of GNP) at the end of 1988 to about $9.1 trillion
(about 29 percent of GNP) by the year 2020. By that time, federal tax
revenues for Sociil Security will not cover program outlays, but inter-
est payments on the trust funds' accumulated reserves will be more
than sufficient to offset the revenue shortfall, and the surplus will still
be positive. Ten years 'ater, however, the large reserve is expected to
begin diminishing as trust fund securities are redeemed, and it should

be depleted by 2048.

The large buildup and subsequent decline in the Social Security
trust funds projected under the current partial advanced payment
scheme, when viewed in the context of a fixed overall deficit and gov-
ernment spending policy, will shift the composition of federal receipts

11 The 1988 annual reports olthe tr1stees olthe OldAge and 5urvivors Insurance and the Disability

Insurance trust funds present estimates of the financial operations of the funds over the next 75

years under four different sets of economic and demographic assumptions Under the most
pessimistic assumptions, annuall surpluses persist through about the year 2015. The trustees
projections under the most commonly used assumptions-the intermediate B or lIB set..shOW
deficits beginning in about 2030. If interest income is excluded, the surpluses disappear under the

11-B assumptions beginning about 2019.
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from one form of taxation to another. There will be heavy reliance on
payroll taxes for the next three decades as the trust funds (which rely
heavily on payroll taxes) accumulate a surplus and invest it in Trea-
sury securities. After that, the government will have to redeem the
trust funds' securities using general revenues, and as a result there
will be a shift toward other forms of revenue--most likely, the income
tax--as the baby-boom generation retires.

The current partial advanced funding system involves higher pay-
roll taxes during the next few decades compared with a pay-as-you-go
system, but lower payroll taxes later. The advanced funding approach
uses its payroll tax receipts to build up reserves until early in the
twenty-first century; if a pay-as-you-go approach were substituted,
lower rates would be possible because no buildup in reserves would be
needed during this period. On the other hand, payroll tax rates would
have to be raised by 2020 under the pay-as-you-go approach to cover
high benefit payments when the baby-boom retirement begins in
earnest. This increase would not be necessary under partial advanced
funding, since benefit payments under that approach would be paid by
drawing down reserves.

The federal government would nevertheless have to raise funds
under the partial advanced funding approach to redeem the trust
funds' securities after 2020. The method that the government chose to
raise these funds, when compared with the payroll tax involved in the
pay-as-you-go approach, could affect equity among generations and
among individuals at different income levels, as well as incentives to
work and save. Since most non-Social Security revenues are currently
drawn from the individual income tax, most analyses of the equity of
the two systems are based on comparisons of the payroll tax and the
income tax.

uity Considerations in Social Security Financing

If funds to redeem trust fund securities under partial advanced fund-
ing were raised through increases in income tax rates, more of the
burden would fall on older people than under the pay-as-you-go ap-
proach. The difference would likely be relatively slight, however.
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The burden of the pay-as-you-go approach would be likely to fafl
more heavily on people at lower incomes than that of the partia'
advanced funding approach when the baby-boom generation retires.
Here again, however, the effect might be slight. Economists generally
agree that payroll taxes fail more heavily on low-wage workers than
does the income tax, and this accounts for the more regressive nature
of the pay-as-you-go system early in the next century.

Incentive Effects of Social Security Financing

The choice between the pay-as-you-go approach and partia' advanced
funding also affects the disincentives to work and save that are em-
bodied in the tax system. Higher payroll taxes under pay-as-you-go
would reduce the return from working, but only for workers at wage
kvels below the wage ceiling of the tax. After-tax wages wou'd be
higher under the partial advanced funding approach with higher
income tax rates, but the return from saving would be lower. This
effect occurs because the higher tax burden under this approach wou'd
fafl kss heavily on wages and more heavily on property income.

CONCLUSIONS

Under current projections, a smaller share of the population will be
working in the United States in the next century. This change implies

a slowdown in overall economic growth, with the working population

receiving a smaller share of total output. Fiscal policy, through its ef-
fects on national saving and investment, can offset these trends some-

what and improve the living standards of future generations, though
the change would require less consumption in the near term.

The extent to which increasing saving now would raise living
standards in the future cannot be stated with certainty, since the out-

come would depend crucially on the uncertain relationship between
saving and total factor productivity. If total factor productivity grows
independently of saving, the contribution of saving to output growth
would be relatively small. If, on the other hand, saving increases
growth in productivity as some evidence suggests, the reward to sav-

ing may be substantial. Accepting the mid-range of these possi-
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bilities, if the federal budget were to move permanently to a surplus of
2 percent of GNP, consumption per person would increase by 8 percent
in the long run--though there would first be a period of five to ten
years during which the average person's consumption would be lower
than if saving had not been increased.

The policy of allocating revenues toward the Social Security trust
funds, enacted in 1977 and 1983, does not represent an increase innational saving. It does, however, imply a shift in taxation toward
wages in the near term. By the year 2030, taxes will have to shift back
to other forms of income as the accumulated trust funds are drawn
down. The demographic shift toward a smaller work force in relation
to the population also complicates the issue. Current fiscal policy will
create the framework in which future policymakers must make their
decisions.
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SUMMARY: IMPACT OF CONGRESSIONAL BUDGET
PROCESS ON FINANCE COMMI11EE

The Congressional Budget Act of 1974 (titles 1—IX of Public Law
93—344) established the mechanisms and procedures for Congress to
develop its own annual Federal budget and to consider spending,
revenue, and debt limit legislation in the context of that budget.
The original budget act was substantially amended by Public Law
99—177, the Balanced Budget and Emergency Deficit Control Act of
1985 (also known as the Gramm-Rudman-Hollings Act), and by
Public Law 100-119, the Balanced Budget and Emergency Deficit
Control Reaffirmation Act of 1987.

In addition to revising the budget act, the 1985 and 1987 amend-
ments set up temporary procedures designed to assure the attain-
ment of a balanced budget by fiscal year 1993. For each fiscal year
between now and FY 1993, the Act establishes maximum deficit
amounts as follows: FY91 $64 billion; FY92 $28 billion. A $10 bil-
lion tolerance level is established for each of these years. For FY93,
the act specifies a zero deficit as the maximum deficit amount and
provides no tolerance. If Congress fails to meet the specified goal
for any of these years, an automatic deficit reduction procedure
(called "sequestration") will go into effect.

The Congressional Budget Act, as amended, has a number of ef-
fects on the consideration of legislation handled by the Committee
on Finance. Major provisions affecting the Committee include:

1. Letter to Budget Committee.—By February 25 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 re-
spect to such expenditures revenues, and the debt limit. For the
current year, the deadline for submitting this report has been ex-
tended to March 9 to allow additional time to consider the budget
submissions of the Administration. (The report submitted for the
1st Session of the 101st Congress appears as Appendix A of this
document.)

2. Timing restrictions on tax and spending bills.—Certain kinds
of legislation may not be considered prior to the adoption by Con-
gress of the Budget Resolution. This restriction applies to most of
the legislation considered by the Finance Committee: revenue and
debt limit changes for the upcoming fiscal year and legislation in-
creasing expenditures in such areas as social security and welfare.

3. Budget allocation reports.—After the adoption of a budget reso-
lution by the Congress, the Finance Committee is required to file
an allocation report showing how the aggregate spending authority
assumed in the budget resolution for all Finance Committee pro-
grams will be subdivided. This subdivision can be by program or by

(1)
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subcommittee. A point of order will lie against any bill or amend-
ment affecting Finance Committee spending program jurisdiction if
the allocation report has not been filed or if it is inconsistent with
the proposed legislation. Also, for non-trust fund entitlement pro-
grams, bills reported from the Finance Committee could be subject
to 15-day referrals to the Appropriations Committee if they have
not been provided for in an allocation report. As it acts on legisla-
tion throughout the year, the Committee can file revised allocation
reports.

4. Resolution totals binding.—By April 15, Congress is required
to complete action on the concurrent budget resolution for the
coming fiscal year setting appropriate revenue, spending, and defi
cit levels. For the duration of the Gramm-RudmanHol1ings 1egis1a
tion, the budget resolution must set a deficit which is no greater
(but can be smaller) than the Gramm-Rudman-Hollings maximum
deficit amounts described above. After the resolution is adopted,
points of order can be raised against bills or amendments which
would cause its overall spending ceiling to be exceeded, or would
cause revenues to fall below its revenue floor, or would cause the
Gramm-Rudman-Hollings maximum deficit amount to be breached.

5. Reconcjljatjon.—The budget resolution can require the Fi-
nance Committee to report "reconciliation" legislation by a speci-
fled date to raise taxes or cut back on spending programs within
the committee's jurisdiction. Such legislation is considered under
special procedures which establish automatic time limits for consid
eration and prohibit nongermane amendments. The Budget Act
schedule calls for Congress to complete action on reconciliation leg-
islation by June 15.

6. Sequestration.—If the overall impact of spending and revenue
legislation enacted by Congress and the President does not reduce
the deficit sufficiently to meet th GrammRudmanHollings target
(with the $10 billion tolerance), a "sequestration process is trig-
gered under which nonexempt spending programs are reduced by
amounts sufficient to bring the deficit down to the target (without
any tolerance). Half the savings must come from domestic pro-
grams and half from defense. Within each category, all non-exempt
programs must be uniformly reduced. For the most part, entitle-
ment programs are exempt from sequestration although Medicare
payments would be reduced by not more than 2 percent. The deci
sion as to whether a sequestration is required is made by the Direc-
tor of 0MB based on the situatiom prevailing on October 15.

THE BUDGET PROCESS

1. Key Concepts

Federal Budget.—There are two separate and distinct Federal
budgets: the President's budget and the Congressional budget.

In early January of each year, the President submits to the Con-
gress his budget plan for the fiscal year which will start on the fol-
lowing October 1. The President's budget not only sets forth the
overall levels of spending and revenues that he recommends but
also contains a detailed listing of how much he estimates and pro-
poses for each individual program of government.
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The Congressional budget is a concurrent resolution reported
from the House and Senate Budget Committees and adopted by the
Congress. Unlike the President's budget, it does not include de-
tailed programmatic budget levels. Instead it establishes overall
budget aggregates: total revenues, total outlays, total budget au-
thority. The budget resolution does include a breakdown of the
spending totals by broad functional categories such as "national de-
fense," "agriculture," etc., but these are not binding.

Both the President's budget and the congressional budget are es-
sentially planning documents designed to guide the Congress as it
works on the separate pieces of legislation (tax, entitlement, and
appropriations bills) which actually determine the amount of Fed-
eral spending and revenues and the extent of budgetary deficit or
surplus.

Baseline.—Both the President's budget and the Congressional
budget set forth plans as to what the ultimate levels of taxes,
spending, and deficit or surplus should be for the fiscal year after
the impact of any legislative changes which may be enacted. In
order to determine how much of a change in law or policy is re-
quired to reach the budgetary goals, it is necessary to compare the
budget plan with a "baseline" budget which represents the con-
tinuation of current law and policy. A baseline would generally
assume continuation of entitlement programs and revenue laws
without substantive change and the enactment of discretionary ap-
propriations at a level which permits the continuation of existing
policies. Ordinarily, in order to construct a baseline that represents
a continuation of existing policy, an inflation factor would be ap-
plied to discretionary appropriations. At the present time, the
budget process uses three different baselines: the CBO baseline
which projects spending and revenues using CBO's own economic
and technical assumptions, the 0MB "current services" baseline
which employs the Administration's economic and technical as-
sumptions, and the Gramm-Rudman-Hollings baseline. The GRH
baseline is similar to the 0MB "current services" baseline, but it
follows certain statutory specification in the GRH legislation and is
used to determine how much deficit reduction is needed to avoid
sequestration.

BASELINE FOR FISCAL YEAR 1991

[un billions of dollars]

Baseline deficit

Required defci t reduction

to meet target
to avoid

sequester

CBO baseline 138 74 64

0MB current services/adjusted GRH baseline 101 37 27

GRH baseline 1 85 21 11

'The GRH baseline calcu'ation does not assume reauthorization of the Food Stamp program as wefl as other
probable changes and is therefore somewhat misieading as an indication of required deficit reduction.
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Spending Authority.—Federal laws which control the expendi-
ture of Federal funds can be generically referred to as "spending
authority." Some of the more significant types of spending author-
ity are:

DISCRETIONARY APPROPRIATIONS

For many programs, the amount of spending is controlled by
the annual appropriations process. This is the case with re-
spect to the administrative costs of Federal agencies such as
IRS, the Social Security Administration, and the Customs
Bureau. For most Finance Committee programs, however,
actual programmatic costs are not controlled by annual appro-
priations acts. (Exceptions to this rule are the Child Welfare
Services program andi the Maternal and Child Health pro-
gram.)

ENTITLEMENTS

In general, most Finance Committee spending programs are
entitlements. From a budgetary perspective, this means that
the actual control of spending levels is exercised by the sub-
stantive legislation under the jurisdiction of this Committee
rather than by annual appropriations acts. There are two types
of entitlements: direct spending entitlements such as social se-
curity which do not require annual appropriations because
their funding is based on a permanent appropriation and "ap-
propriated entitlements" such as Medicaid and the program of
aid to families with dependent children. The costs of these pro-
grams are controlled by the substantive legislation, but their
funding is nevertheless included, as a mandatory or nondiscre-
tionary item, in annual appropriations bills.

Outlays.—Although Congress exercises control over spending by
enacting, modifying, or repealing various forms of "spending au-
thority, the annual deficit or surplus is determined by comparing
revenues and outlays. Outlays take place when the spending au-
thority actually results in the expenditure of funds. In some pro-
grams (for example, defense procurement activities), there can be
major differences between spending authority and outlays. For
practical purposes, however, Finance Committee programs are as-
sumed to have annual outlays equal to annual spending authority
(which is not the same as "budget authority").

Treatment of Social Security and Medicare.—Public Laws 98-21
and 99—177 established special rules for the budgetary treatment of
the Old-age, Survivors, and Disability Insurance (OASDI) and the
Hospital Insurance (HI) programs. Effective starting in FY 1993 for
HI and effective starting with FY 1986 for the OASDI program,
current law requires that the expenditures and revenues of these
programs be excluded in computing budgetary totals for purposes
of both the President's budget and the Congressional Budget. At
the same time, however, the Gramm-Rudman-Hollings statute
specifies that the income and outgo of the OASDI program is to be
included in determining whether or not the GRH targets are met.
Since the current budget process focuses heavily on the attainment
of the GRH targets, most budgetary displays show combined (or
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"unified") totals which include the impact of social security. Strict-
ly speaking, however, OASDI is "off-budget."

In addition, the Budget Act provides that reconciliation legisla-
tion will be subject to a point of order if i.t includes any provisions
affecting the OASDI program.

2. Outline of Congressional Budget Process

By April 1 of each year, the Senate Budget Committee is re-
quired to report to the Senate a concurrent resolution which is, in
effect, a congressional budget document setting forth appropriate
levels of spending, revenues, and public debt for the coming fiscal
year. The spending levels are, for informational purposes, broken
down into broad functional categories (such as "health," "income
security," "national defense"). The recommendations in the resolu-
tion reported by the Budget Committee are subject to debate and
amendment.

When agreed to by the House and the Senate (which is required
to happen by April 15), the budget resolution represents congres-
sional judgment of the appropriate fiscal situation for the coming
year. The resolution is intended to guide the development of legis-
lation providing for taxes and spending, and such legislation can be
subject to points of order if it is inconsistent with meeting the over-
all revenue and spending totals in the resolution.

The budget resolution also may include "reconciliation" instruc-
tions to direct the appropriate committees to report legislation
changing spending, revenue, or debt limit levels. Upon adoption by
Congress of the resolution, committees affected by such instruc-
tions must report legislation meeting the spending or revenue
totals in the instructions. This legislation is then debated by Con-
gress as part of a reconciliation bill under special expedited proce-
dures. Action on this reconciliation bill is to be completed by June
15.

3. Waiver of Rules Regarding Budget Procedure

Some of the rules applicable to Senate procedures under the Con-
gressional Budget Act can be waived by a majority vote of the
Senate. Others require a vote of three-fifths of the full Senate
membership (60 votes). In addition, the act includes a special
waiver procedure in connection with the provisions requiring that
revenue, debt limit, and spending bills (including social security,
welfare, etc.) not be acted on before the adoption of the budget res-
olution. If a committee wished to have such legislation considered
outside of the prescribed time, it would report out a resolution pro-
viding for waiver of the rule. This resolution would be referred to
the Budget Committee, which would have 10 days in which to con-
sider and make its recommendations with respect to the waiver.
Once the resolution is reported by the Budget Committee (or after
10 days in any case), the resolution of waiver would be voted on by
the Senate. If it were approved, the Senate could then proceed to
consider the legislation.
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4. Impact of the Budget Act on Finance Committee

LEGISLATION WHICH RESULTS IN ADDITIONAL FEDERAL SPENDING

Annual report to Budget Committee.—Each year, prior to the con-
sideration of the concurrent resolution on the budget, each commit-
tee is required to make a report to the Budget Committee present-
ing its views and estimates concerning spending under its jurisdic-
tion during the coming fiscal year (and the following two fiscal
years). By statute this report is due no later than February 25. This
year the reporting date has been postponed to March 9.

Allocation report after adoption of budget resolution.—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 consist-
ent with the budget resolution. Bills and amendments involving
spending may not be considered until the committee with jurisdic-
tion over that spending program has filed its allocation report, and
points of order may be raised against bills or amendments which
are not accommodated in these allocation reports.

Limitation on consideration of spending bills.—The Congression-
al Budget Act provides that bills involving appropriated entitle-
ment programs (such as welfare or Medicaid) and bills directly in-
creasing spending authority (such as social security or unemploy-
ment insurance) may not be considered in the Senate prior to the
adoption of the concurrent budget resolution. This requirement
may be waived under the special waiver procedure or by a majority
vote of the Senate to suspend this rule. In addition, entitlement
legislation (other than trust fund legislation) reported after Janu-
ary 1 of any year may not have an effective date prior to October 1
of that year.

Impact of concurrent budget resolutions on legislation.—The con-
current resolution, which is to be passed by April 15, not only sets
appropriate spending levels but may direct the committees having
jurisdiction over spending legislation to report reconciliation legis-
lation to rescind previously enacted spending authority so as to
bring spending for the coming fiscal year within the levels deter-
mined to be appropriate. In the case of the Committee on Finance,
in order to meet such a requirement that the committee could
report legislation to defer or reduce benefits under entitlement pro-
grams, including both trust fund programs (such as unemployment
insurance or Medicare) and non-trust-fund programs (such as wel-
fare, social services or Medicaid). Reconciliation legislation may not
include changes in the Social Security programs of Old-Age, Survi-
vors and Disability Insurance (OASDI).

After the adoption of the budget resolution for 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 to be exceeded or would cause the deficit for the fiscal
year to exceed the maximum deficit amount. In the case of the
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Committee on Finance, this limitation would apply to entitlementlegislation dealing with both trust fund and non-trust-fund pro-grams. (A new or revised budget resolution could, however, bepassed to authorize such additional spending, or the rule could bewaived by a three-fifths vote of the Senate.)
The budget totals included in the resolution are mandatory, es-tablishing firm guidelines within which the Congress considers leg-islation affecting spending. Thus, if unrealistic assumptions or ob-jectives are used in setting the budget resolution totals, committeesmay subsequently find their ability to act on desired legislation im-paired.
Appropriations Committee review of certain entitlement bills.—-Legislation in such areas as supplemental security income, welfare,social services, or Medicaid creates an entitlement to payments onthe part of individuals or State or local governments even thoughthese programs are funded through appropriations acts. The Con-gressional Budget Act requires that any future legislation whichwould create new entitlement programs or increase existing onesmust be referred to the Appropriations Committee for a period of15 days after it is reported by the substantive committee, if its en-actment would exceed the amount provided for in the committee'sallocation of its spending authority under the most recent budgetresolution. The Appropriations Committee could not recommend

any substantive changes in the legislation (e.g., lower individualbenefit amounts), but it could recommend an amendment to limitthe total amount of funding available for the legislation. If such anamendment is approved by the Senate, the substantive committeemight have to propose a further amendment to conform the legisla-tion to that funding limit.
The requirement of referral to the Appropriations Committeewould not apply to legislation affecting existing Social Security Acttrust fund programs or other trust fund programs substantially

funded through earmarked revenues. It would also not apply to leg-islation amending or extending the general revenue sharing pro-gram to the extent that such legislation included an exemptionfrom that requirement.
In the past, refundable tax credits were treated for purposes ofthe congressional budget process as revenue reductions. Under re-vised procedures adopted in 1978, the budget process now treats therefundable aspects of such credits as "outlays" thus bringing themwithin the scope of the above described provisions related to Appro-priations Committee review of entitlement bills. In addition, theauthority previously used for disbursing the refundable part of taxcredits has been the permanent appropriation for tax refunds. Thispermanent appropriation was amended in 1978 so as to require

annual appropriations for this purpose in the case of any new pro-grams of this type which may be enacted.
Report on spending legislation—The Budget Act requires thecommittee, in reporting legislation involving increased spending, toinclude in the report information showing how that spending com-pares with the amount of spending provided for in the most recentbudget resolution. In addition, if this information is provided bythe Congressional Budget Office (CBO) on a timely basis, the reportmust also include CBO projections showing the extent to which the
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legislation provides financial aid to States and localities and a pro-
jection for five fiscal years of the spending which will result from
the legislation. This requirement also applies to conference reports,
if the information is provided by CBO on a timely basis.

LEGISLATION RELATING TO REVENUES AND DEBT LIMIT

Annual report to the Budget Committee.—The annual report to
the Budget Committee which is described above also must, in the
case of the Finance Committee, present its views and estimates
with regard to revenues and the debt limit.

No revenue legislation prior to adoption of the budget resolu-
tion.—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 resolution on the
budget. This rule does not prevent action on revenue changes to be
effective in years after the upcoming fiscal year. (A procedure for
waiving this limitation is provided for; the rule could also be sus-
pended by a majority vote of the Senate.)

The wording of this provision of the Budget Act is not entirely
clear. In 1978, the Senate Budget Committee adopted the position
that this restriction required that there be no increase or decrease
in revenues to become effective in the next fiscal year for which no
budget resolution had been adopted. In other words, under this in-
terpretation, there would always be one "closed year" for which no
revenue change could be considered. Consequently, a point of order
was raised during the consideration of the 1978 tax cut bill (H.R.

13511) against an amendment by Senator Roth on the grounds that
it provided for a revenue change effective in fiscal year 1980. (The
first budget resolution for fiscal year 1980 would not have been
adopted until approximately May 15, 1979.) The position of the Fi-
nance Committee was that this restriction in the Budget Act only
applied from the beginning of the calendar year, when the process
of developing the fiscal 1980 budget resolution has begun. Once
that resolution has been approved, revenue changes may be consid-
ered throughout the remainder of the calendar year which would
be effective for the fiscal year to which the resolution applies and
for any future fiscal year.

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

Impact of a budget resolution.—As with spending measures, the
concurrent resolution adopted in mid-April sets mandatory levels
for revenue and debt limit legislation, and may direct the Commit-
tee on Finance to report reconciliation legislation to achieve the
changes in aggregate revenues or in the debt limit which the Con-
gress determined to be appropriate. Such legislation would have to
be reported in time to be included in the reconciliation bill which
is to be acted upon by June 15.

Once a budget resolution is adopted by the Congress, any legisla-
tion which would cause the total revenues to be reduced below the
levels specified in the budget resolution would be subject to a point
of order. If the budget resolution sets a revenue target which exact-
ly matches the projected revenues under existing law (or any ex-
pected modifications to existing law), even minor bills having
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nearly negligible revenue impacts can be rejected on a point of
order. If the resolution includes goals based on unrealistic assump-
tions about revenue increases, the committee will face points of
order against the consideration of any revenue reducing legislation.

Required report on tax expenditures.—The Budget Act defines the
term "tax expenditures" to include any revenue losses attributable
to tax provisions such as income exclusions, tax credits or defer-
rals, or preferential tax rates. The law requires that the committee
report accompanying legislation to provide new or increased tax ex-
penditures include a projection by CBO (if timely received) as to
how such legislation will affect the level of tax expenditures under
existing law. The report will also have to include (to the extent
practicable) a projection of the tax expenditures resulting from the
legislation over a period of five years. This requirement also ap-
plies to conference reports.





CHARTS AND DESCRIPTIONS

(11)



12

Chart 1

Report to Budget Committee

Views and estimates of Finance Committee on:

1. Expenditures

2. Revenues

3. Tax expenditures

4. Public Debt

Relating both to existing law and proposals to

change existing law



Chart 1

Report to Budget Committee
Under the Congressional Budget Act of 1974, as amended, the

Committee on the Budget is required by April 1 of each year toreport to the Senate a concurrent resolution on the budget which
is, in effect, a proposed congressional budget document settingforth appropriate levels of Federal expenditure and revenue, sur-plus or deficit, and related matters. To assist the Budget Commit.
tee in making the judgments necessary to develop such a budget,the Act also mandates that each committee send to the BudgetCommittee its views and estimates on those aspects of the budgetwhich fall within its jurisdiction. This report is due by February 25of each year. For 1990, this deadline has been changed to March 9.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 5, Federal
revenues, tax expenditures, and the public debt. With respect toeach of these matters, the committee is required to provide itsviews and estimates as to the levels anticipated under existing lawor under any changes to existing law which the committee expects.
The period to be covered by the report to the Budget Committee isfiscal year 1991 (and for planning purposes, fiscal years 1992 and1993). The report sent to the Budget Committee in 1989 is reprint-ed in Appendix A.

Section 301(c) of the Budget Act, which deals with the February25 report to the Budget Committee, is included in the excerptsfrom that Act which appear in Appendix B.

(13)



Chart 2.—ECONOMIC ASSUMPTIONS

[Calendar years; dollars in biflions]

1990 1991 1992 1993

CBO 0MB CB0 0MB CB0 0MB CBO 0MB

Gross National Product (GNP):

Current dollars 5,534 5,583 5,893 6,002 6,279 6,439 6,688 6,881

Percent change in real GNP 1.7 2.4 2.4 3.2 2.5 3.2 2.5 3.1

Wages and salaries 2,795 2,805 2,975 3,022 3,168 3,246 3,377 3,469

Other personal income 1,886 1,896 2,001 2,017 2,123 2,138 2,253 2,261

Corporate profits 320 360 356 421 371 472 386 515

Percent change in CPI 4.0 3.9 4.3 4.0 4.3 3.9 4.3 3.6

Unemployment rate, total (percent) 5.6 5.4 5.5 5.3 5.5 5.2 5.5 5.1

Treasury bill rate, 91-day (percent) 6.9 6.7 7.2 5.4 6.9 5.3 6.1 5.0



Chart 2

Economic Assumptions

Both the overall budget totals and the budgetary impact of legis-
lative proposals can be significantly affected by various economic
factors concerning which there reasonably may be differences of
opinion. These differences can reflect divergent viewpoints as to
how the economy will operate and as to the type of legislation that
may be enacted and its effect on the operations of the economy.

Different programs are particularly sensitive to different aspects
of the economy. For example, expenditures under social security
are sensitive to the Consumer Price Index (CPI) since that program
includes an automatic cost-of-living increase provision. The unem-
ployment insurance program does not incorporate such a provision
but is, of course, particularly sensitive to the amount of unemploy-
ment.

Revenues, similarly, are strongly affected by the level of personal
income and of corporate profits, and, in the case of payroll tax rev-
enues, by wages and salaries. In addition, trends in interest rates,
the rate of inflation, and the size of the budget deficit affect the
cost of interest on the public debt.

In developing the Congressional budget, the Congress has most
frequently used the economic assumptions of the Congressional
Budget Office. In as much as the Gramm-Rudman-Hollings legisla-
tion is based upon determinations made by the Office of Manage-
ment and Budget (0MB), the Congress in 1989 used the 0MB eco-
nomic assumptions which were the basis for the President's budget.
This chart shows the major economic assumptions underlying the
budget as submitted by President Bush in January and also those
which have been adopted by CBO. In general, the CBO assumptions
project somewhat slower economic growth, higher inflation and in-
terest rates, and higher unemployment levels.

(15)



Chart 3.—THE OVERALL BUDGET

[In billions of dollars]

CB0 Baseline 0MB current services President's Budget

FY91 FY92 FY93 FY91 FY92 FY93 FY91 FY92 FY93

Budget:

Outlays 1,041

Revenues 828

1,095

874

1,163

924

1,007

845

1,046

901

1,089

963

997

856

1,026

909

1,067

966

Deficit —212 —221 —239 —162 —145 —126 —142 —118 —102 .
Social Security: .

Outlays 234 244 254 234 244 255 236 245 255

Revenues 309 330 352 312 334 361 315 337 362

Surplus 74 85 98 78 90 106 79 92 107

"Gramm-Rudman-HoIIings":

Deficit —138 —138 —135 —101 —73 —39 —63 —25 6

Target —64 —28 0 —64 —28 0 —64 —28 0

Difference 74 110 135 37 45 39 +1 +3 +6



Chart 3

The Overall Budget

In considering its legislative plans for the upcoming year, the
Committee may find it useful to look at the overall budget totals
under a continuation of current tax and spending policies and also
under the budget proposed by the President.

Because of differing economic and technical assumptions, 0MB
and CBO project somewhat different budgetary totals under a con-
tinuation of current policies. For fiscal year 1991, the CBO projec-
tion would indicate a need for $74 billion in deficit reduction in
order to meet the $64 billion deficit required by the Emergency
Deficit Reduction and Budget Control Act ("Gramm-Rudman-Hol-
lings"). The 0MB current services projections would show a need
for $37 billion in deficit reduction to meet that target.

Present law requires that the income and outlays of the social
security cash benefit trust fund programs be excluded from the
budget totals. However, these items are added back in to determine
whether or not the "Gramm-Rudman-Hollings" targets are met.

This chart shows the overall budget totals under the budget sub-
mitted by the President and also under a continuation of current
policy as estimated in the CBO baseline and in the 0MB current
services budgets.

(17)





Chart 4

Federal Spending: Role of Finance Committee Programs

Chart 4 shows how the budgetary impact of Finance Committee
spending jurisdiction relates to total Federal spending for fiscal
year 1991. Amounts shown reflect the current policy estimates of
the Congressional Budget Office as follows:

[n billions of dollars]

Total Spending:

Fnance Committee programs:
Social Security (OASDI) 1
Other accounts

Net interest

Non-Finance Committee programs

_______

Total outlays

The amount shown here represents actual programmatic outi3ys It diflers rom the amouni shown in ta 3 which is a net amountafter treating ceilain general fund translers (eg. interest) as Neg3trve Outlays

267

229

185

594

1,275

(19)
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Chart 5

Major Expenditure Programs Under Finance

Committee Jurisdiction

1. Social security cash benefits (see chart 6):

A. Old-age and survivors insurance (OASI)

B. Disability insurance (Dl)

2. Unemployment compensation (UC) (see chart 7)

3. Welfare programs for families (see chart 8):

A. Aid to families with dependent children (AFDC)

B. Job Opportunities and Basic Skills Training (JOBS) program

C. Child support enforcement (CSE)

D. Child Welfare, Foster Care, nd Adoption Assistance

4. Earned income tax credit (EITC) (see chart 9)

5. Social services (see chart 10)

6. Child care (see chart 11)

7. Supplemental security income (SSI) for the aged, blind, and disabled (see

chart 12)

8. Health programs (see charts 13—14):

A. Medicare

B. Medicaid

C. Maternal and child health (MCH)

9. Interest on the public debt (see chart 15)

Note: See Appendix F for a more detailed listing of Finance Committee

expenditure accounts.



Chart 5

Major Expenditure Programs Under Finance Committee
Jurisdiction

This chart lists the major programs involving an expenditure of
Federal funds which come within the legislative jurisdiction of theCommittee 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 constitutes a significant partof the Federal budget even though the level of expenditure is notsubject to legislative control in the same sense as expenditures
under the other programs listed.

Under a revision in the Congressional budget procedures adoptedin the 95th Congress, refundable tax credits are treated as revenueitems insofar as they serve to reduce tax liability and as "outlay"items insofar as they exceed tax liability. For this reason, theearned income tax credit is shown here as an expenditure program.

(21)



Chart 6.—SOCIAL SECURITY CASH BENEFIT (OASDI) TRUST FUNDS

[In billions of dollars]

Fiscal year—

1990 1991 1992 1993 1994 1995

1Present Iaw

Income to trust funds 310.2 342.5 370.4 403.8 435.5 464.8

Outgo from trust funds 248.3 264.7 280.9 297.7 314.7 331.6

Difference 61.9 77.8 89.5 106.1 120.8 133.2

End of year balance in trust funds 218.6 296.3 385.8 491.9 612.7 745.9

Trust fund ratio (percent) 2 71 90 113 138 165 193

1 These are projections under current law based on the economic and demographic assumptions used in the fiscal year 1991 budget submitted by
President Bush.

2 Start-of-year assets as a percent of outgo for the year. Assets at the start of the year are equal to the assets at the end of the prior year plus
the advance tax transfers for October.

Source: SSA Office of the Actuary, January 11, 1990.



Chart 6

Social Security Cash Benefit (OASDI) Trust Funds: FinancialStatus and Relationship to the Budget
The social security cash benefit programs, Old-Age and SurvivorsInsurance (OASI) and Disability Insurance (DI), provide incomeprotection to people who work in employment covered by social se-curity and earn a certain minimum number of "quarters of cover-age". The OASI program pays benefits to eligible workers age 62 orolder and their spouses and children, and to surviving spouses andchildren of deceased workers. The DI program pays benefits to dis-abled workers and to their spouses and children.

The Administration estimates that on average in fiscal year 1991a total of 35.8 million individuals will receive monthly social securi-ty benefits from the Old Age and Survivors Insurance Trust Fund,as retired workers or their dependents, or as survivors of deceasedworkers. In addition, some 4.2 million individuals will receive bene-fits from the Disability Insurance Trust Fund as disabled workersor as dependents of disabled workers. In total, approximately 40million people will be receiving some type of monthly social securi-ty cash benefit.
The status of the trust funds.—The Administration budget projec-tions under current law for the next 5 years continue to reflect animproving financial outlook for the OASDI trust funds with thecombined trust reserve ratio growing from 71 percent of the pro-jected annual outgo at the beginning of fiscal year 1990 to 193 per-cent at the beginning of fiscal year 1995.

The following table displays the economic assumptions underly-ing the budget as they relate to the OASDI program.

ADMINISTRATIONS ECONOMIC ASSUMPTIONS RELATED TO SOCIAL SECURITY

[IN PERCENT]

Calendar year—

1990 1991 1992 1993 1994 1995

Percent change in CPI 4.8 3.9 4.0 3.9 3.6 3.3 3.0Benefit ncrease 1
4.7 3.9 4.1 3.8 3.6 3.3 3.0Real wage differential
1.6 2.3 2.6 2.5 2.1 1.8 1.9

Civilian unemployment rate 5.3 5.5 5.4 5.3 5.2 5.1 5.1

1 Benefit increase payable in January of the following year.

(23)
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Limitation on administrative expenses.—The 1991 budget re
quests $4,167 million in budget authority for administrative ex
penses, an increase of $330 million compared to 1990.

PROIOSED LEGISLATION

The budget submitted by President Bush includes six proposals
affecting the Old-age, Survivors, and Disability Insurance program.

SOCIAL SECURITY PROPOSALS—BUDGET IMPACT

[In millions of dollars]

Fiscal year— 5-year

1991 1992 1993 1994 1995
total

Cover State and local employees:

Administration estimate 2,105 2,177 2,344 2,521 2,691 11,838

CBO estimate 2,035 2,213 2,358 2,514 2,685 11,805

Cover new D.C. employees:

Administration estimate 2 6 13 16 23 60

CBO estimate 2 6 13 16 23 60

Adopted children:

Administration estimate 0 1 1 2 2 6

CBO estimate 0 1 1 2 2 6

Income tax refund offset:

Administration estimate —79 —97 —27 —18 —18 —239

CBO estimate
—78 —56 —37 —28 —22 —221

Pre-effectuation review:

Administration estimate —2 —5 —5 —6 —8 —26

CBO estimate —2 —5 —5 —6 —8 —26

Advance tax transfer:

Administration estimate 0 0 0 0 0 0

CBO estimate 0 0 0 0 0 0

Coverage of State and local employees not covered by a public re-
tirement program._Employees of State and local government are
covered by Social Security under agreements between the State
and the Secretary of Health and Human Services. Currently about

30 percent of State and local government jobs (about 7 million em-
ployees) are not covered by OASDI. About 3.8 million of these em-
ployees, many of whom are young and are employed part-time or
temporarily, are not participating in a public employee retirement
plan.

The Administration is proposing mandatory coverage of State
and local employees who are not participating in a public employee
retirement system, effective October 1, 1990.

Coverage of new employees of the District of Columbia.— Since

October 1, 1987, new employees of the District of Columbia have
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been covered by Social Security unless they participate in one ofthe city's three special retirement programs (for police and firefighters, teachers, and judges).
The budget includes a proposal to cover all new employees, in-cluding the groups currently covered by the special retirement pro-grams.
Benefits for adopted children..—Under current law, a child adopt-ed by the surviving spouse of a deceased worker must meet severaltests in order to be entitled to benefits as a surviving adopted child.First, adoption proceedings must have been initiated prior to theworker's death or the adoption must have been completed withintwo years of the worker's death. Second, the child must have beenliving in the worker's home and cannot have been receiving sup-port from any source other than the worker and the spouse in theyear prior to the worker's death.
The kdministration is proposing to change the support require-ments to permit a child who is adopted by the surviving spouse of adeceased worker to receive benefits on that worker's earnings if thechild was living in the worker's home when the worker died, or thechild was receiving one-half support from the worker at the time ofdeath.
Recoupment of certain overpayments through income tax refundoffset.—Under current law, Federal agencies that are owed a past-due, legally enforceable debt, other than a social security overpay-ment, may collect it by having the Internal Revenue Service with-hold or reduce the debtor's income tax refund.
The Administration's budget includes a proposal to give SSA per-manent authority to collect social security and SSI overpaymentsby withholding the amount due from Federal income tax refunds ifrecovery through benefit adjustment or direct payment by theoverpaid individual has not been successful. The proposal wouldapply only to amounts owed by former beneficiaries, not toamounts owed by current beneficiaries.
Pre-effectuation review requirement. —State Disability Determina-tion Services, under contract with the Federal government, makedeterminations on individuals' initial and continuing eligibility fordisability benefits. Amendments enacted in 1980 require the Secre-tary of HHS to review 65 percent of favorable disability determina-tions before the decision becomes effective. The review applies tofavorable decisions on initial claims, reconsiderations, and continu-ing disability investigations.
The Administration is proposing to reduce the review require-ment to 50 percent of all allowances (initLl claims and reconsider-ations) and 25 percent of all continuances.
Advance tax transfer.—Another proposal in the Bush budgetwould end the advance tax transfer provision. These provisionswere adopted in the 1983 social security amendments when trustfund balances were precariously low. They provide for crediting thesocial security trust funds at the beginning of each month with thesocial security taxes expected to be collected during the month. Thetrust funds are required to repay the general fund for any interestpaid on amounts transferred in advance of when they are collectedso that there should be no financial advantage to either the trustfunds or the general fund. In some cases, however, the availability
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of the advance tax transfer makes it possible for the trust funds to

avoid redeeming investments that would otherwise be needed to

meet benefit payments at the start of the month. Depending on

prevailing interest rates, this apparenfly unintended effect could

result in the trust funds earning more or less interest than would
be the case in the absence of the advance tax transfer provision.

The Administration estimates that the provision will result in a
lowering of interest paid to the trust fund over the next several

years. Since interest payments are an interfund transaction, there
would be no budgetary impact on the "unified" or Gramm-
Rudman-Hollings deficit.
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Chart 12.—SUPPLEMENTAL SECURITY INCOME

[In billions of dollars]

Fiscal year—

1990 1991

Present law:

Total SSI outlays
1 12 14

1 Includes 11 monthly payments, compared to 12 monthty payments in 1991.

Source: Congressional Budget Office.



Chart 12

Supplemental Security Income
Since January 1974, the Social Security Administration has beenresponsible for administering a basic income support program forneedy aged, blind, and disabled persons called Supplemental Secu-rity Income (SSI). This program is funded entirely from generalrevenues. 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 assurethat those costs are promptly reimbursed to the trust funds by anappropriation from general revenues.
Under present law, the average number of recipients receivingSSI payments is estimated by the Adminis-tration to be as follows:

[in thousands]

Fiscal year—

I99Oest1ggIes
Aged

1,239 1,238 1,214Blind and disabled
2870 2 986 3068

Total Federal
4,109 4,224 4,282

State supplementation only
375 381 384

Tota' SSJ recipients
4,484 4,605 4,666

The maximum Federal monthly payment in calendar year 1990is $386 for an individual, and $579 for a couple. Annual adjustmentsare made in January to reflect increases in the cost of living. CBOestimates a January 1991 COLA of 4.1 percent.
CBO estimates Federal program outlays as follows:

[In millions of dollars]

Fisca' year—

199Oest1gg1est
Federal benefits

11,483 11,329 13,259Beneficiary services
. 19 28 28

(55)
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[In mililons of dollars]—Continued—
Fiscal year—

1989 1990 est. 1991 est.

Administration 1051 1,090 1,158

Research and Demonstration 1 2 2

Total 12,555 12449 14,477

PROPOSED LEGISLATION

The Administration's budget includes one proposal to reduce
costs in the SSI program.

SUPPLEMENTAL SECURITY INCOME—SAVINGS

[In millions of dollars]

Fiscal year— - 5-year

1991 1992 1993 1994 1995
total

Administration fee 1 —55 —110 —165 —165 —165 —660

1 Administration estimate. No independent CBO estimate available.

Under present law, States may choose to supplement the Federal
payment and have these supplements administered by SSA. SSA
currently administers the supplementation programs for 17 States
and the District of Columbia. Currently there is no provision in the
statute allowing SSA to charge a fee for administering these pro-
grams -

The Administration's budget proposes to assess a fee from States
for administration of State supplementation programs. Details of
how the fees would be assessed are still to be worked out, but, ac-
cording to the Administration, the fee that a State must pay will
generally reflect the total amount of the State's supplementary
benefits.





CHART 13.—HEALTH PROGRAMS: CURRENT LAW SPENDING

bs of doHaTs]

Fisca' year—

1990 1991 1992 1993 1994

5-Year tot

1995
(1991—95)

MEDICARE OIJTLAYS

Part A 63.9 67.5 75.5 83.2 91.0 99.8 417.5
49.3 57.1 65.2 10.1 83.1 329.4

Less enafciay pemus 11.6 11.9 12.6 13.4 18.2 15.0 61.1

Total 95.6 104.9 120.0 135.0 151.4 168.6 619.9

Hospitals 54.7 60.2 66.7 73.7 81.2 88.9 370.6

Physicians 26.5 29.5 33.6 37.7 42.0 46.5 189.3

Other 26.1 27.2 32.3 31.0 42.3 48.2 187.0

Less Beneficiary premiums 11.6 11.9 12.6 13.4 14.2 15.0 67.1

Total 95.5 104.9 120.0 135.0 151.4 168.6 679.9

MEDICAID OUTLAYS

Federal expenditures 39.5 45.1 50.8 56.8 63.3 70.5 286.6

State costs 29.6 33.0 36.6 41.0 45.6 50.8 207.0

Total 59.1 78.2 81.0 97.8 108.9 121.3 493.6

MATERNAL AND CHILD HEALTH BLOCK GRA1T

Federal expenditures 0.6 0.6 0.6 0.6 0.7 0.7 3.1

State costs 0.4 0.4 0.4 0.4 0.4 0.4 2.0

Tota' 0.9 0.9 1.0 1.0 1.1 1.1 5.1

Source: congressonaI Budget 0ffce estimates.



Chart 13

Health Programs

MEDICARE
Medicare is a nationwide health insurance program for 33 mil-lion aged and disabled individuals. It is authorized by Title XVIII

of the Social Security Act and consists of two parts. Part A, the
Hospital Insurance Program, provides protection against the costs
of inpatient hospital services, skilled nursing facility services, home
health care and hospice care. Part B, the Supplemental Medical In-
surance program, is a voluntary program which provides protection
against the costs of physicians' services and other medical services.

The Congressional Budget Office estimates that under current
law, spending for the Medicare program in FY 1991 will be $116.8
billion, of which $67.5 billion is for part A and $49.3 billion is for
part B. The CBO estimates that basic premiums collected from
Medicare participants in FY 1991 will total $11.9 billion. Spending
for program administration will be $2.8 billion for FY year 1991,about 2.4 percent of the total.

MEDICAID
Medicaid is a Federally-aided, State-designed and administered

program, authorized by Title XIX of the Social Security Act, which
provides medical assistance for certain low-income persons. Subject
to Federal guidelines, States determine eligibility and the scope ofbenefits to be provided. The Federal government's share of Medic-aid expenditures is tied to a formula inversely related to the percapita income of the State. Federal matching for services variesfrom 50 percent to 78 percent. Administrative costs are generallymatched at 50 percent except for certain items which are subject to.higher matching rates.

Recent budget reconciliation acts have expanded Medicaid's cov-erage for pregnant women and young children. Pursuant to theOmnibus Budget Reconciliation Act of 1989 (P.L. 101—239), States
are required, as of April 1, 1990, to cover all pregnant women andchildren up to age six with family incomes up to 133 percent of theFederal Poverty Level ($14,045 for a family of three). At their
option, States may cover pregnant women and infants (up to ageone) with family incomes up to 185 percent of the Federal Poverty
Level ($19,536 for a family of three).

(59)



Porl B bnfHs 48b (4L0%)

Fiscal Year 1991 Medicare Outlays
Curreni Low

Adminisirollon $3b (2.4%)

Part A bartefB $SSb (56.6%)

SOURCE: CBO estimates

NOTE: Figures do not reflect offsetting income from beneficiary premiums



Chart 14

Health Programs: Administration Proposals

MEDICARE

The Administration budget proposes to reduce outlays and in-
crease premiums under the Medicare program for fiscal year 1991
by $5.158 billion. This amount includes $3.035 in reduced payments
to providers under Part A, and $2.108 billion in payment reduc-
tions and premium changes under Part B. It does not include in
creased revenue to the Hospital Insurance Trust Fund associated
with proposals to include State and local government workers
under Medicare. (See section on revenue). All estimates have been
prepared by the Congressional Budget Office. Table 14 compares
Administration and CBO estimates of Medicare savings proposals.
Unless otherwise specified, the proposals are legislative, rather
than regulatory, in nature.

Of the $5158 billion in Medicare spending cuts, $3.9 billion, or 75
percent, would come from reducing payments to hospitals for both
inpatient and outpatient services. Payments to physicians would be
reduced roughly $990 million, less than 20 percent of the total.

(69)
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MEDICARE PART B
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14. Part B premium.—The part B premium was originally set at
a level to cover 50 percent of program costs, but subsequently the
increase in the premium from year to year was limited to the most
recent percentage increase in Social Security cash benefits. As a
result, the percentage of program costs covered by the premium
dropped to 24 percent by 1981, and legislation was enacted to hold
the premium at 25 percent of program costs through 1984. This
provision was extended on a number of occasions, but will expire at
the end of 1990.

The Administration budget would establish the part B premium
at the greater of 25 percent of program costs or the previous year's
premium, increased by the annual percentage increase in Social Se-
curity cash benefits. This provision would be permanent. ($2 mu
lion in 1991)
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CHART 17.—TAX REVENUES UNDER PRESENT LAW

[In billions of dollars]

Current Services CBO Baseline

1991 1992 1991 1992

Individual Income 524 560 529 564

Corporate Income 129 141 111 116

Social Insurance 417 444 412 437

Excise Taxes 35 35 34 32

Other' 52 55 53 54

TOTAL 1,156 1,235 1,139 1,203

1 Includes estate and gift taxes, custo ms duties, and other miscellaneous receipts.



Chart 17

Tax Revenues Under Present Law
The current services projections represent the Administration'sestimate of what federal tax revenues would be under existing law.Similarly, the CBO baseline represents the Congressional BudgetOffice's projections of Federal revenue if current policies remainunchanged.
Under President Bush's 1991 budget proposals, total receiptswould rise to $1,170 billion in 1991 and $1,246 in 1992. These pro-posals are listed in chart 17.

(87)
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Chart 1 8.—DESCRIPTION OF BUSH ADMINISTRATION PROPOSALS

ON RECEIPTS

[In billions of dollars]

1991 1992 1993

1. Capital Gains 4.9 2.8 1.2
2. IRS Management Reforms 2.5 1.1 0.5
3. State and Local Employees 1 3.8 3.9 4.0
4. Telephone Excise Tax 1 1.6 2.5 2.7
5. Payroll Tax Deposit Rules 0.9 2.2 —3.1
6. IRS Enforcement Funding 0.5 0.8 1.3
7. Airport and Airway Trust Fund Excise 0.5 0.8 0.9

Taxes 1

8. Ad Valorem Fee on Shippers 1 0.3 0.3 0.3
9. Permit Limited Use of Excess Pension 0.2 0.4 0.2

Funds to Pay Retiree Health Bene-

f its.

10. Treatment of Salvage Value by Proper- 0.2 0.2 0.2
ty and Casualty Insurance Compa-
nies.

11. SEC Fees 0.1 0.1 0.1
12. Federal Reserve Reimbursement 0.1 0.1 0.1
13. IRSUserFee 0.1 0.1 0.1
14. Abandoned Mine Reclamation Fees 1 0.1 0.3
15. CFTC Fee (*) (*) (*)
16. Liquor Occupation Taxes (*) (*) (*)
17. D.C. Employees:

CSRS contribution (*) (*) (*)
OASDHI coverage (*) (*) (*)

18. FEMAFees (*) (*) (*)
19. Corps of Engineers Fees (*) (*) (*)
20. R&E Tax Credit —0.5 —0.9 —1.1
21. R&E Allocation Rules —0.4 —0.7 —0.8
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Chart 18.—DESCRIPTION OF BUSH ADMINISTRATION PROPOSALS

ON RECEIPTS—Continued

[In billions of dollars]

1991 1992 1993

22. Energy Tax Incentives —0.3 —0.5 —0.5

23. Family Savings Accounts —0.2 —0.6 —1.0

24. Health Insurance Deduction for Self- —0.2 —0.4 —0.5

employed.

25. Low-income Housing Credit —0.1 —0.3 —0.4

26. Enterprise Zones ( —) —0.2 —0.3

27. Early Withdrawals from IRAs
(_*) —0.1 —0.1

28. Delay Federal Pay Raise
(_*) —0.1 —0.1

29. Child Care Credit 2 ( — *)
(

*)
(

*)

30. Railroad UI
(_*) (_*) (_*)

31.

32.

Special Needs Adoption
(_*)

Other Proposals —0.1

(_*)
—0.2

(*)
(_*)

*$50 million or tess.
Net of income tax offsets.

2 Reflects only the effect of the proposal on budget receipts. The proposal increases
outlays by the following amounts: 1991, $0.2 billion; 1992, $1.8 billion; and 1993, $2.0

billion.



Chart 18

Descriptka of Bush Administration Proposa's on Receipts
1. Capital Gains.=The Administration proposes to allow individ-

uals, beginning in 1990, to exclude a percentage of gain on capital
assets as defined under present law, except that collectibles would
be excluded. After 1991, the exclusion would increase based on the
length of time the asset was held: 30 percent for assets held 3 years
or more, 20 percent for asseth held at least 2 years but less than 3
years, and 10 percent for asseth held at least 1 year but less than 2
years. The alternative minimum tax would apply to excluded
amounts and all depreciation would be recaptured in full as ordi
nary income.

2. IRS Management Reforrns.-The Administration intends that
IRS will undertake several management initiatives that would in
crease revenue yields without rquirirg additional expenditures.

3. State and Local Employees==The Administration proposes
tending mandatory social security (OASDI) coverage to State and
local government empIoyee who do not participate in retirement
plans. The Administration also proposes extending mandatory
Medicare hospital insurance (HI) coverage to State and local em
ployees not otherwise covered under present law, effective October
1, 1990.

4. Telephone Excise Tax.—-The Administration proposes making
the current 3 percent Federal excise tax on telephone service per
manent, Under existing law, the excise tax is scheduled to expire
at the end of 1990. The Administration also proposes to move the
deposit date for the tax.

5. Payroll Tax Deposit Rules— The Administration proposes that
payroll tax deposits of $100,000 or more rust be made by the close
of the next banking day.

6. IRS Enforcement Funding.—The Administration proposes to
increase budget authority for the IRS to about $6.1 billion. IRS
funding for enforcement would be increased.

7. Airport and Airway Trust Fund Excise Taxes.- The Adminis-
tration proposes to repeal the aviation tax reduction "trigger." The
Administration also proposes to extend the excise taxes beyond
1990 and increase the air passenger ticket tax from 8 percent to 10
percent, the domestic air freight tax from 5 percent to 625 percent,
and the noncommercial aviation taxes from 12 cents per gallon to
15 cents per gallon for gasoline and from 14 cents per gallon to 17.5
cents per gallon for jet and other fuels.

8. Ad Valorem Fee on Shippers—The Administration proposes to
increase the ad valorem fee on shippers from 0.04 percent of cargo
value to approximately 0.125 percent of cargo value.

9. Permit Limited Use of Excess Pension Funds to Pay Retiree
Health Benefits—The Administration proposes to permit the trans-
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fer of excess pension plan assets to a section 40 1(h) medical benefits
accoun within the plan without termination or disqualification of
the plan, under certain restrictions.

10. Treatment of Salvage Value by Property and Casualty Insur-
ance Companies.—The Administration proposes that the deduction
for losses incurred by property and casualty insurance companies
should be reduced by estimated recoveries of salvage (including
subrogation claims) attributable to such losses, beginning after De-

cember 31, 1989.
11. Securities and Exchange Commission (SEC) Fees—The Ad-

ministration proposes to increase the fee on securities market
transactions from 1/300 to 1/200 of 1 percent of dollar value of
sales, and to expand this fee to apply to most over-the-counter secu-
rities transactions. The Administration also proposes to increase
the fee charged for merger or proxy filing from 1/50 to 1/40 of 1
percent of the value of the transaction, and the registration fee on
securities from 1/50 to 1/40 of 1 percent of the value of the securi-
ties.

12. Federal Reserve Reimbursement. —The Administration pro-
poses to establish a permanent, indefinite appropriation to reim-
burse Federal Reserve banks for their services as fiscal agents for
the Bureau of the Public Debt. This would result in a correspond-
ing increase in deposit of earnings by the Federal Reserve System.

13. IRS User Fee.—The Administration proposes to extend per-
manently the existing fee on private letter ruling and similar re-
quests.

14. Abandoned Mine Reclamation Fees.—The Administration pro-
poses to extend permanently the abandoned mine reclamation fees,
which would expire in August 1992 under current law.

15. Commodity Futures Trading Commission (CFTC) Fee.—The
Administration proposes to impose a futures market transactions
fee of 11 cents per transaction, effective October 1, 1990.

16. Liquor Occupation Taxes.—The Administration proposes to
eliminate the special occupational taxes currently levied on liquor
retailers and increase the existing taxes on wholesalers and manu-
facturers.

17. District of Columbia (D.C.) Employees.— The Administration
proposes to require the D.C. government to phase in payments for
current Civil Service Retirement System cost of living (COLA) li-
abilities and to pay the cost of COLAs for post-1986 CSRS annu-
itants. The Administration also proposes to extend Social Security
and Medicare hospital insurance (OASDHI) coverage to all newly
hired D.C. government employees, effective January 1, 1991.

18. Federal Emergency Management Agency (FEMA) Fees.—The
Administration proposes to impose user fees on the owners of nu-
clear power plants.

19. Corps of Engineers Application Fees.— The Administration
proposes to collect fees on requests for permits for development or
other activities on navigable waterways and wetlands.

20. Research and Experimentation (R&E) Tax Credit—The Ad-
ministration proposes making permanent the R&E tax credit, with
100 percent of research expenses eligible in 1990.

21. Allocation of Research and Experimentation (R&E) Ex-
penses—The Administration proposes making permanent the R&E
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allocation rules, as modified by the Omnibus Budget Reconciliation
Act of 1989.

22. Energy Tax Incentives.—The Administration makes four pro-
posals to boost energy production: a 10 percent tax credit for the
first $10 million of exploratory intangible drilling costs and a 5 per-
cent credit for the balance of such costs; a 10 percent credit for new
tertiary enhanced recovery projects; for percentage depletion,
eliminating the transfer rule and increasing the net income limita-
tion for independent producers; and eliminating 80 percent of the
exploratory intangible drilling cost preferences of independent pro-
ducers from the minimum tax.

23. Family Savings Accounts.—The Administration proposes to
create a new type of savings account, the "Family Savings Ac-
count." Although no current-year tax deduction would be available
for contributions to these accounts, the contributions and the earn-
ings could be withdrawn tax-free, as long as the account was main-
tained for at least seven years. Withdrawals of earnings on contri-
butions maintained in the account for less than three years would
be subject not only to regular income tax, but also to a 10 percent
excise tax penalty. The proposal would allow contributions of up to
$2,500 a year for single individuals with income of $60,000 or less,
and $5,000 a year for families with income of $120,000 or less.

24. Health Insurance Deduction for Self-employed.—The Adminis-
tration proposes to extend permanently the 25 percent deduction
for health insurance expenses of self-employed individuals, which
would expire after September 30, 1990 under current law.

25. Low-income Housing Tax Credit.—The Administration pro-
poses to extend the low-income housing tax credit, as modified by
the Omnibus Budget Reconciliation Act of 1989, through 1991 with
100 percent of the credit available in 1990.

26. Enterprise Zones.—The Administration proposes targeting
new employment- and capital-based tax incentives to businesses
that locate in designated enterprise zones. Under the Administra-
tion's proposal, up to 50 zones would be eligible for these tax bene-
fits.

27. Waive Excise Tax for Early Withdrawals from IRAs.—The
Administration proposes to permit penalty-free withdrawals from
some Individual Retirement Accounts (IRAs) to purchase a first
home.

28. Delay the Federal Employee Pay Raise.—The Administration
proposes to delay the Federal employee pay raise 3 months from
October 31, 1990 to January 1, 1991.

29. Child Care Credit.—The Administration proposes establishing
a new refundable child care tax credit of up to $1,000 for each child
under age four for families with adjusted gross income up to
$13,000; the income ceiling would be gradually raised to $20,000 by
1995. The Administration proposal would also make the existing
child and dependent care credit refundable.

30. Railroad UI Reimbursable Status—The Administration pro-
poses to extend beyond 1990 the exemption from the full railroad
unemployment tax rate provided to public commuter railroads. The
Administration proposal would also extend the same exemption to
Amtrak beginning in 1991.

26—613 0 — 90 ——
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31, Deduction for Special Needs Adoption.=—The Administration
proposes restoring a deduction of up to $3,000 for the expenses as
cciated with adopting special needs children.

32. Other F-oposa1s.----Other Administration proposals affecting
receipts include modification of the EPA pesticide fee and an in-
crease in the HUD interstate land sates fee.
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Chart 19.—TAX EXPENDITURES

[In billions of dollars]

Outlay equivalent Revenue loss

1990 1991 1990 1991

National defense 2.3 2.4 2.0 2.0

International affairs 6.8 7.3 4.9 5.3

General science, space, and

technology 3.4 2.9 2.7 2.5

Energy 1.2 1.5 1.4 1.7

Natural resources and

environment 2.9 2.8 2.5 2.5

Agriculture 0.5 0.5 0.6 0.5

Commerce and housing 151.6 154.7 145.3 148.9

Transportation 0.2 0.2 0.1 0.1

Community and regiona'

development 2.7 2.9 2.1 22

Education, training,

employment and social

services 23.1 24.4 20.9 22.1

Health 51.4 56.8 42.9 47.4

Income security 80.7 84.7 63.3 66.5

Socia' security 19.9 20.9 19.9 21.0

Veterans benefits and services .. 1.9 2.0 1.9 1.9

Genera' government 37.0 39.2 33.6 35.5

Interest 1.1 1.1 1.0 1.1



Chart 19

Tax Expenditures

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 expenditures and
tax expenditures as alternate means of providing incentives.

The Budget Act defines tax expenditures as "revenue losses" at-
tributable to provisions of the Federal tax laws that 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
liability. In general, the concept is intended to identify provisions
in the tax law which either encourage certain behavior or compen-
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.

The definition of "tax expenditure" is not precise. This impreci-
sion has resulted in substantial controversy. Chart 18 includes 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 disapproval, or any judgment about the effectiveness of
any provision.

Chart 18 presents a summary of tax expenditures by budget
functional category. The chart reflects both the Administration's
estimate of the budget outlay equivalent for tax expenditures and
the Administration's estimates of the revenue loss for tax expendi-
tures.

Tax expenditure estimates should not be interpreted as the in-
crease in Federal receipts (or reduction in the budget deficit) that
would result if a provision were repealed. Repeal of some provi-
sions could affect the aggregate level of income and economic
growth. Many tax expenditures are not independent of each other;
their values are largely interdependent. Additionally, the annual
value of tax expenditures is very time-dependent.

The tax expenditure table from the President's budget is reprint-
ed in Appendix E.
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U.S. SENATE,
COMMITFEE ON FINANCE,

Washington, DC, March 7, 1989

Hon. JAMES R. SASSER,
Chairman, Committee on the Budget,
U.S. Senate,
Washington, DC.

DEAR MR. CHAIRMAN:

Pursuant to section 301(d) of the Congressional Budget Act of1974, as amended, I am transmitting to you the attached document
presenting the views and estimates of the Committee on Financewith respect to the fiscal year 1990 budget. I am also enclosing acommittee print which provides additional information on matters
within the jurisdiction of the Committee on Finance.

Sincerely,
LLOYD BENTSEN, Chairman

Attachment.
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March 7, 1989

Views and Estimates of the Committee on Finance With Respect
to the Budget for Fiscal Year 1990

Overall budgetary situation.—Under the Balanced Budget andEmergency Deficit Control Act of 1985, as amended, the Congress ismandated to seek certain levels of deficit reduction leading ulti-mately to a balanced budget in 1993. In any given year, automaticcuts in spending levels will be triggered if the required deficit re-duction has not been achieved as determined by the Office of Man-agement and Budget. The President's budget for fiscal year 1990projects a deficit which meets the target, but only if current poli-cies (including appropriations) are changed sufficiently to reducethe disparity between spending and revenues by approximately $27billion. The baseline estimates of the Congressional Budget Officewould indicate that an even larger amount of deficit reductionwould be required to meet the goal of having a deficit for fiscalyear 1990 which does not exceed $100 billion.As the committee with primary legislative responsibility for fi-nancing the operations of the Government, the Committee on Fi-nance is keenly aware of the importance of reducing the massivedeficits of recent years. At the same time, the Committee recog-nizes that Congress retains a responsibility to deal with the high-priority needs of the nation, and many of the programs within Fi-nance Committee jurisdiction are vital to the health and well-beingof the citizens of this country.
It is clear, in any case, that effective action against the deficitsrequires cooperative efforts on the part of the Congress and the Ad-

ministration. We look forward to working with the Administrationin fashioning those details of the budgetary program which involvematters within the jurisdiction of this committee.Tax proposals.As noted above, the President's Budget projectsa baseline deficit under the Gramm-Rudman.Hollings statutewhich must be reduced by approximately $27 billion if we are tomeet the revised goals set by Congress and the Administration in1987. That situation could worsen if economic conditions developunfavorably in the next few months. The President's budget doesinclude several revenue proposals. Some of these would reduce thedeficit while others would increase it. The Committee is committedto assuring that any revenue changes it may propose will be de-signed in such a way as not to worsen the deficit. The Committeebelieves, however, that revenues are unikely to play a role inmeeting this year's deficit reduction goals unless there is biparti-san agreement on such an approach. In the absence of bipartisan
agreement, the budget resolution should contain no reconciliation
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instruction directing the Committee on Finance to propose revenue

increases.
Medicare—The Committee notes that the Medicare program has

over the past several years borne much of the burden of outlay re-
duction. While that program does represent a major element of

Federal spending, it cannot continue indefinitely to absorb major

cutbacks without damaging the health care system in wars which
will ultimately be harmful to the nation and the program s benefi-

ciaries. The Committee will of course continue to carefully review

this program to assure that it is operating on a fiscally sound and

efficient basis. The Committee strongly believes, however, that the
Congressional budget for fiscal year 1990 should not be based on

any assumption of significant cutbacks in Medicare. Specifically,

the Committee feels that the level of Medicare deficit reduction

projected in the President's budget ($5 billion in fiscal year 1990;

$24 billion over fiscal years 1990—1992) exceeds the level that it will

be willing to recommend.
Welfare reform.—In the last Congress, a major reform of the wel-

fare system was enacted into law. This legislation has the potential
for changing welfare in this nation from a program of dependency

into a program which provides recipients with the tools to be inde-

pendent, productive members of society. It is crucial to the success

of this legislation that it be adequately funded in accord with the

statutory entitlements (including the new JOBS program) estab-

lished last year. The Congressional budget should assume both that

entitlement funding and funding to implement several provisions

of the welfare reform legislation which were adopted on a non-enti-

tlement basis as discretionary authorizations. This includes, for ex-

ample, funds for research and evaluation. The full cost of funding

the welfare reform legislation, from a budgetary standpoint, was

offset by financing provisions in that same act.
Children's initiatives—While the Committee is deeply concerned

with the need for deficit reduction, the existence of that deficit

does not relieve the nation of its responsibility to find ways to im-

prove the lives of its children, especially those who are poor or dis-
abled. The Committee expects to propose meeting that responsibil-

ity by implementing new initiatives in the areas of child welfare,

child care, and child health. Several elements of the Committee's

jurisdiction are closely involved with those areas including: the tax

code; the social services program under title XX of the Social Secu-

rity Act; the adoption assistance, foster care, and child welfare
services programs; Medicaid; and the maternal and child health
program. While the Committee has not yet had the opportunity to

review or develop specific proposals in these areas, we recommend

that the budget resolution accommodate new children's initiatives

in these Finance Committee programs in fiscal year 1990.
Custom.s/Internationchl Trade.—We note that the budget submit-

ted by President Reagan assumed the repeal of the Trade Adjust-

ment Assistance program which was just extended and reformed by
last year's trade bill. It is extremely unlikely that the Committee

will recommend repeal, so the Committee on the Budget should not

assume the enactment of repeal legislation. With respect to fund-

ing of the United States Trade Representative, the Committee is

concerned that the President's budget submission does not fully
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take into account the increased program activities of the agency
due to enactment of last year's trade bill, implementation of the
U.S-Canada Free Trade Agreement, and increased activity in the
Uruguay Round of multilateral trade negotiations. We recommend
that the budget resolution assume that the Committee may in-
crease USTR's funding above the President's requested level in
order to assure that the agency has adequate resources to perform
its functions.

Other Finance Committee prograrn.s.—In general, the Committee
recommends that the budget resolution be based on an assumption
that the programs in its jurisdiction which are not specifically ad-
dressed above be continued without substantive change.

Public Debt Limit—The debt limit under existing law is set at
$2.8 trillion. It appears that this level will be exceeded by the end
of fiscal year 1989. At that time, a debt subject to limit of approxi-
mately $2.85 trillion is now projected. By the end of fiscal year
1990, the debt limit will have to be increased to about $3.1 trillion.
The budget resolution should reflect these projections.

Summary. —As in the past, the Committee is prepared to act re-
sponsibly pursuant to the directives of the Congress contained in
the concurrent resolution on the budget, working together with the
other committees of the Senate. We must emphasize, however, that
the Finance Committee will insist on maintaining the flexibility to
choose among all available policy options to meet its obligations
under the budget process, rather than being limited to any specific
set of options.





APPENDIX B

Excerpt From the Congressional Budget and Impoundment
Control Act of 1974, as Amended

(109)





DEFINITIONS

SEC. 3. IN GENERAL—FOr purposes of this Act—
(1) The terms "budget outlays" and "outlays" mean, with re-spect to any fiscal year, expendituies and net lending of fundsunder budget authority during such year.
(2) The term "budget authority" means authority providedby law to enter into obligations which will result in immediate

or future outlays involving Government funds or to collect off-setting receipts, except that such term does not include author.ity to insure or guarantee the repayment of indebtedness in-curred by another person or government.
(3) The term "tax expenditures" means those 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, ora deferral of tax liability; and the term "tax expenditures
budget" means an enumeration of 8uch tax expenditures.

(4) The term "concurrent resolution on the budget" means—
(A) a concurrent resolution setting forth the congression-

al budget for the United States Government for a fiscal
year as provided in section 301; and

(B) any other concurrent resolution revising the congres-
sional budget for the United States Government for a
fiscal year as described in section 304.

(5) The term "appropriation Act" means an Act referred to
in section 105 of title 1, United States Code.

(6) The term "deficit" means, with respect to any fiscal year,
the amount by which total budget outlays for such fiscal year
exceed total revenues for such fiscal year. In calculating the
deficit for purposes of comparison with the maximum deficit
amount under the Balanced Budget and Emergency Deficit
Control Act of 1985 and in calculating the excess deficit for
purposes of sections 251 and 252 of such Act (notwithstanding
section 710(a) of the Social Security Act), for any fiscal year,
the receipts of the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund
for such fiscal year and the taxes payable under sections
1401(a), 3101(a), and 3111(a) of the Internal Revenue Code of
1954 during such fiscal year shall be included in total revenues
for such fiscal year, and the disbursements of each such Trust
Fund for such fiscal year shall be included in total budget out.
lays for such fiscal year. Notwithstanding any other provision
of law except to the extent provided by section 710(a) of the
Social Security Act, the receipts, revenues, disbursements,
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budget authority, and outlayE of each off-budget Federal entity
for a fiscal year shall be included in total budget authority,
total budget outlays, and total revenues and the amounts of
budget authority and outlays set forth for each major function-
al category, for such fiscal year. Amounts paid by the Federal
Financing Bank for the purchase of loans made or guaranteed
by a department agency or instrumentality of the Government
of the United States shall be treated as outlays of such depart-
ment, agency, or instrumentality.1

[Section 8(7) expires on September 80, 1993; P.L. 99-477, section
275(bX2XA) as amended by P.L. 100-119.]

(7) The term "maximum deficit amount" means
(A) with respect to the fiscal year beginning October 1,

1985, $171,900,000,000;
(B) with respect to the fiscal year beginning October 1,

1986, $144,000,000,000;
(C) with respect to the fiscal year beginning October 1,

1987, $144,000,000,000;
(D) with respect to the fiscal year beginning October 1,

1988, $136,000,000,000;
(E) with respect to the fiscal year beginning October 1,

1989, $10O,O00,000,000
(F) with respect to the fiscal year beginning October 1,

1990, $64,000,000,000;
(G) with respect to the fiscal year beginning October 1,

1991, $28,000,000,000; and
(H) with respect to the fiscal year beginning October 1,

1992, zero.
(8) The term "off-budget Federal entity" means any entity

(other than a privately owned Government-sponsored entity)—
(A) which is established by Federal law, and
(B) the receipts and disbursements of which are required

by law to be excluded from the totals of—
(i) the budget of the United States Government sub-

mitted by the President pursuant to section 1105 of
title 31, United States Code, or

(ii) the budget adopted by the Congress pursuant to
title III of this Act.

(9) The term "entjtlemeflt authority" means spending au-
thority described by section 401(cX2XC).

(10) The term "credit authority" means authority to incur
direct loan obligations or to incur primary loan guarantee com-
mitments.

[Public Law 95-110, 91 Stat 884, September 20, 1977, An Act to

Abolish the Joint Committee on Atomic Energy, repealed section

3(b).]
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TITLE 111—CONGRESSIONAL BUDGET PROCESS
TIMETABLE

SEC. 300. The timetab'e with respect to the congressional budget
process for any fiscal year is as follows:
On or before: Action to be completed:

First Monday after January 3 Pre8ident submits hi8 budget.February 15 Congressional Budget Office 8ubmits
report to Budget Committeee,February 25 Committees submit views and esti-
mates to Budget Committeee.April 1 Senate Budget Committee reporth con-
current resolution on the budget.April 15 Congress completes action on concur-
rent resolution on the budget.May 15 Annual appropriation bills may be con-
sidered in the House.June 10 House Appropriations Committee re-
ports last annual appropriation bill.June 15 Conress completes action on reconcili-
ation legislation.

June 30 House completes action on annual ap-
propriation bills.

October 1 Fiscal year begins.

ANNUAL ADOPTION OF CONCURRENT RESOLUTION ON THE BUDGET

SEC. 301. (a) CONTENT OF CONCURRENT RESOLUTION ON THE
BUDGET—On or before April 15 of each year, the Congress shall
complete action on a concurrent resolution on the budget for the
fiscal year beginning on October 1 of such year. The concurrent
resolution shall set forth appropriate levels for the fiscal year be-
ginning on October 1 of such year, and planning levels for each of
the two ensuing fiscal years, for the following—

(1) totals of new budget authority, budget outlays, direct loan
obligations, and primary loan guarantee commitments;

(2) total Federal revenues and the amount, if any, by which
the aggregate level of Federal revenues should be increased or
decreased by bills and resolutions to be reported by the appro-
priate committees;

(3) the surplus or deficit in the budget;
(4) new budget authority, budget outlays, direct loan obliga-

tions, and primary loan guarantee commitments for each
major functional category, based on allocations of the total
levels set forth pursuant to paragraph (1); and

(5) the public debt.'

See Rule XLIX of the Rules of the House of Representatives as it pertains to the atatutory
limit on the puWic debt in the House of Representatives, p. 50.
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(b) ADDITIONAL MATrERS IN CONCURRENT RE5OLUTION.—The con-
current resolution on the budget may— -

(1) set forth, if required by subsection (f), the calendar year
in which, in the opinion of the Congress, the goals for reducing
unemployment set forth in section 4(b) of the Employment Act
of 1946 should be achieved;

(2) include reconciliation directives described in section 310;
(3) require a procedure under which all or certain bills or

resolutions providing new budget authority or new entitlement
authority for such fiscal year shall not be enrolled until the
Congress has completed action on any reconciliation bill or rec-
onciliation resolution or both required by such concurrent reso-
lution to be reported in accordance with section 310(b); and

(4) set forth such other matters, and require auch other pro.
cedures, relating to the budget, as may be appropriate to carry
out the purposes of this Act.

(c) CONSIDERATION OF PROCEDURES OR MATFERS WHICH HAVE THE
EFFECT OF CHANGING ANY RULE OF THE HOUSE OF REPRE5ENTA-
TIVES.—If the Committee on the Budget of the House of Represent-
atives reports any concurrent resolution on the budget which in-
cludes any procedure or matter which has the effect of changing
any rule of the House of Representatives, such concurrent resolu-
tion shall then be referred to the Committee on Rules with instruc-
tions to report it within five calendar days (not counting any day
on which the House is not in session). The Committee on Rules
shall have jurisdiction to report any concurrent resolution referred
to it under this paragraph with an amendment or amendments
changing or striking out any such procedure or matter.

(d) ViEws AND ESTIMATES OF OTHER COMMITTEES—On or before
February 25 of each 'ear, each committee of the House of Repre-
entativea having legislative juri!diction uhall aubmit to the Com-
mittee on the Budget of the House and each committee of the
Senate having legislative jurisdiction shall submit to the Commit-

• tee on the Budget of the Senate its views and estimates (as deter-
mined by the committee making such submission) with respect to
all matters set forth in subsections (a) and (b) which relate to mat-
ters within the jurisdiction or functions of such committee. The
Joint Economic Committee shall submit to the Committees on the
Budget of both Houses its recommendations as to the fiscal pohcy
appropriate to the goals of the Employment Act of 1946. Any other
committee of the House of Representatives or the Senate may
submit to the Committee on the Budget of its House, and nny joint
committee of the Congress may submit to the Committees on thr
Budget of both Houses, its views and estimates with respect 1r ;II
matters set forth in subsections (a) and (b) which relate to mnttrs
within its jurisdiction or functions.

(e) HEARINGS AND REP0RT.—In developing the concurrent resolii
tion on the budget referred to in subsection (a) for each fiscal yvar,
the Committee on the Budget of each House shall hold hringc
and shall receive testimony from Members of Congress and sutit
appropriate representatives of Federal departments and agenriPc.
the general public, and national organizations as the Comrnitt
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deems desirable. Each of the recommendations as to short-term and
medium-term goals set forth in the report submitted by the mem-
bers of the Joint Economic Committee under subsection (d) may be
considered by the Committee on the Budget of each House as part
of its consideration of such concurrent resolution, and its report
may reflect its views thereon, including its views on how the esti-
mates of revenues and levels of budget authority and outlays set
forth in such concurrent resolution are designed to achieve any
goals it is recommending. The report accompanying such concur-
rent 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, total direct loan obliga-
tions, total primary loan guarantee commitments, as set. forth
in such concurrent resolution, with those estimated or request-
ed in the budget submitted by the President;

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

(4) an allocation of the level of Federal revenues recommend-
ed 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
any alternative economic assumptions and objectives which the
committee considered;

(6) projections (not limited to the following), for the period of
five fiscal years beginning with such fiscal year, of the estimat-
ed levels of total budget outlays and total new budget author-
ity, the estimated revenues to be received, and the estimated
surplus or deficit, if any, for 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;

(8) information, data, and comparisons indicating the
manner in which and the basis on which, the committee deter-
mined each of the matters set forth in the concurrent resolu-
tion; and

(9) allocations described in section 302(a).

(f) ACI-IIEVEMENT OF GOALS FOR REDUCING UNEMPLOYMENT.—
(1) If, pursuant to section 4(c) of the Employment Act of

1946, the President recommends in the Economic Report that
the goals for reducing unemployment set forth in section 4(b)
of such Act be achieved in a year after the close of the five-
year period prescribed by such subsection, the concurrent reso-
lution on the budget for the fiscal year beginning after the
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date on which such Economic Report is received by the Con-
gress may set forth the year in which, in the opinion of the
Congress, such goals can be achieved.

(2) After the Congress has expressed its opinion pursuant to
paragraph (1) as to the year in which the goals for reducing
unemployment set forth in section 4(b) of the Employment Act
of 1946 can be achieved, if, pursuant to section 4(e) of such Act,
the President recommends in the Economic Report that such
goals be achieved in a year which is different from the year in
which the Congress has expressed its opinion that such goals
should be achieved, either in its action pursuant to paragraph
(1) or in its most recent action pursuant to this paragraph, the
concurrent resolution on the budget for the fiscal year begin-
ning after the date on which such Economic Report is received
by the Congress may set forth the year in which, in the opin-
ion of the Congress, such goals can be achieved.

(3) It shall be in order to amend the provision of such resolu-
tion setting forth such year only if the amendment thereto also
proposes to alter the estimates, amounts, and levels (as de-
scribed in subsection (a)) set forth in such resolution in ger-
mane fashion in order to be consistent with the economic goals
(as described in section 3(aX2) and 4(b) of the Employment Act
of 1946) which such amendment proposes can be achieved by
the year specified in such amendment.

(g) ECONOMIC ASSUMPTIONS.—
(1) It shall not be in order in the Senate to consider any con-

current resolution on the budget for a fiscal year, or any
amendment thereto, or any conference report thereon, that
sets forth amounts and levels that are determined on the basis
of more than one set of economic and technical assumptions.

(2) The joint explanatory statement accompanying a confer-
ence report on a concurrent resolution on the budget shall set
forth the common economic assumptions upon which such joint
statement and conference report are based, or upon which any
amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagree-
ment, is based.

(3) Subject to periodic reestimation based on changed eco-
nomic conditions or technical estimates, determinations under
titles III and IV of the Congressional Budget Act of 1974 shall
be based upon such common economic and technical assump-
tions.

(h) Buixrr COMMIITEE CONSULTATION WITH COMMIVrEE5.—The
Committee on the Budget of the House of Representatives shall
consult with the committees of its House having legislative jurisdic-
tion during the preparation, consideration, and enforcement of the
concurrent resolution on the budget with respect to all matters
which relate to the jurisdiction or functions of such committees.

[Section 301(i) expires on September 30, 1P93; P.L. 99-177, section
275(bX2XB) as amended by P.L. 100-liP.]
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(i) MAXIMUM DEFICIT AMOUNT MAY Nor BE EXCEEDED.—.
(1XA) Except as provided in paragraph (2), it shall not be in

order in either the House of Representatives or the Senate to
consider any concurrent resolution on the budget for a fiscal
year under this section, or to consider any amendment to such
a concurrent resolution, or to consider a conference report onsuch a concurrent resolution, if the level of total budget out-
lays for such fiscal year that is set forth in such concurrent
resolution or conference report exceeds the recommended level
of Federal revenues set forth for that year by an amount that
is greater than the maximum deficit amount for such fiscal
year as determined under section 3(7), or if the adoption of
such amendment would result in a level of total budget outlays
for that fiscal year which exceeds the recommended level of
Federal revenues for that fiscal year, by an amount that is
greater than the maximum deficit amount for such fiscal year
as determined under section 3(7).

(B) In the House of Representatives the point of order estab-
lished under subparagraph (A) with respect to the consider-
ation of a conference report or with respect to the consider-
ation of a motion to concur, with or without an amendment or
amendments, in a Senate amendment, the stage of disagree.
ment having been reached, may be waived only by a vote of
three-fifths of the Members present and voting, a quorum
being present.

(2) (A) Paragraph (1) of this subsection shall not apply if a
declaration of war by the Congress is in effect.

(B) Paragraph (1) shall not apply to the consideration of any
concurrent resolution on the budget for fiscal year 1988 or
fiscal year 1989, or amendment thereto, or conference report
thereon, if such concurrent resolution or conference report pro-
vides, or in the case of an amendment if the concurrent resolu-
tion as changed by the adoption of such amendment would pro-
vide for deficit reduction from a budget baseline estimate as
specified in section 251(aX6) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 for such fiscal year (based on
laws in etfect on January 1 of the calendar year during which
the fiscal year begins) equal to or greater than the maximum
amount of unachieved deficit reduction for such fiscal year as
specified in section 251(aX3XA) of such Act.

(C) For purposes of the application of subparagraph (B), the
amount of deficit reduction for a fiscal year provided for in a
concurrent resolution, or amendment thereto or conference
report thereon, shall be determined on the basis of estimates
made by the Committee on the Budget of the House of Repre-
sentatives or of the Senate, as the case may be.

SEC. 302. (a) ALLOCATION OF TOTALS.—
(1) For the House of Representatives, the joint explanatory

statement 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 thtal
budget outlays, total new budget authority, thtal entitlement
authority, and total credit authority among each committee of
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the House of Representatives which has jurisdiction over laws,
bills and resolutions providing such new budget authority, such
entitlement authority, or such credit authority. The allocation
shall, for each committee, divide new budget authority, entitle-
ment authority, and credit authority between amounts proid-
ed or required by law on the date of such conference report
(mandatory or uncontrollable amounts), and amounts not so
provided or required (discretionary or controllable amounts,
and shall make the same division for estimated outlnvs that
result from such new budget authority.

(2) For the Senate, the joint explanatory statement accompa-
nying 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, total
new budget authority and new credit authority among eich
committee of the House of Representatives and the Senate
which has jurisdiciton over bills and resolutions providing such
new budget authority.

(b) REPORTS BY COMMITTEES—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 alloca-
tion of budget outlays, new budget authority, and new credit
authority allocated to it in the joint explanatory statement ac-
companying the conference report on such concurrent resou-
tion, and (B) further subdivide the amount with respect to each
such subcommittee between controllable 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)
subdivide such allocation among its subcommittees or among
programs over which it has jurisdiction, and (B) further subdi-

vide the amount with respect to each subcommittee or pro-
gram between controllable amounts and all other amounts.

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

(c) POINT OF ORDER.—It shall not be in order in the House of Rep-
resentatives or the Senate to consider any bill or resolution, or
amendment thereto, providing—

(1) new budget authority for a fiscal year;
(2) new spending authority as described in section 401(cX2)

for a fiscal year; or
(3) new credit authority for a fiscal year;

within the jurisdiction of any committee which has received an ap-
propriate allocation of such authority pursuant to subsection (a) for
such fiscal year, unless and until such committee makes the alloca-
tion or subdivision required by subsection (b), in connection with
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the most recently agreed to concurrent resolution on the budget for
such fiscal year.

(d) SUBSEQUENT CONCURRENT RE5OLU'rIONs.—In the case of a con-
current resolution on the budget referred to in section 304, the allo-
cations under subsection (a) and the subdivision under subsection
(b) shall be required only to the extent necessary to take into ac-
count revisions made in the most recently agreed to concurrent res-
olution on the budget.

(e) ALTERATION OF ALLOCATIONS.—At any time after a committee
reports the allocations required to be made under subsection (b),
such committee may report to its House an alteration of such allo-
cations. Any alteration of such allocations must be consistent with
any actions already taken by its House on legislation within the
Committee's jurisdiction.

U) LEGISlATION SUBJECT TO POINT OF ORDER.—
(1) IN THE HOUSE OF REPRESENTATIyS.—After the Congress

has completed action on a concurrent resolution on the budget
for a fiscal year, it shall not be in order in the House of Repre-
sentatives to consider any bill, resolution, or amendment pro-
viding new budget authority for such fiscal year, new entitle-
ment authority effective during such fiscal year, or new credit
authority for such fiscal year, or any conference report on any
such bill or resolution, if—

(A) the enactment of such bill or resolution as reported;
(B) the adoption and enactment of such amendment; or
(C) the enactment of such bill or resolution in the form

recommended in such conference report,
would cause the appropriate allocation made pursuant to sub-
section (b) for such fiscal year of new discretionary budget au-
thority, new entitlement authority, or new credit authority to
be exceeded.

(2) IN THE sENATE—At any time after the Congress has com-
pleted action on the concurrent resolution on the budget re-
quired to be reported under section 301(a) for a fiscal year, it
shall not be in order in the Senate to consider any bill or reso-
lution (including a conference report thereon), or any amend-
ment to a bill or resolution, that provides for budget outlays or
new budget authority in excess of the appropriate allocation of
such outlays or authority reported under subsection (b) in con-
nection with the most recently agreed to concurrent resolution
on the budget for such fiscal year.

(g) DETERMINATIONS BY BUIxrr COMMI'rTEES.—For purposes of
this section, the levels of new budget authority, spending authority
as,described in section 401(cX2), outlays and new credit authority
for a fiscal year shall be determined on the basis of estimates made
by the Committee on the Budget of House of Representatives or the
Senate, as the case may be.
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CONCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED BEFORE
LEGISLATION PROVIDING NEW BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, NEW CREDIT AUTHOgITY, OR CHANGES IN REVENUES OR
THE PUBLIC DEBT LIMIT IS CONSIDERED

SEC. 303. (a) IN GENERAL.—It shall not be in order in either the
House of Representatives or the Senate to consider any bill or reso-
lution (or amendment thereto) as reported to the House or Senate
which provides—

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

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

effective during a fiscal year;
(4) new entitlement authority to become effective during a

fiscal year; or
(5) new credit authority for fiscal year,

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

(b) ExCEFrIONS.—Subsection (a) does not apply to any bill or reso-
lution—

(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 ef-
fective in a fiscal year following the fiscal year to which the
concurrent resolution applies.

After May 15 of any calendar year, subsection (a) does not apply in
the House of Representatives to any general appropriation bill, or
amendment thereto, which provides new budget authority for the
fiscal year beginning in such calendar year.

(c) WAIVER IN THE SENATE.—
(1) The committee of the Senate which reports any bill or

resolution (or amendment thereto) to which subsection (a) ap-
plies may at or after the time it reports such bill or resolution
(or amendment), report a resolution to the Senate (A) providing
for the Waiver of subsection (a) with respect to such bill or res-
olution (or amendment), and (B) stating the re8sons why the
waiver is necessary. The resolution shall then be referred to
the Committee on the Budget of the Senate. That Committee
Fhall report the resolution to the Senate within 10 days after
the resolution is referred to it (not counting any day on which
the Senate is not in session) bgnning with the day following
the da7 on which it is so referred, accompanied by that Com-
mittee s recommendations and reasons for such recommenda-
tions with respect to the resolution. If the Committee does not
report the resolution within such 10-day period, it shall auto-
matically be discharged from further consideration of the reso-
lution 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
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shall be limited to twenty minutes, to be equally divided be-tween, and controlled by, the mover and the manager of theresolution. In the event the manager of the resolution is infavor of any such motion or appeal, the time in oppositionthereto shall be controlled by the minority leader or his desig-nee. Such leaders, or either of them, may, from the time undertheir control on the passage of such resolution, allot additionaltime to any Senator during the consideration of any debatablemotion or appeal. No amendment to the resolution is in order.(3) If, after the Committee on the Budget has reported (orbeen discharged from further consideration of) the resolution,the Senate agrees to the resolution, then subsection (a) shallnot apply with respect to the bill or resolution (or amendmentthereto) to which the resolution so agreed to applies.
PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS ON THE BUDGET

SEC. 304. (a) IN GENERAL—At any time the concurrent resolutionon the budget for a fiscal year has been agreed to pursuant to sec-tion 301, and before the end of such fiscal year, the two Housesmay adopt a concurrent resolution on the budget which revises orreaffirms the concurrent resolution on the budget for such fiscalyear most recently agreed to.

[Section 304(b) expires on September 30, 1993; FL. 99-177, section275(bX2)(B) as amended by P.L. 100-119.]
(b) MAXIMUM DEFkCIT AMOUNT MAY NOT BE EXCEEDED.—The pro-visions of section 301(i) shall apply with respect to concurrent reso-lutions on the budget under this section (and amendments theretoand conference reports thereon) in the same way they apply to con-current resolutions on the budget under section 301(i) (and amend-ments thereto and conference reports thereon).
(c) ECONOMIC A55UMpTIONS.—The provisions of section 301(g)shall apply with respect to concurrent resolutions on the budgetunder this section (and amendments thereto and conference reportsthereon) in the same way they apply to concurrent resolutions onthe budget under such section 301(g) (and amendments thereto andconference reports thereon).

PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

SEc. 305. (a) PROCEDURE N HOUSE OF REPRESENTATIVES AFFER
RE1'OitT OF COMMITTEE; DEBATE.—

(1) When the Committee on the Budget of the house of Rep-
resentatives has reported any concurrent resolution on thebudget, it is in order at any time after the fifth day (excluding
Saturdays, Sundays, and legal holidays) following the day onwhich the report upon such resolution by the Committee onthe Budget has been available to Members of the House and, ifapplicable, after the first day (excluding Saturdays, Sundays,and legal holidays) following the day on which a report uponsuch resolution by the Committee on Rules pursuant to section301(c) has been available to Members of the house (eventhough a previous motion to the same effect has been dls-
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agreed to) to move to proceed to the consideration of the con-
current resolution. The motion is highly privileged and is not
debatable. An amendment to the motion is not in order, and it
is not in order to move to reconsider the vote by which the
motion is agreed to or disagreed to.

(2) General debate on any concurrent resolution on the
budget in the House of Representatives shall be limited to not
more than 10 hours, which shall be divided equally between
majority and minority parties, plus such additional hours of
debate as are consumed pursuant to paragraph (3). A motion
further to limit debate is not debatable. A motion to recommit
the concurrent resolution is not in order, and it is not in order
to move to reconsider the vote by which the concurrent resolu-
tion is agreed to or disagreed to.

(3) Following the presentation of opening statements on the
concurrent resolution on the budget for a fiscal year by the
chairman and ranking minority member of the Committee on
the Budget of the House, there shall be a period of up to four
hours for debate on economic goals and policies.

(4) Only if a concurrent resolution on the budget reported by
the Committee on the Budget of the House sets forth the eco-
nomic goals (as described in sections 3(aX2) and 4(b) of the Full
Employment Act of 1946) which the e8timate, amounts, and
levels (as described in section 301(a)) set forth in such resolu-
tion are designed to achieve, shall it be in order to offer to
such resolution an amendment relating to such goals, and such
amendment shall be in order only if it also proposes to alter
such estimates, amounts, and levels in germane fashion in
order to be consistent with the goals proposed in such amend-
ment.

(5) Consideration of any concurrent resolution on the budget
by the House of Representatives shall be in the Committee of
the Whole, and the resolution shall be considered for amend-
ment under the five-minute rule in accordance with the appli-
cable provisions of rule XXIII of the Rules of the House of Rep-
resentatives. After the Committee rises and reports the resolu-
tion back to the House, the previous question shall be consid-
ered as ordered on the resolution and any amendments thereto
to final passage without intervening motion; except that it

shall be in order at any time prior to final passage (notwith-
standing any other rule or provision of law) to adopt an
amendment (or a series of amendments) changing any gure or
figures in the resolution as so reported to the extent ir 'ssary
to achieve mathematical consistency.

(6) Debate in the House of Representatives on the confrrv
report on any concurrent resolution on the budget shall be lim-
ited to not more than 5 hours, which shall be divided equally
between the majority and minority parties. A motion furthc'r
to limit debate is not debatable. A motion to recommit the con-
ference report is not in order, and it is not in order to move t
reconsider the vote by which the conference report is agrerd t
or disagreed to.

(7) Appeals from decisions of the Chair relating to the app1'
cation of the Rules of the House of Representatives to the pr-
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cedure relating to any concurrent resolution on the budget
shall be decided without debate.

(b) PROCEDURE IN SENATE AVFER REPORT OF COMMITFEE; DEBATE;
AMENDMENTS.—

(1) Debate in the Senate on any concurrent resolution on the
budget, and all amendments thereto and debatable motions
and appeals in connection therewith, shall be limited to not
more than 50 hours, except that with respect to any concur-
rent resolution referred to in section 304(a) all such debate
shall be limited to not more than 15 hours. The time shall be
equally divided between, and controlled by, the majority leader
and the minority leader or their designees.

(2) Debate in the Senate on any amendment to a concurrent
resolution on the budget shall be limited to 2 hours, to be
equally divided between, and controlled by, the mover and the
manager of the concurrent resolution, and debate on any
amendment to an amendment, debatable motion, or appeal
shall be limited to 1 hour, to be equally divided between, and
controlled by, the mover and the manager of the concurrent
resolution, except that in the event the manager of the concur-
rent resolution is in favor of any such amendment, motion, or
appeal, the time in opposition thereto shall be controlled by
the minority leader or his designee. No amendment that is not
germane to the provisions of such concurrent resolution shall
be received. Such leaders, or either of them, may, from the
time under their control on the passage of the concurrent reso-
lution, allot additional time to any Senator during the consid-
eration of any amendment, debatable motion, or appeal.

(3) Following the presentation of opening statements on the
concurrent resolution on the budget for a fiscal year by the
chairman and ranking minority member of the Committee on
the Budget of the Senate, there shall be a period of up to four
hours for debate on economic goals and policies.

(4) Subject to the other limitations of this Act, only if a con-
current resolution on the budget reported by the Committee on
the Budget of the Senate sets forth the economic goals (as de-
scribed in sections 3(a)(2) and 4(b) of the Employment Act of
1946) which the estimates, amounts, and levels (as described in
section 301(a)) set forth in such resolution are designed to
achieve, shall it be in order to offer to such resolution an
amendment relating to such goals, and such amendment shall
be in order only if it also proposes to alter such estimates,
amounts, and levels in germane fashion in order to be consist-
ent with the goals proposed in such amendment.

(5) 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 days, not to
exceed 3, not counting any day on which the Senate is not in
session) is not in order. Debate on any such motion to recom-
mit shall be limited to 1 hour, to be equally divided between,
and controlled by, the mover and the manager of the concur-
rent resolution.
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(6) Notwithstanding any other rule, an amendment or senes
of amendments to a concurrent resolution on the budget pro-
posed in the Senate shall always be in order if such amend-
ment or series of amendments proposes to change any figure or
figures then contained in such concurrent reso'ution so as to
make such concurrent resolution mathematically consistent or
so as to maintain such consistency.

(c) AcrIoN ON CONFERENCE REPORTS IN THE SENATE—
(1) The conference report on any concurrent resolution on

the budget shall be in order in the Senate at any time after
the third day (excluding Saturday, Sundays, and legal holidays)
following the day on which such conference report is reported
and is available to Members of the Senate. A motion to pro-
ceed to the consideration of the conference report may be made
even though a previous motion to the same effect has been dis-
agreed to.

(2) During the consideration in the Senate of the conference
report on any ôoncurrent resolution on the budget, and all
amendments in disagreement, and all amendments thereto,
and debatable motions and appeals in connection therewith,
debate shall be limited to 10 hours, to be equally divided be-
tween, and controlled by, the majority leader and minority
leader or their designees. Debate on any debatable motion or
appeal related to the conference report shall be limited to 1
hour, to be equally divided between, and controlled by, the
mover and the manager of the conference report.

(3) Should the conference report be defeated, debate on any
request for a new conference and the appointment of conferees
shall be limited to 1 hour, to be equally divided between, and
controlled by, the manager of the conference report and the
minority leader or his designee, and should any motion be
made to instruct the conferees before the conferees are named,
debate on such motion shall be limited to one-half hour, to be
equally divided between, and controlled by, the mover and the
manager of the conference report. Debate on any amendment
to any such instructions shall be limited to 20 minutes, to be
equally divided between and controlled by the mover and the
manager of the conference report. In all cases when the man-
ager of the conference report is in favor of any motion, appeal,
or amendment, the time in opposition shall be under the con-
trol of the minority leader or his designee.

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

(d) REQUIRED ACrI0N BY CONFERENCE C0MMIVFEE.—If at the end
of 7 days (excluding Saturdays, Sundays, and legal holidays) after
the conferees of both Houses have been appointed to a committee
of conference on a concurrent resolution on the budget, the confer-
ees are unable to reach agreement with respect to all matters in
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disagreement between the two Houses, then the conferees shall
submit to their respective Houses, on the first day thereafter on
which their House is in session—

(1) a conference report recommending those matters onwhich 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 concurrent resolution and inserts a substitute text.

(e) CONCURRENT RSOLUTJON MUST BE OON5I5TENT IN THE
SENATE.—It shall not be in order in the Senate to vote on the question of agreeing to—

(1) a concurrent resolution on the budget unless the figures
then contained in such resolution are mathematically consist
ent; or

(2) a conference report on a concurrent resolution on the
budget unless the figures contained in such resolution, as rec-
ommended in such conference report, are mathematically con-
sistent.

LEGISLATION DEALING WITH CONGRESsIONAL BUDGET MU5T BE
HANI)LED BY BUDGET COMMIrFEES

SEC. 306. No bill or resolution, and no amendment to any bill or
resolution, dealing with any matter which is within the jurisdiction
of the Committee on the Budget of either House shall be considered
in that House unless it is a bill or resolution which has been re-
ported by the Committee on the Budget. of that House (or from the
consideration of which such committee has been discharged) or
unless it is an amendment to such a bill or resolution.

HOU5E COMMITFEE ACTION ON ALL APPROPRIATION BILLS TO BE
COMPLrED BY JUNE 10

SEC. 307. On or before June 10 of each year, the Committee on
Appropriations of the House of Representatives shall report annual
appropriation bills providing new budget authority under the juris-
diction of all of its subcommittees for the fiscal year which begins
on October 1 of that year.

REPORTS, 5UMMARIES, AND PROJECTION5 OF CONGRES5IONAL BUDGET
ACTION5

SEC. 308. (a) REPORTS ON LEGISLATION PROVIDING NEW BUDGET
AUTHORITY, NEW SPENDING AUTHORITY, OR NEW CREDIT AUTHORITY,
OR PROVIDING AN INCREASE OR DECREASE IN REVENUES OR TAX Ex-
PENDITURES.—

(1) Whenever a committee of either House reports to its
House a bill or resolution, or committee amendment thereto,
providing new budget authority (other than continuing appro-
priations), new spending authority described in section
401(cX2), or new credit authority, or providing an increase or
decrease in revenues or tax expenditures for a fiscal year, the
report accompanying that bill or resolution shall contain a
statement, or the committee shall make available such a state-

26—613 0 — 90 —— 5
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nient in the case of an approved committee amendment whkh
is not reported to its House, prepared after consultation with
the Director of the Congressional Budget Office—

(A) comparing the levels in such measure to the appr'-
pilate allocations in the reports submitted unth'r ct i'i
302(b) for the most recently agreed to concurrent resolu
tion on the budget for such fiscal year;

(B) including an identification of any new spens-Iinr ii.
thority described in section 4')1(cX2) which is cont.nin'd
such measure and a justification for the use of such 1innr.
ing method instead of annual appropriations;

(C) containing a projection by the Congressional
Office of how such measure will affect the levels '.1
budget authority, budget outlays, spending authorit .
nues, tax expenditures, direct loan obligations, or
loan guarantee commitments under existing law I.r ''th
fiscal year and each of the four ensuing fiscal ii
timely submitted before such report is filed; and

(D) containing an estimate by the Congressional JkH
Office of the level of new budget authority for aSit.;mc: t
State and local governments provided by such nv';!,.
• timely submitted before such report is filed.

(2) Whenever a conference report is filed in either !usi"
such conference report or any amendment reported in dk
agreement or any amendment contained in the joint st.te'iffl
of managers to be proposed by the conferees in th
technical disagreement on such bill or re8olution providc's '"sw
budget authority (other than continuing appropriation'.
5pending authority described in Bection 401(cX2), or new credit
authority, or provides an increase or decrease in reven ups br
fiscal year, the etatement of manageri accompanying such con-
ference report ehall contain the information de8cribed in pRrn-
graph (1), if available on a timely basis. If such information is
not available when the conference report is filed, the commit-
tee shall make such information available to Members s soon
as practicable prior to the consideration of such conferenc
report.

(b) Up-To-DATE TABULATIONS OF CONGRESSIONAL Bu;'r
AcTION.—

(1) The Director of the Congressional Budget Office shnll
issue to the committees of the House of Representatives antt
the Senate reports on at least a monthly basis detailing and
tabulating the progress of congressional action on bills and res-
olutions providing new budget authority, new spending author-

•
ity described in section 401(cX2), or new credit authority, or

•
providing an increase or decrease in revenues or tax expendi-
turés for a fiscal year. Such reports shall include but are not
limited to an up-to-date tabulation comparing the appropriate
aggregate and functional levels (including outlays) included in
the most recently adopted concurrent resolution on the budget
with the levels provided in bills and resolutions reported by
committees or adopted by either House or by the Congress, and
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with the levels provided by law for the fiscal year precedingsuch fiscalyear.
(2) The Committee on the Budget of each House shall makeavailable to Members of its House summary budget scorekeep-ing reports. Such reports—

(A) shall be made available on at least a monthly basis,but in any case frequently enough to provide Members ofeach House an accurate representation of the currentstatus of congressional consideration of the budget;(B) shall include, but are not limited to, summaries of
tabulations provided under subsection (bXl); and

(C) shall be based on information provided under subsec-tion (bXl) without substantive revision.
te chairman of the Committee on the Budget of the House of
presentatives shall submit such reports to the Speaker.
'c) FIVE-YEAR PROJECTION OF CONGRESSIONAL BUDGET ACTION.—
As soon as practicable after the beginning of each fiscal year, therector of the Congressional Budget Office shall issue a reportojecting for the period of 5 fiscal years beginning with such fiscalar—

(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;

(3) tax expenditures for each fiscal year in such period;
(4) entitlement authority for each fiscal year in such period;and
(5) credit authority for each fiscal year in such period.

HOUSE APPROVAL OF REGULAR APPROPRIATION BILLS

SEC. 309. It shall not be in order in the House of Representatives
consider any. resolution providing for an adjournment period of
re than three calendar days during the month of July until the
use of Representatives has approved annual appropriation billsoviding new budget authority under the jurisdiction of all the

bcommittees of the Committee on Appropriations for the fiscal
ar beginning on October 1 of such year. For purposes of this sec-
n, the chairman of the Committee on Appropriations of the
use of Representatives shall periodically advise the Speaker aschanges in jurisdiction among its various subcommittees.

RECONCILIATION

SEC. 310. (a) INCLUSION OF RECONCILIATION DIRECTIVES IN CON-
RRENT RESOLUTIONS ON THE BU1xirr.—A concurrent resolution on
e budget for any fiscal year to the extent necessary to effectuate
e provisions and requirements of such resolution, shall—

(1) specify the total amount by which—
(A) new budget authority for 8uch fiscal year;
(B) budget authority initially provided for prior fiscalyears;
(C) new entitlement authority which is to become effec-

tive during such fiscal year; and
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(D) credit authority for such fiscal year, contained in
laws, bills; and resolutions within the jurisdiction of a corn-
rnittee, is to be changed, and direct that committee to de-
termine and recommend changes to accomplish a change
of such total amount;

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

(3) specify the amounth by which the statutory limit on the
public debt is to be changed and direct the committee having
jurisdiction to recommend such change; or

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

(b) L&IsIATIvE PROCEDURE.—If a concurrent resolution contain-
ing directives to one or more committees to determine and recom-
mend changes in laws, bills, or resolutions is agreed to in accord-
ance with subsection (a), and—

(1) only one committee of the House or the Senate is directed
to determine and recommend changes, that committee shRil
promptly make such determination and recommendations and
report to ith House reconciliation legislation 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 and submit such recommendations to
the Committee on the Budget of its House, which, upon Ieceiv-
ing all such recommendations, shall report to its House recoil-
ciliation legislation carrying out all such recommendatin'
without any substantive revision.

For purposes of this subsection, a recorwiliation resolution is a cor
current resolution directing the Clerk of the House of Represent:
tives or the Secretary of the Senate, as the case may be, to mal"'
specified changes in bills and resolutions which have not been c;
rolled.

(c) COMPLIANCE Wim RECONCILIATION DIRECTIONs.—Any commit
tee of the House of Representatives or the Senate that is direct 'd.
pursuant to a concurrent resolution on the budget, to deterrniy"'
and recommend changes of the type described in paragraphs 1

and (2) of subsection (a) with respect to laws within its jurisdict inn.
shall be deemc to have complied with such directions—

(1) if—
(A) the amount of the changes of the type described in

paragraph (1) of such subsection recommended by ijch
committee do not exceed or fall below the amount of th'
changes such committee was directed by such concurreit
resolution to recommend under such paragraph by rn'
than 20 percent of the total of the amounts of the chang
such committee was directed to make under paragraphs (I
and (2) of such subsection, and
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(B) the amount of the changes of the type described in
paragraph (2) of such subsection recommended by suchcommittee do not exceed or fall below the amount of the
changes such committee was directed by such concurrent
resolution to recommend under that paragraph by morethan 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs (1)
and (2) of such 8ubsection; and

(2) if the total amount of the changes recommended by suchcommittee is not less than the total of the amounts of thechanges such committee was directed to make under para-graphs (1) and (2) of such subsection.

(d) LIMITATION o AMENDMENTS TO RECONCILIATION BILLS AND
RESOLUTIONS.—

(1) It shall not be in order in the House of Representatives toconsider any amendment to a reconciliation bill or reconcilia-
tion resolution if such amendment would have the effect of in-
creasing any specific budget outlays above the level of 8uch
outlays provided in the bill or resolution (for the fiscal years
covered by the reconciliation instructions set forth in the most
recently agreed to concurrent resolution on the budget), or
would have the effect of reducing any specific Federal revenues
below the level of such revenues provided in the bill or resolu-
tion (for such fiscal years), unless such amendment makes at
least an equivalent reduction in other specific budget outlays,
an equivalent increase in other 8pecific Federal revenues, or
an equivalent combination thereof (for such fiscal years),
except that a motion to strike a provision providing new
budget authority or new entitlement authority may be in
order.

(2) It shall not be in order in the Senate to consider any
amendment to a reconciliation bill or reconciliation resolution
if such amendment would have the effect of decreasing any
specific budget outlay reductions below the level of such outlay
reductions provided (for the fiscal years covered) in the recon-
ciliation instructions which relate to 8uch bill or resolution set
forth in a resolution providing for reconciliation, or would
have the effect of reducing Federal revenue increases below
the level of such revenue increases provided (for such fiscal
years) in such instructions relating to such bill or resoluticn,
unless such amendment makes a reduction in other specific
budget outlays, an increase in other specific Federal revenues,
or a combination thereof (for such fiscal years) at least equiva-
lent to any increase in outlays or decrease to revenues provid.
ed by such amendment, except that a motion to strike a provi-
sion shall always be in order.

(3) Paragraphs (1) and (2) shall not apply if a declaration of
war by the Congress is in effect.

(4) For purposes of this section, the levels of budget outlays
and Federal revenues for a fiscal year shall be determined on
the basis of estimates made by the Committee on the Budget of
the House of Representatives or of the Senate, as the case may
be.
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(5) The Committee on Rules of the House of Representatives
may make in order amendments to achieve changes specified
by reconciliation directives contained in a concurrent resolu-
tion on the budget if a committee or committees of the House
fail to submit recommended changes to its Committee on the
Budget pursuant to its instruction.

(e) PROCEDURE IN THE SENATE.—
(1) Except as provided in paragraph (2), the provisions of sec-

tion 305 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
reported under subsection (b) and conference reports thereon.

(2) Debate in the Senate on any reconciliation bill reported
under subsection (b), and all amendments thereto and debata-
ble motions and appeals in connection therewith, shall be urn.
ited to not more than 20 hours.

(f) COMPLETION OF RECONCILIATION PROCEss.—
(1) IN GENERAL.—Congress shall complete action on any rec-

onciliation bill or. reconciliation resolution reported under sub
section (b) not later than June 15 of each year.

(2) POINT OF ORDER IN THE HOUSE OF REPRESENTATIvES.—It

shall not be in order in the House of Representatives to consid-
er any resolution providing for an adjournment period of more
than three calendar days during the month of July until the
House of Represei'tatives has completed action on the reconcil-
iation legislation for the fiscal year beginning on October 1 of
the calendar year to which the adjournment resolution per-
tains, if reconciliation legislation is required to be reported by
the concurrent resolution on the budget for such fiscal year.

(g) LIMITATION ON CHANGES TO THE SOCIAL SECURITY Acr.—Not-
withstanding any other provisions of law, it ha1l not be in order in
the Senate or the House of Representatives to consider any recon-
ciliation bill or reconciliation resolution reported pursuant to a
concurrent resolution on the budget agreed to under section 301 or
304, or a resolution pursuant to section 254(b) of the Balanced

Budget and Emergency Deficit Control Act of 1985, or any amend-
ment thereto or conference report thereon, that contains recom-
mendations with respect to the old-age survivors, and disability in-
surance program established under title II of the Social Security

Act.

NEW BUDGET AUTHORITY, NEW SPENDING AUTHORITY, AND REVENUE

LEGISLATION MUST BE WITHIN APPROPRIATE LEVELS

SEC. 311. (a) LEGISLATION SUBJECT TO POINT OF ORDER.—EXcePt as

provided by subsection (b), after the Congress has completed action
on a concurrent resolution on the budget for a fiscal year, it shaH
not be in order in either the House of Representatives or the
Senate to consider any bill, resolution, or amendment providing
new budget authority for such fiscal year, providing new entitle-
ment authority effective during such fiscal year, or reducing rev-
nues for such fiscal year, or any conference report on any such bifl
or resolution, if—
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(1) 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 rec-

ommended in such conference report,
vould cause the appropriate level of total new budget authority or
'.otal budget outlays set forth in the most recently agreed to con-
urrent resolution on the budget for such fiscal year to be exceed-

or would cause revenues to be less than the appropriate level of
Lotal revenues set forth in such concurrent resolution or, in the
3enate, would otherwise result in a deficit for such fiscal year
hat—

(A) for fiscal year 1989 or any subsequent fiscal year, exceeds
the maximum deficit amount specified for such fiscal year in
section 3(7); and

(B) for fiscal year 1988 or 1989, exceeds the amount of the
estimated deficit for such fiscal year based on laws and regula-
tions in effect on January 1 of the calendar year in which such
fiscal year begins as measured using the budget baseline speci-
fied in section 251(a)(6) of the Balanced Budget and Emergency
Deficit Control Act of 1985 minus $23,000,000,000 for fiscal
year 1988 or $36,000,000,000 for fiscal year 1989;

xcept to the extent that paragraph (1) of section 301(i) or section
04(b), as the case may be, does not apply by reason of paragraph
2) of such subsection.'

(b) EXCEPTION IN THE HOUSE OF REPRESENTATIvES.—Subsection (a)
shall not apply in the House of Representatives to any bill, resolu-
tion, or amendment which provides new budget authority or new
ntitlement authority effective during such fiscal year, or to any
onference report on any such bill or resolution, if—

(1) 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 rec-

ommended in such conference report,
would not cause the appropriate allocation of new discretionary
')udget authority or new entitlement authority made pursuant to
3ection 302(a) for such fiscal year, for the committee within whose
jurisdiction such bill, resolution, or amendment falls, to be exceed-
'd.

(c) DETERMINATION OF BUDGET LEVELS.—FOr purposes of this sec-
ion, the levels of new budget authority, budget outlays, new enti-
Liement authority, and revenues for a fiscal year shall be deter-
mined on the basis of estimates made by the Committee on the
Budget of the House of Representatives or of the Senate, as the
case may be.

I The portion of section 311(s) thnt begins with or, in the Senate" and ends with paragrnph
2 of such subsection)" expires on September 30, 1993; P.L. 99-177, section 275(b2XB) as amend-
d by P.L. 100-119.
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TITLE IV—ADDJTIONAL PROVISIONS TO IMPROVE FISCAL
PROCEDURES

BILLS PROVIDING NEW SPENDING AUTHORITY

SEC. 401. (a) CONTROLS ON LEGISLATION PROVIDING SPENDING Au-
THORITY.—It shall not be in order in either the House of Represent-
atives or the Senate to consider any bill, resolution, or conference
report, as reported to its House which provides new spending au
thority described in subsection (cX2) (A) or (B) (or any amendment
which provides such new spending authority), unless that bill, reso-
lution, conference report, or amendment also provides that such
new spending authority as described in subsection (cX2) (A) or (B) is
to be effective for any fiscal year only to such extent or in such
amounts as are provided in appropriation Acts.

(b) LEGISLATION PROVIDING ENTITLEMENT AumORrrY.—
(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 (cX2XC)
(or any amendment which provides such new spending author-
ity) which is to become effective before the first day of the
fiscal year which begins during the calendar year in which
such bill or resolution is reported.

(2) If any committee of the House of Representative8 or the
Senate reports any bill or resolution which provides new
spending authority described in subsection (cX2XC) which is to
become effective during a fiscal year and the amount of new
budget authority which will be required for such fiscal year if
such bill or resolution is enacted as so reported exceeds the ap-
propriate allocation of new budget authority reported under
section 302(b) in connection with the most recently agreed to
concurrent resolution on the budget for such fiscal year, such
bill or resolution shall then be referred to the Committee on
Appropriations of that House with instructions to report it,
with the committee's recommendations, within 15 calendar
days (not counting any day in which that House is not in ses-
sion) beginning with the day following the day on which it is so
referred. If the Committee on Appropriations of either House
fails to report a bill or resolution referred to it under this para-
graph within such 15-day period, the committee shall auto-
matically be discharged from further consideration of such bill
or resolution and such bill or resolution shall be placed on the
appropriate calendar.

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

(c) DEFINITIoNs.—
(1) For purposes of this section, the term "new spending au-

thority" means spending authority not provided by law on the
effective date of this Act, including any increase in or addition
to spending authority provided by law on such date.
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(2) For purposes of paragraph (1), the term "spending author.ity" means authority (whether temporary or permanent)—(A) to enter into contracts under which the UnitedStates is obligated to make outlays, the budget authorityfor which is not provided in advance by appropriationActs;
(B) to incur indebtedness (other than indebtedness in-curred under chapter 81 of title 81 of the United StatesCode) for the repayment of which the United States isliable, the budget authority for which is not provided inadvance by appropriation Acts;
(C) to make payments (including loans and grants), thebudget authority for which is not provided for in advanceby appropriation Acts, to any person or government if,

under the provisions of the law containing such authority,
the United States is obligated to make such payments topersons or governments who meet the requirements estab.lished by such law;

(D) to forgo the collection by the United States of propri-
etary offsetting receipts, the budget authority for which isnot provided in advance by appropriation Acts to offset
such forgone receipts; and

(E) to make payments by the United States (including
loans, grants, and payments from revolving funds) other
than those covered by subparagraph (A), (B), (C), or (D), the
budget authority for which is not provided in advance by
appropriation Acts.

Such term does not include authority to insure or guarantee
the repayment of indebtedness incurred by another person orgovernment.

(d) EXCEPTIONS.—
(1) Subsections (a) and (b) shall not apply to new spending

authority if the budget authority for outlays which will result
from such new spending authority is derived—

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

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

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

(3) Subsections (a) and (b) shall not apply to new spending
authority to the extent that—
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(A) the outlays resulting therefrom are made by an orga-
nization which is (i) a mixed-ownership Government corpo-
ration (as defined in section 201 of the Government Corpo-
ration Control Act), or (ii) a wholly owned Government
corporation (as defined in section 101 of such Act) which is
specifically exempted by law from compliance with any or
all of the provisions of that Act, as of the date of enact-
ment of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985; or

(B) the outlays resulting therefrom consist exclusively of
the proceeds of gifth or bequests made to the United States
for a specific purpose.

LEGISLATION PROVIDING NEW CREDIT AUTHORITY

SEC. 402. (a) CONTROLS ON LEGISLATION PROvIDING NEW CREPIT
AUTHORITY.—It shall not be in order in either the House of Repre-
sentatives or the Senate to consider any bill, reeolutlon, or cnnfer-
ence report, as reported 'to its House, or any amendment which
provides new credit authority described in subsection (bXl), unless
that bill, resolution, conference report, or amendment also provides
that such new credit authority is to be effective for any fiscal year
only to such extent or in such amounts as are provided in appro-
priation Acts.

(b) DEFINrrION.—For purposes of this Act, the term "new credit
authority" means credit authority (as defined in section 3(10) of
this Act) not provided by law on the effective date of this section,
including any increase in or addition to credit authority provided
by law on such date.

ANALYSIS BY CONGRESSIONAL BUDGET OFFICE

SEC. 403. (a) The Director of the Congressional Budget Office
shall, t 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 Appropria-
tions of each House), and submit to such committee—

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

(2) an estimate of the cost which would be incurred by State
and local governments in carrying out or complying with any
significant bill or resolution in the fiscal year in which it is to
become effective and in each of the four fiscal years following
such fiscal year, together with the basis for each such estimate;

(3) a comparison of the estimates of costs described in para-
graphs (1) and (2), with any available estimates of costs made
by such committee or by any Federal agency; and

(4) a description of each method for establishing a Fedcral fi-
nancial commitment contained in such bill or resolution.

The estimates, comparison, and description so submitted shall be
included in the report accompanying such bill or resolution if
timely submitted to such committee before such report is filed.
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(b) For purposes of subsection (aX2), the term "local government"has the same meaning as in section 103 of the IntergovernmenJ
Cooperation Act of 1968.

(c) For urposes of subsection (aX2), the term "significant bill orresolution 'is defined as any bill or resolution which in the judg-ment of the Director of the Congressional Budget Office is likely toresult in an annual cost to State and local governments of$200,000,000 or more, or is likely to have exceptional fiscal conse-quences for a geographic region or a particular level of govern-men t.

JURISDICTION OF APPROPRIATIONS COMMITTE
SEC. 404. (a) AMENDMENT OF HOUSE RULES.—Clause 2 of rule XIof the Rules of the House of Representatives is amended by redesig-nating paragraph (b) as paragraph (e) and by inserting after para-graph (a) the following new paragraphs:
"(b) Rescission of appropriations contained in appropriation Acts

(referred to in section 105 of title 1, United States Code).
"(c) The amount of new spending authority described in section401(c)(2) (A) and (B) of the Congressional Budget Act of 1974 whichis to be effective for a fiscal year.
"(d) New spending authority described in section 401(cX2)(C) ofthe Congressional Budget Act of 1974 provided in bills and resolu-tions referred to the Committee under section 401(b)(2) of the Act(but subject to the provisions of section 401(bX3) of that Act)."
(b) AMENDMENT OF SENATE RULEs.—Subparagraph (c) of para-graph 1 of rule XXV of the Standing Rules of the Senate is amend-ed to read as follows:
"(c) Committee on Appropriations, to which committee shall be

referred all proposed legislation, messages, petitions, memorials,
and other matters relating to the following subjects:

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

"2. Rescission of appropriations contained in appropriation Acts
(referred to in section 105 of title 1, United States Code)."3. The amount of new spending authority described in section
401(cX2) (A) and (B) of the Congressional Budget Act of 1974 provid-
ed in bills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(bX3) of that Act).

"4., New advance spending authority described in section
401(c)(2XC) of the Congressional Budget Act of 1974 provided inbills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(bX3) of that Act)."

STUDY BY THE GENERAL ACCOUNTING OFFICE OF FORMS OF FEDERAL F!-
NANCiAL COMMITMENT THAT ARE NOT REvIEwED ANNUALLY BY
CONGRESS

SEC. 405. The General Accounting Office shall study those provi-
sions of law which provide spending authority as described by sec-tion 4O1(cX2) and which provide permanent ap,ropriations, and
report to the Congress its recommendations for the appropriate
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(b) For purposes of subsection (aX2), the term "local government"
has the same meaning as in section 103 of the Intergovernmental
Cooperation Act of 1968.

(c) For urposes of subsection (aX2), the term "significant bill or
resolution' is defined as any bill or resolution which in the judg-
ment of the Director of the Congressional Budget Office is likely to
result in an annual cost to State and local governments of
$200,000,000 or more, or is likely to have exceptional fiscal conse-
quences for a geographic region or a particular level of govern-
ment.

JURISDICTION OF APPROPRIATIONS COMMITFEES

SEC. 404. (a) AMENDMENT OF HOUSE RULEs—Clause 2 of rule XI
of the Rules of the House of Representatives is amended by redesig-
nating paragraph (b) as paragraph (e) and by inserting after para-
graph (a) the following new paragraphs:

"(b) Rescission of appropriations contained in appropriation Acts
(referred to in 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(cX2)(C) of
the Congressional Budget Act of 1974 provided in bills and resolu-
tions referred to the Committee under section 401(b)(2) of the Act
(but subject to the provisions of section 401(bX3) of that Act)."

(b) AMENDMENT OF SENATE RULES.—Subparagraph (c) of para-
graph 1 of rule XXV of the Standing Rules of the Senate is amend-
ed to read as follows:

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

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

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

"3. The amount of new spending authority described in section
401(cX2) (A) and (B) of the Congressional Budget Act of 1974 provid-
ed in bills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(b)(3) of that Act).

"4. New advance spending authority described in section

401(cX2XC) of the Congressional Budget Act of 1974 provided in
bills and resolutions referred to the Committee under section
401(bX2) of that Act (but subject to the provisions of section
401(bX3) of that Act)."

STUDY BY THE GENERAL ACCOUNTING OFFICE OF FORMS OF FEDERAL FI-
NANCIAL COMMITMENT THAT ARE NOT REVIEWED ANNUALLY BY

CONGRESS

SEC. 405. The General Accounting Office shall study those provi-
sions of law which provide spending authority as described by sec-
tion 401(c)(2) and which provide permanent appropriations, and

report to the Congress is recommendations for the appropriate
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BUDGET ACT POINTS OF ORDER IN THE SENATE

Sicipon Desati Waiy rjetnt
301(i) Proflibits sideration of budget rsoIutmn, amendments Three-fifths Budget resut,on.

thereto, o iference repot thereon, that contains knendments.ficit in excess ol maximum ficit amount. (also Conference rort
apes to resed budget resoluhon via sec. 304(b)).

302(c) Poib,t consideration of a mmittee's legislation until Three-fifths Bill.
that wnmittee has its sec. 302(b) report. Resution

endments.

302(t) (2) Prohibits nsiderabon of legislation poviding budget au- Three-fifths Bill.
thority o outIay in excess of wnmittee's sec. 302(b) ResotuUon.ro't

Amendments

Conference rert.

303(a) Poibits legis'ation providing new budget authority, thange Majority BilP.
in revenues, change in public debt, new entitlement Resolut,on.
authority, o n ciedit authority fo a fiscal year until Amendments
the budget resolution ta that year has beei agreed to. Coiiterence report (by

precedent of Apr. 10,

1978).

304(b) See seCtion 301 (i) Three-fifths Revised Budget Resolution

Amendments.

Conference report

305(b) (2) Prnhibits nongernane amendments to budget resolution Three-fifths Amendments
(also applies to reconciliation bills via sec. 310(e) (i)).

305(e) Poibits rato ot budget reso'ution, o nference Majority Budget resolution
reCort thereon, that is not nathematically consistent. Coiiference rert

306 Prohibits consideratio, of legislation within Budget Commit. Three-rifths Bill.
tee's jurisdiction, un'ess the Budget Committee reported Resolution
it.

k'nendments.

310(d) (2) Poibits amendments to renciliatjon bNs that are riot Three-jfths Amendments
fict neutral.

310(e)(1) See section 305(b)(2) Three-itths Amendments

310(g) Poribts nsderation of rewciliation gislation that Three-ritths Bill.
remmeids changes in social security.

Resolution

Amendments

Conference rert

311(a) Poribits nsideratio, of legislation that would excEed Three-fifths Bill,
outlay ceiling o revenue fir, or would cause deficit to Resolution.
exceed maximum deficit amount.

Amendments

Conference report

(139)
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Sncticm Onsaçton Woven, requirement

401 (a) .... Prohibit consideration ot legislation providino new contract Majority Bill.

authority or new horrowing authority that is not limdnd Resolution.

to apprccriations. Amendments.

Conterence report.

401(b)(1) -. Prohibits consideration of legislation providing new entitle Majority Bitt

unent authority that becomes effective during the fiscal Resolution.

rarthatethiothecalendaryearinwhichthebdlls Amendrnent&

reportS.

402 . Prohibits consideration ot legislation providing new wedil Majority Bill.

authority that is not imited to appropriations. Resolution.

Aonendment&

Conterence report
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THE BYRD RULE ON EXTRANEOUS MATTER IN
RECONCILIATION LEGISLATION

[Section 20001 of the Consolidated Omnibus Budget Reconcilia-
tion Act of 1.985, as amended by section 7006 of the Omnibus Budget
Reconciliation Act of 1.986 and section 205 of the Balanced Budget
and Emergency Deficit Control Reaffirmation Act of 1.987]

Sec. 20001. Miscellaneous Provisions
(a) When the Senate is considering a reconciliation bill or a rec-

onciliation resolution pursuant to section 310 of the Congressional
Budget Act of 1974, upon a point of order being made by any Sena-
tor against material extraneous to the instructions to a committee
which is contained in any title or provision of the bill or resolution
or offered as an amendment to the bill or resolution, arid the point
of order is sustained by the Chair, any part of said title or provi-
sion that contains material extraneous to the instructions to said
Committee as defined in subsection (d) shall be deemed stricken
from the bill and may not be offered as an amendment from the
floor. An affirmative vote of three-fifths of the Members, duly
chosen arid sworn, shall be required to sustain an appeal of the
ruling of the Chair on a point of order raised under this section, as
well as to waive or suspend the provisions of this subsection.

(b) No motion to waive or suspend the requirement of section
305(b)(2) of the Congressional Budget Act of 1974, as it relates to
germaneness with respect to a reconciliation bill or resolution,
shall be agreed to unless supported by an affirmative vote of three-
fifths of the Members, duly chosen and sworn, which super-majori-
ty shall be required to successfully appeal the ruling of the Chair
on a point of order raised under that section, as well as to waive or
suspend the provisions of this subsection.

(c) This section shall become effective on the date of enactment
of this title and shall remain in effect until September 30, 1992.

(d)(1)—
(A) Except as provided in paragraph (2), a provision of a rec-

onciliation bill or reconciliation resolution considered pursuant
to section 310 of the Congressional Budget Act of 1974 shall be
considered extraneous if such provision does not produce a
change in outlays or revenues, including changes in cutlays
and revenues brought about by changes in the terms and con-
ditions under which outlays are made or revenues are required
to be collected;
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(B) any provision producing an increase in outlays or de-
crease in revenues shall be considered extraneous if the net
effect of provisions reported by the Committee reporting the
title containing the provision is that the Committee fails to
achieve its reconciliation instructions;

(C) a provision that is not in the jurisdiction of the Commit-
tee with jurisdiction over said title or provision shall be consid
ered extraneous;

(D) a provision shall be considered extraneous if it produces
changes in outlays or revenues which are merely incidental to
the non-budgetary components of the provision; and

(E) a provision shall be considered to be extraneous if it in
creases, or would increase, net outlays, or if it decreases, or
would decrease, revenues during a fiscal year after the fiscal
years covered by such reconciliation bill or reconciliation reso
lution, and such increases or decreases are greater than outlay
reductions or revenue increases resulting from other provisions
in such title in such year.

(2) A provision shall not be considered extraneous under para-
graph (1)(A) if the Chairman and Ranking Minority Member of the
Committee on the Budget and the Chairman and Ranking Minority
Member of the Committee which reported the provision certify
that—

(A) the provision mitigates direct effects clearly attributable
to a provision changing outlays or revenues and both provi
sions together produce a net reduction in the deficit;

(B) the provision will result in a substantial reduction in out
lays or a substantial increase in revenues during fiscal years
after the fiscal years covered by the reconciliation bill or rec
onciliation resolution;

(C) a reduction of outlays or an increase in revenues is likely
to occur as a result of the provision, in the event of new regu-
lations authorized by the provision or likely to be proposed,
court rulings on pending litigation, or relationships between
economic indices and stipulated statutory triggers pertaining
to the provision, other than the regulations, court rulings or
relationships currently projected by the Congressional Budget
Office for scorekeeping purposes; and

(D) such provision will be likely to produce a significant re-
duction in outlays or increase in revenues but, due to insuffi-
cient data, such reduction or increase cannot be reliably esti-
mated.

(3) A provision reported by a committee shall not be considered
extraneous under paragraph (1)(C) if—

(A) the provision is an integral part of a provision or title,
which if introduced as a bill or resolution would be referred to
such committee, and the provision sets forth the procedure to
carry out or implement the substantive provisions that were
reported and which fall within the jurisdiction of such commit-
tee; or

(B) the provision states an etception to, or a special applica-
tion of, the general provision or title of which it is a part and
such general provision or title if introduced as a bill or resolu-
tion would be referred to such committee.
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Application of the Byrd Rule to Conference Reports
[S. Res. 286' (.9.9th Congress, 1st Session), as amended by S. Res.50.9 (.9.9th Congress, 2d Session), which appears at 132 Cong. Rec. S16416 (Oct. 16, 1986)]
The resolution (S. Res. 509) was agreed to, as follows:

S. RES. 509

That Senate Resolution 286 (99th Congress, 2d Session), adoptedDecember 19, 1985, is amended by striking out all after the resolv-ing clause and inserting in lieu thereof the following:
"That (a) when the Senate is considering a conference report on,or an amendment between the Houses in relation to, a reconcilia-tion bill or reconciliation resolution pursuant to section 310 of theCongressional Budget Act of 1974, upon—

"(1) a point of order being made by any Senator against ex-traneous material meeting the definition of subsections(d)(1)(A) or (dX1XD) of section 20001 of the Consolidated Omni-bus Budget Reconciliation Act of 1985, and
"(2) such point of order being sustained, such material con-tained in such conference report or amendment shall bedeemed stricken, and the Senate shall proceed, without inter-vening action or motion, to consider the question of whetherthe Senate shall recede from its amendment and concur with afurther amendment, or concur in the House amendment with afurther amendment, as the case may be, which further amend-ment shall consist of only that portion of the conference reportor House amendment, as the case may be, not so stricken. Any

such motion in the Senate shall be debatable for 2 hours. Inany case in which such point of order is sustained against aconference report (or Senate amendment derived from suchconference report by operation of this resolution), no furtheramendment shall be in order.
"(b) An affirmative vote of three-fifths of the Members, dulychosen and sworn, shall be required to sustain an appeal of theruling of the Chair on a point of order raised under this resolution,as well as to waive or suspend the provisions of this resolution.
"(c) The provisions of this resolution shall remain in effect untilthe date of termination of section 20001 of the Consolidated Omni-bus Budget Reconciliation Act of 1985".
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Outlays Under Finance Committee Expenditure Accounts forFiscal Years 1991—1993 (CBO baseline projections—in millionsof dollars)
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OUTLAYS UNDER FINANCE COMMI1TEE EXPENDITURE ACCOUNTS FOR FY 1991—1993

[CBO baseline projections—in millions of dollars]

Fiscal year—

1991 1992 1993 1991—93

Social Security (OASDI) 266,771 283681 301,485 851,937
Medicare 118,702 133,437 149,676 401,815
Medicaid 45,103 50,753 56706 152,562
Maternal and Child Health 639 673 702 2014
Supplemental Security Income 14,431 15438 16517 46,386
AFDC and Child Support 12,920 13495 14,087 40502
AFDC work programs (WIN/JOBS) 570 660 670 1,900
Earned Income Tax Credit 4,343 4,554 4,754 13,651
Foster Care/Adoption 2,119 2,263 2,474 6,856
Child Welfare Services/Training 276 240 240 756
Social Services 2,800 2,800 2,800 8,400
Unemployment Compensation 18,091 18,682 19,464 56,237
Trade Adjustment 220 223 227 670
Job Service 1,118 1,162 1,209 3,489
Puerto Rico Tax Rebates 205 205 205 615
Puerto Rico Customs Rebates 134 139 145 418
Public Debt Administration 202 211 220 633
Interest on Public Debt 272,318 287,470 303,898 863,686
Interest on Tax Refunds 2,073 2,092 2,201 6,366
Pension Benefit Guaranty Corp (264) (254) (240) (758)
U.S. Trade Representative 19 20 20 59
International Trade Commission 39 41 43 123
Customs—general administration 1,193 1,187 1,241 3,621
Customs—air interdiction 220 238 253 711
Customs Refunds, Forfeitures, etc 54 56 58 168
Tax Court 29 31 32 92
Internal Revenue Service 5,830 6,083 6,347 18,260

Totals:

Social Security (OASDI) 266,771 283,681 301,485 851,937
Other (except interest) 228,993 252,337 277,850 759,180
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TITLE XII—SPENDING

1. Medicare Part B Premium

PRESENT LAW

Part B is a voluntary program financed by premiums paid by
aged, disabled and chronic renal disease enrollees and by general
revenues of the Federal government. The premium rate is derived
annually based partly upon the projected co6ts of the program for
the coming year. Under prior law, the premium rate was changed
on July 1 of each year. The Social Security Amendments of 1983
moved the premium increase to January 1 of each year to coincide
with the changed date for the annual Social Security cash benefit
cost-of-living adjustment (COLA).

Ordinarily, the premium rate is the lower of (1) an amount suffi-
cient to cover one-half of the costs of the program for the aged or
(2) the current premium amount increased by the percentage by
which cash benefits were increased under the COLA provisions of
the Social Security program.

From 1984 through 1990, the premium was set at 25 percent of
program costs for aged beneficiaries. The remaining 75 percent was
covered by general revenues. In CY 1990, the basic Part B premi-
um is $28.60.

RXPLANATION OF PROVISION

The Part B premium would be set to cover 25 percent of program
costs as follows: $29.90 in 1991, $31.70 in 1992, $36.50 in 1993,
$41.20 in 1994 and $46.20 in 1995.

EFFECTIVE DATE

For premiums beginning January 1, 1991.

(1)
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4. Increase in Ebllar Limitation on Amount of Wages and Self-Em-
ployment Income Subject to the Hospital Insurance Payroll Tax
(Bee. 18105 of the bill and eec. 3121 of the Code)

PRENT LAW

As part of the Federal Insurance Contributions Act (FICA), a tax
is imposed on employees and employers up to a maximum amount
of employee wages. The tax is comprised of two parta: old-age, sur-
vivor, and disability insurance (OASDI) and Medicare hospital in-
surance (HI). For wages paid in 1990 to covered employees, the HI
tax rate is 1.45 percent on both the employer and the employee on
the first $51,300 of wages and the OASDI tax rate is 6.2 percent on
both the employer and the employee on the first $51,300 of wages.

Under the Self-Employment Contributions Act of 1954 (SECA), a
tax is imposed on an individual's seIf.employment income. The self-
employment tax rate is the same as the total rate for employers
and employees (i.e., 2.9 percent for HI and 12.40 percent for
OASDI). For 1990, the tax is applied to the first $51,300 of self.em-
ployment income and, in general, the tax is reduced by any wages
for which employment taxes were withheld during the year.

The cap on wages and self.employment income subject to FICA
and SECA taxes is indexed to changes in the average wages in the
economy. In 1991, the amount of wages or self-employment income
subject to the tax is projected to be $54,300.

REASONS FOR CHANGE

Increasing the cap on wages and self.employment income subject
to tax with respect to the HI tax will improve the progressivity of
the tax system. In addition, increa8ed revenues under the bill will
provide necessary funding for the Hospital Insurance Trust Fund
and will enhance its long-term solvency.

EXPLANATION OF PROVISION

The bill increaaes the cap on wages and self.employment income
considered in calculating HI tax liability to $100,000. As under
present law, for years beginnin after 1991, this cap is indexed to
changes in the average wages in the economy. The OASDI wage
cap remains at the level provided under present law.

EFFECrIvE DATE

The provision is effective on January 1, 1991.
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6. Employment Tax F'ovision8

a. Extend 8OCial 8ecurzty retirement coverage (OASDI) to State
and local government employees not covered by a public
employee retirement program (8ec. 18841 of the bill and
sec. 8121 of the Code)

PRENT LAW

Employees of State and local governments are covered under
social security by voluntary agreements entered inth by the States
with the Secretary of Health and Human Services (HHS). After a
State has entered inth such an agreement, it may decide, or permit
its political subdivisions to decide, whether to include particular
groups of employees under the agreement. All States have entered
inth such agreements. The extent of coverage is high in some
States and limited in others. Nationally, about 72 percent of State
and local workers are covered by social security.

With certain exceptions, a State has broad latitude to decide
which groupe of State and local employees are covered under its
agreement. In some cases in which States have elected not to pro-
vide coverage, a part of the workforce does not participate in any
public retirement plan.

For 1990, the social security (Old Age, Survivors, and Disability
Insurance) tax rate is 6.2 percent of covered wages up th $51,300

and is imposed on both the employer and employee (for a total of

12.40 percent).
REASONS FOR CHANGE

Certain employees of State and local governments have no retire-
ment protection either from social security or a public retirement
system. Many of these individua]s are low-paid individuals with
limited or intermittent work experience who are not able th earn
adequate retirement benefits. Therefore, social security coverage
will provide important disability, survivorship, and retirement pro-
tection.

EXPlANATION OF PROVISION

Under the bill, State and local workers who are not covered by a
retirement syatem in conjunction with their employment for the
State or local government are required th be covered under social
security (Old Age, Survivors, and Disability Insurance) and such
workers wages are subject th the OASDI portion of taxes under the
Federal Insurance Contributions Act (FICA). An exception is pro-
vided for students employed in public schools, colleges, and univer-
sitie8, for whom coverage may continue to be provided at the
option of the State government. This exception maintains parallel
coverage rules for students employed by public educational institu-
tions and thoee employed by private schools, colleges, and universi-
tie8.

A retirement system is defined as under the definition of retire-
ment system in the Social Security Act (42 U.S.C. sec. 418(bX4)).
Thus, a retirement system is defined as a pension, annuity, retire-
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ment, or similar fund or system established by a State or by a po-
litical subdivision thereof.

Whether an employee is a member (i.e., is a participant) of a re-
tirement system is based upon whether that individual actually
participate8 in the program. Thus, whether an employee partici-
pate8 is not determined by whether that individual holds a poeition
that is included in a retirement system. Instead, that individual
must actually be a member of the system. For example, an employ-
ee whose job clas8ification is of a type that ordinarily is entitled to
coverage is not a member of a retirement system if he or she is
ineligible because of age or service conditions contained in the plan
and, therefore, is required to be covered under social security. Sinii-
larly, if participation in the system is elective, and the employee
elects not to participate, that employee does not participate in the
8ystem for purposes of this rule, and is to be covered under the
social security system.

The Secretary of the Treasury, in conjunction with the Social Se-
curity Administration, is required to issue guidance in order to im-
plement the purposes of this provision.

FFECV11TE DATE

The provision is effective with respect to services performed after
December 31, 1990.
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c. Payroll tax deposit stabilization (sec. 18843 of of the bill and sec.
6302(g) of the Code)

PRESENT LAW

Treasury regulations have established the system under which
employers deposit income taxes withheld from employees' wages
and FICA taxes. The frequency with which these taxes must be de-
posited increases as the amount required to be deposited increases.

Employers are required to deposit the8e taxes as frequently as
eight times per month, provided that the amount to be deposited
equals or exceeds $3,000. The8e deposits must be made within three
banking days after the end of the eighth-monthly period.

Effective August 1, 1990, employers who are on this eighth-
monthly sstem are required to deposit income taxes withheld from
employees wages and FICA taxes by the clo8e of the applicable
banking day (instead of by the clo8e of the third banking day) after
any day on which the business cumulates an amount to be deposit-
ed equal to or greater than $100,000 (regardless of whether that
day is the last day of an eighth-monthly period).

For 1990, the applicable bpnking day is the first. For 1991, the
applicable banking day is the second. For 1992, the applicable
banking day is the third. For 1993 and 1994, the applicable bcLnking
day is the first. The Treasury Department is given authority to
issue regulations for 1995 and succeeding years to provide for simi-
lar modifications to the date by which deposits must be made in
order to minimie unevenness in the receipts effects of this provi-
sion.

REASONS FOR CHANGE

It is appropriate to simplify this provision by making the deposit
rules uniform for all years.

EXPLANATION OF PROVISION

The bill requires that deposits equal to or greater than $100,000
must be made by the close of the next banking day for all years.
Thus, no change from pre8ent law is necessary for calendar year
1990, but for calendar years 1991 and 1992 deposits are accelerated.
The regulatory authority provided to the Treasury Department is
repealed.

EFFECTIVE DATE

The provision is effective for amounts required to be deposited
after December 31, 1990.
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H.R. 5835
By Mr. PURSELL

—Amend aubtftle A of title XII to read as
follows:

Subtitle A—P visIons Relating to Medicare
Part A

SEC islel. IMDUCTION8 IN PAYMEIfl5 FOR CAP.
fTAL.IELATED (X)STS OP INPATIENT
HOSPITAL SERVICES FOR FISCAL
YRAR8 1991 THROUGH 1995.

(a) Ii OvEa&L..-.Secon 1886(EX3XAXv)
of the Social Security Act (42 U.S.C.
1395ww(gx3xAv)) Is amended by striking
"September 30. 1990" and inserting "Sep.
texnber 30, 1995"

(b) Exsipnoi, FOR Rui PRDSARY CAStE
Rosy .s.—8ectjon 1886gx3)CB) of such
Act amended by striking
"1886(d)(5xDxffl))." and Inserting
"1886(dX5XDXffl) or a rural primary care
hospital (as defined in sectlor
1861(znniXl))."

(C) DzL%y ni Paosr&.1. PAYMENT voaCarn-Rzi. Cosra—Section
1886(g)(1XA) of such Act (42 U.S.C.
l395ww(gxlxA)) Ia amended by striking
"October 1, 1991." and InsertIng "October 1,
1995,".
sEc. 12005. PROSPECTIVg PAYMENT HOSPITALS.

(a) Hosprr*i. Payssxiqr Anzusrzsrs..—
(1) CRA10G IN UPDAIZ FACTORS.—
(a) lIt ozimz..—8ectIon 1886(bX3XBXI)

of the Social Security Act (42 U.S.C.
1395ww(bX3XBXI)) Is amended—

(1) by striking 'and" at the end of sub-
clause (V);

(li)InsubcIause(Vfl
(I) by strIking "1991" and Inserting

"1994". and
(U) by redesignating such subc]ause as

subclause (IX); and
(III) by Inserting after subclause (V) the

following new subclause
"(VI) for fiscal year 1991. the market

basket percentage increase minus 20 per.
centage points for hospitals in all areas,

'(VII) for fIscal year 1992. the market
basket percentage increase mInus 1.1 per-
centage points for hospitals in all areas.

"(VIII) for fiscal year 1993, the market
basket percentage Increase minus 0.2 per-
centage points for hospitals in all areas,
and",

(B) EPTSCTIVI an.—The aznendrnenta
made by subparagraph (A) shall apply to
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payments for discharges ocourring on or
p.fterJanuary 1,

(2) Rum az xm-c1TT HosnmL—
(A) Piovissoxa RILATIXO TO DI&POJOR-

TIOIATS 8KW £DIUITIW!T.-
(1) R.mAL or sunsrr.—Sectlon 1888(d) of

such Act (42 U.S.C. 1395ww(d)) Is amended
by striking "and before October 1, 1995,"
each place It appears In pemgraph (2XCXIV)
and paragraph (SXPXI).

(U) No u,wrDaRDaucO roi AbJU5T$
vnse eISA i.ee.—Section 1886(dX2XCXIV)
of such Act (42 U.S.C. 1395ww(dX2XCXIV))
Ii amended by striking the period at the end
end Inserting the followlnW. ", except that
the Secretary shall not exclude additional
payments under such paragraph made as $
result of the enactment of section 6003(c) of
the Omnibus Budget Reconciliation Act of
1989.".

(Ill) EFFEcTIVE cArL—The amendment
made by clause (I) shall take effect on the
date of the enactment of this Act, and the
amendment made by clause (U) shall take
effect as If included in the enactment of the
Omnibus Budget ReconcIlIatIon Act of 1989.

(B) Paasx-OuT 07 WA*ATI AVAGI STAND-
ARDL £MOVETL-

(1)11 axmAL.—SectLOn 1888(bMZXBXI) of
such Act (42 U.S.C. laaSww(bX3XBXi)). as
Smended by subsection (aXi), Is further
amended—

(I) in subclause (VI), by striking "in all
areas." and Inserting 'In a large urban or
other urban area, end the market basket
percentage increase mInus 0.5 percentage
points for hospitals located in rural ares.";

(ID in subclause (VU). by striking "in all
areas," and Inserting "in a large urban or
other urban area, and the market basket
oentage increase plus 0.3 percentage
points for hospitals located In a rural area,";

(m) in subclause (VIII), by striking "in all
areas, and" and Inserting 'ID a large urban
or other urban area, and the market basket
percentage Increase plus 15 percentage
points for hospitals located in a rural area,";

(IV) in subclause (IX)—
(a by striking "1994" and inserting

"1966", end -

(b) by redesignating such subclause as
aubclause (XI); and

(V)by inserting after aubclause (VIII) the
following new subclause:

"(IX) for fiscal year 1994. the market
basket percentage increase for hospitals lo-
cated In a large urban or other urban area.
and the market basket percentage Increase
plus 1.5 percentage points for hospitals lo-
cated in a rural area,

"(X) for fiscal year 1995. the market
basket percentage Increase for hospitals lo-
cated in a large urban or other urban ares,
and the market basket perce 'age increase
plus 1,5 percentage points for hospitals lo-
cated in a rural area. and".

(II) CoaloaMiNO £XEImXISTS.—Sectlon
1886(d) of such Act (42 U.S.C. l3Obww(d)) is
amended—

(I) in paragraph (1XaX1II), by striking
"rural, large urban, or other urban area";

(II) In paragraph (3XA)—
(a) In clause (Ii). by striking "the Secre-

tary" and Inserting "and ending on or
before September 30. 1995, the Secretary",

(b) by redesignating clause (lii) a. clause
(Iv), and

Cc) by Inserting after clause (U) the follow-
Ing new clause:

"(UI) For discharges occurring in a fiscal
year beginning on or after October 1. 1995,
the Secretary shall compute an average
standardised amount for hospitals located
In a large urban area and for hospitals locat-
ed in other area. within the United States
and within each region equal to the respeo-
tive average standardized amount computed
for th. previous fiscal year under this sub-

paragraph lncz*aaed by the applicable per-
centage Increase wider subsection
(bX3XBXL) with respect to hospitals located
In the respective areas for the fiscal year In-
volved.";

(III) In paragraph (3XB), by striking "In
an urban area" and all that follows through
"rural ares" and Inserting "In a large urban
area and for hospitals located In an other
urban area";

(IV) in paragraph (IXDXI)—
(a) in the matter preceding subclause (I),

by striking "an urban area (or," and all that
follows through "area)," and Inserting 'a
large urban area, and 7

(b) In subclause (I), by striking "an urban
area" and Inserting "a large urban area";
and

CV) In paragraph (3XDXII), by striking "a
rm-al area" each place ft appears and insert-
ing "other areas".

(III) EFFECTIVE DATa—The amendments
made by clause (I) shall apply to payments
for discharges occurring on or after January
1, 1991. and the amendments made by
clause (II) shall take effect October 1, 1995.

(3) PassE-IS 07 AREA WAGE ISDEX PDAT1
von 715CM. usa ieai.—Subiect to the last
sentence of section 1886(dX3XE) of the
Social Security Act, for purposes of deter-
mining the amount of payment made to a
hospital under part A of title XVIII of the
Social Security Act for the operating coats
of inpatient hospital services, the Secretary
of Health and Human Services, in adjusting
such amount under such section to reflect
the relative hospital wage level in the geo-
graphic area of the hospital compared to
the national average hospital wage index,
shall-

(A) for discharges occurring during the
period begInning January 1, 1991. and

September 30, 1991, apply a coal-
blued area wage index consisting of—•

(D 75 percent of the area wage Index de-
termined using the survey of the 1988 wages
and wage-related costs of hospitals In the
United States conducted under such section,
and

(II) 25 percent of the area wage Index ap-
plicable to the hospital for discharges occur-
ring during fIscal year 1990, as determined
using the survey of the 1984 wages and
wage-related costs of hospitals in the United
States conducted under such section, and

(B) for discharges occurring during fiscal
year 1992 and fiscal year 1993. apply the
area wage Index otherwise applicable to the
hospital under such section for discharges
occurring during such fIscal year.

(4) STUDY 07 aREA WasE IS ADJUST-
MmlTs asSES 0$ ?R0115510$AL 000UI'ArIoNAL
O0$PO$IST.-

(A) COLLSCTIOI' or asrs.—The Secretary of
Health and Human Services shall collect
data on employee compensation and paid
hours of employment for employees of sub-
section (d) hospitals (U defined in section
1886(dX1XB) of the Social Security Act) in
various occupational categories, and shall
provide such data to the Pay-
ment A.neTIt mm4fL

(B) REvOlT vo oo,oams.—Not later than
September 1, 1193. the Prospective Payment
An"t Cominlaslon shall, using the
data provided by the Secretary wider sub-
paragraph (A). prepare and submit $ report
to Omgrom analyzing methoda to adjust the
area wage Index applicable to $ hospital
under section 1886(dX8XE) of such Act to
take Into account variations In occupational
categories Included In such Index.

(5) PZRILSNENT &ATh6ION or uozow.
pacon on svucasxztme ANDUWTS.

(A) II essum.—SeCUCn 1886(dX1XAX1II)
of such Act (42 U.S.C. 1395Ww(dX1XAXIW)
Is amended by striking "during the period"

October 15, 1990

and all that follows through "1990" and in-
serting "on or after April 1, 1988,".

(B) ExTESBION KADE OW scaxr.szuTm
uszi.—Tbe Secretary of Health and Human
Services shall make any adjustments result-
ing from the amendment made by subpara-
graph (A) In the amount of the payments
made to hospitals under sectIon 1886(d) of
the Social Security Act in a fiscal year for
the operating costs of inpatient hospital
services In $ manner that ensures that the
aggregate payments under such section are
not greater or less than those that would
have been made in the year without such
adjustments.

(C) EFrurrivE ns'ra—The amendment
made by subparagraph (A) shall apply to
discharges occurring on or after October 1,

1990.
(6) EIIMIWATI0$ 07 BOSPITAL OTT-GEl FOR

5ESVICEB 01 PBYSICIAJI ASSISTANTS.—
A Iz cwzaAL.—SecUon 9338 of the Om-

nlbu. Budget Reconciliation Act of 1988 Ia
amended by striking subsection Cd).

(B) EFracrivi nan.—The amendment
made by paragraph (1 shall take effect as If
Included in the enactment of the Omnibus
Budget ReconcIlIation Act of 1988.

(7) DzTISXI$ATIOS 07 SEASONARLE COSTS

RL.ATIKO TO swuro eme.—CA) Section
1883(aX2XBXIIXE) of such Act (42 U.S.C.
1395tt(aX2XBXIIXII)) is amended by strik-
ing "the previous calendar year' and all
that follows through the period and Insert-
ing "the most recent year for which cost re-
porting data are available with respect to
such services (Increased In - a compounded
manner by the applicable increase for pay-
ments for routine service costs of skilled
nursing facilities under sectIon 1888 for sub-
sequent cost reporting periods and up to
and Including such calendar year) under
this title to freestanding skilled nursing f a-

dUties in the region (as defined in section
1886(dX2XD)) in which the facility Is locat-
ed.".

(B) If, as a result of the amendment made
by subparagraph (A), the reasonable cost of
routine services furnished by a hospital
daring a calendar year (as determined under
sectIon 1883 of the 8oct11 Security Act) is

le than the reasonable cost of such serv-
ices determined under such section for the
previous calendar year, the reasonable
cost of such services furnished by the hospi-
tal during the calendar year under such sec-
tion shall be equal to the reasonable cost de-
termined under such section for the previ-
ous calendar year.

(C) The amendment made by subpara-
graph (A) shall apply to services furnished
on or after October 1. 1990.

(b) ADrIBTRATIOS o H0sITTAL PAYKESTSuT-
(1) USTrORM RESORTING REQVIRENT1 FOR

omrsm E0SPITAL5.—
(A) gequmzxurn.—Eaeh hospital do-

scribed in subparagraph (B) shall, in accord-
ance with the uniform system for reporting
by medicare participating hospitals devel-
oped by the Secretary of Health and Human
Services under sectIon 4001(c) of the Omni-
bus Budget Re'"-th Act of 1987.
report the Information described In para-
graph (2) of such section to the Secretary.

(B) HOSPITAlS IVEJECT TO iUtI?.—
cb of the following hospitals is subject to
the requirement of subparagraph (A):

(i) A hospital receivIng an additional pay-
ment under section 1886(dXSXF) of the
Social Security Act (relating to payments to
disproportionate share hospitals).

(II) A hospital classified by the Secretary
of Health and Human Services as a sole
community hospital under section
1188(dX5XD) of such Act.
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(Iii) A hospital classified by the Secretary

as a regional referral center under section
1886(dX5)(C) of such Act.

(iv) A hospital clansified by the Secretary
as a medicare-dependent, small rural hospi.
tal under section 1886(d)(5X0) of such Act.

(v) A hospital designated by the Secretary
as an essential access community hospital
under section 1820(iX 1) of such Act.

(C) E?,ECTrVg DATE.—The requirement of
subparagraph (A) shall apply to hopitgj
with respect to cost reporting perlod begin.
fling on or alter October 1, 1990.

(2) RzsPoNsIBn.rms AND 1EPORTIWO RE-
QUIRENTS OP P1oSPECTIVE PAYT ASSZSS-
MZNT COMMISSION.—

(A) EXPMSIoN OF RESPONSIBILITI$.—8ec.
tion 1886(eX2) of the Social Security Act (42
U.S.C. 139ww(e)(2)) Is amended—

(i) by striking "(2)"and Inserting "(2XA)";
and

(ii) by adding at the end the following new
subparagraphs:

"(B) In order to promote the efficient and
effective deUvery of high-quality health
care services, the Con1n1Iion shall, In addi.
tion to carrying out ita functionE under sub-
paragraph (A), study and make recommen-
dations for each fiscal year to the Commit-
tee on Finance of the Senate and the Com-
mittee on Ways and Meana of the House of
Representatives regarding changes In each
existing reimbursement poUcy under this
title under which payinenta to an th2titution
are based upon prospectively determined
rates and the development of new Institu-
tional reimbursement poUcies under this
title, including recommenciatioj relatingto-

"(I) payments during each fiscal year
under the prospective payment 8ystem
established under this section for determin-
ing payments for the operating costa of in.
patient hospital services, including changes
in the number of diagnosis-related groups
used to cassiIy inpatient hospital dis-
charges under 8ubsectlon (d), adjustments
to such groups to reflect severity of ll1nes,
and changes in the methoda by which hopi.
tals are reimbursed for capital-related cot,
together with general recommendation5 on
the effectivenea and quality of health care
deUvery systems in the United States and
the effect8 on 8uch systemi of Institutional
reimbursements under thl8 title:

"(ii) payments to hopita] located in large
urban areas, including the .pproprlate
treatment of bad debt and cha.rity care and
the relation between payments to hopita]
under this section and payments under pro-
grams that reimburse hospitalE for provid.
Ing inpatient care to low-income indl%iduaja

"(iii) payment,s to hopita] located in
rural areas, including appropriate respone5
to problems relating to low hospital occu-
pancy rates, the quality of care provided by
such hospitalE, and the acce of individuals
Uvthg in rural areaa high-quality health
care services; and

"(iv) changes in the Insurance program es-
tablished by this title that will constrain the
Costa to private employers of providing
health care to employees.

"(C) By not later than June 1 before the
beginning of each fiscal year, the Commis.
Mon shall 1ibm1t report to the Committee
on Finance of the Senate and the Commit-
tee on Waa and Means of the House of
Representativ containing a description of
Its activities during the preceding fiscal
year.".

(B) REPORTIIqG REQUIRflWITS POE COMMIS-
8101! AND SCRTARY .IMmAT1oN OP OTA RE.
PORTING RQUIRZMs._.8ection 1886 of
such Act (42 U.S.C. 1395ww) th amended—

<1) by striking subparagraph CD) of subsec-
tion (dX4);
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(II) in the second sentence of 8ubsectton

(eX2XA), u amended by paragraph (1)(A),
by striking "In addition" and all that fol-
lou through "the Commission" and Insert-
ing "The Commission";

(HI) in subsection (eX3XA)—
(I) by Btrikthg "the 8ecretary" and Insert-

ing "the Committee on Finance of the
Senate and the Committee on Waya and
Means of the House of Representatives",
and

(U) by 8trlklng the period at the end and
Inserting the following: ", together with its
general recommendations under paragraph
(2XB)(i) regarding the effectiveness and
quality of health care delivery systezna in
the United States.";

(iv) in subsection (eX4)—
(I) by 8trlklng "(4)" and Inserting "(4XA)",

and
(11) by adding at the end the following

new subparagraph:
'(B) In addition to the recommendation

made under subparagraph (A), the Secre-
tary shall, taking into consideration the rec
ommendations of the Comm1on under
paragraph (2XB), recommend for each fiscal
year (beginning with fiscal year 1992) other
appropriate changes in each existing reim-
bursement poUcy under this title under
which payments to an institution are based
upon prospectively determined rates.";

(v) in subsection (e)(5)—
(I) by itrlklng "recommendation" each

place it appears and Inserting "recommen-
dations", and

(II) by adding at the end the following
new sentence: "To the extent that the Sec-
retary'8 recommendationa under paragraph
(4) differ from the Commission's recommen-
dation5 for that fIscal year, the Secretary
shall include in the pubUcatlon referred to
in subparagraph (A) an explanation of the
Secretary's ground8 for not following the
Cornrnlasion's recommendations."; ..nd

(vi) in subsection (eX6)(G)—
(I) by striking clause (i), and
(H) by redesignating clauses (ii) and (HI)

is lau8es (i) and (ii).
(C) COMP0SmON or CO8SION.—8ectf on

1886(eX6XB) of such Act (42 U.S.C.
1395ww(eX6XB)) I ..mended—

(i) by Btriklng "profeeiona]s" and Insert-
Ing "professions"; and

(ii) by striking "including physlciana" and
Iiiaertlng "including (but not limited to)
phys!clana".

(D) Coiuoiiaiw £Mmrr.—8ectjon
1845(cXl)(D) of such Act (42 U.S.C. 1395w—
1(cX1XD)) Ia amended by 8triklxlg "reports
and". -

(E) Ernci'iyg z—The amendments
made by this pamgTaph thafl take effect on
the date of the enactment of this Act.
SEC. 12001. XPAVSWN OF DEG PAYMENT WINDOW.

(a) Ii OgicEw.—The first sentence of eec-
tion 1886(aX4) of the Social Security Act
(42 U.S.C. 1395ww(aX4)) Ia amended by
striking the period and Inserting the follow-
Ing "; and tncludes the costs of all services
for which payment may be made under this
title that are provided by the ho2pital to the
patient during the 72-hour period ending on
the date of the patient'. dmiMIon.".

(b) Ep'yzcrzvz DAn.—The amendment
made by sub8ectlon (ft) shall apply to serv•
ice8 furnished on or after January 1. 1991.
SEC. 12004. PAYMKNT POR D!RECT GRADUATE

MEDICAL EDUCATION CX)STS.
(a) Dr IAT1Ow or FULL-TIMZ-EQUIVA-iz Rsms.—
(1) Tznwrr 0,' PRIMARy CARl AND NON-

PHXMARY CARX RIDZ2qTS fl!ITIAL RIDZN.
CY PR1oD.—8ection 1886(hX4XCXjI) of the
Social 8ecurtty Act (42 U.S.C.
1395ww(hX4)(CXjI)) Is amended by striking
"Is 1.00," and lnaertjng the follwthg "is—

II 9903
"(I) 1.1, in the case of a resident who Is ft

primary care resident;
"(H) 1.0, in the case of a resident who is

not a primary care resident and who special-
izes in internal medicine or pediatrics; or

"(III) .75, in the case of a resident not de-
scrlbed in eubdauses (I) or (H),".

(2) WeIghting factor after initial residency
period.—8ection 1886(hX4XC)(iv) of such
Act (42 U.S.C., 1395ww(hXCXiv)) Is amend-
ed by 8trlklng ".50" and InsertIng ".80".

(3) D1NIrIoN.—8ection 1886h)5) of
such Act (42 U.S.C. 1395ww(h)((5)) is
amended—

(A) by redesignating subparagraph (H) as
subparagraph (I); and

(B) by inserting after subparagraph (G)
the following new subparagraph:

'(H) PRDUItY CAR! z8IDIqT.—The term
'primary care resident' means (in accord-
ance with criteria etabl1shed by the Secre-
tary) a resident being trained in a distinct
program of family practice medicine, gener-
al internal medicine, or general pediatrics.".

(4) Emcnvz I)ATE.—The amendments
made by paragraphs (1), (2), and (3) shall
apply to cost reporting periods beginning on
or alter October 1, 1990.

(b) C ow Amovzz FrE RESIDEIrr
Aiiowrrs.—8ection 1886(hX2XD) Is amend-
ed by 8trlklng the period ftt the end and in-
ertlng the following: except that the ap-

proved FFE resident amount for the hospi-
tal may not exceed—

'(i) for cost reporting periods beginning in
fIscal year 1992, 200 percent of the median
of all approved FrE amounts for hospitals
under th1 paragraph for cost reporting peri.
ods beginning in such fIscal year, adjusted
by the area wage index appUcable to the
hospital under sub8ectlon (dX3XE) during
guch cost reporting period;

"(ii) for co8t reporting periods beginning
in fIscal year 1993, 175 percent of the
median of all approved FFE amounts for
hopit.ai under this paragraph for cost re-
porting periods beginning in such fIscal
year, adjusted by the area wage index appU.
cable to the hospital under subsection
(dX3XE) during such co8t reporting period;
and

"(iii) for cost reporting periods beginning
in fIscal year 1994 or any 8ubsequent fiscal
year, 150 percent of the median of all ap-
proved FFE amounts for hospitalE under
thla paragraph for cost reporting periods be-
ginning in such fIscal year, adjusted by the
area wage index appUcable to the hospital
under subsection (dX3XE) during such cost
reporting period.".
SEC. 1200& PP8.XEMPT RO8PJTAL8.

(a) Riivcriow u PA'rwr FOR CApirn-
Rzi.*i CosTs.—$ection 1886(gX3) of the
Social Security Act (42 U.S.C. 1395ww(gx3))
Ia amended by ..ddlng at the end the follow-
ing new subparagraph:

"(C) In determining the amount of the
payments that may be made under this title
with respect to the capital-related costs of
inpatient hopita1 servlce8 of inpatient hos-
pital services of a hospital that Is not de-
scribed in subparagraph (A). the Secretary
shaU reduce the amount of such payments
otherwise established under this title by 15
percent for payments attributable to por-
tions of cost reporting periods or discharges
(U the case may be) occurring during fiscal
year 1991 or fiscal year 1992?'.

(b) Drvzi.opwmrr 0? NATIONAL PROspc.
TIVI PAY)U2!X RAms FOR Cux N0N-PPS
HosPrrAL8.—

(1) DrVILOPMKqT 0? PROPOSAL—The Secre-
tary of Health anci Human Services shall de-
velop a proposal to modify the current
system under which hospitalE that are not
Bubsection (ci) hospitalE (as defined in sec-
tion 1886(dXlxB) of the Social Security
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Act) rarive payment for the operating and
eapitlated costs of inpatient hospital
servlcc under part A of the medicare pro.

O' 3 proposal to rtPI&ce such system
with a system under which ueh payments
would b made on the basis of netlonally-do.
term1nol average standardized amounts. u
developing any proposal under this pars-
ewph to replace the current system with a

pet1ve payment system, the Seoretary
ah&fl -

(A) ta'e into consideration the need to
provide for appropriate limits on Increases
in expenditures under the medicare pro-

(B) provide for adjostmPnta to proapso-
lively determined rates to account for
changes in a hospital's ease mix, severity of
Illness of patients, volume of cases, and the
develont of new techloglce and stand-
ards of medical prscttee

(C) take Into consideration the need to In-
crease tJce payment otherwise emde under
such cystem In the case of services provided
to pa&lenta whose length of stay or costa of

etmont gzeaUy exceed the length of stay
or cost of ec.f'"nt provided for under the
applicable prospectively determined pay-
mont ro

(D) take Into consideration the need to In-
crease payments under the system to hospi-
tals that treat a disproportionate share of
1ow-laouce patients, tehIng hospitals, and
hoapitaic located In geographic areas with
high wauc and wage-related coats, and

() prcvide for the appropriate allocatIon
of operating and capItal-related costs of be.-
pilaic not subject to th. new prospective
payment system and distinct units of such
lwipltaic that would be paid under such
system.

(3) Eovs.—(A) By not later than Feb-
ruary 1. 1991. the Secretary shall submit
the proposal developed under paragraph (1)
to the Committee on Finance of the Serate
and the Committee on Ways and 51eens of
the House of Representatives.

(B) By not later than May 1. 1191. the
Prmpectlve Payment Assessment Commis-
sion shsfl submit an analysis of and com-
ments on the proposal developed under
paragraph (1) to the Commltee on Finance
of the Senate and the Committee on Ways
and Means of the House of Representatives.

Cc) Arasas or Tuozr AMouers.—
(1) Dnmmm ron azvxxw a. sasoa.—

(A) SectIon 1816(f) of the Social Security
Act (42 U.s.C. 1395h(f)) Is amended—

(I) b striking "(1)" and "(2)" and insert-
ing "(1y and "(B)";

(ii) by etr-lklng "(1)" and Inserting "(fXi)";
and

(lii) by striking "Such standards and trite-
rl*" end all that follows and Inserting the
following'.

"(3) The standards and criteria estab-
lished under paragraph (1) shall include—

"(A) with respect to claims for services
furnished under thIs pert by any provider of
services ether than a hospital—

"(1) whether such agency or organItIon
Is able to process 75 percent of reconsider-
atlons wIthin 60 days (except in the case of
fimal pear 1969, 66 percent of reconsider-
atfons) end 60 percent of 1deratIons
wIthin 60 days, and

"(U) the extent to which such agency or
ceaninstlon's determinations are reversed
on appou) end

"(B) with respect to applications for a re-
consideration of the target amount applica-
ble under sectIon 1686(b) to a hospital that
is not a subsection (d) hospttal (as defined
In section 1866(dX1XB))—

"U) If such agency or organisatlon receives
a completed application, whether such
agency or organlmtion is able to prooem
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ouch application not later than 10 nys alter

Is filed, and
"Cli) N? ouch agency or organicatlen ye-

c Incomplete appflcat'Q. whether
ouch ancy or organisatlon is able to
return the application with instructions on
how to eacaplote the application not later
then 60 iNays after the application Ia flied.".

"(B) liection 188&bX4XA) of such Act (42
.&C. 1295Vw(bX4XA)) is amended by
Sddlng at the end the following new sen-
tence: "The Secretary shall announce a de-
cIsion on any request for an exemption, ex-
ceptIon, or adjustment under this para-
graph not later than 120 days after reedy-
tnt a completed application for iveb exemp-
tion, exception, or adjustment, and shall In-
clude In such decision a detailed explana-
tion of the grounds on which such request
was approved or denied.".

"(2) bxaxnaans POR A55IGE'! OP SEW
mex rsaxon.—SectIon 1886(bX4) of such Act
(42 U.S.C. 1395ww(bX4)) Is amitdPd—

CA) by redesignatlng subparagraph (B) as
subparagraph (C); and

(B) by Inserting after subparagraph CA)
the following new subparagraph:

"(B) In determining under subparagraph
(A) whether to assign a new base period
which Is more representative of the reasona-
ble and necessary cost to a hp1tal of pro-
viding Inpatient services, the Secretary shell
take Into consideration—

"U) ehang In 5pp1hh1P tn1cgles,
medical practices, or case mix severity that
Increase the hospital's coats;

"UI) whether Increase. In wages and wage-
related costs In the geographic area In
which the hospital is located exceed the ar-
erage of the Increases In such costs paid by
hospitals In the United States; and

"(UI) such other factors as the Secretary
considers appropriate In determining In-
creases in the hospital's coats of providing

____

Inpatient services.".
"(3) Ovnmacr To rsmtsnum ann

prrALs..—The Administrator of the Health
care financing Administration shall provide
guidance to agencies and organizetlons per-
forming functions pursuant to sectIon 1816
of the Social Security Act and to hospitals
that are not subsection (dl hospitals (as do-
fined In section 1886(dX1XB) of such act) to
assist such agencies, org"1". and has.
pitals hr filing complete appltI" with
the Administrator for exemptions, excep-
tions, and adjustments under section
1888(bX4XA) of such act. -

(4) rr&i.mv nseze.—The amendments
made by paragraph (1) shall take effect on
the date of the enactment of this Act, and
the amendments made by paragraph (2)
shall take effect as If Included In the enact-
ment of the Omnibus Budget Re'if on
Act of 1059.
SEC. lisle. ranuxa IN PAYM&NTh U)WSE PART A

1OVGH DEcEnazu ii
(a) Ix Os —Notwttbstandinl any

other provision of law, for purposes of de-
termining the amount of payment for Items
or services under pert A of title XVUI of
the Social Security Act (Including payments
• under sectIon 1886 of such Act attributable
to or allocated under such part) during the
period described In subsection (b):

Cl) The market basket percentage Increase
(described In section 1888(bX3XBXli1) of the
Social Secactty Act shall be deemed to be 0
for dizcbajec occurring during such pertet

(3) Tin percentage Increase or decrease In
the medical care expenditure category of
the consumer price Index applicable under
section 1614(1X2)(B) of such Act shall he
deemed to be 0.

(P) The arco wage Index applicable to a
subsection (4) hospItal under section
18S6CdX5X) of such Act shall be deemed to
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be the ares wage Index applicable to such
hospital as of September 80, 1990.

(4) The percentage change hr the con-
sumer price Index applicable under section
1$86(hXZXD) of such Act shall be deemed
to bed.

(b) Dcnwrxox or Pmson,—The period
referred to In subsection (a) Is the period be-
ginning on November 1, 1090, and ending on
December 31.1990.
—Amend subtitle D of title XXX to read as
toflowe
Subtitle D—Proylsions Relating to Medicare

Part B Premium arid Deductible
SEC. Wil. PAr' i ?I1UN.

Section 1839(e) of the Social Security Act
(43 U.S.C. 1306r(eXl)) Ic amended by etrik.
liii "1191' each place It appears and Insert-
Ing "1998",
SEC. WIt. PL8? 8 ESDVCT!BL8.

SectIon 1833(b) of the Social Secut4tp Act
(42 U.S.C. 13951) Is amended by ineerting
after "$75" the following; "for calendar

..yeara before 1991 and $100 for 1901 end rub-——'.
—Strike sectIon 12401 and insert the follow-
ing (and conform the table of contents ac-
cordIngly):
SEC 121St (JS7OkS U

(a) £ZTSESIOP OP PrW5DWE Pmzou son
(3) ci section 131U) of

the Consolidated Omnibus Budget P.econdfl-
fallen Act of 1985 (19 U.S.C. 5GjX3)) is

by striking out "1991" and insert-
ing "1996".

(b) Awug7lT or Psss,—.Psragrapk (0)
of sectIon 13031(b) of the Consolidated Om-
nibus Budget ReconciliatIon Act of 1993 (19
U.S.C. 58c(bXO)) Is amended to read as fol-
lowE

"(91(A) For the processing cf-merchandise
that Is formally entered or released during
any fIscal year, a fee In an amount equal to
0.17 percent ad valorem, unless adjusted
under subparagraph (B).

"(B Xl) The Secretary of the Treasury may
adjust the ad valorem rate specified In sub-
paragraph (A) for merchandise that is f or-
mally entered or released during any fiscal
year after September 30, 1091, to an ad valo-
rem rate (but not to a rate of more than
0.19 percent nor lem than 0.18 percent) that
would, If charged, offset the salaries and ex-
penses that wIll likely be Incurred by the
CustI ServIce In the proc"lng of such
entries and releases during that fiscal year.

"UI) In determlnlnt the amount of any ad-
jusAflt under clause (I), the Secretary of
the Treasury shall take Into account wheth-
er there Is a surplus or deficit In the fund
established under section 613A of the Tariff
Act of 1030 wIth respect to the provision of
customs services for the processing of
formal entries and releas" of merchandise.

"(Iii) An adjustment may riot be made
under clause (1) with respect to the fee
charged during any fIscal year unless the
Secretary of the Treasury—

"(I) determines, not later then the 60th
day alter the date of the enactment of the
Act providing regular appropriations for the
Customs Service for that. fiscal year, that
such an adjustment should be made;

"UI) before .ktng the determination re-
ferred to In subdau.e (I), consults with the
Committee on Ways and Means of the
Heuse of Repreaentitfves and the Commit-
tee on Finance of the Senate regarding the
adjustment and

"CIII) publishes notice of the determina-
tion In the Federal R.eØste.

"(Iv) The 60-day period referred to In
clause (1211(L) shall be computed by exclud-
ing-

"(I) the days on which either House Is riot
in session because of an adjournment of
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more than $ day, to a day eertath or an ad-
jouniment of the Congress eino die; and

'W) any 8aturday and Sunday, not ez.
eluded UndeT subc1aa, (I), when either
House is not In session.

'(v) An adjustment made under this sub.
paragraph is effective with respect to
formal entries and releases made on or after
the 30th day after the date of pubflestJ of
the notice required under clause (liiXffl)
and before the first day of the next fiscal
year.

"(vi) Any fee charged under this pare-
graph whether or not adjusted under this
subparagraph, Is subject to the limitations
In subsection (bXBXA).".

(C) Aocaaa&zon or MLRonAJIDISi Paousss.
nes Puss.—Sectlon 111(fX1XB) of the Cus-
toms and Trade Act of 1930 Ia amended by
striking out "determined In" and Inserting
"currently In effect under'.

(d) Cusrous Smvxcz ADs marasriox..—.
SectIon 113 of the Customs and Trade Act
of 1990 Is amended—

(l) by Inserting 'and" after the
at the end of subsection (aXl)

(2) by striking out the semicolon at the
end of subsection (aX2) and Inserting aperiod;

(I) by striking out paragraphe (3) (4) and
(8) of subsection (a); and

(4) by striking out "Committees referred
to In subsection (al(S)" In subsection (b) and
Inserting "the Cothmlttee on Ways and
Means of the House of Representative and
the Committee on flnance of the Senate".
—Strike title XIII and Insert the following:

TITLE XIfl—COMJjj7'rEE ON WAYS
AND MEANik REVENUE PROVISIONS

sac inei. snonr m wrc.
(a) Snoar ii.s.—This title may be cited

as the "Reconciliation Revenue Act of
1990".

(b) AMznxiI,T or 1986 Conx.—Except as
otherwise expresely Provided, whenever In
this title an amendment or repeal Is ex-
premed In terms of an amendment to, or
repeal of, a section or other provision, the
reference shall be considered to be made to
a section or other provision of the Internal
Revenue Code of 1986.

(C) TAXI.! Os' Corrmrrg.—
TITLE XIfl—COMMITItE ON WAY8

AND MEANS REVENUE PROVISIONS
Sec. 13001. Short title; etc.

8ubtltle A—User-Related Taxes
Sec. 13101. Extension of avationreJated

taxes and trust fund; repeal of
trigger.

Sec. 13102. ExtensIon of leaking under-
ground Storage tank trust fund
taxes.

Sec. 13103. ExtensIon *iid modification of
telephone excise tax.

Subtitle B Compua Provisions
Sec. 13201. SuspensIon of statute of limita-

tions during proceed1ng to en-
force certain summonses.

Sec. 13202. Accuracy-related penalty to
apply to sectIon 482 adjust-
menta.

Sec. 13203. Disclosures to persons providing
services permitted.

Sec. 13204. ApplIcation of amendments
made by section 7403 of Reve-
nue Reconciliation Act of 1989
to taxable years beginning on
orbeforeJuly 10,1989.

Sec. 13205. Other reporting reQuirements.
Sec. 13206. Study of sectIon 482.

Subtitle C—Retiree Health Provisions
Par I—Taxar, op Rxvsnszora or
QULLIPraD Pi*x Assxrs To Esipi.oyma

See. 13301. Increase In reversion tax.

See. 16802. Requirement of replacement
'plan br portion of ez

Sec. 1303. Effective date.
Pair fl—TaaKsnpJ vo Rrrzs.w Hiavrw

See. 13311. Transfer 0.? exoeas pensionamet.s
to retiree health accounts.

Sec. 13312. Application of ERISA to trans-
Icr, of excess pension assets to
retiree health accounts.

Subtitle D—bnployment Tax Provisions
Sec. 11491. DeposIts of payroll taxes.

Subtitle A—Vser -1elated Taxes
SEC. 13101. XT!NSION OF AYL4TIONERL4TTo

TAXES AND TRT rum w'gai. or

(a) Emo or Taxis ann TaurrPorn.- -

(1) Ti,AilspoeTAflox TAXZs.—Sectlons
4261(g) and 4211(d) are each amended by
striking "January 1, 1991" and inserting
"January 1, 1996". -

(2) Puss. Taxis.—
(A) Subparagraph (B) of section

4091(bX6) (am redesignated by section
13211(b)) Is amended by striking "January
1,1991" and Inserting "January 1, 1996".

(B) Paragraph (5) of section 4041(c) Is
amended by striking "December 31, 1990"
and inserting "December 31, 1995".

(3) Dxposn,s Inro musr PUND.—Subsectjon
(b) of section 9502 (relating to transfer to
Airport and Airway Trust Fund of amounts
equivalent to certain taxes) Is amended by
strIking "January 1, 1991" each place It ap-
pears and insertIng "January 1, 1986".

(b) Rirtu. or Tizcis.—
(1) SectIon 4283 (relatIng to reduction In

aviation related taxes In certain cases) Is
hereby repealed.

(2) The table of sections for part m of
subchapter C of chapter 33 Ia amended by
striking the item relating to section 4283.

(3) Subsection (C) of section 4041 Ia
amended by striking paragraph (8).
SEC. 13102. EXTENSION OF LEAXING UNDER.

GROIJ7OD STORAGE TANK TiINT FUND
TAXEs.

(a) Ii, OxiRAL_.-Pftragraph (2) of section
408Hd Is amended to read aà follows:

"(2) U1!DSiOR0VJfl) STORAGI TANK
river rmm riwancsm Rave—The Leaking
Underground Storage Tank Trust Fund fi-
nancing rate under subsection (aX2) shall
not apply after December 31. 1995."

(b) Errr1.- Dave.—The amendment
made by subsection (a) shall take effect on
the 30th day after the date of the enact
ment of this Act.
SEC. 13103. EXTENSION AND MODIFICATION OP

TELEPHONE EXCISE TAX.

(a) ExTussloL—Paragraph (2) of section
4251(b) Is amended by strikIng "1990" and
Inserting "1995".

(b) Accssxnarioi or Dxrosrr Riouras.
MERTS.-

(1) ho O*i...-5ubsion (e) of section
6302 (relatIng to time for deposit of taxes of
airline tickets) Is amended-

(A) by Inserting 'Comswozcanoxa Smy-
rem AND" before "A.zasnqz". and

(b) By Inserting "section 4251 or" before
"subsection (a) or (bY'.

(2) E'v,iyi b*TL—The amendment
made by paragraph (1) shall apply to pay-
ments of taxes considered collected for
semimonthly periods beginning after De-
cember31, 1990.

Subtitle B—Compliance ProvisIons
SEC. 13311. SUSPENsION OP STATUTE 0? LThIrrA.

T2ONS DURING PUOCEED(Nc 10 EN-
PORUS CERTAIN SuMMONSEs.

(a) Ortmu. Rvxx.—Section 6503 (relating
to suspension of running of period c limits-
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tion) Is amended by redealgnatlng subsec-
tion (k) as subsection 1 and by Inserting
after iubsectlon (3) the following new sub-
section:

'(k) ErrElisrois us CAax or Cisrano Sms-
MOWS'S.—

"(1) Ii smca.tss,.—If any designated sum-
mons Is issued by the Secretary with respect
to any return of tax by a corporation, the
lianning of any period of limitations provid-
ed In sectIon 6501 on the assessment of auch
tax shall be suspended—

'(A) during any judicial enforcement
period-

"(I) with respect to such swnmons, or
'(II) with respect to any other summons

which Is Issued during the 80-day period
which begins on the date on which such des-
ignated summons Is Issued and which re-
lates to the same return as such designated
summos and

"(B) If the court In any proceeding re-
ferred to In paragraph (3) requIres any eon:-
pllanoe with a summons referred to In sub-
paragraph (A). during the 120-day period
beginning with the lot day after the close of
the suspension under subparagraph (A).
If subparagraph (B) does not apply, such
period ahall In no event expire before the
60th day after the close of the suspension
-under subparagraph (A).

"(2) Dxaicxain: svMlIoxs.—Por purposes
of this subsection—

"(A) In onqmaz..—fle term des1gnated
summons' means any summons issued for
purposes of determining the amount of any
tax imposed by this title If—

"(I) such summons Is Issued at least 60
days before the day on which the period
prescribed In section 6501 for the assess-
ment of such tax expires (determined with
regard to extensions), and

"(U) such summons clearly stales that It La
a designated summons for purposes of this
subsectIon. -

"(B) Lusrmriojq.—A summons which re-
lates to any return shall not be treated as a
designated summons If a prior summons
which relates to ouch return was treated as
a designated summons for purposes of this
subsection.

"(3) Juincrsi moacmmrr pxaion.—Por
purposes of this subsection, the term 'judi-
cial enforcement period' means, with re-
spect to any summons, the period—

'(A) which begins on the day on which a
court proceeding wIth respect to such sum-
mons is brought and

"(B) which enda on the day on which
there is a final resolution as to the turn-
moned person's response to such summons."

(b) Erracrivi DATL—The amendment
made by subsection (a) shall apply to any
tax (whether imposed before, on, or after
the date of the enactment of this Act) if the
period prescribed by section 6501 of the In-
ternal Revenue Code of 1986 for the assess-
ment of such tax (determined with regard
to extensions) has not expired on such date
of the enactment.
SEC. 13212. A(XIJRACY.RELATED PENALTY TO

APPLY TO SECTION 482 AWUSTMENTS.
(a) OSNERAL Rux.z.—.Subsection (e) of sec-

tion 6662 (defining substantial valuation
overstatement under chapter 1) Is amended
to read as follows:

"(e) 8uss-raiqvx*. VALUATION Mrssrarx-
153107 UNDER CHAPTER 1.—

"(1) In arncnuix..—For purposes of this sec-
tion, there Is a substantial valuation missta-
tement under chapter 1 If—

"(A) the value of any property (or the ad-
justed bests of any property) claimed on any
return of tax Imposed by chapter 1 Is 200
percent or more of the amount determined
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to be the correct amount of guch valuation
or adjusted basla (as the case may be). or

(BXi) the price for any property or serv-
ices claimed on any such return In connec•
Uon with any transaction between persons
desCribed In section 482 Ia 200 percent or
more (or 50 percent or less) of the amount
determined under section 482 to be the Cor-
rect amount of such price, or

"(U) the net section 482 transfer price ad-
justment for the taxable year exceeda
$10,000,000.

(2) LnLITATIOI!—NO penalty shill be tin.
posed by reason of subsection (bRS) unless
the portion of the underpayment for the
taxable year attributable to substantial
valuation msstatement8 under chapter 1 ex-
ceeds 85.000 ($10.000 In the case of a corpo-
ration other than an S Corporation or a per.
Bonal holding company (a defined In aec-
Uon 542)).

"(3) Nrr 5CTION 482 TRMI8PR PRICK AD-
,USTMZ1cT.—FOr purpo8es of this sub8ection,
the term 'net Bection 482 transfer price ad-
justmenV means, with respect to e.ny tax-
sble year. the net increase In taxable
Income for the taxable year (determined
without regard to any amount carried to
guch taxable year from another taxable
year) resulting from adjustnienta under sec.
Uon 482 in the transfer price for any prop-
erty or servtces. For purposes of the preced-
ing sentence. rules similar to the rules of
the last Bentence of Bection 55(bX2) shill
apply."

(b) CONFORMING MD1LS.—
(1) Paragraph (3) of section 6682(b) Ia

amended to read as follows:
"(3) Any substantial valuation misstate-

ment under chapter 1..'
(2) Subpsragraph (A) of section 6882(hX2)

Ia amended to read as follows:
(A) any 8ubstafltiftl valuation mlsstate

ment under chapter 1 as determined under
subsection (e) by substitutIng—

"(i) 400 percenV for 200 percent' each
place it appears.

"(II) 25 percenV for 50 percenV, and
"(ti!) 820,000.000 for 110,000,000',".
(c) YCT1VI DATL—The amendments

made by this section shill apply to taxable
years ending after the date of the enact-
ment of this Act.
SEC. 1t203. TREATMEWI 0? flBSONS POV1DING

SERVICES.
(a) OZNERAL RULL—Sub8ection (n) of gee-

Uon 8103 (relatIng to certain other persons)
1. amended—

(1) by striking "and the programming"
and Inserting "the programmlng'. and

(2) by Inserting after "of equipment." the
foUowthg and the providing of other eerv-
kes.".

(b) Eypwriv! DA.—The amendments
made by sub8ection (a) shall take effect on
the date of the enactment of this Act.
SEC. 32O4. APPUCATION OP AMENDMENTS MADE

BY SECTION 74030? REVENUE RECON.
CLLIAT1ON ACT OF $8 TO TAL4BLE
YEAB8 BEGINNING ON oa BEFORE
JVLY O. sL

(a) OIRAL Rvii.—The amendments
made by section 7403 of the Revenue Recon-
cifiation Act of 1989 shall apply to—

(1) any requirement to furnish lnforma
Uon under section 6038A(a) of the Internal
Revenue Code of 1986 (aa amended by such
section 7403) If the time for furnishing such
Information under such section Ia alter the
date of the enActment of this Act,

(2) my requirement under such section
6038A(a) to maintain records which were in
existence on or after March 20, 1990.

(3) any requirement to authorize * Corpo-
ration to act as a limited agent under eec-
Uon 603&A(eXl) of 8uch Code (aa so amend-
ed) II the time for authorizing 8uch action Ia

after the date of the enactment of thIB Act.,

and
(4) any summons lasued after 8uch date of

enactment,
without regard to when the tuable year (to
which the Information, records, authoriza-
tion, or gummon$ relates) began. Such
amendmenta shill also apply in any case to
which they would apply without regard to
this section.

(b) CoirrulUATI01' OP OLD FAILVRES.—Ifl
the ca8e of any failure with respect to a tax-
able year beginning on or before July 10,
1989. which first occure on or before the
date of the enactment of this Act but which
continues after such date of enactment, eec-
Uon 6038A(d)(2) of the Internal Revenue
Code of 1988 (as amended by subsection (c)
of such Bection 7403) shall &pply for pur-
poses of determining the amount of the
penalty imposed for 30-day periods referred
to in such section 8038A(d)(2) which begin
after the date of the enactment of this Act.
SEC. P206. OTHER REPOftTThG REQUIREMENTS.

(a) OENZRAL RuI.L—Subpart A of part UI
of subchapter A of chapter 61 (relating to
Information concerning persons subject to
ipecial provisions) Is amended by tn5erttflg
after Bection 6038B the following new aec-
Uon
8EC 603W. INFORMATION WiTH RESPECT TO FOR.

LIGN CORPORATiONS ENGAGED IN
U.S. BUSDES.

"(a) REQUIRfl&EN'L—If a foreign corpora-
tion (hereLnafter in this section referred to
as the reportIng corporation') Ia engaged in

trade or business within the United States
at any time durtng a taxable year—

"(1) such corporation shill furnish (at
such time and in such manner as the Secre-
tary shill by regulations prescribe) the in-
formation described in subsection (b), and

(2) such corporation shall mantaln (at
the location, in the manner, and to the
extent prescribed in regulations) such
records as may be appropriate to determine
the liability of such corporation for tax
under this title as the Secretary shill by
regulations prescribe (or shill cause another
person to so maintain such records).

"(b) RzQtlfl'ZD oflMATIo1.—For pur-
poses of subsection (a), the Information de-
scribed in this sub8ection IB—

"(1) the Information described in section
6038A(b). and

"(2) such other Information as the Secre-
tary may prescribe by regulations relating
to any item not directly connected with a
transaction for which Information is re-
quired under paragraph (1).

"(c) PENALTY FOR FAILtIRE To FURNISH 1i-
ToRMATIO1 o MAITIT-WI RcoaDs.—The pro-
visions of subsection (d) of Bection 6038A
8hill apply to—

0(1) any failure to furnish (within the
time prescribed by regulations) any tnfor-
mation described in subsection (b), and

"(2) any failure to maintain (or cause an-
other to maintain) recorda as required by
sub8ectlon (a).
in the same manner aa If such failure were a
failure to comply with the provisions of sec-
Uon 6038A.

"(d) ENFORcI!T or RZQUE5TS FOR Cza
r*m REcos.—

"(1) AORT TO TEZAT CORPORATIOfl A$
*01,17.—The rule8 of pamgraph (3) shall
ftpply to any tranMction between the re-
porting corporation and ani related party
who Ia a foreign person unless such related
party agrees (in such manner and at such
time u the Secretary shill prescribe) to au-
thorize the reporting corporation to act as
such related party's limited igent solely for
purposes of pp1ytng sectIons 7602, 7603.
and 7804 with respect to my reque2t by the
Secretary to examine records or produce

October 15, 1990
testimony related to any such transaction or
with respect to any summons by the Secre•
t&y for such records or testimony. The ap
pearance of persons or production of
records by reason of the reporting corpora-
Uon being such an agent shall not subject
such persons or records to legal process for
any purpose other than determilling the
correct treatment under this title of any
transaction between the reporting corpora-
Uon and such related party.

(2) RULES WHERK L$FORMATIO? floT TUB-
IflSHZD.—U—

(A) for purposes of determining the
amount of the reporting corporations liabil-
ity for tax under this title, the Secretary
Iasues a summons to such corporation to
produce (either directly or M an agent for a
related party who is a foreign person) any
records or testimony,

"(B) such summons is not quashed in a
proceeding begun under paragraph (4) of
section 603U(e) (a8 made applicable by
paragraph (4) of this subsection) and is not
determined to be invalid in a proceeding
begun under section 7804(b) to enforce such
summons, and

(C) the reporting corporation does not
substantially comply in a timely manner
with such summons and the Secretary has
sent by certIfied or registered mall a notice
to such reporting corporation that such re-
porting corporation ha8 not so substantially
complied.
the Secretary may apply the rules of para-
graph (3) with respect to any transaction or
item to which such summons relates
(whether or not the Secretary begins a pro-
ceeding to enforce such gummons). U the re-
porting corporation fa]s to manta1n (or
cause another to mantaln) records as re-
quired by 5ubsection (a). and by reason of
that failure, the summons is quashed in a
proceeding described in subparagraph (B) or
the reporting corporation Is not able to pro-
vide the records requested in the summons.
the Secretary may apply the rules of para-
graph (3) with respect to any transaction or
item to which the records relate.

fl(3) APPUCABLE RULES—U the rules of this
paragraph apply to any transaction or item.
the treatment of 8uch transaction (or the
amount and treatment of any such item)
shill be determined by the Secretary in the
8ecretarY8 sole discretion from the Secre-
tarys own knowledge or from such Informa-
tion as the Secretary may obtain through
testimony or otherwise.

(4) Juzncw. piiocirnws.—The provi-
Ions of section 6038A(e)(4) shall apply with
respect to any summons Issued under para-
graph (2)(A); except that subparagraph (D)
of such 5ection shall be applied by substitut-
ing transaction or items for 'transaction'.

"(e) rINrrIo1s.—For purposes of this
section, the term.s related party. foreign
persons, and records' have the respective
meanings given to such termE by Bection
6038A(c)."

(b) CoN?oRMflG AMVThMEIFrS.—
(1) paregraph (1) of section 6038A(s) is

amended by itriking "or Ia a foreign corpo-
ration engaged in trade or business within
the United States".

(2) The table of sectiofl for subpart A of
part III of iubchapter A of chapter 81 is
amended by tnsertlng .1 ter the item relat-
Ing to section 6038B the following new item:

"Sec. 6038C. Information with respect to
foreign corporations engaged
in U.S. business."

(c) ErncTTfl DArT..—The amendment8
made by this aection shall apply to—.

(1) any requirement to furnish Informa-
tion under section 6038C(a) of the Internal
Revenue Code of 1988 (U idded by t.hi3 sec-
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tion) if the time or furnishing such Infor-
mation under such section Is after the date
of the enactment of this Act,

(2) any requirement under such section
10380(a) to maintain records which were to
existence on or after March 20, 1S80,

(3) any requirement to authorize a corpo-
ration to act as $ Waited agent under sac-
tin 6038C(dxl) of such Code (as so added)
If the time for authorizing such action Is
after the date of the enactment of this Act,
and

(4) any summons Issued after such date of
enactment,
without regard to when the taxable year (to
which the Information, records, authoriza-
tion, or summons relates) began.
sac. mu. ssinv or eucno IS.

(a) Gzmz Rmz.—The Secretary of the
Treasury or his delegate shall conduct a
study of the application and administration
of sectIon 482 of the Internal Revenue Code
of 1986. Such study shall Inélude examlna-
lion of—

(1) the effectiveness of the smendments
made by this part In Increasing Levels of
comliance with such sectIon 482,

(2) use of advanced determination agree-
ments with respect to Issues under such sec-
tion 482,

(3) possIble legislative or administrative
changes to asIst the Internal Revenue
Service In Increasing compliance with such
section 482. and

(4) coorllnatlon of the administration of
auth section 482 wIth similar provisions of
foreign tax laws and with domestic nontax
laws.

(hI IIEPORT.—NOt later than March 1.
1982. the Secretary of the Treasury or his
delegate shall submit to the Committee on
Ways and Means of the House of Represent-
atives and the Committee on Finance of the
Senate a report on the study conducted
under subsection (a), together with such
recommendations as he may deem advisable.

Subtitle C—Retiree Health Provisions
Paar I—TaxsnaN'r or Rivzsioas or
QUM.xnm Puii Assrrs To EMPLOTauS

SEC. 11351. INCREAsE (N REVERSION TAX.

Section 4980(a) (relatIng to tax on rever-
sion of qualified plan assets to employeT) is
amended by strIking "15 percent" and In-
serting "20 percent".
sac. taut iron REMFN'T or axpt*,gi' FLA14

VOR PO&TION OF EXCESS ASSEtS.
(a) is OESnAL—Section 4980 is amended

by adding at the end thereof the following
new subsection

"(d) INcREAsE us Tax roa ?anzax ro Es-
mausx Rrnacamszyr Pig 02 iscsAsz Bji-

"(1) Ia Gziza,M..—.8ubsect1on (a) shall be
applied by substItuting '40 percent' for '20
percent' with respect to any employer sever-
alon from a Qualified plan unless—

"(A) the employer establishes or main-
tains a Qualified replacement plan, or

"(B) the plan provides benefit Increases
meeting the requirements of paragraph (3).

(2) Qu*unm wz.aqv rz.ax.—Por
purposes of this subsection, the ten's 'quail-
fled replacement plan' means a qualified
plan established or maintained by the em-
ployer In connection with a qualified plan
termination (hereinafter referred to so the
'replacement plan') with respect to which
the following requirements are met:

"(A) PAItTICIPATION aiiun(zsv.—l3ub-
atantially all of the active participants In
the terminated plan are active participants
In the replacement plan.

"(B) Aasss' T*ANaP asauzizwr.—
"(1) so maczirr cuswow.—A direct transfer

from the terminated plan to the replace-
ment plan Is made before any emp'oyer re-
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tendon In an amount equal to the excess (If
any) of—

"(I) 20 percent of the maximum amount
which the employer could receive as an em-
ployer reversion without regard to this sub-
section, over

"(11) the amount determined under dause
UI),

"UI) Bmucnox ros uscazaga ix
rn's—The amount determined under this
clause Is an amount equal to the present
value of the aggregate increases In the non-
forfeitable accrued benefits under the ter-
minated plan of any participants (including
nonactive participants) pursuant to a plan
amendment which)—

"(I) Is adopted during the 60-day period
ending on the date of termination of the
qualified plan, and

"(II) takes effect immediately on the ter-
mination date,

(III) Tazsrxmrr op amsovwr TB.aasrraaxn,—
In the case of the transfer of any amount
under clause (I)—

U) such amount shall not be lncludfble In
the gross income of the employer.

"(II) no deduction shall be allowable with
respect to such transfer, and

"(Il) such transfer shall not be treated as
an employer reversion for purposes of this
section,

"(Iv) 8m'emai. am.s ron zLzc'rmc toy.
ms,—If an employer makes an election
under paragraph (3RAX111), the amount re-
quired to be transferred under this subpara-
graph shall be the sznouifl determined
under such paragraph (and no reduction
shall be made In such amount under clause
(I),I)).

"(C) M.m.oca'rsoa Izzzsm.—
"(I) Ir GnrERAL,—ln the case of any de-

fined contribution plan, the portion of the
amount transferred to the replacement plan
under subparagraph (B)(l) Is—

"(I) allocated under the plan to the ac-
counts of participants In the plan year in
which the treansfer occurs, or

"(II) credited to a suspense account and
allocated from such account to accounts of
participants no lees rapidly than ratably
over the 7-pian-yeaj- period beginning with
the year of the transfer (or, If any limita-
tion under section 415 applies, the period al-
lowable under such section).

"(II) TasinrusT or nicoise.—Any Income
on any amount a'edlted to a suspense ac-
count under clause (11(11) shall be allocated
to accounts of participants no lem rapidly
than ratably over the remainder of the
period determined under such clause.

"(lii) Usau.ocavan *xouxvs aT zssxts-
nox.—If any amount credited to $ suspense
account under clause (IXIX) Is not allocated
as of the termination date of the plan—

"a) such amount shall be allocated to the
accounts of participants as of such date,
except that any amount which may not be
allocated by reason of any limitation under
sectIon 416 shall be allocated to the ac-
counts of other participants, and

"(II) If any portion of such amount may
not be aUocated to other participants under
sebclauae (I) by reason of math lImitation,
such portion shall be treated as an employer
reversion to which this section applIes, -

"(3) DcCRzAUL—The require-
ments of this paragraph are met If either of
the following requirements are met.

"(A) Pso 2ATA IxonEass 52
"(1) lx ommwr,,—A plan *Pnnstrnent to

the terminated plan I. adopted In connec-
tion with the termination of the plan which
provides pro rita Increases In the nonfor-
feltable aon'ued benefits of all participants
(Including nonactlve participants) which—

(I) have an aggregate present value not
lem than 25 percent of the m.xt,num
amount which the employer could receive as
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an employer reversion without regard to
this subsection, and

"(H) take effect Immediately on the ter-
mination date.

"(U) Pao a*ra EwcszAsL—Por purposes of
clause (I), a pro rita Increase Is Sn Increase
In the Denforfeitable accrued benefit of
each participant (Including nonsetive par-
ticipants) In an amount which bears the
same ratio to the aggregate amount deter-
mined under clause (IXI) as—

'(I) the present value of such partici-
pant's a nonforfeltable accrued benefit (de-
termined without regard to this subsection),
bears to

"(TI) the aggregate present value of non-
forfeitable accrued benefits of the terminat-
ed plan (am so determined).
Notwithstanding the preceding sentence,
the aggregate increases In the nonforfeit-
able accrued benefits of nonactive partici-
pants shall not exceed 40 percent of the ag-
gregate amount determined under clause
(lxi).

"tIll) ELECTIoN or RarLLCmum'T PLAN P05
ACTIVE paarmcipan'rs.—An employer may
elect, In lieu of providing benefit Increases
under this subparagraph to active partici-
pants, to €stabllsh or maintain a qualified
replacement plan with respect to active par-
ticipants, Por purposes of paragraph (2)(B).
the amount required to be transferred to
such qualified replacement plan shall be an
amount equal to the aggregate present
value of the Increases In nonforfeitable ac
crued benefits of active participants which
(but for this clause) would be required
under thIs subparagraph.

"(B) Bxszm zxcazasx or so rzaoutr Os
GEEATER.—ThE aggregate present value of
the increases In nonfori cit-able accrued ben-
efits described In paragraph (2XBXII) Is 30
percent or more of the maximum amount
which the employer could receive as an em-
ployer reversion without regard to this sub-
section.

"(4) Cooannianoa wiTh OT Piovm-
sioss.—

"LA) LLMUATLOES.—A benefit may not be
Increased under paragraph (2XBXII) or
(3XA), and an amount may not be allocated
to a participant under paragraph (2XC), if
such Increase or allocation would result km $
failure to meet any requirement wider ace-
tion 401(aX4) or 415,

"(B) ?az*ruazvr as 1om cos'mxpo-
TioN&—Any Increase In benefits under pars-
graph (2XBXII) or (3XA), or any allocatIon
of any amount (or Income allocable thereto)
to any account under paragraph (2XC).
shall be treated as an employer contribution
for purposes of section 415.

"(C) ao-maa PiaTlCzpATioI, axaumz-
irsar —Except as provided by the Secretary,
section 415(bXSXD) shall not apply to any
Increase In benefits by reason of this subsec-
tion to the extent that the application of
this subparagraph does not discriminate In
favor of highly compensated employees (as
defined In section 414(q)).

"(5) Du'ixznoas Sian CIAL *tJLm,—POT
purposes of this subsection—

"IA) Koxacrsvz ,amcxpaa-r—The term
'nonactive participant' means an Individual
who-

is a pastielpant in pay status as of the
termination date,

"(U) Is a beneficiary who has a nonforfelt.
able right to an accrued benefit under the
terminated Plan as of the termination date,
or

"(III) Is a participant not described In
clause (II or (II)—

"(1) who has a nonforfeltable right to an
accrued benefit under the tenninated plan
as of the termination date, and
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"(U) whose service, which was creditable

under the terminated plan, terminated
during the period beginnIng 3 years before
the termination date and ending with the
date on which the final distribution of
assets occurs.

"(B) Pusnrr vALuz.—Present value snail
be determined as of the termination date
and on the same basis as liabilities of the
plan are determined on termination.

"(C) REALLOCATION 0? xwcRaAsL—Except
as provided In paragraph (2XC), If any bene-
f it increase Is reduced by reason of the last
sentence of paragraph (3XAX1I) or para-
graph (4), the amount of such reduction
shall be allocated to the remaining partici-
pants on the same basis as other increases
(and shall be treated as meeting any alloca-
tion requirement of this subsection),

"(D) AGGREGATION or pws.—The Secre-
tary may provide that 2 or more plans may
be treated as 1 plan for purposes of deter-
mining whether there is a qualified replace-
ment plan under paragraph (2).

"(6) SUBsECTION NOT TO APPLY TO LOY!R
IN BAIcKRUPTCY.—Thls subsection shall not
apply to an employer who, as of the termi-
nation date of the qualified plan, is in bank-
ruptcy liquidation under chapter 7 of title
11 of the United States Code."

(b) AMENDMENTS TO EMPLOYEE RETIRmIRNT
INcoME SacuarrY AcT.—

(1) FIDUCIARY RaspoNsIBxLITL—Section
404 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1104) is amend-
ed by adding at the end thereof the follow-
ing new subsection:

"(dxl) If, in connection with the termina-
tion of a single-employer plan, an employer
elects to establish or maintain a qualified
replacement plan, or to increase benefits, as
provided under section 4980(d) of the Inter-
nal Revenue Code of 1986, a fiduciary shall
discharge the fiduciary's duties under this
title and title IV in accordance with the fol-
lowing requirements:

"(A) In the case of a fiduciary of the ter-
minated plan, any requirement—

"(i) under section 4980(dX2XB) of such
Code with respect to the transfer of assets
from the terminated plan to a qualified re-
placement plan, and

"(II) under section 4980(dX2XBXII) or
4980(d)(3) of such Code with respect to any
increase in benefits under the terminated
plan.

"(B) In the case of a fiduciary of a quali-
fied replacement plan, any requirement—

"(i) under section 4980(dX2XA) of such
Code with respect to participation in the
qualified replacement plan of active partici-
pants in the terminated plan,

"(II) under section 4980(dX2XB) of such
Code with respect to the receipt of assets
from the terminated plan, and

"(ill) under section 4980(dX2XC) of such
Code with respect to the allocation of assets
to participants of the qualified replacement
plan.

"(2) For purposes of this subsection—
"(A) any term used in this subsection

which Is also used in section 4980(d) of the
Internal Revenue Code of 1986 shall have
the same meaning as when used in such sec-
tion, and

"(B) any reference in this subsection to
the Internal Revenue Code of 1988 shall be
a reference to such Code as in effect on Jan-
uary 1, 1991."

(2) CoNroRsnw asuxrrs,—
(A) Section 404(aX1XD) of such Act (29

U.S.C. 1104(aX1XD)) Is amended by striking
"or title IV" and Inserting "and title IV".

(13) SectIon 4044(dXl) of such Act (29
U.S.c. 1344(dMl)) Is amended by Inserting ",
section (d) of this Act, and section
4980(d) oIl the Internal Revenue Code of
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1986 (as in effect on January 1, 1991)" after
"paragraph (3)".
SEC. 13322. EFFECTIVE BAIt.

(a) Iii GL.—Except ü provided in
subsection (b), the amendments made by
this subpart shall apply to reversions occur-
ring after September 30, 1990,

(b) ExcErrloN.—The amendments made
by this subpart shall not apply to any rever-
sion after September 30, 1990, If—

(1) in the case of plans subject to title IV
of the Employee Retirement Income Securi-
ty Act of 1974, a notice of intent to termi-
nate under such title was provided to par-
ticipants (or If no participants, to the Pen-
sion Benefit Guaranty Corporation) before
October 1, 1990, or

(2) in the case of plans subject to title I
(and not to title IV) of such Act, a notice of
intent to reduce future accruals under sec-
tion 204(h) of such Act was provided to par-
ticipants in connection with the termination
before October 1, 1990.

PART lI—TRANsFERS TO RETIREE HEALTH
Accoulius

SEC. 13311. TRANSFER OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.

(a) Ii GENERAL—Part I of subchapter D of
chapter 1 (relating to pension, profit-shar-
ing, and stock bonus plans) Is amended by
adding at the end thereof the following new
subpart:

"Subpart E—Treatment of Transfers to
Retiree Health Accounts

"Sec. 420. Transfers of excess pension assets
to retiree health accounts.

'SEC. 42O TRANSFERS OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.

"(a) GzwxaaL Rui.n.—If there is a qualified
transfer of any excess pension assets of a
defined benefit plan (other than a multiem-
ployer plan) to a health benefits account
which is part of such plan—

"(1) a trust which Is part of such plan
shall not be treated as falling to meet the
requirements of subsection (a) or (h) of sec-
tion 401 solely by reason of such transfer
(or any other action authorized under this
section),

"(2) no amount shall be Includible in the
gross income of the employer maintaining
the plan solely by reason of such transfer,

"(3) such transfer shall not be treated—
"(A) as an employer reversion for pur-

poses of section 4980, or
"(B) as a prohibited transaction for pur-

poses of section 4975, and
"(4) the limitations of subsection (d) shall

apply to such employer.
"(b) QUALIFIED TRANSFER.—For purposes

of this section—
"(1) IN GVIEaAL.—The term 'qualified

transfer' means a transfer—
"(A) of excess pension assets of a defined

benefit plan to a health benefits account
which Is part of such plan in a taxable year
beginning after December 31, 1990,

"(B) which does not contravene any other
provision of law, and

"(C) with respect to which the plan
meets—

"(i) the use requirements of subsection
(cxl),

"(II) the vesting requirements of subsec-
tion(c)(2),and

"(Ill) the minimum benefit requirements
of subsection (c)(3),

"(2) Owi 1 TRANSFER PER TEAL—
"(A) IN GmLAL.—No more than 1 transfer

with respect to any plan during a taxable
year may be treated as a qualified transfer
for purposes of this section.

"(B) ExczrTIOzc.—A transfer described in
paragraph (4) shall not be taken into ac-
count for purposes of subparagraph (A).
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"(3) LIMITATION 013 A310013T TRANSFERRED.—
The amount of excess pension assets which
may be transferred in & qualified transfer
shall not exceed the amount which is rea-
sonably estimated to be the amount the em-
ployer maintaining the plan will pay
(whether directly or through reimburse-
ment) out of such account during the tax-
able year of the transfer for qualified cur-
rent retiree health liabilities.

"(4) SPECIAL aWl FOR 1990.—
"(A) IN GZNERAL.—Subject to the provi-

sions of subsection (c), a transfer shall be
treated as a qualified transfer If such trans-
fer—

"(i) Is made after the close of the taxable
year preceding the employer's first taxable
year beginning after December 31, 1990, and
before the earlier of—

"(I) the due date (including extensions)
for the filing of the return of tax for such
preceding taxable year, or

"(II) the date such return Is filed, and
"(II) does not exceed the expenditures of

the employer for qualified current retiree
health liabilities for such preceding taxable
year.

"(B) REDUCTION IN DEDUCTION.—The
amount of the deductions otherwise allow-
able under this chapter to an employer for
the taxable year preceding the employer's
first taxable year beginning after December
31, 1990, shall be reduced by the amount of
any qualIfied transfer to which this para-
graph applies.

"(C) COORDINATION WITH REDUCTION
RUL&—Subaectlon (eX1XB) shall not apply
to a transfer described in subparagraph (A).

"(5) EXPIRATION.—NO transfer in any tax-
able year beginning after December 31,
1995, shall be treated ass qualified transfer.

"(c) REQUiREMENTS OF Pi,ais TRANSFER-
RING Asasra.-

"(1) Uss or TRANSFERRED ASsETS.—
"(A) IN GZNERAL.—Any assets transferred

to a health benefits account in a qualified
transfer (and any income allocable thereto)
shall be used only to pay qualified current
retiree health liabilities (other than liabil-
ities of key employees not taken into ac-
count under subsection (eX1XD)) for the
taxable year of the transfer (whether di-
rectly or through reimbursement).

"(B) AisouwTs NOT USED TO PAY FOR HEALTH
BENENIT5.-

"(i) IN GENERAL.—AnY assets transferred to
a health benefits account in a qualified
transfer (and any income allocable thereto)
which are not used as provided in subpara-
graph (A) shall be transferred out of the ac-
count to the transferor plan

"UI) TAX TREATMENT 0? AMOtTI3T5.—AflY
amount transferred out of an account under
clause (i)-

"(I) shall not be includible in the gross
income of the employer for such taxable
year, but

"(II) shall be treated as an employer re-
version for purposes of section 4980.

"(C) ORDERING RuLL—Por purposes of this
section. any amount paid out of a health
benefits account shall be treated as paid
first out of the assets and income described
in subparagrpah (A).

"(2) REQUIREMENTS *L,ATING TO PENSION
R'Lr1i ACCRUING PEFORI TRAN5FER.—

"(A) IN GVIERAL.—The requirements of
this paragraph are met If the plan provides
that the accrued pension benefits of any
participant or beneficiary under the plan
become nonforfeitable in the same manner
which would be required If the plan had ter-
ininated Immediately before the qualified
transfer (or in the case of a participant who
separated during the 1-year period ending
on the date of the transfer, Immediately
before such separation).
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"(B) Sncisz. RULE oa 1990.—In the case

of a qualified transfer described In subsec-
tion (bX4), the requirements of this para-
graph are met with respect to any partici-
pant who separated from service during the
taxable year to which such transfer relates
by recomputing such participant's benefits
as If subparagraph (A) had applied immedi-
ately before Such separation.

"(8) Mmwuis r451Ir RZQUIRLZ1çr.—
"(A) In ORNERAL.—The requirements of

this paragraph are met If each health plan
or arrangement under which applicable
health benefits are provided provides that
the applicable employer cost for each tax-
able year during the benefit maintenance
period shall not be less than the higher of
the applicable employer costs for each of
the 2 taxable years Immediately preceding
the taxable year of the qualified transfer,

"(B) APPLICABLE LOYER cosv.—Por pur-
poses of this paragraph, the term 'applica-
ble employer cost' means, with respect to
any taxable year, the amount determined
by dividing—

"(I) the qualified current retiree health U-
abilities of the employer for such taxable
year determined—

"(I) without regard to any reduction
under Subsection (eX1XB), and

"(11) In the case of a taxable year In which
there was no qualified transfer, In the same
manner as If there had been such a transfer,
by

"(U) the number of individuals to whom
coverage for applicable health benefits was
provided during such taxable year.

"(C) ELECTIoN TO coMpuTE coov SEPARATE-
LY.—An employer may elect to have this
paragraph applied separately with respect
to Individuals eligible for benefits under
title XVIII of the Social Security Act at any
time during the taxable year and with re-
spect to Individuals not so eligible.

"(I)) Bzw'rr MAnqTnqsjccE PxRxoD.—For
purposes of this paragraph, the term 'bene-
fit maintenance period' means the 5 taxable
year period beginning with the taxable year
in which the qualified transfer occurs. If a
taxable year Is in 2 or more overlapping
benefit maintenance periods, this paragraph
shall be applied by taking into account the
highest applicable employer cost required to
be provided under subparagraph (A) for
such taxable year.

"(d) Lmsimvxoiis ow EMPLOYm—For pur-
poses of this title—

"( 1) Dmucvion uMrrATzoNs.—No deduc-
tion shall be allowed—

"(A) for the transfer of any amount to a
health benefits account in a qualified trans-
fer (or any retransfer to the plan under sub-
section (c)(1XB)),

"(B) for qualified current retiree health li-
abilities oald out of the assets (and income)
described in subsection (cXl), or

"(C) for any amounts to which subpara-
graph (B) does not apply and which are paid
for qualified current retiree health liabil-
ities for the taxable year to the extent such
amounts are not greater than the excess (If
any) of—

"(I) the amount determined under Sub-
paragraph (A) (and income allocable there-
to), over

"(U) the amount determined under sub-
paragraph (B).

"(2) No cowvRIetyvIoN8 ALLoWED—An em-
ployer may not contribute alter December
31, 1990, any amount to a health benefits
account or welfare benefit fund (as defined
in section 419(eXl)) with respect to quail-
fled• current retiree health liabilities for
which transferred assets are required to be
used under subsection (cXl).

"(e) D urioN AND SPECIAL Ruxxs.—Por
purposes of this section—

"(1) Qtjyp cvEBssrr Irr.RER REalm LI.
ABU.xTzxs.—For purposes of this section—

"(A) In GENERAL—The term 'qualified cur-
rent retiree health liabilities' means, with
respect to any taxable year, the aggregate
amounts (including administrative ex-
penses) which would have been allowable as
$ deduction to the employer for Such tax-
able year with respect to applicable health
benefits provided during Such taxable year
If—

"(I) such benefits were provided directly
by the employer, and

"(U) the employer used the cash receipts
and disbursements method of accounting.
For purposes of the preceding sentence, the
rule of section 419(cX3XB) shall apply.

"(B) Rmuc'nojqs TOE AMOUNTS PaxvIousLr
ERr ASIDL—The amount determined under
Subparagraph (A) shall be reduced by any
amount previously contributed to a health
benefits account or welfare benefit fund (as
defined in section 419(eXl)) to pay for the
qualified current retiree health liabilities.

"(C) Arpucsar,s nnaim asss.—'rhe
term 'applicable health benefits' means
health benefits which are provided to—

"(I) former employees who, Immediately
before the qualified transfer, are entitled to
receive benefits through the account by
reason of their participation under the plan,
and

"(U) their spouses and dependents.
"(D) KNT soms sxcaunsa,.—If an em-

ployee Is a key employee (within the mean-
ing of section 416(lX1)) with respect to any
plan year ending in a taxable year, Such em-
ployee shall not be taken into account in
computing qualified current retiree health
liabilities for such taxable year.

"(2) Excsus PENSIoN ASSETS.—The term
'excess pension assets' means the excess (if
any) of—

"(A) the amount detrmIned under see-
tion 412(cX7XAXU). over

"(B) the greater of—
"(I) the amount determined under section

412(cX7XAXI), or
"(11) 125 percent of current liability (as de-

fined in section 412(cX7XB)).
The determination under this paragraph
shall be made as of the most recent valu-
ation date of the plan preceding the quali-
fied transfer.

"(3) BEALTH BENEFITS AcComrr.—The term
"health benefits account" means an account
established and maintained under section
401(h).

"(4) COORDINATION WITH szcvxon 412.—In
the case of a qualified transfer to a health
benefits acount—

"(A) any assets transferred in a plan year
after the valuation date for such year shall,
for purposes of section 412(c)(7), be treated
as assets in the plan as of the valuation date
for the followIng year, and

"(B) the plan shall be treated as having a
net experience loss under section
412(bX2XBXIv) for the plan year in which
Such transfer- occurs in an amount equal to
the amount of such transfer, except that
such section shall be applied to such
amount by substItuting '10 plan years' for '5
plan years'."

(b) Conpoasawo Aawrinszirr.—Sectlon
401(h) Is amended by Inserting ", and sub-
ject to the provisions of section 420" after
"Secretary",

(c) Encrivz DATE.—The amendments
made by this section shall apply to transfers
In taxable years beginning after December
31 1990.
SEC. 13312. APPLICATION 0? ERISA TO TRANSFERS

OF EXCESS PENSION ASSETS TO RE-
TIREE hEALTh ACOOUNTS.

(a) Excx.usrvs B11 RztiIRr)IzNT.—
Section 403(c)(1) of the Enployee Retire-

119909
ment Income Security Act of 1974 (29 U.S.C.
1103(cX1)) Is amended by Inserting ", or
under sectIon 420 of the Internal Revenue
Code of 1986 (an In effect on January L
1991)" after "Insured plans)".

(hI FIDUCIARY Dirrrss.—Sectlon 404(aXl)
of such Act (29 U.S.C. 1104(aXl)) Is amend-
ed by inserting "and subject to section 420
of the Internal Revenue Code of 1986 (as In
effect on January 1, 1991)," after "4044,".

(C) Exnip'vons FROM Paonmnxn Twcs-
Acvzons.—.Sectlon 408(b) of such Act (29
U.S.C. J.108(b)) Is amended by adding at the
end thereof the following new paragraph:

"(13) Any transfer In a taxable year be-
ginning before January 1, 1998, of excess
pension assets from a defined benefit plan
to a retiree health account In a qualified
transfer permitted under sectIon 420 of the
Internal Revenue Code of 1986 (as In effect
on January 1, 1991)."

(d) FUNDING LnsXTATI0NS.—Sectlon 302 of
such Act (29 U.S.C. 1082) Is amended by re-
designating subsection (g) as subsection (h)
and by adding at the end thereof the follow-
ing new subsection:

"(g) QUALIFIED TRANSFERS TO IEALTH 1in-
SPIT Accomrrs.—Por purposes of this sec-
tion, In the case of a qualified transfer lao
defined In sectIon 4.0 of the Intemnnl evc-
nue Code of 1986)--

"(1) any assets transferred In a
after the valuation date for such year shall.
f or purposes of subsection (dC?). be trented
as assets In the plan as of the echaotlon date
for the following year, and

"(2) the plan shall be treated su having u
net experience loss under subsection
(bX2XB)(lv) for the plan year In which such
transfer occurs In an amount equal to the
amount of such transfer, except that such
subsection shall be applied to such amount
by substItuting '10 plan years' for '8 plan
years'."

(e) Norics REQUIREMENTS.—
(1) In oxnEasi.—Sectlon 101 of such Act

(29 U.S.C. 1021) Is amended by redesignat
Ing subsection (e) as subsectIon (1) end by
Inserting after subsection Id) tile following
new subsection:

"(e) Norzcz op TRANarsu or cms Psu
siow ASSETS TO REALm Baourxvs £c-
couwrs.—

"(1) Noncs TO PARTICIUMrrS.—NOt Inter
than 60 days before the date of n qualified
transfer by an employee pension benefit
plan of excess pension assets to a health
benefits account, the administrator of the
plan shall notify (in such manner as the
Secretary may. prescribe) each participant
and beneficiary under the plan of such
transfer. Such notice shall include Inforsea-
tion with respect to the amount of excess
pension assets, the portion to be trans-
ferred, the amount of health benefits liabil-
ities to be funded with the assets trans-
ferred, and the amount of pension. benefits
of the participant which will be vested ha-
mediately after the transfer.

"(2) NOTIcE TO SECRETAEXLS, anMIIcISIRA-
TOE, AND EMPLOYER OROANIxATION5.

"(A) 1w omixau,.—Not Inter than 60 days
before the date of any' qualified tranofer by
an employee pension benefit plan of excess
pension assets to a health benefits account,
the employer maintaining the plan from
which the transfer Is made shall provide the
Secretary, the Secretary of the Treasury,
the administrator, and each employee orga-
nization representing participants In the
plan a written notice of such transfer. A
copy of any such notice shall be available
for inspection In the principal office of the
administrator. -

"çB) INFORMATION RZLATINO TO TRANSFER.—
Such notice shall Identify the plan from
which the transfer Is made, the amount of
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the transfer, $ detailed accounting of assets
pro$ected to be held by the plan Immediate-
ly before and Immediately alter the trans-
fer. and the current flabifities under the
plan at the time of the transfer.

"(C) Aurnoaiv? Ton AOamOIIAL WO&Tnso
ISunasE?s.—The Secretis? may pie-
serlbe inch additional reporting require-
mints as may be necesasry to carry Out the
purposes of this matron-

"(3) DsruwoiIL—FOr pin'pcses of para-
graph (1), any term used In such paragraph
which Is also used In section 420 of the In-
ternal Revenue Code of 1.985 shall have the
same meaning as when used hi such ma-
tion."

(2) PISALTIIS.-
(A) Section 5O2(cXl) of such Act (2$

U.S.C. 1132(CXI)) Is amended by Inserting
"er section 101(eXl)" after "section 006".

(B) Section 502(cX3) of such Act (29
U.S.C. 1132(c)(3)) Is amended—

(I) by Inserting "or who falls to meet the
requirements of section 1O1(e)(2) with 1w-
spect to any person" after "beneficiarY' the
first place It appears, and

(II) by Inserting "or to such person" alter
"beneficiary" the second place it appears.

(f) vncTivI Da'rs.—The amendments
made by this section shaD apply to qualified
transfers under sectIon 420 of the Internal
Revenue Code of 1986 made after the date
of the enactment of this Act.

Subtitle D—nployment Tax Provisions
C. lust. uoenu cv PAYROlL TAXIS.
(a) Ix OaivmuL.—8UbeeCUOti (g) of section

IS02 Is amended to read as follows:
'(g) Dusosrva or Socw. Sacuiurv TAXIS

ann Wzvxmo.n Ixooxa TAXIS—If, under
regulations prescribed by the Secretary, a
person Is required to make deposits of taxes
imposed by chapters 21 and 24 en the basis
of ehth-rnonth periods, such person shall
make deposits of such taxes on the 1st
banking day after any day on which such
person has $100,000 or more of such taxes
for deposit.".

(b) TaincAL Awmrr.—PRragrIph (2)
of section 1632(b) of the Revenue Reconcili-
ation Act of 1989 Is hereby repealed.

(c) 'paiv& D*rs.—The amendments
made by this section shall apply to amounts
required to be deposited after December 31,
1990.

12452. IIS CORPUA70C NTtIATTVS.
There Is authorized to be appropriated to

C*y out activities of the Internal Revenue
Service to Increase taxpayer compliance
with the Internal Revenue Code of 1.986—

(1) $191,000,000 for fIscal year 1991,
(2) $172,000,000 for fiscal year 1992,
(3) $183,000,000 for fiscal year 1993.
(4) $187,000,000 for fiscal year 1994, and
(5) $188,000,000 for fiscal year 1995.

—At the end of the bill, insert the fofloWIflI
TITLE XIV—FIVE YEAR BUDOgT£NFORC
Subtitle A—S Year Budget Agreement

sac. ia-lit. auncgr AGiEgMENT ouwrs.
(a) The budget agreement category

amounts are as foilowa

ian ian 1213 in 1395

________

net i.s iug r%j 2175

_____

ato flU nu m

__________

15.5 11.4 ill 17.3 170

______

a, *8 ?3J 191 *2

______

5013 115.7 508.9 1521 121.2

____________

iss.0 igy.7 usi ais.s ziu1

_______

47L3 1 ens or;

___________

503.1 $11.4 550.4 I3.S 1

(b) The committee on App oprl&tlOn' In
the Rouse and Senate shill report new allo-
cations pursuant to sectIon 302 of the Con-
gressional Budget Act.of.1014 which are
Consistent with the budget agreement
amounts In subsection (a). No eppropria-
Uons bills, or any measure providing for ap-
propriations for fIscal year 1991 shall be en-
rolled unless they comply with the alloca-
tions pursuant to this subsectLon

(c) The economic assumptions that under-
Ui the matters set forth In this section ire

pe ma isa ma ma

II 9
SM (I d — 5,flI 1,121 1,670 7,141 7,577

45/5O..— 5.0 73 U U 5.4

1.3 U 4.1 31 3.5

43 34 31 33 U
8.1 5.4 U Si $1

71 5.7 41 U 41

13 7.1 13 U U
—

WI). 74.15 71.10 71.71 73.417302

Od) SectIon 3 of the Congreaslonal Budget
and Impoundment Control Act of 1974 Is
amended by adding the following new sub-
sections at the end thereof:

"(11) (A) For fIscal years 1991, 1992, 1992,
1994 and 1995, the term "budget agreement
categories" means the categories of national
defense discretionary, International discre-
tionary, domestic discretionary'.

(1) The term "natIonal defense discretion
sty" means budgetary resources not iw-
quired cc provided by law other than appro-
priations Acts for national defense festo-
lIons (050), as set forth In the Budget of the
United States Oovernment for FIscal Year
1991. excluding budget authority and out-
lays resulting from gifts received bite the
Defense Cooperation Accmmt and supple-
mental funding for Operation Desert
Shield.

(2) The term "International dlscretlontiZ'Y'
means budgetary resources not required or
provided by law other than appropriations
Acts for the International affairs function
(150), as set forth In the Budget of the
United States Oovcrnment for Fiscal Year
1991, excludIng the periodic assessment to
the International Monetary Fund and the
budgetary effect of forgiving of Egyptian
debt Incurred under the Arms Export ConS
trol Act

(3) The term "domestic dlscretlonai7"
means budgetary resources not required or
provided by law other than appropriations
Acts for domestic programs. which are dis-
cretionary programs not Included In the na-
tronal defense discretionary or International
discretionary categories, as defined In para-
graphs (1) and (2).

(B) The term "budget agreement category
amount" means the exact amount set forth
In section 101(a) of the Budget Procem Act
of 1990 for a budget agreement category.

"(12) The term "nondlscretiOuary spend-
Ing" means any spending, excluding
amounts Included under budget agreement
amounts as defined j paragraph (11) and
amounts explicitly excluded by such para-
graph, and Including the followIng

(A) The terth "entItlement/mandatorY
spending category" means an amount, other
than those Identified In (B). (C). or CD) of
this subsection, that Ii provided or required
by law, Including speuiing authority as do'
fined In 401(cX2) of this Act, and appropri-
ated entitle"fltL

(B) The term "net Interest" means the net
Interest function (900), as set forth In the
Budget of the United States Oovernnieflt
for FIscal Year 199L
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(C) The term "RTC authority" means any
new budget authority or spending authority
provided under to the Financial institutions
Reform, Recovery and En.torcment Act of
1989. IncludIng funding for

(1) RTC Revolving Fund (22-4055. 51-
1100, 51—1400);

(2) FSLIC Resolution Fund (51-4065; 20-
0176);

(3) Bank Insurance Fund (51-4064); and
(4) SavIngs Association Insurance Fund

(51—4066).
CD) The term "undistributed offsetting re-

ceIpts" means the employer share, employee
retirement (on- and of f-budget) rents and
royalties on the Outer Continental Shell;
sale of major assets' and other offsetting re-
celpti not distributed to specific functions.

(d) For the purposes of enforcing this
budget agreement, no programs, projects, or
activities shall be moved tram one category
to any other category. New activities shall
be classified hi accordance with the proce-
dures specified In section 1104 of title 31 of
the United States Code.
SIC. 14-1* AMEND3CENTS TO TITLE W OF TIlE

CONGRESSIONAL BUDGET ACT.

(a) Section 301(a) of the Congressional
Budget Act of 1974 Is amended—

(1) In the matter before paragraph (1) by
striking "two" and inserting "four"; and

(2) at the end of paragraph 4, by delet-
ing "; and", and by adiflng the following
"For fIscal years 1991 through 1993, the
term 'major functional category' shall mean
the categories set forth md defined In sec-
tion 3(11) and (12) of this Act; and".

(b) Section 301(bX3) Is amended by strik-
ing "for such fIscal year" and Inserting "for
any fiscal year covered by the resolution".

(c) SectIon 301(e) Is amended—
(1) In the first sentence by striking "for

each fiscal year"; and
(2) In paragraph (6) by striking "such

fIscal year" and inserting "the first fiscal
year cover-ed by the resolution".

(d) SectIon 301(f) (1) and (2) are amended
by striking. "foe' the fiscal year beginning
after the date on which such Economic
Report Is received by the Congress" both
places It appears.

(e) Section 301(1) Is amended—
(1) by deleting the title and Inserting,

"NEITkI.bhc THE MAXIMUM DEFICIT
AMOUNT NOR THE BUDGgT AGREE-
MENT CATEGORY AMOUNTS MAY BE
VIOLATED.—" and

(2) In paragraph (1XA) by—
(A) striking "for a fiscal year":
(B) striking "for guch fIscal year" the first

place it appea.rs ad Inserting "for the first
fIscal year";

(C) inserting after "section 3(7)" the first
place it appears, "or U any amount set forth
In such resolution or conferenne report ex-
ceeds the budget agreement category
amount for such category set forth in sec-
tion 101(a) of the Budget Process Reform
Act of 1.990"; and

CD) inserting before the period, ", or
would result In amounts that exceed any
budget agreement cateIo amount set
forth In section 101(a) of the Budget Froc-
em Reform Act of 1990".

(3) In paragraph (2) by—
(A) striking subparagraph) (B) md (C);

and
(B) by striking "(A)".
(I) SectIon 302(a) Is amended—
(1) In paragraph (1) and (2) by inserting

"for each fIscal year caused by such resolu-
tion" after "estimated allocation" each
place It appears;

(2) In paragraph (1) by—
(A) inserting "budget agreement category

amounts" In the first sentence before the
words, ", and total credit &uthorlty". and In-
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serting "such budget agreement category
amounts" before the words, "or such credit
authority"; and

(B) inserting "budget agreement category
amounts" In the second sentence before the
words,", and credit authority", and Insert-
ing before the period, "or such budget
agreement category amounts",

(3) In paragraph (2) by Inserting "budget
agreement category amounts," before the
words, "and new credit authority", and In-
serting before the period, "or such budget
agreement category amounts".

(g) Section 302 (bXl) Is amended by—
(1) insertIng "budget agreement category

amounts," before the words, ", and new
credit authority"; and

(2) InsertIng "for the fIscal year" alter the
words, "to It",

(h) Section 302(c) Is amended by—
(1) InsertIng after "for a fIscal year" each

place It appears "or fIscal years";
(2) InsertIng alter "for such fiscal year"

each place It appears "(or fIscal years)"; and
(3) deletIng "or" at the end of paragraph

(2), renumbering "(3)" to "(4)", and Insert.-
lag the following alter the existing para-
graph (2): "(3) budget agreement category
amounts for a fiscal year or".

(I) SectIon 302(f) Is amended—
(1)In paragraph (1) by—
(A) striking "for a fiscal year";
(B) striking "such fiscal year" each place

It appears In the matter preceding subpara-
graph (A) and Inserting "a fIscal year cov-
ered by the resolution"; and

(C) Inserting before the perlot "or would
cause an excess of the appropriate alloca-
tion made pursuant to subsection (b) for
such fiscal year of any budget agreement
category amount"; and

(2) In paragraph (2) by—
(A) striking "for a fIscal year";
(B) striking "such fIscal year" and insert-

ing "the appropriate fiscal year"; and
(C) adding before the period, "or exceed-

ing the appropriate allocation of such out-
lay, or budget authority in a budget agree-
ment category amount reported under sub-
section (b) in connection with such resolu-
tion".

(j) Section 303(a) Is amended in the
matter following paragraph (5) by striking
"budget for such fiscal year" and Inserting
"budget for which such fiscal year Is the
first fiscal year covered",

.(k) SectIon 304(b) Ii amended by deleting
the title and InsertIng "NEITHER MAX!-
MUM DEFICIT AMOUNT NOR TEE
BUDGET AGREEMENT CATEGORY
AMOUNT MAY BE VIOLATED.—".

(1) Section 305 (aX3) and (b)(3) are amend-
ed by striking "for a fiscal year" each place
It appears.

(m) Section 308(a) Is amended—
(1) in paragraph (1)—
(A) in the matter preceding subparagraph

(A), by Inserting "(or fIscal years)" after
"fiscal year";

(B) in subparagraph (A) by Inserting "(or
fIscal years)" after "fiscal year"; and

(C) in subparagraph (C), by—
(I) deleting "and each of the four ensuing

fiscal years"; and
(Ii) Inserting "(or fiscal years)" after "such

fiscal year".
(2) in paragraph (2), by Inserting "(or

fiscal years)" after "fiscal year".
(n) Section 308(b)(1) Is amended by—
(1) by striking "for a fiscal year" in the

first sentence and inserting "for each fiscal
year covered by a resolution on the budget";
and

2) by striking "such fiscal year" in the
second sentence and Inserting "the first
fiscal year covered by the appropriate reso-lution".

(0) SectIon 310(a) ii amended—
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(1 by inserting "(for at least five fiscal

years)" alter "shall" In the matter preced-
ing paragraph (1);

(2)th paragraph (1) by striking "such
fiscal year" each place It appears and insert-
ing "such fIscal years"; and

'(8) by adding at the end of subsection (a)
the follow1ng' "To the extent that a resolu-
tion on the budget specifies and directs mat-
tam described in paragraph (1) or (2), the
resolution shall specIfy and direct deficit re-
duction in years alter the fIrst year covered
by the resolution".

(p) Section 311(a) Is amended by—
(1) strIking "for a fiscal year";
(2) strIking "such fiscal year" the first

place It appears and inserting "a fiscal year
covered by the resolution";

(3) InsertIng "for such fiscal year" after
"outlays";

(4) strIking "budget for such fiscal year"
and Inserting "budget covering such fiscal
year";

(5) Inserting alter "exceeded": ", or would
cause budget agreement category amounts
to be more than such amount set forth in
such resolution";

(6) InsertIng "for such fiscal year" alter
"revenues" the first place it appears

(7) Inserting "for such fiscal year" alter
"set forth" the second place It appears; and

(8) InsertIng alter the phrase, "would oth-
erwise result in", the followlng "total
amounts of budget authority or outlays for
such fiscal year that are not equal to the
budget agreement category amounts set
forth in section 101(a) of the Budget Proc-
ess Reform Act of 1990 or in"; and

(9) strikIng "deficit for such fiscal year"
and Inserting "deficit for each fIscal year
covered by the resolution",

(q) Section 811(b) Is amended by Inserting
"(or fiscal years)" alter "such fiscal year"
both places It appears.

(r) Conforming amendments,—
(1) section 401(bX2) of the Act Ii amended

by Inserting "(or fiscal years)" alter "for
such fiscal year" the second place It ap-
pears.

(2) sectIon 2(2) of the Congressional
Budget and Impoundment Control Act of
1974 Is amended by striking "each year".

Subtitle B—Treatment of Social Security
and the Balanced Budget Act

SEC. 14-301. P'INDING8 AIW DECLARATION.

(a) Pnmrscs.—The Congress finds that—
(1) SocIal Security Is the bedrock of Amer-

ica's retirement systein
(2) Social Security today provides security

to nearly 40 millIon Americans, with bene-
fits going to older Americans, as well as to
those who are disabled and to families of
the elderly and disabled,

(3) Social Security has enabled older
Americans to escape the specter of poverty
and to Uve their Uves in a manner that Is
productive and ber,eficlal to society;

(4) the Social Security system must be
protected, not only for those currently re-
ceiving benefits, but for Americans now in
and entering the labor force;

(5) the large cohort of today's workers
known as the "baby boom" generation will
be retiring starting in the second decade of
the next century

(6) these workers are now accumulating
Social Security retirement credits and will
be entitled to benefits upon retirement;

(7) the Congress in amending the Social
Security Act In 1983, following the recom-
mendations of the National Commission on
Social Security Reform, provided for the ac-
cumulation of balances In the Federal Old-
Age and Survivors Insurance Trust Fund
and the Federal DisabiUty Insurance Trust
Fund, in anticipation of the payments due
in the next century;
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(8) the balances In the Federal Old.Age

and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust
Fund should be protected and used solely
for the purpose of assuring future benefits;
and

(9) the Balanced Budget and Emergency
Deficit Control Act of 1985 (the Orainm-
Rudinan-Hollings law) has provided fiscal
discipline and has resulted in a reduction In
the Federal deficit since Its enactment.

(b) Dgci,sia&riois.—The Congres& declares
that removing Social Security from Federal
deficit calculations, protecting Social Securi-
ty's reserves for the future of the Social Se-
curity's system, and balancing the Federal
deficit exclusive of the Social Security trust
funds will lead to a reduction of Federal
debt and an increase in national savings,
thereby providing long-term economic
growth, the key to assuring that Social Se-
curity benefits will continue to be paid over
the long-ternL
SEC. 14402. SOCIAL SECURITY'S BUDGETARY

The Congress and the President hereby
reaffirm that-

(1) the receipts, except receipts of interest
earned on investments in U.S securities,
and disbursements of the Federal Old-Age
and Survivors Insurance Trust Fi.ind and
the Federal DisabIlity Insurance Trust
Fund are off-budget; and

(2) the receipts, except receipts of interest
earned on investments in U.S. securities,
and disbursements of the Federal Old Age
Survivors Insurance Trust Fund and the
Federal Disability insurance Trust Fund
shall not be Included in the calculation of
the Federal deficIt for fIscal year 1991 and
thereafter under the Balanced Budget and
Emergency Deficit Control Act of 1985.
SEC. 14403. ESTABUSTIMENT 07 MAXIMUM DEfl.

CIT TARGETS,

(a) EXCLUSIoN Oi REcZIPTS AND Disstlssx-
MENTS OF SOCIAL SECURITY TRUST FUNDS
WESE CALCULATING MAxIv DEFICIT
AMoUNTs.—

(1) DuurOii OF DEFICIT.—
(A) The second sentence of paragraph (6)

of section 8 of the Congressional Budget
and Impoundment Control Act of 1974 Is re-
pealed.

(B) Section 275(bX2XA) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 Is amended by striking Out "and the
second sentence of section 3(8) of such Act
(as added by section 201(aXl) of this Joint
resolution)".

(2) SocLsL SECURITY Acr.—Subsection (a)
of section 710 of the Social Security Act is
amended by striking "shall not be included
in the totals of the budget" and Inserting
"shall not be included In the budget deficit
or in the totals of the budget".

(3) Exracsioi 07 TRZATMrT 07 sOCIAL SE-
CURITY TRUST FUNDS.—

(A) Subsection (a) of section 281 of the
Balanced Budget and Emergency DeficIt
Control Act of 1985 Is amended—

(I) by striking the caption for such subsec-
tion and inserting "Fxscu Ywts 1988 axn
THntaArrsR"; and

(Ii) In paragraph (2) by striking ", and
ending before October 1, 1992".

(B) Subsection (b) of section 281 of the
Balanced Budget and Emergency Deficit
Control Act of 1985 Is amended by striking
"as amended by section 348(b) of the SocIa
Security Amendments of 1983 (1.0 be effec-
tive with respect to fiscal years beginning
after September 80. 1992)" and inserting "as
amended by subsection (a) of this section
(to be effective with respect to fiscal years
beginning after September 30, 1990)".
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(C) Section 346 of the Social Security "(3) the enactensut of such bUl a resole-
Amendments of 1983 (PublIc Law 86-21) Is tion in the form recommended hi such eon-
amd'd by striking subsection (b. ference report, would canae a reduction In

CD) Paragraph (2) of subsection (a) of iso- the present vain• actuarial balsn'* of the
tlon 848 of the Social Security AmenA1ntK Federal OldAgs and Survivors Insurance
of 1983 Is amended by striking "and ending Th21t Fund and the Federal Dtebthty In-
on or before September 30, 1992". surano. Trust Fund. measured over the en-

(4) LmJVI MTm.—The emendmeuta suIng 5-year period (In the mae of the
made inC repeals effected this subsection Senate) or 5-year a 75-year period (in the
shall apply with respect to fiscal years be- case of the House of Representatives) as a
ginning after September 30, 1990. result of cbsngss to title II of the Social So-

(b) MAZIMuX D 1Ci?.—P agraph ('T) of cerity Act, or changes to sections 86
Section $ of the Congressional Budget and 1401(a), 3101(a, 3111(a), 3201(a), *211(a). or
Impo,mdment Control Act of 1974 is amend- 3221(a) of the Internal Revenue Code of
ed— 1986, or chgp%er 1 of such Code (to the

(D by deleting "The" and iubstItUtthW extent attributable to changes In section 86
"Subject to adjusnenta made pwiuant to of such Code) In the Senate, the Cosunilt-
section 309 of the Budget Procam Reform tee on Finance shall Issue a report Indicat-
Act of 1990. the"; big the effect on 75-year actuarial balances

(2) In subparagraph (7), b striking at the time such bill, resolution, amend-
"$64,000,000,000" and hmertlni In lieu ment, or conference report Is reported.
thereof '1207,300.000,000"; "(b) Pasem Vasus ACTUARIAL Bawici

(3) In subparagraph (0), by striking Du'u,i.—FOT purposes of this section, the
"$28,000,000,000" and Inserting In lieu terse 'present value actuarial balance' with
thereof "$201,600,060,000"; respect to a period of years means the dli-

(4) In subparagraph (U) by striking 'sero" jerome between—
and IngerUng In lieu thereof "(1) the sum of the actuarial present value
"$171,000,000,0*" and of expected future Income to the Trust

(5) by adding: 'unds during the period and the assets of
"U) with respect to the fiscal year begin- the Thast Funds at the beginning of the

nlng October 1. 1993, $112,100,000,000; period, expressed as a percentage of the
"(3) wIth respect to the fiscal year begin- present value of expected future taxable

nlng October 1, 1994, $63,300,000,000.'. payroll over the same period; and
(c) ColqolMn.0 Cx1uons.— "(2) the actuarial present value of expect-
(1) DL,LZUUON o, asazcnt.— ed disbursements from the Trust Funds, cx-
(A) Section 257(10) of the Balanced pressed as a percentage of the present value

Budget and nergency Deficit Control Act of expected luture taxable payroll over the
of 1985 Ia amended to read as follows: "Sub- same perloC Interest or earnings Income
jest to section 302 of the Budget Process from Instruments other than Interest-bear-
Reform Act of 1990, the term margin means lug securities Issued by the Federal Oovern-
$16,000,000,000 with respect to each of the mont ahall not be Included In the det.erml-
fiscal years 1992 through 1195." natIon of the present value of expected

(B) Section 261(a) Is amended In pan- future Income.
graph (1XB) and paragraph (2XA) by delet- "(c) DTTSaIIflIATI0M or PsiT VaLOR Ac-
ing everything after $ 10,000,000,000 (zero In TUARIAL Bawccz.—Por the purposes of this
the case of fiscal year 1993)" and Inserting section. the determination of changes In the
"the margin for such fiscal year as specified present value actuarial balance shall be de-
In paragraph (10) of section 257". .-termlned on the basis of estimates made by

(2) DrTseXThATlow or asntcrioii'.—(A) the Committee on the Budget of the Rouse
Section 251(aXSXAxlXm) of the Balanced of Representatives or of the Senate, In con-
Budget and Emergency Deficit Control Act sultatlon with the Congressional Budget
of 1985 Is amended by striking 'or 1993' Office and the Chief Actuary of the Social
and Inserting "1993, 1994, or 1995"; SecuritY AdminIstratIon.".

(B) Section 252(aXØXB) Is amended by do- (2) TaIls 01 oonvmiis.—The table of eon-
• letlng '1993" In the title and Inserting tents of the Congressional Budget and Im-
"1995"; and poundment Control Act of 1914 is amended

(C) Section 252(aX'fl Is amended by delet- In title 1Y by—
big "1993" In the title and InsertIng "1995". (A) redeslgnat.lng section 407 as section

(3) ExTissiost or PAIAIom avDori ais 408; and
gXm'CT DZ?ICIT OORT*OL Ac?— (B) Inserting after the Item for sectIon 406

(A) The Balanced Budget and Emergency the following:
Deficit Control Act of 1985. Is amended. is "Section 407. PoInt of order against spend-
continued and extended through fIscal year trig the .oclsl security reserves for purposes
1995. other than now required by the law.".

(B) Section 216(bXl) of the Balanced (b Wsivm or Ponrr or oanxL—Section
Budget and Emergency Deficit Control Act 904 of the Congressional Budget Act of 1974
of 1985 is amended by striking "1993" and Is amended by—
Inserting "1995". (1) redeslgusting subsection (d) U subico-
SSC. 14.1k P!OThCIThO soaa sicuarrr. tion (e); and

(a) Social. Szcunrrr Souwausi P01ST or' (2) InsertIng after subsecUon (C) the fol
• ZL— lowing new subsection:

(1) Ia amalL.—TItle IV of the Congres-. "(dXl) SectIon 407 of this Act may be
slona) Budget Act of 1974 Ii amended by— waived or suspended In the Senate only by

(A) redesignating sectIon 407 as section the affirmative vote of 60 Senators, duly
408; and chosen arid sworn."

(B) Inserting after sectIon 406 the follow- "(2) Section 407 of this Act may be waived
big 'Pomav or Oases AGAIMIT $pmipnec vs or suspended In the Rouse of Represents-
SOCIAL SSCORITT Rsssvu 10* PuaPosm tires only by the affirmative vote of 261
Oirzn Ts:ax Now Riuusu sy S's Law" House Members, duly chosen and sworn".

"Sac. 401. (a) Laumsasriom, Suwrcr 10 Cc) AnnaLs or RULIROL —Subsection (c) Of
Pour or' Oxasa..—Notwlthstandlflg any section 271 of the Balanced Budget and
other provision of law, It shall not be In Emergency Deficit Control Act of 1985 Is
order to corialder any bill, resolution, amended by striking "or 3 11(a)' and Insert-
amendment, or conference report If— lug In lieu thereof "311(5), a 407".

"(1) the enactment of such bill or resolu- (d) CBO ASarSTAICI so CosQRmaIoNAL
tion, - Coaianrrma.—SeCtIOfl 202(a) of the Con-

"(2) the adoption and enactment of such grealorial Budget Act of 1974 is amended by
amendment or redesignating paragraph (3) ii paragraph

October 15, 1990

(4) and Inserting after "revenue conditions,"
the followIng: "(3) projectIons of changes In
the present value actuarial balance of the
8ocIal Security trust funds as described in
section 407 of this Act,".

I E) £riVi Dam—Subsections (a), (b),
and (C) of this section are effective for fiscal
years following fiscal year 1990.
sic. 14-209. D1CIT ItWUCTIOM RZQUIBff

mrns V PRQThCT Tfl* OASDII *v
(a) Rouser Basm.nm,—SoctlOn 251(aX6) of

the Balanced Budget and Emergency Deficit
Control Act of 1965 is amended by—

(1) strikIng "and" after the semicolon In
subparagraph CJ)

(3) strikIng the period at the end of sub'
paragraph (K) and Inserting'; and"; and

(3) addIng at the end thereof the follow-
ing:

"(L) adding to the baseline (notwithstand-
ing sectIon 710(a) of the Social Security Act
or sectIon 3(6) of the Congressional Budget
Act of 1974) the aggregate amount by which
the Social Security annual reserve has been
estimated (at the time of enactment of legla-
latlon that affects the Social Security
annual reserve) to have been reduced for
such fiscal year as a result of enactment of
legislation enacted on or after October 16,
1992; -

"(M) assuming, for purposes of this para-
graph, paragraph (3XAXI), and the Con-
gressional Budget Act of 1914, and notwith-

• standing section 710(a) of the Social Securl-
ty Act, that receipta of Interest by the Fed-
eral Old-Age ind Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund hafl be Included In the totals of
the budget".

(b) D,0L—8eCt1on 257 of the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 Ia amended by adding at the
end thereof the followIng:

"(15) The term 'Social Security annual re-
serve' means the combined expected re-
ceipts of the Federal Old-Age Survivors In-
surance Trust Fund and the Federal Dis-
ability Insurance Trust Fund less the com-
bined expected disbursements of the Feder-
al Old-Age Survivors Insurance Trust Fund
and the Federal Disability Insurance Trust
Fund for any given fiscal year.".

(c) ErracTIvi Dam—This section ghll
apply with respect to fiscal years begh"1'g
October 1, 1990 and thereafter. -

8Il. l4-IQS. MODIVICA?iOt( OP 10! PEmOI4AL
EARNINGS AND BVET1Th SlATS-
MINT.

Section 1142(aX2) of the Social Security
Act, as added by section 10308 of the Omni-
bus Budget ReconcilIation Act of 1989, Is
amended—

(a) by redesignatlng subpsrsgraphs (C)
and (D) as gubparagrapha CD) and (F), ro-
epectlvelr,

(b) by Inserting after subparagraph (B)
the following new subparagraph (C):

"(CXI) an estimate of the percentage of
contributions described In subparagraPh (B)
needed for the payment of current old-age,
survivors, and disability insurance benefits
(determined by attributing Interest md
other Income of the Federal Old-Me and
Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund to
such current benefits), and

"(II) an estimate of the percentage of such
contributions that will be placed Into re-
serve In the Federal Old-Age arid Survivors
Insurance Trust Fund and the Federal Dis-
ability Insurance Trust Fund;";

(C) by adding at (be end of subparagraph
(B) before the semicolon the following:
"separately Identifying the portion of 000-
tributlons that are expected to be used to
pay the benefits of current old-age, survi-
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vors. and disability Insurance beneficlarleg,
and the portion being Placed In reserve
(under the percentages determined In sub-
pSragraph (Cfl" and

(d) by Inserting after subparagraph CD), as
redesignated, the following new subpora-graph:

ft descriptIon of the old-age, survi-
vses, and dthabfltty Insurance reserve, in-
cluding—

(1) the reserve's current and near term
expected accmaulaflon

'(U) the reserve's Importance to long-run
actuarial soundness and future retirement
benetlts and

'(Ill) a summary of the effect recent legls-
lotion has had upon the anticipated build.
leg of the reserve and long-run actuarial
5OUfl&",
Subtitle C- RENOTRENINO THE BAL.

ARCED BUDGET AND EMERGENCY
DEFICIT CONTROL ACT

SEC. 14-UI DEFICIT TARGETS NOT AFFSCTED CT
8PSCLFLED ACfliqImu.

(a) Aq'i TO ThE Coicoitssionai.
BUDOer aan browtassmY Cozrrnoz.. Acr or
1974—After the second sentence of pars-
graph (6) of section 3 of the Congreonal
Budget and Impoundment Control Act of
1974, add the follawlng

"Section 351(aX6) of the Balanced Budget
and Emergency Deficit Control Act of 1985
shall apply to calculstlono of budget author-
ity, budget outlays, and budget totals and
the deficit".

(b) AMmtDrsmrrs ro ma BALANCED Bu1)czr
AND EMERGENCY Darxcrr CoroL Acr op
1985—Section 251(BXS) of the Balanced
Budget end Emergency Deficft Act of 1985
is amended by adding after subsection (M)
(as added bythle Act) the following:

"(N) assuming, for purposes of this para-
graph and paragraph 8(AXi), and notwith-
standing sectIon 498(b) of the Congyess1o
Budget Act of 1974, the transactions, under
the Financial Institutions Reform, Recov-
cry, and Enforcement Act of 1989, In the
following accounts, shall not alter the defi-
cit or produce any change in the budget
baseline:

(1) RTC Revolving Fund (22-4055, 51-
1100, 51—1400);

(2) PSLIC Resolution Fund (51-4065; 20-
0176);

(3) Bank Insurance Fund (51-4064); and
(4) SavIngs Association Insurance Fund

(51-4086),
"(0) assumIng, for purposes of this par.

graph and pargraph 3AXD, and notwith-
standing sectIon 406(b) of the Congre,dijaj
Budget Act of 1974. the transactions for the
following purposes shall not alter the deficit
or produce any change In the budget base-
line:

(1) supplemental funding for Operation
Desert Shield, and

(2) forgIveness of £gpytlan debt Incurred
under the Arms Export Control Act.

(3) amounts of appropriations requested
by the President for emergencies declared
by the President.

(C) The amendments made by subsections
(a) and (b) shall apply with respect to fiscal
years beginning after September 30, 1990.
SEC. *4-302 ADflJFrMgj TO THE MAXIMImI DEn-

Cr!' AMOUNT AND BUDGE'! AGREE-
MENT CATEGORY AMOUNTS.

(a)Maacn 1991 Urns oRm'i.zc'rAcs'
PERPORMANC! OF THE Ecoo*iY—

(1) The President shall report to the Con-
gress on or before March 31, 1991 on the
actual performance of the economy during
calendar year 1990. The report shall Indi-
cate the extent to which projected outlays,
revenues, and the resulting deficit for fiscal
years 1991 through 1995 dIffer from the
amounts that would have resulted U the

economic assumptiong specified In section
101(b) of this Act had been realised. The
difference between the seaT1mum deficit
amount for each fiscal year, 199i through
1995, specIfied In sectIon 3(7) of the Con-
gressional Budget and Impoundment Con-
trol Act of 1974, and the deflclt amount cal-
culated using the revised projections for
each fiscal year, based on actual economic
performance during calendar year 1990, wIll
be Identified as the economic deficit adjust-
ment for such fiscal year.

(2) The maximum deficit amount for each
fiscal year, 1991 through 1995, speclf led in
section 3(7) of the Congresglon Budget
and 1scpouni1mi Control Act of 1974,
shall be automatically adjusted by the cor-
responding economic deficit adjustment
identified pursuant to paragraph (1). The
adjusted maximum deficit amounts shall be
included In the report required In psi-a-
graph (1).

(3) The budget agreement category
amounts set forth In section 101(a) of this
Act shall be automaticaily adjusted to be
mathematically consistent with the econom-
ic deficit adjustment Identified pursuant to
paragraph (1). The amount of the adjust-
ment and the adjusted category amounts
for each category shall be Included in the
report required In Paragraph (1).

(4) The assumptions used In the report re-
quired by this subsection also shall be ud
in the report Issued In July 1991 pursuant to
section 1106 of title 31, UnIted States Code.

(b) Tscaxicaz. Assuigpnoxs ron Fzscai.
Yam 199L—The technical assumptions to
be used for calculating the budget baseline
for fiscal year 1993 pursuant to section
251(aXC) of the Balnnoed Budget and Emer-
gency Deficit Control Act of 1995 shall be
the assumptions used In the July 1991
report referred to In paragraph (aX4).

(C) Cnacag ix Eooxosizc aim Tscxxzcaz.
Assuispvzons roa FISCAL Yams 1994 aim
1995

(1) in January 1993. a committee consist-
ing of the members identified In paragraph
(2) shall meet to review, consider, and make
recommendations to the Congress and the
President concerning economic and techni-
cal assumptions to be used in reports issued
pursuant to sectIons 251 of the Balanced
Budget and Emergency Deficit Control Act
of 1985, for fIscal years 1994 and 1995. If the
committee unanimously agrees upon
changes in 000nomjc and technical assump-
(Ion, for flscal years 1994 and 1995 and such
Changes are enacted Into law, then the max-
imum deficit amount set forth In section
3(7) of the Congressional Budget and Im-
poundment Control Act of 1974, and budget
agreement category amounts set forth In
section 101(a) of the Budget Process Reform
Act of 1990 shall be adjusted acóordlngly.

(2) The membership of the committee re-
ferred t In paragraph (1) shall consist of:
the Speaker of the House; the House and
Senate Majority and Minority LeEders, the
Chairman and Ranking Minority Member
from the House and Senate Comznlttom onthe Budget, Appropriations, Ways and
Means, and Finance; the Director of the
Office of Management and Budget the Sec-
-retary of the Treasury; and a member of the
President's staff, as designated by the Presi-
dent.

(d) EXCLUSION or Orrsxrru,o CoLasci-zoits
RH$t7LTflIG PROM Tnxs Acr.—For purposes of
calculating whether any bill, resolution, or•
amendment exceeds budget agreement cate-
gory amounts, offsetting collections result-
ing fron this Act shall not offset budget au-
thority and outlays In such category In any
year covered by this agreement To the
extent offsetting collections resulting from
this Act are used to fund what would other-
wise be funded by discretionary spp*-oprla-
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(Ions, such offsetting collections would be
recorded as discretionary budget authority
and outlays for the budget agleement cate-
gory.

(e) Aazesjs von Covxissoa o
Csss)sr oix Buacarnin.—

(1) The President shall specify, in his
budget submitted pursuant to 31 USC
1106(a) for fiscal year 1992, adjustments to
the maximum deficit amount as set forth In
Mection $ of the Congressional Budget and
Impoundment COntrOl Act of 1974 and esti-
mates of the adjustments necessary to the
budget agreement categories set forth In
sectIon 101 of this Act to Implement credit
reform budgeting as provided In section 401
of this Act. These adjustments shall be
identified as the credit reform budgeting ad-
justments. Such budget shall also specify
the subsidy rates assumed In calculating the
required adjustments.

(2) The maximum deficit amount and the
budget agreement category amounts for
fIscal years 1992, 1993, 1994, and 1995 shall
be adjusted to reflect the credit reform
budgeting adjustments reported under para-
graph (1). The amount of the adjustments
and the adjusted amounts also shall be in-
cluded in the report required In paragraph
(1) of Section (b) of this Act

(3) The President's budget for fiscal year
1993 shall specify subsidy rates revised to
reflect additional data on loan performance,
and shall indicate the extent to which the
maximum deficit amount and budget agree-
ment category amounts would be modified
based on the revised subsidy rates. The revi-
sion to the estimates requIred to reflect re-
vised subsidy rates will be Identified as the
subsidy rate adjustment.

(4) The maximum deficit amount and the
budget agreement category amounts for
fIscal years 1993. 1994. and 1995 shall be re-
vised to reflect the subsidy rate adjustment
reported under paragraph (3).
SEC. *4-303. CHANGE IN MEDICARE MAXIMUM PER.

CENTAGE UDUCTIO&
The Balanced Budget and Deficit Reduc-

tion Act of 1985, as amended, Is further
amended by substituting "4" for "2" In sec-
tion 252(aX4XB)(ft) and in 256(dX1XB).
SEC *4-304 TECHNiCAL AMENDMRNTS TO TEE BAL-

ANCED. BUDGET AND EMERGENCY
DEFICIT CONTROL ACT OP 585 AND
(MIflI CONVORML'4C C1IANGEt

(a) Section 251 of The Balanced Budget
and Emergency Deficit Control Act of 1985
Is amended as follows—

(1) SectIon 251(a)(2XBXI)(fl) Is repealed,
and (III) Is renumbered (II).

(2) SectIon 251(aX2XBXII) Is repealed.
(3) SectIon 25(aX2)(E) (III) and (lv) are re-

peated.
(4) SectIon 251(a)(SXB) Is amended by de-

leting "do expire" and Inserting In lieu
thereof, "are extended at the lesser of cur-
rent levels or current rates (unless such pro-
visions of law specifically indicate that they
should. not be assumed to be extended for
purposes of this Act)".

(5) SectIon 251(aXSXC)(i) Is amended by
deleting the parenthetical and Inserting,
"(funding for such pay adjustments are as-
sumed to be provided for in such Act unless
indicated to the contrary in such Act)".

(6) Section 251(aX6XCXII) is amended by
deleting "(without absorption)" and insert-
ing before "U" the following, ", Including
adjustments to remove absorption explicitly
Indicated In such previous fiscal year appro-
priations,".

(7) SectIon 251(aX6XCXllxm) Is amended
by deleting "increased to cover the in-
creased" and inserting, "adjusted to cover
the changed".
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(8) Section 251(b) is amended by deleting

"Federal Register" both times it occurs and
inserting, "Oovernment Printing Office".

(9) SectIon 251(dX3XC) Is amended by de-
leting the phrase "October 10, 1987, In the
case of fiscal year 1988," and substituting
"25" for "15".

(b) Section 251 Is further amended, and
252 is amended, to require program, project,
and activity level of detail only In the final
accompanying message and only to the
extent full-year appropriations have been
enacted and a sequester Is required, as fol-
lows—

(1) Section 251(CX1XA) is amended by
adding to the end thereof "and".

(2) Section 251(cXl)(B) is amended by de-
leting ". and" and inserting In lieu thereof

(3) Section 251(cXIXC) is repealed.
(4) Section 251(cX2) Is amended by delet-

ing the final sentence, which begins "In ad-
dition,'

(5) Section 252(a)(5) Is amended by delet-
ing ial order" and Inserting In lieu
thereof, "final order Indicating a sequester
Is required".

(8) Section 252(aX5) Is further amended
by deleting "paragraph (2)" and Inserting in
lieu thereof, "section Section 252(a)(2)".

(7) SectIon 252(a)(5XA) Is amended by in-
serting after "account" the first time it
occurs, "for which annual appropriations or
full-year continuing appropriations have
been enacted".

(8) Section 252(aX5) Is renumbered to Sec-
tion 252(bX4).

(9) Section 252(bX4) Is repealed.
(10) Section 262(CX1) Is amending by de-

leting "(aX5)" and inserting in lieu thereof,
"(bX4)".

(C) Title III of the Congressional Budget
Act of 1974 Is amended by adding the fol-
lowing new section:
"PROHIBITION OP COUNTING AS SAVINGS THE

TRANsm OP GOVERNMENT ACTIONS FROM
OHE TEAR TO ANoTHER.

Sac. 312, Any law or regulation promulgat-
ed as final that has the effect of transfer-
ring an outlay, receipt, or revenue of the
United States from one fiscal year to an ad-
jacent fiscal year shall not be treated as re-
ducing the deficit or producing net deficit
reduction in any fIscal year for purposes of
this Act."

(d) Section 308 of the Congressional
Budget Act of 1974 is amended by adding,
after "Rouse" the first place It appears, the
followthg ", Including matters that amend
or have the effect of amending the Budget
Process Reform Act of 1990, thIs Act, or the
Balanced Budget and Emergency Deficit
Control Act of 1985, as amended,".

Subtitle D—Enforcement Procedures
SEC. 14-401. ENFORCEMENT OF BUDGET AGREE-

MENT—AUTOMATIC OFFSETS TO
IUMINATE EXCESS AMOUNTS.

(a) Except as provided in subsections (d),
(e), and (f)—

(1) Buncrr AowTurT caps—Whenever en-
actment of any Act or joint resolution re-
suits in the provision of budgetary resources
for a budget agreement category, as defined
In section 3(11) (A) or (B) of the Congres-
sional Budget and Impoundment Control
Act of 1974, that Is In excess of the budget
authority or outlays for such budget agree-
ment category as set forth in section 101(a)
of the Budget Process Reform Act of 1990,
the President shall Issue an order that auto-
matically eliminates the excess amount that
would occur in any fIscal year determined
for such budget agreement category within
that budget agreement category in that
fiscal year.

(2) ErrITIzxENT/MA1qDaTORY spvqDn!O.—
Whenever enactment of any Act or Joint

resolution providing ntit1ement/mafldatory
spending, as defined in section 3(I2XA) of
the Congressional Budget and Impound-
ment Control Act of 1974, results in In-
creases in the deficit in year which are
not offset fully by entitlement-mandatory
spending reductions, revenue Increases, or a
combination of both in such Act or resolu-
tion for each such fIscal year, the President
shall issue an order that automatically
eliminates the increased spending for each
year within the entitlement/mandatory
spending category.

(b) TnuNo o AUTOMATIC OFFSETS.—
(1) For Acts and joint resolutions enacted

during the period beginning on October 1
and ending on June 30 of that fiscal year,
the order of the President shall be issued
not later than 15 calendar days after enact-
ment of such Act or resolution.

(2) For Acts and joint resolutions enacted
during the period begInning July 1 and
ending September 30 of that fiscal year, the
order of the President shall be Issued on Oc-
tober 1 of that calendar year.

(c) The required reductions shall be made
on a uniform percentage basis so as to
reduce all budgetary resources within the
category that would be subject to sequester
under the Balanced Budget and Emergency
Deficit Control Act of 1985 to the extent
necessary to eliminate the excess amount
within such budget agreement category.

(dXl) For fIscal years 1991, 1992, and
1993, any appropriations bill or conference
report on such bill shall not be subject to
section 302(f) or section 311(a) of the Con-
gressional Budget Act of 1974 11 such bill or
report exceeds any budget agreement cate-
gory amounts, or budget resolution consist-
ent with the budget agreement category
amounts, solely by reason of, and only to
the extent that, such bill or conference
report contains amounts Identified under
and in compliance with paragraph (2),
where the outlay amounts resulting from
such budget authority are identified as and
are within the amounts set forth in subsec-
tion (e), taking into account other acts, bills,
or conference reports which have identified
amounts as within paragraph (2),

(2) aggregate budget authority for the
budget agreement categories, as defined in
section 3(11XA) of the Congressional
Budget and Impoundment Control Act of
1974, for fIscal years 1991, 1992, and 1993
(together) may exceed the three budget
agreement category amounts set forth in
section 101(a) of the Budget Process Act of
1990 for such budget agreement categories
by not more than 0,4 percent for all three
such budget agreement categories, provided
that no such excess may at any time include
an excess for any one budget agreement cat-
egory of more than 0.2 percent of the
amount of the aggregate of the three
budget agreement category amounts.

(3) The outlay amounts set forth in sub-
section (eXi) for a fIscal year shall be re-
duced by the amount of any outlays Identi-
fied in a bill or conference report to which
paragraph(1) has been applied.

(eXl) For fiscal years 1992 and 1993, auto-
matic reductions otherwise required by sub-
sections (a) and (ti) shall not be implement-
ed solely due to outlays exceeding the
amount of outlays set forth for in section
101(a) of the Budget Process Reform Act of
1990, resulting from changes between the
outlays estimated for enacted budget au-
thority and the spendout rate assumed in
the relationship between budget authority
and outlays set forth in section 101, for any
of the budget agreement categories for such
fIscal year, unless the outlays for any
budget agreement category exceed the
amounts specthed by such section by
$2,500,000,000 for the national defense dis-
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cretionary category, $1,500,000,000, for the
International discretionary category, or
$2,500,000,000 for the domestic discretion-
ary category.

(2) For fIscal years 1994 and 1995 auto-
matic reductions otherwise required by sub-
sections (a) and (b) shall not be implement-
ed solely due to outlays exceeding the
amount of outlays set forth for In section
101(a), resulting from changes between the
outlays estimated for enacted budget au-
thority and the spendout rate assumed in
the relationship between budget authority
and outlays set forth in section 101, for the
budget agreement categories for such fiscal
year unless such outlays exceed the amount
specified by such section by $8,500,000,000.

(3) The margin set forth in section 257(10)
of the Balanced Budget and Emergency
Deficit Control Act of 1985, as amended,
shall be reduced to the exent that the
outlay excess Is offset under pare'gmphs (1)
and (2) above.

(f) Exctoi FOR pRE5IDEIFrIAU.Y-Dz-

CLARID EMERGENCIE5.—ThI5 section shall not
apply to appropriations requested by the
President for emergencies declared by the
President.

(g) This section applies notwithstanding
the Impoundment Control Act of 1974.
SEC. 14-402. BUDGET SUBMISSION BY THE PRESI-

DENT.
Section 1105(a) of title 31, United States

Code, Is amended by striking "the first
Monday after January 3" and Inserting In
lieu thereof "FebruarY 1".
SEC. 14-403. REVIEW OF REPORTS AND ORDERS.

Subsections (e), (g), and (h) of section 274
of the Balanced Budget and Emergency
Deficit Control Act of 1985 shall apply to
the reports and orders of the President
under this Act in the same manner and to
the same extent as they apply to the reports
and orders referred to in such subsections.

Subtitle B—Credit Reform
'SEC. 14-501. COST OF LOANS AND LOAN GUARAN-

TEES.
(a) As used in this subtitle—
(1) The term "direct loan" means a dis-

bursement of funds by the Federal Govern-
ment to a non-Federal borrower under a
contract that requires the repayment of
such funds with or wlthou interest. It in-
cludes purchase of or particL.tion In a loan
made by another lender, It excludes acquisi-
tion of a federally guaranteed loan in satis-
faction of default claims, and the price sup-
port loans of the Commodity Credit Corpo-
ration.

(2) The term "loan guarantee" means any
guarantee, Insurance, or other pledge with
respect to the payment of all or a part of
the principal or interest on any debt obliga-
tion of a non-Federal borrower to a non-
Federal lender in the event the borrower de-
faults. It excludes the Insurance of deposits,
shares, or other wlthdrawable accounts in
financial Institutions.

(3) The term "cost", "cost of loans", or
"cost of loan guarantees" means the cost to
the Government of any direct loan or loan
guarantee, including the cost of, and re-
ceipts from Insurance purchased by the
Government, except indirect costs such as
administrative costs or any effect on reve-
nues, and shall be calculated as foliows

(A) DUIZcT waps.—For a direct loan to
the public made by the Government, the
difference between the face value of the
loan and the net present value, of the repay-
ments of principal and payments of interest
and other payments to the Government by
the borrower over the life of the loan, after
adjusting for estimated defaults, prepaY-
ments, fees, penalties, and any other recov-
eries.
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(B) Lo CUaaAtxen.—For a loan made by SEC. 14-504. U lTfl'3 B5A* COST esI1MATES
a non-Federal lender that Ia guaranteed as (a) lic OssaRAl.—For the executive
to principal or Interest, in whole or In part, branch, all estimates required by this eub-
by the Ooveinment, the net present value, title shall be made by the Director of the
of D estimated payments by the Oovem- Office of Management and Budget after
ment to cover defaults or delinquencies, (11) consultation with the agencies that admlnis-
any Interest payments made by the Oovern- ter loan or loan guarantee programs (or by
ment, and (lii) receipts (including origins- agencies, if such authority Is delegatedtion and other fees, penalties, and other re- by the Director), and shall be based uponcoverles by the Oovermnent. guidelines, regulations, or criteria (consist-

(C) Acrxoxs ricA? ALTES COSTS...-A113' GOV. ant with the definitions In this subtitle) es-ernment action that alters estimated loan or tablished after consultation with the Direc-loan guarantee costs (except inoLficatlons tor of the Congressional Budget Office.within the terms of a loan contract that (b) IMPEovncG Cosr Esrnarzs.—Thealready been included In calculating the Office of Management and Budget and thecost), Including reestlmates of costs after Congressional Budget Office shall work to-direct and guaranteed loans have been gether to develop accurate data on the his-made, shall be accounted as adjusting the pormaiice of loan and loan guar-cost to the Oovemment of such loans or antee programs, 'They shall annually reviewloan guarantees, In calculating the costs of loan porttolios and guaranteed loans out-altering loans, the calculation shall include standing to improve estimates of loan costs.the current estimated present value of the
(C) QuALITY OP DATA Avan.-loan.

ssii.—The Secretary of the Tresaury, theCD) Discomrr RATE.—The estimated aver-
Office of Management and Budget, and theage Interest rate on new issues & t market-
Congreeslonal Budget Office shall work to-able Treasury securities of similar maturity
gether to Improve the quality of financialto the loans being made shall be used as the
Information available for Improving the costdiscount to present value.
estimates In support of the implementationSEC. 14-502. BUDGIARY ACCOUNTING. of credit reform.

(a) BUDGET Au1-uoaxrr.—In the case of Cd) Aocxss To DATA.—The Office of Man-direct and guaranteed loans, budget author- agement and Budget, the Treasury, and theity, as defined In subsection 3(2) of the Con- Congressional Budget Office shall havegressional Budget and Impoundment Con- access to all agency data that may facilitatetrol Act of 1914, shall mean the cost. Includ- the development or Improvement of loanIng alterations of cost, as defined In aecUon and loan guarantee cost estimates and im-403 of this Act, of auth direct or guaranteed
financial in matic)n on loan or loanloans.

guarantee programs.(b) Ouiz.ars.—Outlays resulting from new
budget authority referred to in subsection SECTION. l440$. WIDGET PEESENTAIION OF
(a) shall be recorded in the fiscal year In
which a loan Is disbursed or Its cost altered. (a) A ntsrit*rtvs xniesxs.—All fund-

(C) RsswoAi. Cssa Ft.ow.— Ing for an agency's administration of a loan
(1)1w ozwvtsx..—All flows of cash deriving Or loan guarantee program shall be included

from new budget authority described in sub- in the same budget account as the pro-
section (a), other than the outlays recorded gram's loan or loan guarantee cost.
pursuant to subsection (b), shall be a means (b) LoAN AND LOAN GUARANTES COSTS
of financing. Bsoaz Fisci. YEAR 1992.—The Office of

(3) INPLrrA-floN.—ThIs Is authorized Management and Budget shall, to theto establish such nonbudgetary I000Uflt8 extent posslbls, make summary estimates of(which shall have the authority to borrow loan and loan guarantee costs incurred Infrom or lend to the Treasury under terms years before fIscal year 1992 and shall makeand conditions to be prescribed by the Bee- such Information available to supplementretary of the Treasury provided that such data for such years,lending shall be unlnvested funds) as may
be appropriate to implement the accounting C 14404. EFFECTIVE DATR&
required by the prevIous provisions of thIn (a Pnasmxs-r's Bvncar.—'T'his subtitle
section. shall apply to budget estimates for fiscal

year 1993 and thereafter presented In theSEC *4-503. CONGRESSIONAL CONTROL OF LOAN
budget submitted by the President under

(a) AIntorluAi-ions REquIam.—Notwjth- section 1105 (a) of title 31, United States
standing any other provision of law, new Code.
direct loan obligations may be Incurred, new (b) Coicoazssiowaz. Buncrr.—Thls subtitle
loan guarantee commitments may be maie, shall apply to budget estimates contained In
and alterations to the cost of direct loans or concurrent resolutions on the budget re-
loan guarantees may be made after Septezn- ported after the date of enactment of this
ber 30. 1991, only to the extent that. appro- title for fIscal years 1993 and thereafter,
priations of budget authority to cover their sac. u-u,. ruov op S€LtL INSURANCE AC-posts are made In appropriations Acts en- COUNTING.
acted after January 1, 1991. Exception shall (a) The Director of the Office of Manage-be made for any new direct loan obligations ment and Budget and the Director of theor any new loan guarantee commitments Cnssiai Budget Office shall eachmade after September 30, 1991, by deposit study whether the accounting for Federalinsurance agencies and the agencies created

I u-ance programs, Including deposit Insur-by Financial Institutions Reform, Recovery
once programs, should be on a cash basis, onand Enforcement Act of 1989 to dispose of the same basis as loan guarantees, or onInsolvent savings iflBtItUons. However.
some other basis. Each Director shall reportcost of any such direct loans and loan
findings and recommendations to the Fred-antees shall be estimated, reported In the

Budget, and reestimated annually In accord dent and the Congress by September 30,
with the other provisions of this subtttle. 1991.

(b) prsoic row MANDATORY p'o- (b) Aocxss TO DATL—The Office of Man-
ORAMS,—Subsection (a) shall not apply to agement and Budget and the Congressional
any loin or ican guantec program tiiat Budget Office sh*ll have access to all
constitutes an entitiement/manda*ory agency data that. may facilitate these stud-
Wending requirement, lea.

Subtitle F—THE GOVERNMENT-SPON-
SORED ENTERPRISE REPORTS ACT

SEC 14-501. SIIOT TiltS.
This subtitle may be cited as the "Govern-

ment-sponsored Enterprises Reports Act of
1990".
C 14-lIt REPEAL OP PIIOVISIOm4 REQt'mlNG

ITUDIES OF RELA1IONSHIP BETWEEN
PUBUC DEBT AND ACTV1TI or
OOVESNMEST-8PONSOEED KI4TEL
PRISm.

SectIon 1404 of the Financial Institutions
Reform, Recovery and Enforcement Act of
1989 (12 U.S.C. 1811, note) is hereby re-
pealed.
SEC. 14-602. IN GRI4EEAL.

In order to better manage the bonded In-
debtedness of the United States, the Secre-
tary shall conduct annual studies, that shall
Include an objective assessment of the fi
Bancial safety and soundness of the actIvi
ties of all Government-sponsored enter
prises, and an assessment of the adequacy 01
the existing regulatory structure for Gov-
ernment-sponsored enterprises and the risk
of financial exposure to the Federal Gov-
ernment posed by the Government-spon-
sored enterprise. There are authorized to be
apporuoned such sums as may be necewy
to carry out this section.
SEC. 14-414. AOCse8 TO I1IFORMAflON.

(a) Iwroesnrsow Psoat OSE's—Each Oov-
eminent-sponsored enterprise shall provide
full and prompt access to the Secretary to
its books and records, and shall promptly
provide any other Information requested by
the Secretary.

(b) licroasunow Faox Stxrxavzsoav AGEic-
Cxss.—In conducting the studies under this
Section, the Secretary may request informa-
tion from, or the assistance of, any Federal
department or agency authorized by law to
supervise the activities of any Government-
sponsored enterprise.

(C) CoicnsaxnaLlrr 0? INPOBXATIO1T.—
(1) lic azszaaa.—Tbe Secretary shall deter-

mine and maintain the confidentiality of
any book, record, or Information made avail-
able under this sion In a manner general-
ly consistent with the level of confidential-
ity established for the material by the Oov-
ernment-eponsored enterprise Involved.

(2) Exzispnow rao puBuc DISCLOSURZ ax-
QUnE14xw'ra.—The Department of the Treas-
ury shall be exempt from sectIon 553 of title
5, United States Code, with respect to any
book, record, or information made available
under this section and determined by the
Secretary to be confidential. This exemp-
tion shall continue to apply to any such
book, record, or Information provided to a
nationally recognized rating organization or
another Federal agency pursuant to subsec-
tion (d).

(3) PENALTY FOR UNAUTROP.IZ niaci.o-
svRz.—Any officer or employee of the De-
partment of the Treasury shall be subject to
the penalties set forth In section 1906 of
tItle 18, UnIted States Code, If:

(A) by virtue of this employment of offi-
cial position, he has possession of or access
to any book, record, or Information made
available under this section and determined
by the Secretary to be confidential under
paragraph (1) and

(B) he discloses the material In any
manner other than

(I) to an officer or employee of the De-
portment of Treaaur, cir

(ii) pursuant to the exceptIon set forth In
such section 1906.

(C) Notwithstanding the provisions of any
other provision of law, the Secretary is au-
thorized to provide to any nationally recog-
nized statistical rating orgarilrztion for the
purpose of obtaining * credit rating of any
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Oovernment-sponaàred enterprise, or to any
other Federal agency in order to facilitate
the preparation of any study or report by
the Secretary pursuant to this section, my
Information made available under this sub-
section, including any Information made
available under this subsection, Including
any Information determined by the Secre-
tary to be confidential. Whenever Informa-
tion determined by the Secretary to be con-
fidential Is so provided, the nationally rec-
ognized etatistical rating organization or
Federal agency, and its respective officers
and employees, shall be subject to the pen-
alties set forth in section 190c of title 18,
United States Code for unauthorized dlsclo-
ware of the Information provided,
SEC. 14-603. CBO kEPORT.

The Congressional Budget Office shall
prepare a report that will Include the fol-
lowlng (1) the perspective of the Congres-
sional Budget Office on the types of risks
that each Government-sponsored enterprise
aaaUme8, ways in which the Congress can
Improve ita understanding of such risks, and
the risks to the budget posed by Govern-
ment-sponsored enterprIses; (2) an evalua-
tion of the adequacy of the current Govern-
ment-sponsored enterprise supervision and
regulation with respect to risk inanagement
and (3) proposed alternative models of over-
sight, with particular emphasis on the costs
and benefits of each alternative on the Fed-
eral Government and to the Government-
sponsored enterprise beneficiaries.
SE U4VL REPOR1 TO OONGRE8

The following reports shall be submitted
to Congress: (1) by AprIl 30. 1991, the Secre-
tary shall ubm1t a report setting forth the
results of any annual study conducted
under thla Act and shall submit on behalf of
the Administration a legislative propo8al
with respect to Government-sponsored en-
terprise safety and aoundness (2) by April
30, 1992, and April 30 of each year thereaf-
ter, the Secretary shall submit a report set-
ting forth the results of any annual Btudy
conducted under this Act; and (3) by April
30. 1991, the Congressional Budget Office
shall submit the report required under this
Mt'
SEC. 14-O5. LEGISLATION.

The Speaker of the House nd Majority
Lesder of the Senate shall refer the reports
required by pragrapha I and 3 of section 6
above to the .pproprlate Congressional
commltteee and each iuch committee shall
conBider the reporta, including the AdmIn1-
tratlon's legislative propoaal. and thafl
report no later than September 15, 1991, to
the full House and Senate, respectively, leg-
islation to ensure the financial aoundnes of
the Oovernment-6ponsored enterprises and
to minimize the possibility that any Oovern-
ment-sponsored enterprise might require
future Federal assistance.
SEC. 14-40t DEFINITIONS

For purpoees of this section:
(a) GOVz1uMzN'r-SPowsoRD ENTERPRXSL—

The term "Oovernment-eponsored enter-
prise" means:

(1) the Pederal National Mortgage Asso-
ciation, the Federal Home Loan Mortgage
Corporation, the Federal Home Loan Bank
System, the Farm Credit Banks. the Banks
for Cooperatives, the Federal Agricultural
Mortgage Corporation, the Student Loan
Marketing Association, the College Con-
struction Loan Insurance AaocIatlon, and.
nny of thetr ifflliated or member institu-
tions; and

(2) any other government-sponsored en-
terprise, aa designated by the Secretary.

(b) 8rczzrax.—The term "Secretary"
means the Secretary of the Treasury or his
delegate.

-TITLE (XV)—ADDITIONAL BUDGET
PROCLSS REFORM

Subtitle—Statement of CongressionalPuo
SEC. 15-101. IMPROVEMENT IN DECISION-MAKING

PROCKSS.

Because the Federal budget process Is the
principal vehicle by which many of the most
fundamental policy choice8 in Government
are made, the purpose of this Act is to factil-
tate ration1, Informed, and timely decisions
by the Congress in the course of that proc-
ess.
SEC. 15-102. REFORM OF FISCAL MMAGEMENT

It is the sense of the Congress that a prop.
erly functioning Federal budget process
should focus the attention of policytnakers
•and the public on the aggregate Impact of
Federal spending on the economy, and on
the tradeoffs that must be made among pri-
oritie5 in order to control overall levels of
spending. To this end, the Act Is intended to
establish a budget proces8 that, in each
fiscal period—

(1) requIres the ,.doption of a budget
before, not after, any Bpendlng begins;

(2) produces decisions on that budget
early in the budgeting cycle;

(3) encourn,ges cooperation between Con-
gress and the President in adopting the
budget;

(4) ties each subsequent spending decision
to an overall, binding budget total;

(5) requIres regular, periodic decisions on
appropriate Bpendlng levels for all Federal
programs, not just those arbitrarily deemed
"controllable"; and

(8) produces a bias in favor of fiscal re-
sponsibility that can be overcome only 11 the
Congress expressly determines to do so.
SEC. 103. SAFEGUARDS AGAINSr DELAY M4D INAC-

TION.

The Congress further finds that a proper-
ly functioning budget process should con-
tain safeguards against delay and Inaction,
so that temporary shut-downs of the Feder-
al Government may be avoided when the
President and the Congress fall to complete
work on the budget prior to the beginning
of a fiscal period. Accordingly, this Act is in-
tended to provide an enforcement mecha-
nism that gives meaning and Importance to
the timely adoption of a budget, and a sus-
InIn.g methanlstn that ensures a continu-
tion of the Government should the politi-
cal process produce deadlock or a failure to
ftct in a timely fashion. -

StIBTITL1 B—Bzmnio BUDGET LAw
SEC. li—ZO1. JOINT RESOLUTION E8IABUS}W4G

BINDING BUDGET LAW.

To encourage early consultation Rnd Co-
operation between the Congress and the
President on declslona Concerning overall
spending levels for all Federa3 programs,
the Congre8s thall enact a binding budget
law, in the form of a joint resolution, by
April 16 of the calendar year before that in
which the fiscal period commences. The
technical amendments contained in title I
nd Bection 15-001 of this Act are intended
to assIst in the stabllahment of this re-
quirement. The budget law itself shall fit on
a single page, which sets forth specific
budget ceillng in the following 19 maJor
functional categories, which altogether corn
prise the entire Federal budget.

Function 050: National Defense
FunctIon 150: International Affairs
Function 250: General 8cence, Space nd

Technology
Function 270: Energy
Function 300: Natuml Resources and En-

vironment
Function 380: Agriculture
Function 400: Tran2portation
Function 450: Coxnnunity nd Re1ona

Development
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Function 500: Education, Training, Em-
ploytneilt and Social Services

Function 550: Health
Function 570: Medicare
Function 600: Income 8ecirity
Function 650: 8ocial Security
Function 700: Veterans Benefits and Serv-

Ices
Function 750: AdmInistration of Justice
Function 800: General Government
Function 900: Net Interest
Function 920: Allowances
Function 950: Undlstributed Offsetting

Receipts.
By thus requirtng that the budget process

begin with hIEhIy generalized macreco-
nornic decisions about spending in 19 overall
categories, this section is intended to facili-
tate agreement within Congress itself, and
between Congres8 and the President, on
how much the Federal Government should
spend in the ensuing fiscal period.
SEC. 15-202. SUDGE! REQUIRED BEFORE 8PENDING

HILLS MAY BE CONSIDERED.

Unless and until a joint resolution on the
budget is enacted with respect to any major
functional category for a fiscal period, it
shall not be in order in either the Rouse of
Representatives or the Senate, or any com-
mittee or subcommittee thereof, to consider
any spending-bill affecting spending in that
category, except as provided in Title Ill of
this Act. The purpose of this provision is to
ensure that until the budget is signed into
law, no authorization or appropriations bill
shall be considered in the Congress.
SEC. 15-203. "BASEUNE" BUDGETING PROHIBITED:

UNAWUSIED YEAR.TO.YEAR COM-
PARISONS REQUIRED IN BUDGET
LAW.

Section 301(e) of the Congressional
Budget Act of 1974 is amended by—

(1) Inserting after the second sentence the
followlng "The starting point for any delib-
erations in the Committee on the Budget of
each House on the joint resolution on the
budget for the next fiscal period shall be
the estimated level of outlays for the cur-
rent period in each function and subfunca-
tion. Any increases or decreases in the Con-
gressional budget for the next fiscal period
shall be from such estimated levels.";

(2) strikins paragraphs (2) and (3) and in-
serting the followlnW.

"(2) a compazison of level for the current
fiscal period with propo8ed Bpendiflg for the
aubsequent fiscal periods along with the
proposed increase or decrease of spending in
percentage terms for each function and sub-
function;

"(3) Information, data, and comparisons
indicating the manner in which, and the
basis on which, the committee determined
each of the matters set forth in the joint
resolution, including Information on outlays
for the current fiscal period and the deci-
sions reached to Bet funding for the subse-
quent fiscal year";

(3) inserting "and" liter the semicolon in
paragraph (7);

(4) strIking paragraph (8); and
(6) redesignatlng paragraph (9) as para-

graph (8).
The technical amendments contained else-

where in thl Act ire intended to apply the
same prohibition against "baseline" budget-
Ing to the budgets prepared by the Presi-
dent and the Congressional Budget Office
reports to the Budget Comm1tee

Subtitle C—Enforcement Mechanisms
SEC. 15-301. TWO-THIRDS REQUIREMENT FOR ALL

8PEDING BILLS N A8gNCE. OF
rnJDGE'r LAW.

Unless nd until & Joint resolution on the
budget Ia enacted with respect to any najor
functional category for fiscal period, it
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shall not be In order In either the House of
Representatives or the Senate or any ccm
mittee or subcommittee thereof, to consider
any spending bill affecting spending In that
eategory unleus it Is approved by the affirm-
ative vote of two-thirds of the Members
voting, a quorum being present.
SEC. 11403. IWO-TIURDS SEQUIREMENT POE

OVER-BUDGET SPENDING BIU8.
(a) DzTkaIfIlOArION OP BUDSEr Emcr Op

Aza. Paovoexs Spxxnnra Bnzs.—The Con-
greasional Budget Office shall provide to
either House of Congress (or the appropri-
ate committee, subcommittee, or conference
thereof) as soon as practicable after the in-
troduction of any spending bill, Its estimate
of the costs In each major functional catego-
ry attributable to that bill during the fiscal
period In which it Ii to become effective and
in each of the next 4 fIscal years, together
with the basis for such estimate The Con-
gressional Budget Office report shall not be
required, however, if the Congresslo
Budget Office certifies that a spending bill
will likely result In applicable costs of less
than $10,000,000. For purposes of estimating
the costs attributable to any spending bill
that Includes new credit authority, the
report shall deem the market value of any
loon (If it were sold by the Federal Oovern-
mont) or the ascumption cost of any guaran
tee (if ft wore assumed at market rates) to
be the costs attributable to such loan or
guarantee In the fiscal period In which it Is
mode.

(b) CBO Rxponv Raqmnzo Barons Cowszs.
m&riog op SPvmINo Biu.s.—It shall not be
in order In either the House of Representa-
tives or the Senate. or In any committee
thereof, to consider any spending bill.
unless and until the report referred to In
subsection (a) has been made available to
that House of Congress or the appropriate
committee or subcommittee thereof.

(c) Two-Taiaas Raerniii'y Lu.
OvER-BVDOZT SPENDINO Biu.&—It shall not
be In order in either the House of Repre-
sentatives or the Senate, or In any commlt
tee, subcommittee, or conference to consider
any spending bill for a fiscal period that the
report referred to In subsection (a) indicates
would In such fiscal period exceed a budget
ceiling, unless such bill Is approved by the
affirmative vote of two-thirds of the Mem-
bers voting, a quorum being present

Cd) DETERMINATION op Spamgpo ni £ CATS-
cony—A spending bill shall be deemed to
break a budget ceiling If—

(1) Its cost in any major functional catego-
ry as estimated In the report referred to In
subsection (a); and

(2) all other budget authority, budget out-
lays, and entitlement authority, If any, In
that major functional category for the rele-
vant flscsl period contained In any previous-
ly enacted legislation for the fiscal period;
and

(3) to the extent that new budget author-
ity or entitlement authority for the relevant
fiscal period has not been granted (or modi.
fled from the level of the previous fiscal
period) In any other enacted legislation for
any program within such major functional
category, the amounts of budget authority
and entitlement authority for such major
functional category (or part thereof) for the
previous fiscal period
exceed the budget ceiling for such major
functional category.
SEC. Il-ass. l'wo-vinnns REQuIREMENT FOR

WAIVER OF THIS ACT.
No waiver of any Provision of this Act, In-

cluding the calendar deadlines for comple-
tion of Congressional action and the provi-
sions concerning over-budget spending, shall
be effective unless approved by the if! Irma-
tive vote of two-thirds of the Members of

the House of Reweepntatives or the Senate,
as the ease may be. a quorum being present.
No committee of either the House of Repre-
sentatives or the Senate shall have jurisdic.
tion to repwt a rule governing procedures
for consideration of spending bills covered
by this Act., If such rule would violate the
provisions of this section. Nothing In this
provision shall be deemed to require a su-
permajority vote to amend this Act,

Subtitle D—LImIted ThIh.nced Rescission
Authority

SEC. 11-411. RESCISSiON AUThORI'Y LIMITED TO
SPENDING ABOVE LIMITS 03' (X)N.
ORESSIONAL BUDDGET LAW.

The Impoundment Control Act of 1974 (2
U,8C. 681 et seq.) Is amended by redesignat-
Ing sectIons 1013 through 1017 as sections
1014 thrugh 1018, respectIvely, and Insert-
ing after section 1012 the following new sec-
tion:

"IESCISSI0E OP SPENDING ABOVE LIMITS OP
CONGRESOIO1IAL RUDSET LAW

"Sac. 1013. (a) TaApsIsrrrAL op Szci.u,
MESSAGa,—The President may transmit to
both Houses of Congress for consideration
In accordance with this section one or more
special messages to rescind (In whole or in
part) items of budget authority or entitle-
ment authority sufficient to ensure that the
levels of budget authority, entitlement au-
thority, and outlays in a functional category
do not exceed the levels stated in the budget
law for the applicable fiscal period (or, In
the absence of a budget law, do not exceed
such levels In the previous fiscal period).

'(b) LIxImrio3s,—For purposes of this
section—

'(l) continuing appropriations made pur-
suant to sectIon 1311 of title 81, United
States Code, shall be treated as continuing
appropriations for an entire fiscal period;
and

"(2) the levels of budget authority, entitle-
ment authority, and outlays shall be deter-
mined on the basis of the reports made by
the Congressional Budget Office pursuant
to section 202 of the Budget Process Reform
Act of 1990.

"(C) Coiivzirra op SPzciaz. MESSAGI,—Each
- special message transmitted under subsec-
tion (a) shall specify, with respect to each
Item of budget authority to be rescinded,
the matters referred to In paragraphs (1)
through (5) of section 1012(a).

"Cd) REQUIREMENT NoT To MAKE Avm-
ABLE von OBucAnois —Any item of budget
authority to be rescinded as set forth In
such special message shall not be made
available for obligation unless, Within the
prescribed 45-day period, Congress com-
pletes action on a rescission bill disapprov-
ing the rescission of the amount to be re-
scinded. Funds made available for obligation
Under this procedure may not be Included In
a special message again.

"Ce) Paocssnmss.—
'(lXA) Before the close of the third day

beginning after the day on which a special
nwage to rescind an item of budget au-
thority Is transmitted to the House of Rep-
resentatives and the Senate under subsec-
tIon (a), a bill may be Introduced (by re-
quest) by the majority leader or minority
leader of the House of the Congress In
which the appropriation Act providing the
budget authority originated to disapprove
the rescission set forth In the special mes-
sage. If such House Is not In session on the
day on which a special memage Is transmit-
ted, the bill may be introduced In such
House, as provided An the preceding sen-
tence, on the first day thereafter on which
such House Is In session.

"(B) A bill Introduced In the House of
Representatives or the Senate pursuant to
subparagraph (A) shall be referred to the

H 9917
Committee on Appropriations of such
House. The committee shall report the bill
without substantive revision (and with or
without recommendation) not later than 15
calendar days of continuous iesslon of the
Congress after the date on which the bill Ii
Introduced. A óommlttee falling to report a
bill within the 15-day period referred to In
the preceding sentence shall be automatical-
ly discharged from consideration of the bill
and the bill shall be placed on the appropri-
ate calendar.

'CC) A vote on final passage of a bill Intro-
duced In a House of the Congress pursuant
to subparagraph (A) shall be taken on or
before the close of the 25th calendar day of
continuous session of the Congress after the
date of the Introduction of the bill In such
House. If the bill Is agreed to, the Clerk of
the House of Representatives (In the ease of
a bill agreed to In the House of Representa-

• tives) or the Secretary of the Senate (In the
case of a bill agreed to In the Senate) shall
cause the bill to be engrossed, certified, and
transmitted to the other House of the Con-
gress on the same calendar day on which
the bill Is agreed to.

"(2XA) A bill transmitted to the House of
Representatives or the Senate pursuant to
paragraph (1XC) shall be referred to the
Committee on Appropriations of such
House. The committee shall report the bill
without substantive revision (and with or
without recommendation) not later than 10
calendar days of continuous session of the
Congress after the bill Is transmitted to
such House. A committee faWng to report
the bill within the 10-day period referred to
In the preceding sentence shall be automati-
cally discharged from consideration of the
bill and the bill shall be placed upon the ap-
propriate calendar.

"(B) A vote on the final passage of a bill
transmitted to a House of the Congress pur-
suant to paragraph (1XC) shall be taken on
or before the close of the 10th calendar day
of continuous session of the Congress after
the date on which the bill Ii transmitted to
such House. If the bill Ii agreed to In such
House, the Clerk of the House of Represent-
atives (In the case of a bill agreed to In the
House of Representatives) or the Secretary
of the Senate (In the case of a bill agreed to
In the Senate) shall cause the engrossed bill
to be returned to the House In which the
bill originated, together with a statement of
the action taken by the House acting under
this paragraph.

"(3XA) A motion In the House of Repre-
sentatives to proceed to the consideration of
a bill under this section shall be highly priv-
ileged and not debatable. An amendment to
the motion shall not be In order, nor shall it
be In order to move to reconsider the vote
by which the motion Is agreed to or dis-
agreed to.

"(B) Debate In the House of Representa-
tives on a bill under this section shall be
limited to not more than 2 hours, which
shall be divided equally between those fa-
voring and those opposing the bill. A motion
further to limit debate shall not be debata-
ble and shall require an affirmative vote of
two-thirds of the Members voting, a quorum
being present. It shall not be In order to
move to recommit a bill under this section
or to move to reconsider the vote by which
the bill Is agreed to ordisagreed to.

"(C) All appeals from the decisions of the
Chair relating to the application of the
Rules of the House of Representatives to
the procedure relating to a bill under this
section shall be decided without debate,

"(D) Except to the extent specifically pro-
vided In the preceding provisions of this
subsection, consideration of a bill under this
section shall be governed by the Rules of
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the Rouse of Representatives applicable so
other bills Inm11r drcunotIIw

(4XA) A motion to the flme* to proned
to Lb. cosmideration of a hIM under this
Sian Mail be privileged and not debh1e
An n'..nAm.it to the motion Mall be In
ceder, nor shell it be In order to move to ra-

kler the vote by which the niim is— to or disegreed to.
"(B) Debate to the Senate on $ bill under

this motion. and all debatable motem and
appeals In connection therewith, shell be
limited to not more than 2 bourn The Lime
shell be equally divided between. and ems-
trolied by, the In.Jorlty leader and the aol-
nority leader or their designem.

"CC) Debate to the Senate on any ats-
ble motion or appeal to connection with a
bill under this section shall be limited to not
more than 1 hour, to be equnily divided be-
tween, sod controlled by, the zeorer and the
manager of the bill except that in the event
the manager of the bill is to favor of such
motion or appeal, the time to opposition
thereto shall be controlled by the minority
leader or hi. designee. Such leaders, or
either of them. may, from time usuler their
eontrol on the Damage of a bill, allot addi-
ttozml time to any Senator during the coo-
ulderatlon of any debatable motion or

"(Dl A motion In the Senate to further
limit debate on a bill under this section is
not debatable. A moUon to recommit a bill
under this .ect.laui Is not to order.

"(1) AID PROzuw.—.NO amend-
merit to a bill considered under this section
shall be In order In either the House of Rep-
resentatives or the Senate. 110 moti on to
suspend the application of this subsection
shall be hi order In either Home, i shall it
be in order In either House for the presiding
officer to entertain a request to suspend the
applicatIon of this subsection by unanimous
consent.",
sac zu-en, ar',ucarioo.

The jv.ii.&imont. made by sectIon 15-401
secUon shall apply to Item, of budget an-
thortty (as defined In subsection (gXl) of
section 1013, as added by sectIon 103(b) of
this Act) provided by appropriation sets (as
defined to subsection (gX3) of such section)
that become tow after the date of enact-
ment of this Act.
Subtitle 5—"Blank Che" Aroprtationa

?rvhftfled
SEC. 11-551. OftEN? OF (NGRmS

It I. the Intent of Congrem,by this provi-
don, to put an end to open-ended. "blank-
check" approprlatlons, which typically au-
thorize the spending of "mob aume as may
be neorasary." By requiring explicit deel-
alons concerning the desired level of spend-
ing for each federal program Concept social
security and Interest on the debt), is In-
tended that currently uncontrolled pro-
gramo will be brought within the discipline
of an overall budget.
SEC *14 PD0U& £,?ROA11tN8 E&

For every eacount except sodal seur4ty
and Interest on the debt. eem appropria-
tion for a fiscal peslod for any program,
project., or activity shall be for a speelfic,
fixed dollar amount. Any daUoze of

as may be necesesry" exoept
with respect to the automatic continuing
resolution provided for by section 15-701 of
this Act) are hereby probibitet-U5& £ICT4WusIW W

The bead of each xmotlve agency that
administers any entitlement program Is au-
thorized to adjust benofit levels and eligibil-
it, requirements, or both, with respect to
the program such that aggregate outlays for
a fiscal period do not exceed the fixed-dollar
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appropriation proved pursuant to this title
ouch fiseal perlot Such adjustment shall be
made by rule or, pending adoption of appro'

__

priate rules, informal guideline. The ppr
pose of any such rule or guideline ehall be
to enoue that the fixed-dollar appropiiz-

for the program authorized *7 Con-
gremonnotexceedet
Subtitle P—Pay As You 0o Requirement

for New Spending
SIC 11-551. SPENDPG 07FSITh *EQUED.

It shall not be In order In either the
Rouse of Representatives or the Senate to
consider any supplemental appropriation
Leisure. or any other bill, resolution, or
aaoPnmPnt which authorizes, requires, or
provides new entitlements/mandatory
spending as defined In section 3 (I2XA) of
the Congreeslanal Budget and Impound-
ment Control Act of 19'14, or which author-
izes spending for a llacal period that the
report referred to In sectIon 15-302(a) of
this Act indicates would in such fiscal
period exceed a budget eetling, any such in-
creased spending coiled for therein Is offset
fully to each such fiscal period in such
measure, bill, resolution or amendent by an
equal amount of reductions In exlzth*
spending.
szc 11-112, '!wo.l'mnce VOTE REQVIRI 10 WAJYI

rover ci' oxcan.
The point of order established by this sUb-

title may be waived or suspended In the
Senate or In the House of Representatives,
and an appeal the ruling of the Chair on
poInt of order raised under this section may
be sustained, only by the affirmative vote of
two-thirds of the Members voting, a quorum
being present

Subtitle 0—Sustaining Mechanism
mc 1141t *Z7T012A1 'TP8UB1G ZZflOk

Chapter 13 of title 31, United States Code,
is amended by Inserting after .ection 1110
the following new .octio
"51311. 0O..U.IL4 ..yy.vy.IstlWI

"ta) U for an account an appropriation lox
a fiscal period does not become law before
the beginning of such fiscal period, tre
are hereby appropriated, out of any moneys
In the Treasury not otherwise appropriated.
and out of applicable corporate or other rev-
enues. receipts, and funds, such sums as
may be neceasary to any program.
project, or activity provide for In the most
recent appropriation Act at a rate of oper-
ations not In deem of the rate of operations
provided for such program, project, or activ-
ity In such Act In no case shall the total
dollar amount of appropriations for any
program, project or activity pursuant to this
section exceed the appropriation for such
program, project. or activity In the most
recent appropriation Act., determined on a
fiscal-period basis.

"(b) Amounts appropriated pursuant to
subsection (a) for a program, project, or so-
Uvity shall be available during a fiscal
period until the earUer of—

"(1) the day on which the appropriation
bill for such fiscal period which would In-
clude the program, project, or act1vIt takes
effect or

'(2) the last day of such fiscal period-
SIC tS-355 U)NTThGWCY *EGVLAISOI4L
- Chapter iS of title 11, United States Code,
Is amended by inserting after section 1311
the following new section
"5lIft Ceaduesq regehalsus

"(a) NotwithstandIng any other provision
of tow and except as provided by subsection
(b), the bead of each Executive agency that
administers any entitlement pr.aa shall.
by rule, (or Informal guldel, pending
adoption of appropriate rules), provide for
the adjustment. of benefit levels or etigibil-
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y requirements, or both, with respect to

program such that aggregate outlays for
a fiscal period do notexceed the fIxed-dollar
appropriation provided pursuant to section
$14 (requiring fixed-dollar appropriations)
or section 401 (proViding for an Automatic
Continuing Resolution) of this Act for suchmi period-

"(b) Sn the ease of social safety net pro-
grams, the rube shall provide each State
the option of receiving an aggregate amount
Sor the fiscal period for such programs
equal to the amount It received for the pro-
eedlng fiscal period for such programs (in
which case such State could, in its discre-
Lion, allocate the benefits among such pro-
grams to best meet the needs of recipients
to Its fltxte) or the amounts It received for
each such program for such preceding fiscal

is used In this section—
"Cl) the term 'Executive agency' has the

meaning given such term In section 105 of
titleS, United States Code:

"(2) the term 'entitlement program'
means any spending authority as defined in
section 401(cX2XC) of the Congresslot)ai
Budget Act ci 1914; and

'(3) the term 'social safety net programs
means the following programs: family sup-
port payments, adoption aesistance, child
support enforcement, food stamps, foster
care, medicaid, child nutrition programs,
social services block grant, and supplemen-
tal security income (851)."
SEC. 36-152, VNAUThOWZED APPROPRtATIO)$

SectIon 401(b) Is amended to read as b)
lows:

"Cb) CozraoLa ox Lrn&?1oN Psovxmac
Fuxnzxa,—(1) It shall not be In order In
either the House of RepresentatAves or the
Senate to consider any bill, resolution, or
conference report that provides budget au-
thority or spending authority described An
subsection (c)(2)(C) except a blIJ or resolu-
tion reported by the Committee on appro-
pria' of that Rouse or a conference
repwt made by a committee or conference
iii of whose conferees are members of the
Committee on .Approprtations.

"(2) Paragraph (1) shall not apply to bene-
fits payable under the old-age, survivors,
and disability Insurance program estab-
lished under title U of the Social Security
Act"

Subtitle B—Protection of Social Security
SEC 11-501. SENEFTYS ?utPTECITD £GAUqS'T DEn

ar
Nothing In this Act shall be construed to

require or permit reductions in Social Secu-
rity benefits otherwise payable pursuant to
applicable law or regulations.
sac ima cos!oaunG arwMzeT.

Chapter 13 of title 31, United States Code.
is amended by Inserting after section 1313
the following new secthon
'51514. Prut.dieu .1 seetol sscodty from. buSts'.

"No reductions In benefits payable under
the old-age, survivors, and disabIlIty insur-
ance 1.rogrsm established under title 11 of
the Social 8eurtty Act shall be made as a
consequence of the Budget Procees Reform
Act (of 1990.)".

Subtitle I—Budget Proceas Calendar
soc. 11-551. savislori or iusr&aL.z.

SectIon 300 (2 U.S.C. S31) Is amended to
read asfollows:

flsc. 300. The timetable with respect to
the Congressional budget procem for any
Congreas (beginning with the One Hundred
Second Congreas) Is as follows:
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Action to be completed:
President submits

budget recommends.
Uoni.

Congressional Budget
Office submits report
to Budget Committees.

Committees submit
views and estimates to
Budget Committees.

Budget Committees
report Joint resolution
on the budget.

Congress complete
action on joint resolu-
tion on the budget and
transmits It to the
President for signature
or veto.

Authorization and ap-
propriations bills may
be considered In the
Congresa

Appropriations Commit-
tees report last of
annual appropriation
bills.

Congress completes
action on reconcilla-
tion legislation and
annual appropriation
bills.

Fiscal period begins.
Congress completes all
necessary action on
budget, authorizations
and appropriations, or
automatic continuing
resolution takes
effect.".

Subtitle J—Conformlng Amendments
SEC. 15-1001 CONFORMING AND TECHNICAL

AMENDMENTS CHANGING "CONCUR.
RENr TO "JOINT" RESOLUTIONS.

(a) Sections 300, 301, 302, 303, 304, 305,
308, 310. and 311 (2 U.S.C. 631 et seq.) are
amended by striking "concurrent resolu-
tion" each place it appears and by Inserting
in Its place "joint resolution",

(b) Section 301(i)(2) Is amended by strik-
ing subparagraphs (B) and (C) and by strik-
ing "(A)".

(c) The table of contents set forth In sec.
tion 1(b) Is amended by striking "Concur-
rent" In the Items relating to sections 301,
303. and 304 and Inserting "Joint".

(d) Clauses 4(aX2), 4(b)(2), 4(g), and 4(h)
of rule X, clause 8 of rule XXIII, and rule
XLIX of the Rules of the House of Repre-
sentatives are amended by striking "concur-
rent" and by inserting in its palce "joint".

(e) Section 254(bX2)(A) and section 257(3)
of the Deficit Control Act of 1985 (2 U.S.C.
904b)(2xA) and 907(3)) are amended by
striking "concurrent" and by inserting in its
place "joint".
SEC. 15-loot FURTHER CONFORMING AND TECHNI-

CAL AMENDMENTS.
(a) Section 302(f) (2 U.S.C. 633(f Is

amended—
(1) in paragraph (1) by strIking "(1) IN

TILE HOUSE OF REPRESENTATIVES.".
by striking "new budget authority for such
fiscal year, new entitlement authority effec-
tive during such fiscal year, or" and by
striking "new discretionary budget author-
ity, new entitlement authority, or"; and

(2) by striking paragraph (2),
(b) Section 303 Is amended—
(1) in its heading by striking "NEW

BUDGET AUTHORITY, NEW SPENDING
AUTHORITY," and the comma before "OR
CHANGES";

(2) in subsection (a) by striking para-
graphs (1) and (4) and by redesignating
paragraphs (2), (3), and (5) as paragraphs
(1). (2). and (3), respectively and

(3) in subsection (b) by striking paragraph
(1). by strikIng "(2)", by striking the dashafter "resolution", and by striking the lastsentence.
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(c) The table of contents set forth in sec-

Uon 9(b) Is amended by striking "new
budget authority, new spending authority,"
and the comma before "or changes" in the
item relating to section 303.

(d) Section 311 Is amended—
(1) in Its heading by striking "NEW

BUDGET AUTHORITY, NEW SPENDING
AUTHORITY, AND";

(2) in subsection (a) by striking "providing
new budget authority for such fiscal year,
providing new entitlement authority effec-
tive during such fiscal year, or"; by striking
"the appropriate level of total new budget
authority or total budget outlays set forth
in the most recently agreed to concurrent
resolution on the budget to be exceeded,
or";

(3) by repealing subsection (b); and
(4) by redesignatlng subsection (c) as sub-

section (b), and by striking "new budget au-
thority, budget outlays, new entitlement au-
thority, and" in subsection

(c) (as redesignated).
(e) The table of contents set forth in sec-

tion 1(b) Is amended by striking "new
budget authority, new spending authority,
and' in the term relating to section 311.

(f) The last sentence of clause 4(b) of rule
XI of the Rules of the House of Representa-
tives Is amended by Inserting before the
period at the end of the followlng ": nor
shall it report any rule or order which
would waive the point of order set forth in
title III of the Budget Process Reform Act
of 1990",

(g) The first sentence of section 202(fXl)
of the Congressional Budget Act of 1974 Is
amended to read as follows: "On or before
February 15 of each year, the Director shall
submit to the Committees on the Budget of
the House of Representatives and the
Senate a report, for the fIscal year com-
mencing on October 1 of that year, with re-
spect to fiscal policy, including (A) estimat-
ed budget outlays in all functions and sub.
functions for appropriated accounts for the
current fiscal year and estimated budget
outlays under current law for all entitle-
ment programs for the next fiscal year, (B)
alternative levels of total revenues, total
new budget authority, and total outlays (in-
cluding related surpluses and deficits), and
(C) the levels of tax expenditures under ex-
isting law, taking into account projected
economic factors and any changes in such
levels based on proposals in the budget sub-
mitted by the President for such fiscal
year.".
SEC. 15-1003. CONFORMING AMENDMENTS IT) THE

IMPOUNDMENT CONTROL ACT OF 1574.
(a) Section 1011(5) (2 U.S.C. 682(5)) Is

amended—
(1) by strIking "1012, and" and Inserting

"1012, the 20-day periods referred to in
paragraphs (lXb) and (2XA) of section
10 13(c), the 45-day period referred to in sec-
tIon 1013(b), and";

(2) by striking "1012 during" and inserting
"1012 or 1013 during";

(3) by striking "of 45" and inserting "of
the applicable number of"; and

(4) by striking "45-day period referred to
in paragraph (3) of this section and in sec-
tion 1012" and Inserting "period or periods
of time applicable under such section".

(b) Section 1011 Is further amended—
(1) in paragraph (4) by striking "1013"

and InsertIng "1014"; and
(2) in paragraph (5)
(A) by strIking "1016" and inserting

"1017"; and
(B) by striking "1017(bX1)" and Inserting

"1018(b)( 1)".
(c) Section 1015 (as redesignated) Is

amended—
(1) by strIking "1012 or 1013" each place it

appears and inserting '1012, 1013, or 1014";

119919
(2) in subsection (bXl) by strIking "1012"

and Inserting "1012 or 1013";
(3) in subsection (bX2) by strIking "1013"

and InsertIng "1014"; and
(4) in subsection (cR1)—
A) by striking "and" st the end of sub-

paragraph (A),.
(B) by redesignating subparagraph (B) as

subparagraph (C),
(C) by strikIng "1013" in subparagraph

(C) (as redesignated), and
(D) by inserting after subparagraph (A)

the following new subparagraph:
"(B) he has transmitted a special message

under section 1013 with respect to a pro-
posed resèlssion and".

(d) Section 1016 (as redesignated) Is
amended by striking "1012 or 1013" each
place it appears and InsertIng "1012. 1013.
or 1014".

(e) Section 1012(b) Is amended by Insert-
big before the last sentence the followini
new sentence: "The preceding sentenc4
shall not apply to any Item of budget au
thority proposed by the President to be re
scinded under this section that the Presi -
dent has also proposed to rescind under sec
tion 1013 and with respect to which the 45-
day period referred to in subsection (e) ol
such section has not expired,".

(f) The table of sections set forth in sec-
tion 1(b) Is amended—

(1) by redesignating the items relating to
sections 1013 through 1017 as items relating
to sections through 1018. respectively', and

(2) by Inserting after the item relating to
section 1012 the following new item:
"Sec. 1013. Rescission of spending outside of

congressional budget.".
SEC. 15-1004. CONFORMING AMENDMENT TO TITLE

SI, UNITED STATES CODE.

(a) The analysis of chapter 13 of title 31.
United States Code, Is amended by inserting
after the item relating to section 1310 the
following new items:

"Section 1311. Continuing appropriation,
"Section 1312. Contingency regulations.
"Section 1313. Appropriations must be bi-eaL
"Section 1314, ProtectIon of social securi-

ty from budget defMt reduction measures,".
(b) Paragraph (5) of section 1105(a) of

title 31, United States Code, Is amended to
read as follows:

"(5) except as provided in subsection (b) of
this section—

"(A) estimated expenditures and proposed
appropriations for each function and sub.
function in the current fIscal year;

"(B) estimated expenditures and proposed
appropriations the President decides are
necessary to support the Government for
each function and subfunction in the fiscal
year for which the budget Is submitted and

"(C) a comparison of levels of estimated
expenditures and proposed appropriations
for each fu ictiion and subfunctlon in the
current fiscal year and the fiscal year for
which the budget Is submitted, along with
the proposed increase or decrease of spend-
big in percentage terms for each function
and subfunction".
SEC. 15-1006. CONFORMING AMENDMENT TO THE

BALANCED BUDGET AND EMERGENCY
DEFICIT CONTROL ACT OF 1585.

Section 251(aX6) of the Balanced Budget
and Emergency Deficit Control Act of 1985
(2U.8.C. 901(aX6)) Is amended by adding at
the end of the following "For purposes of
subparagraph (B), continuing appropria
tions made pursuant to section 1311 of title
31, United States Code, shall be treated as
continuing appropriations for an entire
fiscal period.".

"On or before:
Fifteenth day after the

session begins.

February 15.__..,..,._._,_

February 25..,,,._..,.

April 15

____

President signs Joint res-
olution, or Congress
overrides veto.

June

September30

October
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SubUUe K—Definition and Rules ofInon

WC. Il-ilL DorINITICIlL
(a) DrumO19 or Bvsesr Igw.—Sec'on

3(4) (2 U.S C. 62*4), mtIn4ng general
definitions wider the Budget Act) Is amend-
ed to read as follows:

'(4) The term 'budget law' or 'joint resolu-
tion on the budget' means—

"LA) a Joint resolution setting forth the
simplif led budget for the United States 0ev-
senment for a fiscal period ma provided in
sectIon 301; and

'(B) any other Joint resolution revising the
budget for the United States Government
for a fiscal period as described In section
Sot".

(b) Oinxa D .ziiizoNs.—Sectlon 3 (2
U.S.C. 622) Ia further amended by adding at
the end the following new paragraphs:

"(11) The term 'major functional catego-
ry' refers to the groupings of budget author-
fty, budget outlays. and credit authority (in-
eluding continuing appropriations pursuant
to sectIon 1311 of title $1, United States
Code) Into any one of the foflowing

'Function 060: NaZional Defense
'Function 150: internatIonal Affairs
"Function 250: General Science, Space

and Technology
"Function 270: Energy
'Function 300: Natural Resources and En-

vironment
Pun.ction 350: Agriculture

CONGRESSIONAL RECORD — HOUSE
'Pwztioa 400: Transportation
'Pww.Uon 450: CommunIty and Regional

Development
Punction 100: bt4cu, 1nfrig -

ployment and Social Servloea
"Function 560: Health
"Function 570: MedIcare
'FunctIon 100: Income Security
"Function 650: Social Security
'FunctIon 700: Veterans Benefits and

Services
"FunctIon 150: Administration of Justice
'Function 800: General Government
'Functton P00: Net interest
"FunctIon 920: Allowances
"FunctIon 950: Uncllstributed Offsetting

Receipts.".
"(12) The term 'budget ceiling' means the

dollar amount set forth In $ budget law for
a major functional category.

"(13) 'Ibe term 'spending bill' means any
bill or resolution, or amendment thereto or
conference report thereon. which provides
budget $uthorlty, spending authority, credit
authority, or outlays.

"(14) the term 'fiscal period' means the
twelve-month fIscal year begInning October
1 currently in use, or any other fiscal period
(such as $ biennial period) that may subse-
quently be adopted for the management of
the budget of the United States,"

October 15, 1990
mc U-IllS. AKNDMENTS TO CONGRESSIONAL

BUDGET £ND IMPOUNDMENT CON.
TROLACTOF 1t74.

Except as otherwise expressly provided,
whenever any provision of this Act Is cx-
premed as an amendment to a section or
other provision, the reference shall be
deemed to be made to a secton or other
provision of the Congressional Budget and
Impoundment Control Act of 1974.
MC. 11-1111. USE Of TERMS.

Whenever Sny term Is used in this Act
which is defined in sectIon 3 of the Congres-
sional Budget and Impoundment Control
Act of 1914. the term shall have the mean-
Ing given to such term in that Act.

Sub title L—Effective Date
MC Il-ISSI. GENERAL PROVISION.

Except as provided in section 15-1202 this
Act and the amendments made by It shall
become effective January 1, 1991, and shall
apply to fiscal periods beginning after Sep-
tember 30, 1991.
SEC. 15-1202. FISCAL TEAR 1991.

Notwithstanding subsection (a). the provi-
sions of—

(1) the Congressional Budget and Im
poundment Control Act of 1974.

(2) title 31 UnIted States Code, and
(3) the Balanced Budget and Emergency

Deficit Control Act of 1985. (as such provi-
sions were In effect on the day before the
effective date of this Act) shall apply to the
fiscal year beginning on October 1, 1990.





House Calendar No. 193101st CONGRESS
2d Session

H. RES. 509
{Report No. 101-882]

Providing for the consideration of the bill (H.R. 5835) to provide for
reconciliation pursuant to section 4 of the concurrent resolution on the
budget for the fiscal year 1991.

IN THE HOUSE OF REPRESENTATIVES
October 16 (legislative day, October 15), 1990

Mr. Derrick, from the Committee on Rules, reported the following resolution;
which was referred to the House Calendar and ordered to be printed

RESOLUTION
Providing for the consideration of the bill (H.R. 5835) to provide for

reconciliation pursuant to section 4 of the concurrent resolution on thebudget for the fiscal year 1991.

Resolved, That at any time after the adoption of this resolution the
Speaker may, pursuant to clause 1(b) of rule XXIII, declare the House
resolved into the Committee of the Whole House on the State of the Union for
the consideration of the bill (H.R. 5835) to provide for reconciliation
pursuant to section 4 of the concurrent resolution on the budget for thefiscal year 1991, and the first reading of the bill shall be dispensed with.
All points of order against the bill and against its consideration are herebywaived, except that the chairman of the Committee on Ways and Means, or hisdesignee, is authorized to raise points of order under clause 5(b), rule XXI.After general debate, which shall be confined to the bill and the amendmentsmade in order by this resolution and which shall not exceed three hours, tobe equally divided and controlled by the chairman and ranking minority memberof the Committee on the Budget, the bill shall be considered as having beenread for amendment under the five-minute rule. The amendments printed in partone of the report of the Committee on Rules accompanying this resolutionshall be considered as having been adopted in the House and in the Committeeof the Whole. No other amendment to the bill shall be in order in the House
or in the Committee of the Whole except those printed in part two of thereport of the Committee on Rules or as specified herein. It shall be in orderto consider en bloc the amendments printed in the report of the Committee onRules, if offered by Representative Rostenkowski, or his designee, and said
amendments en bloc shall be considered as having been read. Said amendmentsen bloc shall be debatable for the period specified in the report, equally
divided and controlled by the proponent and a Member opposed thereto. Saidamendments en bloc shall not be subject to amendment, or be subject to ademand for a division of the question in the House or in the Committee of theWhole. All points of order are hereby waived against the amendments printed



in the report. It shall be in order to consider en bloc amendments offered by

Representative Panetta of California, or his designee, and said amendments en

bloc shall not be subject to amendment, or to a demand for a division of the

question in the House or in the Committee of the Whole. Said amendments en

bloc shall be considered as having been read, shall be debatable for not to

exceed thirty minutes, equally divided and controlled by the proponent and a

Member opposed thereto. All points of order against the amendments en bloc

are hereby waived. At the conclusion of the consideration of the bill for

amendment, the Committee shall rise and report the bill to the House with

such amendments as may have been adopted, and the previous question shall be

considered as ordered on the bill and amendments thereto to final passage

without intervening motion except one motion to recommit, which may not

include instructions.
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101ST CONGRESS REPORT
2d Session

}

HOUSE OF REPRESENTATIVES
( 101-882

PROVIDING FOR THE CONSIDERATION OF H.R. 5835

OCTOBER 16 (legislative day, OCTOBER 15), 1990.—Referred to the House Calendar
and ordered to be printed

Mr. DERRICK, from the Committee on Rules,
submitted the following

REPORT

[To accompany H. Res. 509]

The Committee on Rules, having had under consideration House
Resolution 509, by nonrecord vote, report the same to the House
with the recommendation that the resolution do pass.

The following are the amendments made in order under House
Resolution 509.

PART 1

At the end of the bill insert the following:

TITLE XI V—BUDGET PROCESS REFORM
SEC. 14001. TABLE OF CONTENTS.

TITLE XIV—BUDGET PROCESS REFORM
Sec. 14001. Short title; table of contenth.

Subtitle A—Amendments to the Balanced Budget and Emergency Deficit Control
Act of 1985 and Related Amendments

PART I—AMENDMENTS TO ThE BALANCED Burxrr D EMERGENCY DEF'icrr CONTROL
Ac-r o 1985

Sec. 14101. Sequestration.

PART H—RKi.*.rzr AMENDMEN1'S

Sec. 14111. Temporary Amendments to the Congressional Budget Act of 1974.
Sec. 14112. Conforming amendments.

Subtitle B—Permanent Amendments to the Congreional Budget and
Impoundment Control Act of 1974

Sec. 14201. Credit Accounting.
49—008
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Subtitle C—Social Security

Sec. 14301. Off-budget Status of OASDI Trust Funds.
Sec. 14302. Protection of OASDI Trust Funds.
Sec. 14303. Report to the Congress by the Board of Trustees of the OASDI Trust

Funds Regarding the Actuarial Balance of the Trust Funds.
Sec. 14304. Effective Date.

Subtitle D—Treatment of Fiscal Year 1991 Sequestration

Sec. 14401. Restoration of Funds Sequestered.

Subtitle E—Government-sponsored Enterprises

Sec. 14501. Financial Safety and Soundness of Government-Sponsored Enterprises.

Subtitle A—Amendments to the Balanced Budget and
Emergency Deficit Control Act of 1985 and Related
Amendments

PART I—AMENDMENTS TO THE BALANCED BUDGET AND
EMERGENCY DEFICIT CONTROL ACT OF 1985

SEC. 14101. SEQUESTRATION.
Part C of the Balanced Budget and Emergency Deficit Control

Act of 1985 (2 U.S.C. 901 et seq.) is amended to read as follows:
"SEC. 250. TABLE OF CONTENTS; DEFINITIONS.

"(a) TABLE OF CONTENTS.—
"Sec. 250. Table of contents; definitions.
"Sec. 251. Enforcing discretionary spending limits.
"Sec. 252. Enforcing pay-as-you-go.
"Sec. 253. Enforcing deficit targets.
"Sec. 254. Reports and orders.
"Sec. 255. Exempt programs and activities.
"Sec. 256. Special rules.
"Sec. 257. The baseline.
"Sec. 258. Suspension in the event of war or low growth.
"Sec. 259. Modification of presidential order.

"(b) DEFINITIoNs.—
"As used in this part:

"(1) The terms 'budget authority', 'outlays', and 'deficit' have
the meanings given to such terms in section 3 of the Congres-
sional Budget and Impoundment Control Act of 1974 (but in-
cluding the treatment specified in section 257(bX3) of the
Health Insurance Trust Fund) and the terms 'maximum deficit
amount' and 'discretionary spending limit' shall mean the
amounts specified in section 601 of that Act as adjusted under
section 251 and 253 of this Act.

"(2) The terms 'sequester' and 'sequestration' refer to or
mean the cancellation of budgetary resources provided by dis-
cretionary appropriations or direct spending law.

"(3) The term 'breach' means, for any fiscal year, the
amount (if any) by which new budget authority or outlays for
that year (within a category of discretionary appropriations) is
above the category's discretionary spending limit for new
budget authority or outlays for that year, as the case may be.

"(4) The term 'category' means:
"(A) For fiscal years 1991, 1992, and 1993, any of the fol-

lowing subsets of discretionary appropriations: defense,
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international, or domestic. Discretionary appropriations in
the defense category shall be those so designated in the
joint statement of managers accompanying the conference
report on the Omnibus Budget Reconciliation Act of 1990.
Discretionary appropriations in the international category
shall be those so designated in the joint statement of man-
agers accompanying the conference report on the Omnibus
Budget Reconciliation Act of 1990. All other discretionary
appropriations shall be in the domestic category. New ac-
counts or activities shall be categorized in accordance with
the procedures set forth in section 1104 of title 31, United
States Code.

Contributions to the United States to offset the cost of operation
desert shield are not counted within any category.

"(B) For fiscal years 1994 and 1995, all discretionary ap-
propriations.

"(5) The term 'baseline' means the projection (described in
section 257) of current-year levels of new budget authority, out-
lays, receipts, and the surplus or deficit into the budget yearand the outyears.

"(6) The term 'budgetary resources' means—
"(A) with respect to budget year 1991, new budget au-

thority; unobligated balances; new loan guarantee commit-
ments or limitations; new direct loan obligations, commit-
ments, or limitations; direct spending authority; and obli-gation limitations; or

"(B) with respect to budget year 1992, 1993, 1994, or
1995, new budget authority; unobligated balances; direct
spending authority; and obligation limitations.

"(7) The term 'discretionary appropriations' means budget-
ary resources (except to fund direct-spending programs) provid-ed in appropriation Acts.

"(8) The term 'direct spending' means—
"(A) budget authority provided by law other than appro-

priation Acts;
"(B) budget authority for mandatory appropriations; and
"(C) the food stamp program.

"(9) The term 'current' means, with respect to 0MB esti-
mates included with a budget submission under section 1105(a)of title 31, United States Code, the estimates consistent withthe economic and technical assumptions underlying that
budget and with respect to estimates made after submission of
the fiscal year 1992 budget that are not included with a budget
submission, estimates consistent with the economic and techni-
cal assumptions underlying the most recently submitted Presi-dent's budget.

"(10) The term 'real economic growth', with respect to anyfiscal year, means the growth in the gross national product
during such fiscal year, adjusted for inflation, consistent with
Department of Commerce definitions.

'(11) The sale of an asset means the sale to the public of—
"(A) any financial asset sold in fiscal year 1991,
"(B) any financial asset other than a loan asset sold

after fiscal year 1991, or
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"(C) any physical asset other than one produced on a
current basis, except any asset acquired by the Govern-
ment under an insurance program or as a result of a de-
fault under a loan or loan-guarantee program.

"(12) The term 'prepayment of a loan' means payments to
the United States made in advance of the slowest payment
schedule allowed or set by law or contract when the financial
asset is first acquired.

"(13) The term 'account' means an item for which appropria-
tions are made in any appropriation Act and, for items not pro-
vided for in appropriation Acts, such term means an item for
which there is a designated budget account identification code
number in the President's budget.

"(14) The term 'budget year' means, with respect to a session
of Congress, the fiscal year of the Government that starts on
October 1 of the calendar year in which that session begins.

"(15) The term 'current year' means, with respect to a
budget year, the fiscal year that immediately precedes that
budget year.

"(16) The term 'outyear' means, with respect to a budget
year, any of the fiscal years that follow the budget year
through fiscal year 1995.

"(17) The term '0MB' means the Director of the Office of
Management and Budget.

"(18) The term 'CBO' means the Director of the Congression-
al Budget Office.

"SEC. 251. ENFORCING DISCRETIONARY SPENDING LIMITS.

"(a) FISCAL YEARS 1991-1995 ENFORCEMENT.—
"(1) SEQuE5TRA'rIoN.—Within 15 calendar days after Con-

gress adjourns to end a session, there shall be a sequstratiOn to
eliminate a budget-year breach, if any, within any category.

"(2) ELIMINATING A BREACH—Each non-exempt account
within a category shall be reduced by a dollar amount calculat-
ed by multiplying the enacted level of sequestrable budgetary
resources in that account at that time by the uniform percent-
age necessary to eliminate a breach within that category;
except that the health programs set fOrth in section 256(e)
shall not be reduced by more than 2 percent and the uniform
percent applicable to all other programs under this paragraph
shall be increased (if necessary) to a level sufficient to elimi-
nate that breach. If, within a category, the discretionary spend-
ing limits for both new budget authority and outlays are
breached, the uniform percentage shall be calculated by—

"(A) first, calculating the uniform percentage necessary
to eliminate the breach in new budget authority, and

"(B) second, if any breach in outlays remains, increasing
the uniform percentage to a level sufficient to eliminate
that breach.

"(3) MILITARY pERSONNEL.—If the President uses the author-
ity to exempt any military personnel from sequestration under
section 255(h), each account within subfunctional category 051
other than those military personnel accounts for which the au-
thority provided under section 255(h), has been exercised shall
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be further reduced by a dollar amount calculated by multiply-
ing the enacted level of non-exempt budgetary resources in
that account at that time by the uniform percentage necessaryto offset the total dollar amount by which outlays are not re-duced in military personnel accounts by reason of the use ofsuch authority.

"(4) PART-YEAR APpR0pRIATI0Ns.—If on the date specified in
paragraph (1), there is in effect an Act making or continuing
appropriations for part of a fiscal year for any non-exempt
budget account, then—

"(A) the enacted amount in that account shall bedeemed to be the annualized amount otherwise availableby law; and
"(B) the dollar sequestration calculated for that account

under paragraphs (2) and (3) shall be subtracted from—
'(i) the annualized amount otherwise available bylaw in that account under that or a subsequent part-

year appropriation; and
"(ii) when a full-year appropriation for that account

is enacted, from the amount otherwise provided by the
full-year appropriation.

"(5) LOOK-BACK.----If, after the date specified in paragraph (1),
an appropriation for the fiscal year in progress is enacted that
causes a breach within a category for that year (after takinginto account any sequestration of amounts within that catego-
ry), the discretionary spending limits for that category for the
next fiscal year shall be reduced by the amount or amounts ofthat breach.

"(6) 0MB EST!MATE5.—Withjn 5 calendar days after the en-actment of any discretionary appropriations, 0MB shall pub-lish in the Federal Register an estimate of the amount of dis-
cretionary new budget authority and outlays for the current
year (if any) and the budget year provided by that legislation.
0MB shall use those published estimates for the purposes ofthis subsection.

"(b) ADJUSTMENTS TO DISCRETIONARY SPENDING LIMITS.—(1) Whenthe President submits the budget under section 1105(a) of title 31,United States Code, for budget year 1992, 1993, 1994, or 1995(except as otherwise indicated), 0MB shall calculate (in the order
set forth below), and the budget shall include, adjustments to dis-
cretionary spending limits (and those limits as cumulatively adjust-ed) for the budget year and each outyear through 1995 to reflectthe following:

"(A) CHANGES IN CONCEP'rs AND DEFINITION5.—The adjust-
ments produced by the amendments made by subtitles A and Bof title XIV of the Omnibus Budget Reconciliation Act of 1990or by any other changes in concepts and definitions shall bethe baseline levels of new budget authority and outlays using
current concepts and definitions minus those levels using the
concepts and definitions in effect before such changes.

"(B) CHANGES IN INFLATION.—(j) For a budget submitted for
budget year 1992 or 1993, the adjustments produced by changes
in inflation shall be the levels of discretionary new budget au-thority and outlays in the baseline (calculated using current
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estimates) subtracted from those levels in that baseline recal-
culated with the baseline inflators multiplied by the inflation
adjustment factor computed under clause (ii).

"(ii) For a budget year the inflation adjustment factor shall
be the ratio between the level of cumulative inflation meas-
ured for the fiscal year most recently completed and the appli-
cable estimated level for that year set forth below:

"For 1990, 130 3
"For 1991, 137 1
"For 1992, 142.7.
"For 1993, 147.4.

Cumulative inflation shall be measured by the index of the
fiscal year average of the estimated gross national product im-
plicit price deflator, with the calendar year 1989 index equal to
100.0.

"(C) CREDIT REESTIMATES.—FOr a budget submitted for budget
year 1993 or 1994, the adjustments produced by reestimates to
costs of Federal credit programs shall be, for any such pro-
gram, a current estimate of new budget authority and outlays
associated with a baseline projection of the prior year's gross
loan level for that program minus the baseline projection of
the prior year's new budget authority and associated outlays
for that program.

"(2) When 0MB submits a sequestration report under section
254(e) for fiscal year 1991, 1992, 1993, 1994, or 1995 (except as oth-
erwise indicated), 0MB shall calculate (in the order set forth
below), and the sequestration report and subsequent budgets sub-
mitted by the President under section 1105(a) of title 31, United
States Code, shall include, adjustments to discretionary spending
limits (and those limits as adjusted) for the fiscal year and each
succeeding year thorugh 1995, as follows:

"(A) IRS FUNDING.—TO the extent that appropriations re-
quested by the President are enacted that provide additional
new budget authority or result in additional outlays (as com-
pared to the summer 1990 CBO baseline) for the Internal Reve-
nue Service compliance initiative in any fiscal year, the adjust-
ments for that year shall be those amounts, but shall not
exceed the amounts set forth below:

"For fiscal year 1991, $191,000,000 in new budget author-
ity and $183,000,000 in outlays.

"For fiscal year 1992, $172,000,000 in new budget author-
ity and $169,000,000 in outlays.

"For fiscal year 1993, $183,000,000 in new budget author-
ity and $179,000,000 in outlays.

"For fiscal year 1994, $187,000,000 in new budget author-
ity and $183,000,000 in outlays.

"For fiscal year 1995, $188,000,000 in new budget author-
ity and $184,000,000 in outlays.

"(B) DEBT FO1GIvENE55.—If in calendar year 1990 or 1991 an
appropriation is enacted that provides debt relief proposed by
the President and approved by the Congress, the adjustments
shall be the estimated costs of that forgiveness, but shall not
exceed the amounts set forth below:
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"For fiscal year 1991, $157,000,000 in new budget author-ity and $207,000,000 in outlays.
"For fiscal year 1992, $177,000,000 in new budget author-ity and $294,000,000 in outlays.
"For fiscal year 1993, $205,000,000 in new budget author-ity and $361,000,000 in outlays.
"For fiscal year 1994, $246,000,000 in new budget author-ity and $446,000,000 in outlays.
"For fiscal year 1995, $300,000,000 in new budget author-ity and $522,000,000 in outlays.

"(C) IMF FTJNDING.—If for fiscal year 1992, 1993, 1994, or1995, an appropriation is enacted that provides amounts for aquota increase to the International Monetary Fund, the adjust-ment shall be the amount provided.
"(D) EMERGENCY APPROPRIATIONS_If for fiscal year 1991,1992, 1993, 1994, or 1995, appropriations are enacted that thePresident determines are for emergency purposes, the adjust-ment shall be the total of such appropriations determined to befor emergency purposes and the outlays flowing in all yearsfrom such appropriations.
"(E) SPECIAL ALLOWANCE FOR NEW BUDGET AUTHORrFY.-_If forfiscal year 1991, 1992, or 1993, the amount of discretionary newbudget authority provided in appropriation Acts exceeds thediscretionary spending limit on new budget authority for anycategory for a fiscal year, the adjustment is the amount of theexcess, but not to exceed 0.2 percent of the sum of the adjusteddiscretionary spending limits on new budget authority for allcategories for that year. However, the sum of special allowanceadjustments in all categories for that year shall not exceed 0.4percent of the sum of the limits on new budget authority forall categories for that year. Adjustments that would exist butfor the preceding sentence shall be reduced by the uniformpercentage necessary to comply with that sentence.

"(F) SPECIAL OTJTLY ALLOWANCE.—If in any fiscal yearexcept 1991 outlays for a category exceed the discretionary
spending limit for that category but new budget authority doesnot exceed its limit for that category (after application of thefirst step of a sequestration described in subsection (a)(2), ifnecessary), the adjustment is the amount of the excess, but notto exceed $2,500,000,000 in the defense category, $1,500,000,000in the international category, or $2,500,000,000 in the domesticcategory (as applicable) in fiscal year 1992 or 1993, and not toexceed $6,500,000,000 in fiscal year 1994 or 1995."(c) APPLICABILITY OF ADJUsTED LIMIT5.—Discretionary spendinglimits as adjusted by this section shall be considered to be the ap-plicable limits for all purposes of this Act.

"SEC. 252. ENFORCING PAY.AS.YOUGO.
"(a) FISCAL YEARS 1992—1995 ENFORCEMENT._The purpose of thissection is to assure that any legislation (enacted after the date ofenactment of this section) affecting direct spending or receipts thatincreases the deficit in any fiscal year covered by this Act will trig-ger an offsetting sequestration.
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"(b) SEQUESTRATION; LOOK-BACK—On October 15 of each fiscal

year, there shall be a sequestration to offset the amount of any net
deficit increase in that fiscal year and the prior fiscal year caused

by all direct spending and receipts legislation enacted after the
date of enactment of this section (after adjusting for any sequestra-
tion of direct spending accounts in a prior year). 0MB shall calcu-

late the amount of deficit increase, if any, in those fiscal years by

adding—
"(1) all estimates of direct spending and receipts legislation

published under subsection (e) applicable to those fiscal years,
except that any amounts included in such estimates resulting
from full funding of, and continuation of, deposit insurance
law in effect on the date of enactment of this section shall not
be included in the addition; and

"(2) the estimated amount of savings in direct spending pro-
grams applicable to those fiscal years resulting from the prior
year's sequestration under this section or section 253, if any, as
published in OMB's October 15 sequestration report for that
year.

"(c) ELIMINATING A DEFICIT INCREA5E.—(l) The first
$5,000,000,000 required to be sequestered in a fiscal year under sub-
section (a) shall be obtained from non-exempt direct spending ac-
counts. Half of any remaining amounts required to be sequestered
in that fiscal year, if any, shall be obtained from such accounts and

half from non-exempt discretionary appropriation accounts.
"(2) Actions to reduce direct spending accounts shall be taken in

the following order:
"(A) FrnsT.—All reductions in automatic spending increases

specified in section 256(a) shall be made.
"(B) SECOND.—If additional reductions in direct spending ac-

counts are required to be made, the maximum reductions per-
missible under sections 256(b) (guaranteed student loans) and
256(c) (foster care and adoption assistance) shall be made.

"(C) THIRD.—If additional reductions in direct spending ac-
counts are required to be made, each remaining non-exempt
direct spending account shall be reduced by the uniform per-
centage necessary to make the reductions in direct spending
required by paragraph (1); except that the medicare programs
specified in section 256(d) shall not be reduced by more than 4
percent and the uniform percentage applicable to all other
direct spending programs under this paragraph shall be in-

creased (if necessary) to a level sufficient to achieve the re-
quired reduction in direct spending.

"(3) Each non-exempt discretionary appropriation account shall
be reduced by the uniform percentage necessary to make the reduc-

tions in discretionary appropriations required by paragraph (1);
except that the health programs set forth in section 256(e) shall not
be reduced by more than 2 percent and the uniform percent appli-
cable to all other programs under this paragraph shall be increased
(if necessary) to a level sufficient to eliminate that breach; except

that adjustments shall be made if any military personnel are
exempt under the procedure set forth in section 251(a)(3).

"(4) For purposes of this subsection, accounts shall be assumed to
be at the level in the baseline.
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"(d) PART-YEAR APPROPRIATIONS.—If, on October 15, there is ineffect an Act making or continuing appropriations for part of afiscal year for any non-exempt budget account, then the dollar se-questration calculated for that account under subsection (c) shall
be subtracted from—

"(1) the annualized amount otherwise available by law inthat account under that or a subsequent part-year appropria-
tion; and

"(2) when a full-year appropriation for that account is en-
acted, from the amount otherwise provided by the full-year ap-propriation; except that the amount to be substracted from
that account shall be reduced (but not below zero) by the sav-ings achieved by that appropriation when the enacted amountis less than the baseline for that account.

"(e) 0MB ESTIMAT.—Wjthin 15 calendar days after the enact-ment of any direct spending or receipts legislation enacted after
the date of enactment of this section, 0MB shall publish in theFederal Register an estimate of the amount of change in outlays orreceipts, as the case may be, in each fiscal year through fiscal year1995 resulting from that legislation. Those estimates shall be made
using current economic and technical assumptions.
"SEC. 253. ENFORCING DEFICIT TARGETS.

"(a) SEQUESTRATION.—On October 15 of each fiscal year, after any
sequestration required by section 252 (pay-as-you-go), there shall bea sequestration to eliminate the excess deficit (if any remains) if itexceeds the margin. The excess deficit is the amount, if any, bywhich the estimated deficit for the budget year exceeds the maxi-
mum deficit amount for that year minus the deposit insurancereestimate for that year, if any, calculated under subsection (h).

"(b)ESTIMATED DEFICIT; MARGIN.—
"(1) ESTIMATED DEFICIT.—The estimated deficit for the budgetyear is the baseline deficit for that year on the applicable

snapshot date minus any reductions required to be made under
section 252, except that for purposes of estimating the deficit,
outlays for discretionary appropriations shall be assumed to be
at the discretionary spending limits set forth in the most recent
President's budget submitted under section ll05(a) of title 31,
United States Code, for that year, rather than at baseline levels.

"(2)MARGIN.—The 'margin' for fiscal year 1994 or 1995 is
$15,000,000,000 minus any outlay adjustments for that year
under section 251(bX2XAXii).

"(c) DIVIDING THE SEQUESTRATION._TO eliminate the excess defi-cit in a budget year, half of the required outlay reductions shall beobtained from non-exempt defense accounts (accounts designated asfunction 050 in the President's fiscal year 1991 budget submission)and half from non-exempt, non-defense accounts (all other non-exempt accounts).
"(d) DEFENSE.—Each non-exempt defense account shall be re-duced by a dollar amount calculated by multiplying the baselinelevel of sequestrable budgetary resources in that account at thattime by the uniform percentage necessary to carry out subsection
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(cX2), except that adjustments shall be made if any military person-
nel are exempt under the procedure set forth in section 251(a)(3).

"(e) NoNDEFENsE.—Action5 to reduce non-defense accounts shall

be taken in the following order:
"(1) FIRST.—All reductions in automatic spending increases

under section 256(a) shall be made.
"(2) SECOND.—If additional reductions in non-defense ac-

counts are required to be made, the maximum reduction per-
missible under sections 256(b) (guaranteed student loans) and
256(c) (foster care and adoption assistance) shall be made.

"(3) TrnRn.—If additional reductions in non-defense accounts
are required to be made, each remaining non-exempt, non-de-

fense account shall be reduced by the uniform percentage nec-
essary to make the reductions in non-defense outlays required

by subsection (cX2), except that—
"(A) the medicare program specified in section 256(d)

shall not be reduced by more than 2 percent in total in-
cluding any reduction of less than 2 percent made under
section 252 or, if it has been reduced by 2 percent or more
under section 252, it may not be further reduced under
this section; and

"(B) the health programs set forth in section 256(e) shall

not be reduced by more than 2 percent in total (including

any reduction made under section 252),
and the uniform percent applicable to all other programs
under this subsection shall be increased (if necessary) to a level

sufficient to achieve the required reduction in non-defense out-
lays.

"U) BASELINE ASsuMPTIONs; PART-YEAR APPROPRIATION5.

"(1) Bu1xEr AssuMPnoNs.—For purposes of subsections (c),
(d), and (e), accounts shall be assumed to be at the level in the

baseline.
"(2) PART-YEAR APPROPRIATION5.—If, on October 15, there is

in effect an Act making or continuing appropriations for part
of a fiscal year for any non-exempt budget account, then the
dollar sequestration calculated for that account under subsec-
tion (d) or (e), as applicable, shall be subtracted from—

"(A) the annualized amount otherwise available by law
in that account under that or a subsequent part-year ap-
propriation; and

"(B) when a full-year appropriation for that account is
enacted, from the amount otherwise provided by the full-
year appropriation; except that the amount to be seques-
tered from that account shall be reduced (but not below
zero) by the savings achieved by that appropriation when
the enacted amount is less than the baseline for that ac-
count.

"(g) ADJUSTMENTS TO MAXIMUM DEFICIT AMouNTS.—

"(1) ADJUSTMENTS.—
"(A) When the President submits the budget for fiscal

year 1992, the maximum deficit amounts for fiscal years
1992, 1993, 1994, and 1995 shall be adjusted to reflect up-
to-date reestimates of economic and technical assumptions
and any changes in concepts or definitions. When the



11

President submits the budget for fiscal year 1993, the max-imum deficit amounts for fiscal years 1993, 1994, and 1995shall be further adjusted to reflect up-to-date reestimatesof economic and technical assumptions and any changes inconcepts or definitions.
"(B) When submitting the budget for fiscal year 1994,the President may choose to adjust the maximum deficitamounts for fiscal years 1994 and 1995 to reflect up-to-datereestjmates of economic and technical assumptions andany changes in concepts or definitions. If the Presidentchooses to adjust the maximum deficit amount when sub-mitting the fiscal year 1994 budget, the President maychoose to invoke the same adjustment procedure whensubmitting the budget for fiscal year 1995. In each case,the President must choose between making no adjustmentor the full adjustment described in paragraph (2). If thePresident chooses to make that full adjustment, then thoseprocedures for adjusting discretionary spending limits de-scribed in sections 251(b)(1)(B), 251(b)(1)(C), and 251(b)(2)(E),otherwise applicable through fiscal year 1993 or 1994 (asthe case may be, shall be deemed to apply for fiscal year1994 (and 1995 if applicable).

Each adjustment shall be made by increasing or decreasing themaximum deficit amounts set forth in section 601 of the Con-gressional Budget Act of 1974.
"(2) CALCULATIONS OF ADJUSTMENTS__The required increaseor decrease shall be calculated as follows:

"(A) The baseline deficit or surplus shall be calculatedusing up-to-date economic and technical assumptions,using current concepts and definitions, and for the levelsof discretionary appropriations, using the discretionaryspending limits set forth in section 601 of the Congression-al Budget Act of 1974 as adjusted under section 251."(B) The net deficit increase or decrease caused by alldirect spending and receipts legislation enacted after thedate of enactment of this section (after adjusting for anysequestration of direct spending accounts) shall be calcu-lated for each fiscal year by adding—
"(i) the estimates of direct spending and receipts leg-islation published under section 252(e) applicable toeach such fiscal year; and
"(ii) the estimated amount of savings in directspending programs applicable to each such fiscal yearresulting from the prior year's sequestration underthis section or section 252 of direct spending, if any, aspublished in OMB's final sequestration report for thatyear.

"(C) The amount calculated under subparagraph (B)shall be subtracted from the amount calculated under sub-paragraph (A).
"(D) The maximum deficit amount set forth in section601 of the Congressional Budget Act of 1974 shall be sub-tracted from the amount calculated under subparagraph(C).
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"(E) The amount calculated under subparagraph (D)
shall be the amount of the adjustment required by para-
graph (1).

"(h) TREATMENT OF DEPOSIT INSURANCE.—
"(1) INITIAL E5TIMATE5.—The initial estimates of the net costs

of federa' deposit insurance (assuming full funding of, and con-
tinuation of, existing law) are as follows:

"For fiscal year 1992, $77,700,000,000.
"For fiscal year 1993, $18,800,000,000.
"For fiscal year 1994, —$54,200,000,000.
"For fiscal year 1995, —$45,300,000,000.

"(2) REESTIMATES.—FOr any fiscal year, the amount of the
reestimate of deposit insurance costs shall be calculated by
subtracting the amount set forth in paragraph (1) for that year
from the current estimate of deposit insurance costs (but as-
suming full funding of, and continuation of, deposit insurance
law in effect on the date of enactment of this section).

"SEC. 254. REPORTS AND ORDERS.
"(a) TIMETABLE—The timetable with respect to this part for any

budget year is as follows:
"On or before: Action to be completed:

First Monday in February Lock in 0MB estimating assumptions.
August 15 Initial snapshot.
August 20 Sequester preveiw report;
Latest possible date before October Final snapshot.

15.
October 15 Pay.as-you-go and deficit sequester re-

ports; Presidential order.

Within 15 days after end of session Discretionary sequester reports; Presi-
dential order.

30 Days later GAO compliance report.

If any date specified in this section falls on a Sunday or legal holi-
day, then the requirements for that date shall be considered to fall
on the following day.

"(b) PAY-AS-YOU-GO AND DEFICIT SEQUESTRATION PREVIEW RE-

PORTS.—
"(1) REPORTING REQUIREMENT—On the date specified in sub-

section (a), 0MB and CBO shall each issue a preveiew report
regarding pay-as-you-go and deficit sequestration to the Presi-
dent and the Congress based on laws enacted through the ini-
tial snapshot date.

"(2) PAY-AS-YOU-GO SEQUESTRATION PREVIEW.—The reports re-
Cerred to in paragraph (1) shall set forth, for the current year
and the budget year, estimates for each of the following:

"(A) The amount of the net deficit increase or decrease,
if any, calculated under subsection 252(b).

"(B) A list identifying each law enacted after the date of
enactment of this section included in the calculation of the
amount of deficit increase and specifying the budgetary
effect of each such law.

"(C) The sequestration percentage or (if the required se-
questration percentage is greater than the maximum al-
lowable percentage for medicare) percentages necessary to
eliminate a deficit increase under section 252(c).
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"(3) DEFICIT SEQUESTRATION PREVIEW.—The reports referred
to in paragraph (1) shall set forth for the budget year estimates
for each of the following:

"(A) The maximum deficit amount, the estimated deficit
calculated under section 253(b), the excess deficit, and the
margin.

"(B) The reductions required under section 252, the
excess deficit remaining after those reductions have been
made, and the reductions required from defense accounts
and the reductions required from non-defense accounts.

"(C) The sequestration percentage necessary to achieve
the required reduction in defense accounts under section
253(d).

"(D) The reductions required under sections 253(eXl) and
253(e)(2).

"(E) The sequestration percentage necessary to achieve
the required reduction in non-defense accounts under sec-
tion 253(e)(3).

The reports shall explain the differences (if any) between 0MB and
CBO estimates for each item set forth in this subsection.

"(c) NOTIFICATION REGARDING MILITARY PER5ONNEL.—On orbefore the initial snapshot date specified in subsection (a), the
President shall notify the Congress if he intends to exercise flexi-
bility with respect to military personnel accounts under section
255(h).

"(d) PAY-As-YOU-GO AND DEFICIT SEQUESTRATION REPORT; PREsI-
DENTIAL ORDER.—

"(1) PAY-A5-YOU-(JO AND DEFICIT SEQUESTRATION REPORT.—0n
the date specified in subsection (a), 0MB and CBO shall each
issue a pay-as-you-go and deficit sequestration report, updated
to reflect laws enacted through the final snapshot date, con-
taining all of the information required in the pay-as-you-go and
deficit sequestration preview report. In addition, these reports
shall contain, for the budget year, for each non-exempt account
subject to sequestration, estimates of the baseline level of se-
questrable budgetary resources and resulting outlays and the
amount and percentage of budgetary resources to be seques-tered and resulting outlay reductions. The reports shall also
contain estimates of the effects on outlays of the sequestration
in each outyear through 1995 for direct spending programs.
The reports shall explain significant differences (if any) be-
tween OMBand CBO estimates for each such account.

"(2) PRESIDENTIAL ORDER.—0n the date specified in subsec-
tion (a), if in its pay-as-you-go and deficit sequestration report
0MB estimates that any sequestration is required, the Presi-
dent shall issue an order fully implementing without change
all sequestrations required by 0MB calculations set forth in
that report. This order shall be effective on issuance.

"(e) DISCRETIONARY SEQUESTRATION REPORT; PRESIDENTIAL
ORDER.—

"(1) DISCRETIONARY SEQUESTRATION REPORT.—Within 15 days
after Congress adjourns to end a session, 0MB and CBO shall
each issue a discretionary sequestration report to the President
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and the Congress setting forth estimates for each of the follow-
ing:

"(A) For the current year and each subsequent year
through 1995 the applicable discretionary spending limits
for each category and an explanation of any adjustments
in such limits under section 251.

"(B) For the current year and the budget year the esti-
mated new budget authority and outlays for each category
and the breach, if any, in each category.

"(C) For each category for which a sequestration is re-
quired, the sequestration percentage necessary to achieve
the required reduction.

"(D) For the budget year, for each non-exempt account
subject to sequestration, estimates of the enacted level of
sequestrable budgetary resources and resulting outlays
and the amount of budgetary resources to be sequestered
and resulting outlay reductions, and an explanation of sig-
nificant differences, if any, between 0MB and CBO esti-
mates for each such account.

"(2) PE5IDENTIAL O}DE}.—On the date specified in subsec-
tion (a), if in its discretionary sequestration report 0MB esti-
mates that any sequestration is required, the President shall
issue an order fully implementing without change all seques-
trations required by 0MB calculations set forth in that report.
This order shall be effective on issuance.

"U) GAO COMPLIANCE REPOT.—On the date specified in subsec-
tion (a), the Comptroller General shall submit to the Congress and
the President a report on—

"(1) the extent to which each order issued by the President
under this section complies with all of the requirements con-
tained in this part, either certifying that the order fully and
accurately complies with such requirements of indicating the
respects in which it does not; and

"(2) the extent to which each report issued by 0MB or CBO
under this section complies with all of the requirements con-
tained in this part, either certifying that the report fully and
accurately complies with such requirements or indicating the
respects in which it does not.

"(g) Low-Gowm REPOT.—At any time, CBO shall notify the
Congress if—

"(1) during the period consisting of the quarter during which
such notification is given, the quarter preceding such notifica-
tion, and the 4 quarters following such notification, CBO or
0MB had determined that real economic growth is projected or
estimated to be less than zero with respect to each of any 2
consecutive quarters within such period; or

"(2) the Department of Commerce advance reports of actual
real economic growth (or any subsequent revision thereof) indi-
cate that the rate of real economic growth for each of the most
recently reported quarter and the immediately preceding quar-
ter is less than one percent.

"(h) ECONOMIC AND TECHNICAL AssuMPTIoNs.—In all reports re-
quired by this section, 0MB shall use the same economic and tech-
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nical assumptions as used in the most recent budget submitted by
the President under section l105(a) of title 31, United States Code.

"(i) PRINTING OF REP0RTS.—Each report submitted under this sec-
tion shall be submitted to the Federal Register on the day that it is
issued and printed on the following day.
"SEC. 255. EXEMPT PROGRAMS AND ACTIVITIES.

"(a) SOCIAL SECURITY BENEFITS AND TIER I RAILROAD RETIREMENT
BENEFITS.—Benefits payable under the old-age, survivors, and dis-
ability insurance program established under title II of the Social
Security Act, or in benefits payable under section 3(a), 3(0(3), 4(a),
or (4)f of the Railroad Retirement Act of 1974, shall be exemptfrom reduction under any order issued under this part.

"(b) NET INTERE5T.—No reduction of payments for net interest
(all of major functional category 900) shall be made under any
order issued under this part.

"(c) VETERANS PROGRAMS.—The following programs shall be
exempt from reduction under any order issued under this part:

National Service Life Insurance Fund (36—8132—0—7—701);
Service-Disabled Veterans Insurance Fund (36—4012—0—3—

701);
Veterans Special Life Insurance Fund (36—8455—0—8—701);
Veterans Reopened Insurance Fund (36—4010—3—701);
United States Government Life Insurance Fund (36—8150—0—

7—701);

Veterans IrLsurance and Indemnity (36—0120—0—1—701);
Special Therapeutic and Rehabilitation Activities Fund (36-

4048—0—3—703);

Veterans' Canteen Service Revolving Fund (36-401-0-3-705);
Benefits under chapter 21 of title 38, United States Code, re-

lating to specially adapted housing and mortgage-protection
life insurance for certain veterans with service-connected dis-
abilities (36—0137—0—1—702);

Benefits under section 907 of title 38, United States Code, re-lating to burial benefits for veterans who die as a result of
service-connected disability (36—0155—0—1—701);

Benefits under chapter 39 of title 38, United States Code, re-
lating to automobiles and adaptive equipment for certain dis-
abled and members of the Armed Forces (36—0137—0—1—702);

Veterans' compensation (36—0153—0—1—701); and
Veterans' pension (36—0154—0—1—701).

"(d) EARNED INCOME TAX CREDIT.—Payments to individuals made
pursuant to section 32 of the Internal Revenue Code of 1954 shall
be exempt from reduction under any order issued under this part.

"(e) TREATMENT OF PAYMENTS AND ADVANCES MADE WITH RE-
5PECT TO UNEMPLOYMENT COMPENSATION PROGRAMS.—FOr purposesof this part—

"(1) any amount paid as regular unemployment compensa-
tion by a State from its account in the Unemployment Trust
Fund (established by section 904(a) of the Social Security Act),

"(2) any advance made to a State from the Federal unem-
ployment account (established by section 904(g) of such Act)
under title XII of such Act and any advance appropriated to
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the Federal unemployment account pursuant to section 1203 of
such Act, and

"(3) any payment made from the Federal Employees Com-
pensation Account (as established under section 909 of such
Act) for the purpose of carrying out chapter 85 of title 5,

United States Code, and funds appropriated or transferred to
or otherwise deposited in such Account,

shall be exempt from reduction under any order issued under this
part.

"(f) LOW-INCOME PROGRAM5.The following programs shall be
exempt from reduction under any order issued under this part:

Aid to families with dependent children (75—0412—0—1—609);
Child nutrition (12—3539—0—1—605);
Commodity supplemental food program (12—3512—0—1—605);
Food stamp programs (12—3505—0—1—605 and 12—3550—0—1—

605);
Grants to States for Medicaid (75—0512—0—1—551);
Supplemental Security Income Program (75—0406—0—1—609);

and
Women, infants, and children program (12—3510—0—1—605).

"(g) NON-DEFENSE UNOBLIGATED BAINCEs.—Unobligated bal-
ances of budget authority carried over from prior fiscal years,
except balances in the defense category, shall be exempt from re-
duction under any order issued under this part.

"(h) OPTIONAL EXEMPTION OF MILITARY PERSONNEL.—
"(1) The President may, with respect to any military person-

nel account, exempt that account from sequestration or pro-
vide for a lower uniform percentage reduction than would oth-
erwise apply.

"(2) The President may not use the authority provided by
paragraph (1) unless he notifies the Congress of the manner in
which such authority will be exercised on or before the initial
snapshot date for the budget year.

(i) OTHER PROGRAMS AND ACTIvITIEs.—
"(1) The following budget accounts and activities shall be

exempt from reduction under any order issued under this part:
Activities resulting from private donations, bequests, or

voluntary contributions to the Government;
Administration of Territories, Northern Marianna Is-

lands Government grants (14—0412—0—1—806);
Alaska Power Administration, Operations and mainte-

nance (89—0304—0—1—271);
Appropriations for the District of Columbia (to the

extent they are appropriations of locally raised funds);
Bonneville Power Administration fund and borrowing

authority established pursant to section 13 of Public Law
93—454 (1974), as amended (89—4045—0—3—271);

Black lung benefits (20—8144—0—7—601),
Bureau of Indian Affairs, miscellaneous payments to In-

dians (14—2303—0—1—452);
Bureau of Indian Affairs, miscellaneous trust funds,

tribal trust funds (14—9973—0—7—999);
CIA retirement and disability system fund (56—3400—0—1—

054);
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Civil Service retirement and disability fund (24—8135—0—
7—602);

Claims, defense (97—0102—0—1—051);
Claims, judgments, and relief acts (20—1895—0—1—806);
Coinage profit fund (20—5811—0—2—803;
Compact of Free Association, economic assistance pursu-ant to Public Law 99—658;
Compensation of the President (11—0001—0—1—802);
Comptroller General retirement system (05—0107—0—1—801);
Comptroller of the Currency;
Customers service permanent appropriations (20—9922—0—

2—852);

Director of the Office of Thrift Supervision;
Dual benefits payments account (60—0111—0—1—601);
Eastern Indian and land claims settlement fund (14-

2202—0—1—806);

Exchange stabilization fund (20—4444—0—3—155);
Farm Credit System Financial Assistance Corporation,interest payments;
Federal Deposit Insurance Corporation;
Federal Deposit Insurance Corporation, Bank InsuranceFund;
Federal Deposit Insurance Corporation, FSLIC Resolu-tion Fund;
Federal Deposit Insurance Corporation, Savings Associa-tion Insurance Fund;
Federal Housing Finance Board;
Federal payment to the railroad retirement account (60—

0113—0—1—601);

Foreign military sales trust fund (11—8242—0—7—155);
Foreign service retirement and disability fund (19—8186--

0—7—602);

Health professions graduate student loan insurance fund
(Health Education Assistance Loan Program) (75—4305—0--
3—553);

Higher education facilities loans and insurance (91—
0240—0—1—502);

International Revenue collections for Puerto Rico (20—
5737—0—2—852);

Intragovernmental funds, including those from whichthe outlays are derived primarily from resources paid infrom other government accounts, except to the extent suchfunds are augmented by direct appropriations for the fiscal
year during which an order is in effect;

Judicial survivors' annuities fund (10—811O—O—7—6o2)
Longshoremens' and harborworkers' compensation bene-

fits (16—9971—0—7—601);
Medical facilities guarantee and loan fund, Federal in-

terest subsidies for medical facilities (75—4430—0—3—551);Military retirement fund (97—8097—0—7—602);
National Credit Union Administration;
National Credit Union Administration, central liquidityfacility;



18

National Credit Union Administration, credit union
share insurance fund;

National Oceanic and Atmospheric Administration re-
tirement (13—1450—0—1—306);

Panama Canal Commission, operation expenses and
Panama Canal Commission, capital outlay (95-5190-0-2-
403);

Payment of Vietnam and USS Pueblo prisoner-of-war
claims (15—0104—0—1—153);

Payment to civil retirement and disability fund (24—
0200—0—1—805);

Payments to copyright owners (03—5175—0—2—376);
Payments to health care trust funds (75—0580—0—1—572);
Payments to military retirement fund (97—0040—0—1—054);
Payments to social security trust funds (75—0404—0—1—

571);
Payments to the foreign service retirement and disabil-

ity fund (11—1036—0—1—153 and 19—0540—0—1—153);
Payments to the United States territories; fiscal assist-

ance;
Payments to trust funds from excise taxes or other re-

ceipts properly creditable so such trust funds;
Payments to widows and heirs of deceased Members of

Congress (00—215—0—1—801);
Pensions for former Presidents (47—0105—0—1—802);
Postal service fund (18—4020—0—3—372);
Railroad retirement tier 11(60—8011—0—7—601);
Resolution Funding Corporation;
Resolution Trust Corporation;
Retired pay, Coast guard (69—0241—0—1—403);
Retirement pay and medical benefits for commissioned

officers, Public Health Service (75—0379—0—1—551);
Salaries of Article III judges;
Special benefit, Federal Employee's Compensation Act

(16—1521—0—1 600);
Special benefits for disabled coal miners (75—0409—0—1—

601);
Soldiers and Airmen's Home, payment of claims (84—

8930—0—7—705);
Southeastern Power Administration, Operations and

maintenance (89—0302—0—1—271);
Southeastern Power Administration, Operations and

maintenance (89—0303—0—1—27 1);
Tax Court judges survivors annuity fund (23-8115-0-7-

602);
Tennessee Valley Authority fund, except nonpower pro-

grams and activities (64—4110—0—3—999);
Thrift Savings Fund (26—8141—0-7—602);
WMATA, interest paymerts (46—0300—0—1—401);
Western Area Power Administration, Construction, re-

habilitation, operations, and maintenance (89-5068—0—2-
271); and

Western Area Power Administration, Colorado River
basins power marketing fund (89—4452—0—3—271).
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Western Area Power Administration, Colorado River
basins power marketing fund (89—4452—0—3—271);

"(2) Prior legal obligations of the Government in the follow-
ing budget accounts and activities shall be exempt from any
order issued under this part:

Agency for International Development, Housing, and
other credit guarantee programs (72—4340—0—3—151);

Agricultural credit insurance fund (12—4140—0—3—351);
Biomass energy development (20—0114—0—1—271);
Check forgery insurance fund (20—4109—0—3—803);
Community development grant loan guarantees (86-

0162—0—1—451);
Credit union share insurance fund (25—4468—0—3—371);
Economic development revolving fund (13—4406—0—3—452);
Employees life insurance fund (24—8424-0—8—602);
Energy security reserve (Synthetic Fuels Corporation)

(20—0112—0—1—271);
Export-Import Bank of the United States, Limitation of

program activity (83—4027—0—3—155);
Federal Aviation Administration, Aviation insurance re-

volving fund (69—4120—0—3—402);
Federal Crop Insurance Corporation fund (12—4085—0—3--

351);
Federal Emergency Management Agency, National flood

insurance fund (58—4236—0—3—453);
Federal Emergency Management Agency, National in-

surance development fund (58—4235—0—3—451);
Federal Housing Administration fund (86—4070—0—3—371);
Federal ship financing fund (69—4301—0—3—403);
Federal ship financing fund, fishing vessels (13-4417—0—

3—376);
Geothermal resources development fund (89—0206-0-1—

271);
Government National Mortgage Association, Guarantees

of mortgage-backed securities (86—4238—0—3—371);
Health education loans (75—4307—0—3—553);
Homeowners assistance fund, Defense (97—4090—0—3—051);
Indian loan guarantee and insurance fund (14-4410-0-3-

452);
International Trade Administration, Operations and ad-

ministration (13—1250—0—1—376);
Low-rent public housing, Loans and other expenses (86—

4098—0—3—604);
Maritime Administration, War-risk insurance revolving

fund (69—4302—0—3—403);
Overseas Private Investment Corporation (71—4030-0-3-

151);
Pension Benefit Guaranty Corporation fund (16-4204-0-

3—601);
Rail service assistance (69—0122—0—1—401);
Railroad rehabilitation and improvement financing fund

(69—4411—0—3—401);
Rural development insurance fund (12—4155—0-3—452);



20

Rural electric and telephone revolving fund (12—4230—8—
3—271);

Rural housing insurance fund (12—4141—0—3—371);
Small Business Administration Business loan and invest-

ment fund (73—4154—0—3—376);
Small Business Administration Lease guarantees revolv-

ing fund (73—4157—0—3—376);
Small Business Administration, Pollution control equip-

ment contract guarantee revolving fund (73—4147—0—3—376);
Small Business Administration, Surety bond guarantees

revolving fund (73—4156—0--3—376);
Veterans Administration, Loan guaranty revolving fund

(36—4025—0—3—704);
Veterans Administration, Servicemen's group life insur-

ance fund (36—4009—0—3—701).
"(j) IDENTIFICATION OF PROGRAMS.—FOr purposes of subsections (0

and (h), programs are identified by the designated budget account
identification code numbers set forth in the Budget of the United
States Government, 1986—Appendix.

"(k) TREATMENT OF FEDERAL ADMINISTRATIVE EXPENSED.—
"(1) Notwithstanding any other provision of this title, admin-

istrative expenses incurred by the departments and agencies,
including independent agencies, of the Federal Government in
connection with any program, project, activity, or account shall
be subject to reduction pursuant to an order issued under sec-
tion 255, without regard to any exemption, exception, limita-
tion, or special rule which is otherwise applicable with respect
to such program, project, activity, or account under this part.

"(2) Notwithstanding any other provision of law, administra-
tive expenses of any program, project, activity, or account
which is self-supporting and does not receive appropriations
shall be subject to reduction under a sequester order, unless
specifically exempted in this joint resolution.

"(3) Payments made by the Federal Government to reim-
burse or match administrative costs incurred by a State or po-
litical subdivision under or in connection with any program,
project, activity, or account shall not be considered administra-
tive expenses of the Federal Government for purposes of this
section, and shall be subject to reduction or sequestration
under this part to the extent (and only to the extent) that
other payments made by the Federal Government under or in
connection with that program, project, activity, or account are
subject to such reduction or sequestration; except that Federal
payments made to a State as reimbursement of administrative
costs incurred by such State under or in connection with the
unemployment compensation programs specified in subsection
(hXl) shall be subject to reduction or sequestration under this
part notwithstanding the exemption otherwise granted to such
programs under that subsection.

"(4) The previous provisions of this subsection shall not
apply with respect to the following:

"(A) Comptroller of the Currency.
"(B) Federal Deposit Insurance Corporation.
"(C) Office of Thrift Supervision.
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"(D) National Credit Union Administration.
"(E) National Credit Union Administration, central li-

quidity facility.
"(F) Federal Retirement Thrift Investment Board.
"(G) Resolution Funding Corporation.
"(H) Resolution Trust Corporation.

"SEC. 256. SPECIAL RULES.
"(a) AUTOMATIC SPENDING INCREA5E5.—Automatic spending in-

creases are increases in outlays due to changes in indexes in the
following programs:

"(1) National Wool Act;
"(2) Special milk program; and
"(3) Vocational rehabilitation.

In those programs all amounts other than the automatic spending
increases shall be exempt from reduction under any order issued
under this part.

"(b) EFFECT OF ORDERs ON THE GUARANTEED STUDENT LOAN PRO-
GRAM.—(1) Any reductions which are required to be achieved from
the student loan programs operated pursuant to part B of title IV
of the Higher Education Act of 1965, as a consequence of an order
issued pursuant to section 254, shall be achieved only from loans
described in paragraphs (2) and (3) by the application of the meas-
ures described in such paragraphs.

"(2) For any loan made during the period beginning on the date
that an order issued under section 254 takes effect with respect to
a fiscal year and ending at the close of such fiscal year, the rate
used in computing the special allowance payment pursuant to sec-
tion 438(bX2XAXiii) of such Act for each of the first four special al-
lowance payments for such loan shall be adjusted by reducing such
rate by the lesser of—

"(A) 0.40 percent, or
"(B) the percentage by which the rate specified in such sec-

tion exceeds 3 percent.
"(3) For any loan made during the period beginning on the date

that an order issued under section 254 takes effect with respect to
a fiscal year and ending at the close of such fiscal year, the origina-
tion fee which is authorized to be collected pursuant to section
438(c)(2) of such Act shall be increased by 0.50 percent.

"(c.) TREATMENT OF FOSTER CARE AND ADOPTION AssIsTANCE PRo-
GRAM5.—Any order issued by the President under section 254 shall
make the reduction which is otherwise required under the foster
care and adoption assistance programs (established by part E of
title IV of the Social Security Act) only with respect to payments
and expenditures made by States in which increases in foster care
maintenance payment rates or adoption assistance payment rates
(or both) are to take effect during the fiscal year involved, and only
to the extent that the required. reduction can be accomplished by
applying a uniform percentage reduction to the Federal matching
payments that each such State would otherwise receive under sec-
tion 474 of that Act (for such fiscal year) for that portion of the
State's payments which is attributable to the increases taking
effect during that year. No State may, after the date of the enact-
ment of this Act, make any change in the timetable for making
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payments under a State plan approved under part E of title IV of
the Social Security Act which has the effect of changing the fiscal
year in which expenditures under such part are made.

"(d) SPECIAL Ruis FOR MEDICARE PROGRAM.—
"(1) MAXIMUM PERCENTAGE REDUCTION IN INDIVIDUAL PAY-

MENT AMOUNT5.—TO achieve the total percentage reduction in
those programs required by sections 252 and 253, 0MB shall
determine, and the applicable Presidential order under section
254 shall implement, the percentage reduction that shall apply
to payments under the health insurance programs under title
XVIII of the Social Security Act for services furnished in the
fiscal year after the order is issued, such that the reduction
made in payments under that order shall achieve the required
total percentage reduction in those payments for that fiscal
year as determined on a 12-month basis.

"(2) TIMING OF APPLICATION OF REDUCTION5.—
"(A) IN GENERAL.—EXcePt as provided in subparagraph

(B), if a reduction is made in payment amounts pursuant
to a sequestration order, the reduction shall be applied to
payment for services furnished during the effective period
of the order. For purposes of the previous sentence, in the
case of inpatient services furnished for an individual, the
services shall be considered to be furnished on the date of
the individual's discharge from the inpatient facility.

"(B) PAYMENT ON THE BASIS OF CO5T REPORTING PERI-
OD5.—In the case in which payment for services of a pro-
vider of services is made under title XVIII of the Social Se-
curity Act on a basis relating to the reasonable cost in-
curred for the services during a cost reporting period of
the provider, if a reduction is made under paragraph (1) in
payment amounts pursuant to a sequestration order, the
reduction shall be applied to payment for costs for such
services incurred at. any time during each cost reporting
period of the provider any part of which occurs during the
effective period of the order, but only (for each such cost
reporting period) in the same proportion as the fraction of
the cost reporting period that occurs during the effective
period of the order.

"(3) No INCREASE IN BENEFICIARY CHARGES IN ASSIGNMENT-RE-
LATED CASES.—If a reduction in payment amounts is made
under paragraph (1) for services for which payment under part
B of title XVIII of the Social Security Act is made on the basis
of an assignment described in section 1842(b)(3)(BXii), in accord-
ance with section 1842(bX6XB), or under the procedure de-
scribed in section 1870(0(1), of such Act, the person furnishing
the services shall be considered to have accepted payment of
the reasonable charge for the services, less any reduction in
payment amount made pursuant to a sequestration order, as
pa7ment in full.

'(4) No EFFECT ON COMPUTATION ON AAPCC.—In computing
the adjusted average per capita cost for purposes of section
1876(a)(4) of the Social Security Act, the Secretary of Health
and Human Services shall not take into account any reduc-
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tions in payment amounts which have been or may be effected
under this part.

"(e) CERTAIN HEALTH PROGRAMS—The maximum permissible re-duction in new budget authority for the following programs for anyfiscal year pursuant to a sequestration under sections 251, 252, or253 is 2 pcrcent:
"(1) Community health centers (75—0350—0—1—550).
"(2) Migrant health centers (75—0350—0—1—550).
"(3) Indian health facilities (75—0391—0—1—551).
"(4) Indian health services (75—0390—0—1—551).
"(5) Veterans' medical care (36—0160—0—1—703).

"(f) TREATMENT OF CHILD SUPPORT ENFORCEMENT PROGRAM.—
Notwithstanding any change in the display of budget accounts, anyorder issued by the President under section 254 shall accomplishthe full amount of any required reduction in expenditures under
sections 455 and 458 of the Social Security Act by reducing the Fed-
eral matching rate for State administrative costs under such pro-gram, as specified (for the fiscal year involved) in section 455(a) ofsuch Act, to the extent necessary to reduce such expenditures bythat amount.

"(g) EXTENDED UNEMPLOYMENT COMPENSATION.—(1) A State mayreduce each weekly benefit payment made under the Federal-State
Extended Unemployment Compensat:on Act of 1970 for any weekof unemployment occurring during any period with respect towhich payments are reduced under an order issued under section
254 by a percentage not to exceed the percentage by which the Fed-eral payment to the State under section 204 of such Act is to bereduced for such week as a result of such order.

"(2) A reduction by a State in accordance with paragraph (1)
shall not be considered as a failure to fulfill the requirements of
section 3304(a)(11) of the Internal Revenue Code of 1954.

"(h) COMMODITY CREDIT CORPORATION.—
"(1) IN GENERAL—Except as modified by existing law en-

acted after 1985, this subsection shall govern any sequestration
of the Commodity Credit Corporation.

"(2) POWERS AND AUTHORITI OF THE COMMODITY CREDIT COR-
PORATION.—Thjs title shall not restrict the Commodity Credit
Corporation in the discharge of its authority and responsibility
as a corporation to buy and sell commodities in world trade, to
use the proceeds as a revolving fund to meet other obligationsand otherwise operate as a corporation, the purpose for whichit was created.

"(3) REDUCTION IN PAYMENTS MADE UNDER CONTRACT5.—(A)
Payments and loan eligibility under any contract entered intowith a person by the Commodity Credit Corporation prior tothe time an order has been issued under section 254 shall notbe reduced by an order subsequently issued. Subject to sub-
paragraph (B), after an order is issued under such section for afiscal year, any cash payments made by the Commodity CreditCorporation—

"(i) under the terms of any one-year contract entered
into in such fiscal year and after the issuance of the order;
and

"(ii) out of an entitlement account,
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to any person (including any producer, lender, or guarantee
entity) shall be subject to reduction under the order.

"(B) Each contract entered into with producers or producer
cooperatives with respect to a particular crop of a commodity
and subject to reduction under subparagraph (A) shall be re-
duced in accordance with the same terms and conditions. If
some, but not all, contracts applicable to a crop of a commodity
have been entered into prior to the issuance of an order under
section 254, the order shall provide that the necessary reduc-
tion in payments under contracts applicable to the commodity
be uniformly applied to all contracts for the next succeeding
crop of the commodity, under the authority provided in para-
graph (4).

"(3) DELAYED REDUCTION IN OUTLAYs pERMI5SIBLE.—Notwith-
standing any other provision of this law, if an order under sec-
tion 254 is issued with respect to a fiscal year, any reduction
under the order applicable to contracts described in paragraph
(2) may provide for reductions in outlays for the account in-
volved to occur in the fiscal year following the fiscal year to
which the order is issued. No other account, or other program,
project, or activity, shall bear an increased reduction for the
fiscal year to which the order applies as a result of the oper-
ation of the preceding sentence.

"(5) UNIFORM PERCENTAGE RATE OF REDUCTION AND OTHER
LIMITATION5.—All reductions described in paragraph (3) which
are required to be made in connection with an order issued
under section 254 with respect to a fiscal year—

"(A) shall be made so as to ensure that outlays for each
program, project, activity, or account involved are reduced
by a percentage rate that is uniform for all such programs,
projects, activities, and accounts, and may not be made so
as to achieve a percentage rate of reduction in any such
item exceeding the rate specified in the order; and

"(B) with respect to commodity price support and income
protection programs, shall be made in such manner and
under such procedures as will attempt to. endure that—

"(i) uncertainty as to the scope of benefits under any
such program is minimized;

"(ii) any instability in market prices for agricultural
commodities resulting from the reduction is mini-
mized; and

"(iii) normal producton and marketing relationships
among agricultural commodities (including both con-
tract and non-contract commodities) are not distorted.

In meeting the criterion set out in clause (iii) of subpara-
graph (B) of the preceding sentence, the President shall
take into consideration that reductions under an order
may apply to programs for two or more -agricultural com-
modities that use the same type of production or market-
ing resources or that are alternative commodities among
which a producer could choose in making annual produc-
tion decisions.

"(6) CERTAIN AUTHORITY NOT TO BE LIMITED.—Nothing in this
joint resolution shall limit or reduce, in any way, any appro-
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priation that provides the Commodity Credit Corporation with
funds to cover the Corporation's net realized losses.

"(i) EFFECTS OF SEQUESTRATION.—The effects of sequestration
shall be as follows:

"(A) Budgetary resources sequestered from any account
other than a trust fund account shall permanently revert to
the Treasury.

"(B) Except as otherwise provided, the same percentage se-
questration shall apply to all programs, projects, and activities
within a budget account (with programs, projects, and activi-
ties as delineated in the most recently enacted appropriation
Act covering that account, or for accounts not included in ap-
propriation Acts, as delineated in the most recently submitted
President's budget).

"(C) Administrative regulations or similar actions imple-
menting a sequestration shall be made within 90 days of the
sequestration order. To the extent that formula allocations
differ at different levels of budgetary resources within an ac-
count, program, project, or activity, the sequestration shall be
interpreted as producing a lower total appropriation, with the
remaining amount of the appropriation being obligated in a
manner consistent with program allocation formulas in sub-
stantive law.

"(D) Except as otherwise provided, obligations in sequestered
accounts shall be reduced only in the fiscal year in which a se-
quester occurs.

"(E) If an automatic spending increase is sequestered, the in-
crease (in the applicable index) that was disregarded as a
result of that sequestration shall not be taken into account in
any fiscal year.

"(F) Except as otherwise provided, sequestration in accounts
for which program obligations are indefinite shall be taken in
a manner to ensure, to the greatest extent possible, that pro-
gram obligations in the fiscal year of a sequestration are re-
duced, from the level that would actually have occurred, by the
applicable sequestration percentage.

"SEC. 257. THE BASELINE.
"(a) IN GENERAL.—FOr any budget year, the baseline refers to a

projection of current-year levels of new budget authority, outlays,
revenues, and the surplus or deficit into the budget year and the
outyears based on laws enacted through the applicable date.

"(b) REVENUES, FEES, AND DIRECT SPENDING.—FOr the budget
year and each outyear, the baseline shall be calculated using the
following assumptions:

"(1) IN GENERAL.—Revenue laws, laws providing for fees and
laws providing or creating direct spending are assumed to op-
erate in the manner specified in those laws for each such year
and funding for spending requirements is assumed to be ade-
quate to make all payments required by those laws.

"(2) EXCEPTIONS.—(A) No program with estimated current-
year outlays greater than $50 million shall be assumed to
expire in the budget year or outyears.
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"(B) Agricultural price support programs administered
through the Commodity Credit Corporation are assumed to be
extended under the terms, support prices, loan rates, and other
rates of payment in effect the day before the expiration of the
Food Security Act of 1985 or the Food and Agricultural Re-
sources Act of 1990, as applicable.

"(C) The increase for veterans' compensation for a fiscal year
is assumed to be the same as that required by law for veterans'
pensions unless otherwise provided by law enacted in that ses-
sion.

"(D) Excise taxes dedicated to a trust fund, if expiring, are
assumed to be extended at current rates.

"(3) HEALTH INSURANCE TRUST ND._Notwithstanding any
other provision of law, the receipts and disbursements of the
Hospital Insurance Trust Fund shall be included in all calcula
tons required by this Act.

"(c) DISCRETIONARY APPROPRIATIONS.—FOr the budget year and

each outyear, the baseline shall be calculated using the following
assumptions regarding all amounts other than those covered by
subsection (b):

"(1) INFLATION OF CURRENT-YEAR ppROpRIAT1ONS.—Budget

ary resources other than unobligated balances shall be at the
level provided for the budget year in full-year appropriation
Acts. If for any account a full-year appropriation has not yet
been enacted, budgetary resources other than unobligated bal-
ances hall be at the level available in the current year, adjust-
ed sequentially and cumulatively for expiring housing con-
tracts as specified in paragraph (2), for social insurance admin-
istrative expenses as specified in paragraph (3), for pay annual-
ization as specified in paragraph (4), for inflation as specified
in paragraph (5), and to account for changes required by law in

the level of agency payments for personnel benefits other than

par.
'(2) EXPIRING HOUSING CONTRACTS.—New budget authority to

renew expiring multiyear subsidized housing contracts shall be
adjusted to reflect the difference in the number of such con-
tracts that are scheduled to expire in that fiscal year and the
number expiring in the current year, with the per-contract re-
newal cost equal to the average current-year cost of renewal
contracts.

"(3) SOCIAL INSURANCE ADMINISTRATIVE
EXpEN5E5.—Budget-

ary resources for the administrative expenses of social insur-
ance trust funds shall be adjusted by the percentage change in
the beneficiary population from the current year to that fiscal
year.

"(4) PAY ANNUALIZATION.—If current-year pay adjustments
for Federal employees occur on a date other than October 1 of
the current year, current-year new budget authority for such
employees shall be adjusted by the percentage necessary to re-
flect the 12-month cost of those adjustments.

"(5) INFLAT0R5.—The inflator used in paragraph (1) to adjust
budgetary resources relating to personnel shall be the percent
by which the average of the Bureau of Labor Statistics Em-
ployment Cost Index (excluding sales) for that fiscal year dif-
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fers from such index for the current year. The inflator used inparagraph (1) to adjust all other budgetary resources shall bethe percent by which the average of the estimated gross na-tional product fixed-weight price deflator for that fiscal yeardiffers from the average of such estimated deflator for the cur-rent year.
"(6) CURRENT-YEAR APPROPRIATIONS._.If for any account, acontinuing appropriation is in effect for less than the entirecurrent year, then the current-year amount shall be assumedto equal the amount that would be available if that continuingappropriation covered the entire fiscal year. If law permits thetransfer of budget authority among budget accounts in the cur-rent year, the current-year level for an account shall reflecttransfers accomplished by the submission of, or assumed forthe current year in, the President's original budget for thebudget year.

"(d) ASSET SALES AND LOAN PREPAYMENTS_.The proceeds of assetsales and loan prepayments shall be treated as means of financingthe deficit.
"(e) UP-TO-DATE CONCEPTS.—In deriving the baseline for anybudget year or outyear, current-year amounth shall be calculatedusing the concepts and definitions that are required for that budgetyear.

"SEC. 258. SUSPENSION IN THE EVENT OF WAR OR LOW GROWTH.
"(a) PROCEDURES IN THE EVENT OF A Low GROWTH REPORT.—"(1) TRIGGER.-_\flenever CBO issues a low-growth reportunder section 254(g), the Majority Leader of each House shallintroduce a joint resolution (in the form set forth in paragraph(2)) declaring that the conditions specified in section 254(g) aremet and suspending the relevant provisions of this title, titleVI of the Congressional Budget Act of 1974, and section 1103 oftitle 31, United States Code.

"(2) FORM OF JOINT RESOLJ'T.ION.
"(A) The matter after the resolving clause in any jointresolution introduced pursuant to paragraph (1) shall be asfollows: 'That the Congress declares that the conditionsspecified in section 254(g) of the Balanced Budget andEmergency Deficit Control Act of 1985 are met, and theimplementation of the Congressional Budget and Impound-ment Control Act of 1974, chapter 11 of title 31, UnitedStates Code, and part C of the Balanced Budget and Emer-gency Deficit Control Act of 1985 are modified as describedin section 258(b) of the Balanced Budget and EmergencyDeficit Control Act of 1985.'.
"(B) The title of the joint resolution shall be 'Joint reso-lution suspending certain provisions of law pursuant tosection 2S8(aX2) of the Balanced Budget and EmergencyDeficit Control Act of 1985.'; and the joint resolution shallnot contain any preamble.

"(3) COMMITFEE ACTJON.—Each joint resolution introducedpursuant to paragraph (1) shall be referred to the appropriatecommits of the House involved; and such Committee shallreport the joint resolution to its House without amendment on
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or before the fifth day on which such House is in session after
the date on which the joint resolution is introduced. If the
Committee fails to report the joint resolution within the five-
day period referred to in the preceding sentence, it shall be
automatically discharged from further consideration of the
joint resolution, and the joint resolution shall be placed on the
appropriate calendar.

"(4) CONSIDERATION OF JOINT RESOLUTION.—
"(A) A vote on final passage of a joint resolution report-

ed to the Senate or discharged pursuant to paragraph (3)
shall be taken on or before the close of the fifth calendar
day of session after the date on which the joint resolution
is reported or after the Committee has been discharged
from further consideration of the joint resolution. If prior
to the passage by one House of a joint resolution of that
House, that House receives the same joint resolution from
the other House, then—

"(i) the procedure in that House shall be the same
as if no such joint resolution had been received from
the other House, but

"(ii) the vote on final passage shall be on the joint
resolution of the other House.

When the joint resolution is agreed to, the Clerk of the
House of Representatives (in the case of a House joint reso-
lution agreed to in the House of Representatives) or the
Secretary of the Senate (in the case of a Senate joint reso-
lution agreed to in the Senate) shall cause the joint resolu-
tion to be engrossed, certified, and transmitted to the
other House of the Congress as soon as practicable.

"(B)(i) A motion in the Senate to proceed to the consider-
ation of a joint resolution under this paragraph shall be
privileged and not debatable. An amendment to the
motion shall not be in order, nor shall it be in order to
move to reconsider the vote by which the motion is agreed
to or disagreed to.

"(ii) Debate in the Senate on a joint resolution under
this paragraph, and all debatable motions and appeals in
connection therewith, shall be limited to not more than
five hours. The time shall be equally divided between, and
controlled by, the majority leader and the minority leader
or their designees.

"(iii) Debate in the Senate on any debatable motion or
appeal in connection with a joint resolution under this
paragraph shall be limited to not more than one hour, to
be equally divided between, and controlled by, the mover
and the manager of the joint resolution, except that in the
event the manager of the joint resolution is in favor of any
such motion or appeal, the time in opposition thereto shall
be controlled by the minority leader or his designee.

"(iv) A motion in the Senate to further limit debate on a
joint resolution under this paragraph is not debatable. A
motion to table or to recommit a joint resolution under
this paragraph is not in order.
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"(C) No amendment to a joint resolution consideredunder this paragraph shall be in order in the Senate.
"(b) SUSPENSION OF SEQUESTRATION PROCEDURES._UPOn the en-actment of a declaration of war or a joint resolution described insubsection (a)—

"(1) the subsequent issuance f any sequestration report orany sequestration order is precluded;
"(2) titles III and VI of the Congressional Budget Act of 1974are suspended; and
"(3) section 1103 of title 31, United States Code, is suspended."(c) RESTORATION OF SEQUESTRATION PROCEDURES.—
"(1) In the event of a suspension of sequestration proceduresdue to a declaration of war, then, effective with the first fiscalyear that begins in the session after the state of war is con-cluded by Senate ratification of the necessary treaties, the pro-visions of subsection (b) triggered by that declaration of warare no longer effective.
"(2) In the event of a suspension of sequestration proceduresdue to the enactment of a joint resolution described in subsec-tion (a), then, effective with regard to the first fiscal year be-ginning at least 9 months after the enactment of that resolu-tion, the provisions of subsection (b) triggered by that resolu-tion are no longer effective.

"SEC. 259. MODIFICATION OF PRESIDENTIAL ORDER.
"(a) INTRODUCTION OF JOINT RESOLUTION.—At any time after theDirector of 0MB issues a report under section 254(d)(1) or (e)(1) fora fiscal year, but before the close of the tenth calendar day of ses-sion in that session of Congress beginning after the date of issuanceof such report, the majority leader of either House of Congress mayintroduce a joint resolution which contains provisions directing thePresident to modify the most recent order issued under section254(d)(2) or (e)(2) for such fiscal year. After the introduction of thefirst such joint resolution in either House of Congress in any calen-dar year, then no other joint resolution introduced in such Housein such calendar year shall be subject to the procedures set forth inthis section.

"(b) PROCEDURES FOR CONSIDERATION OF JOINT RESOLUTIONS.—"(1) REFERRAL TO COMMITTEE.—A joint resolution introducedin the Senate under subsection (a) shall be referred to a com-mittee of the Senate and shall be placed on the appropriatecalendar pending disposition of such joint resolution in accord-ance with this subsection.
"(2) CONSIDERATION IN THE SENATE.—On or after the thirdcalendar day (excluding Saturdays, Sundays, and legal holi-days) beginning after a joint resolution is introduced undersubsection (a), notwithstanding any rule or precedent of theSenate, including Rule 22 of the Standing Rules of the Senate,it is in order (even though a previous motion to the same effecthas been disagreed to) for any Member of the Senate to moveto proceed to the consideration of the joint resolution, and allpoints of order against the joint resolution (and against consid-eration of the joint resolution) are waived, except for points oforder under titles III, IV, or VI of the Congressionaj Budget
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Act of 1974. The motion is not in order after the eighth calen-
dar dày (excluding Saturdays, Sundays, and legal holidays) be-
ginning after a joint resolution (to which the motion applies) is
introduced. The motion is privileged in the Senate and is not
debatable. The motion is not subject to amendment, or to a
motion to postpone, or to a motion to proceed to the consider-
ation of other business. A motion to reconsider the vote by
which the motion is agreed to or disagreed to shall not be in
order. If a motion to proceed to the consideration of the joint
resolution is agreed to, the Senate shall immediately proceed
to consideration of the joint resolution without intervening
motion, order, or other business, and the joint resolution shall
remain the unfinished business of the Senate until disposed of.

"(3) DEBATE IN THE sENATE.—
"(A) In the Senate, debate on a joint resolution intro-

duced under subsection (a), amendments thereto, and all
debatable motions and appeals in connection therewith
shall be limited to not more than 10 hours, which shall be
divided equally between the majority leader and the mi-
nority leader (or their designees).

"(B) A motion to postpone, or a motion to proceed to the
consideraiton of other business is not in order. A motion to
reconsider the vote by which the joint resolution is agreed
to or disagreed to is not in order, and a motion to recom-
mit the joint resolution is not in order.

"(CXi) No amendment that is not germane or relevant to
the provisions of the joint resolution or to the order issued
under section 254 (dX2) or (e)(2) shall be in order in the
Senate. In the Senate, an amendment, any amendment to
an amendment, or any debatable motion or appeal is de-
batable for not to exceed 30 minutes to be equally divided
between the majority leader and the minority leader (or
their designees).

"(ii) In the Senate, an amendment that is otherwise in
order shall be in order notwithstanding the fact that it
amends the joint resolution in more than one place or
amends language previously amended. It shall not be in
order in the Senate to vote on the question of agreeing to
such a joint resolution or any amendment thereto unless
the figures then contained •in such joint resolution or
amendment are mathematically consistent.

"(4) VOTE ON FINAL PAS5AGE.—Immediately following the con-
clusion of the debate on a joint resolution introduced under
subsection (a), a single quorum call at the conclusion of the
debate if requested in accordance with the rules of the Senate,
and the disposition of any amendments under paragraph (3),
the vote on final passage of the joint resolution shall occur.

"(5) APPEALs.—Appeals from the decisions of the Chair relat-
ing to the application of the rules of the Senate or the House
of Representatives, as the case may be, to the procedure relat-
ing to a joint resolution described in subsection (a) shall be de-
cided without debate.

"(6) CONFERENCE REPORT5.—In the Senate, points of order
under titles III, IV, and VI of the Congressional Budget Act of
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1974 are applicable to a conference report on the joint resolu-
tion or any amendments in disagreement thereto.

"(7) RESOLUTION FROM OThER H0UsE.—If, before the passage
by the Senate of a joint resolution of the Senate introduced
under subsection (a), the Senate receives from the House of
Representatives a joint resolution introduced under subsection
(a), then the following procedures shall apply:

"(A) The joint resolution of the House of Representatives
shall not be referred to a committee.

"(B) With respect to a joint resolution introduced under
subsection (a) in the Senate—

"(1) the procedure in the Senate shall be the same as
if no joint resolution had been received from the
House; but

"(iiXI) the vote on final passage shall be on the joint
resolution of the House if it is identical to the joint
resolution then pending for passage in the Senate; or

"(II) if the joint resolution from the House is not
identical to the joint resolution then pending for pas-
sage in the Senate and the Senate then passes it, the
Senate shall be considered to have passed the joint
resolution as amended by the text of the Senate joint
resolution.

"(C) Upon disposition of the joint resolution received
from the House, it shall no longer be in order to consider
the resolution originated in the Senate.

"(8) SENATE ACTION ON HOUSE RESOLUTION.—If the Senate re-
ceives from the House of Representatives a joint resolution in-
troduced under subsection (a) after the Senate has disposed of
a Senate originated resolution which is identical to the House
passed joint resolution, the action of the Senate with regard to
the dispoSition of the Senate originated joint resolution shall
be deemed to be the action of the Senate with regard to the
House originated joint resolution. If it is not identical to the
House passed joint resolution, then the Senate shall be consid-
ered to have passed the joint resolution of the House as amend-
ed by the text of the Senate joint resolution.".

PART 11—RELATED AMENDMENTS

SEC. 14111. TEMPORARY AMENDMENTS TO THE CONGRESSIONAL BUDG
ACT OF 1974.

Title VI of the Congressional Budget Act of 1974 is amended to
read as follows:

"TITLE VI—BUDGET AGREEMENT ENFORCEMENT
PROVISIONS

"SEC. 601. DEFINITIONS.
"As used in this title and for purposes of the Balanced Budget

and Emergency Deficit Control Act of 1985:
"(1) MAXIMUM DEFICIT AMOUNT.—The term 'maximum deficit

amount' means—
"(A) with respect to fiscal year 1991, $302,300,000,000;
"(B) with respect to fiscal year 1992, $276,800,000,000;
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"(C) with respect to fiscal year 1993, $189,700,000,000;
"(D) with respect to fiscal year 1994,. $58,100,000,000;
"(E) with respect to fiscal year 1995, $18,700,000,000.

"(2) DISCRETIONARY SPENDING UMIT.—The term 'discretionary
spending limit' means—

"(A) with respect to fiscal year 1991—
"(i) for the defense category: $288,918,000,000 in new

budget authority and $297,659,000,000 in outlays;
"(ii) for the international category: $20,100,000,000

in new budget authority and $18,600,000,000 in out-
lays; and

"(iii) for the domestic category: $182,700,000,000 in
new budget authority and $198,100,000,000 in outlays;

"(B) with respect to fiscal year 1992—
"(i) for the defense category: $291,643,000,000 in new

budget authority and $295,744,000,000 in outlays;
"(ii) for the international category: $20,500,000,000

in new budget authority and $19,100,000,000 in out-
lays; and

"(iii) for the domestic category: $191,300,000,000 in
new budget authority and $210,100,000,000 in outlays;

"(C) with respect to fiscal year 1993—
"(i) for the defense category: $291,785,000,000 in new

budget authority and $292,686,000,000 in outlays;
"(ii) for the international category: $21,400,000,000

in new b. Iget authority and $19,600,000,000 in out-
lays; and

"(iii) for the domestic category: $198,300,000,000 in
new budget authority and $221,700,000,000 in outlays;

"(D) with respect to fiscal year 1994, for the discretion-
ary category: $510,800,000,000 in new budget authority and
$534,800,000,000 in outlays; and

"(E) with respect to fiscal year 1995, for the discretion-
ary category: $517,700,000,000 in new budget authority and
$540,800,000,000 in outlays.

"SEC. 602. 5.YEAR BUDGET RESOLUTIONS.
"In the case of any concurrent resolution on the budget for fiscal

year 1992, 1993, 1994, or 1995, that resolution shall set forth appro-
priate levels for the fiscal year beginning on October 1 of the calen-
dar year in which it is reported and for each of the 4 succeeding
fiscal years.
"SEC. 603. COMMITTEE ALLOCATIONS AND ENFORCEMENT.

"(a) COMMITFEE SPENDING Au.ocATIoNs.—
"(1) HousE OF REPREsENTATIVES.—

"(A) ALLOCATION AMONG COMMITFEES.—The joint explan-
atory statement accompanying a conference report on a
budget resolution shall include allocations, consistent with
the resolution recommended in the conference report, of
the appropriate levels (for each fiscal year covered by that
resolution and a total for all such years) of—

"(i) total new budget authority,
"(ii) total entitlement authority, and
"(iii) total outlays;
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among each committee of the House of Representatives that
has jurisdiction over legislation providing or creating such
amounts.

"(B) No DOUBLE coUN'FING.—Any item allocated to one
committee of the House of Representatives may not be al-
located to another such committee.

"(C) FURTHER DIVI5ION OF AMOUNTS.—The amounts allo-
cated to each committee for each fiscal year, other than
the Committee on Appropriations, shall be further divided
between amounts provided or required by law on the date
of filing of that conference report and amounts not so pro-
vided or required. The amounts allocated to the Committee
on Appropriations for each fiscal year shall be further di-
vided between discretionary and mandatory amounts or
programs, as appropriate.

"(2) SENATE ALLOCATION AMONG C0MMIrrEES.—The joint ex-
planatory statement accompanying a conference report on a
budget resolution shall include an allocation, consistent with
the resolution recommended in the conference report, of the
appropriate levels of—

"(A) total new budget authority, and
"(B) total outlays;

among each committee of the Senate that has jurisdiction over
legislation providing or creating such amounts.

"(3) AMOUNTS NOT ALLOCATED.—If a committee receives no al-
location of new budget authority, entitlement authority, or out-
lays, that committee shall be deemed to have received an allo-
cation equal to zero for new budget authority, entitlement au-
thority, or outlays.

"(b) SUBALLOCATION5 B THE APPROPRIATION5 COMMITrEES.—
"(1) INITIAL 5UBALL0CATION5.—As soon as practicable after a

budget resolution is agreed to, the Committee on Appropria-
tions of each House (after consulting with the Committee on
Appropriations of the other House) shall suballocate each
amount allocated to it for the budget year under subsection
(aX1XC) among its subcommittees.

"(2) FILING.—Each Committee on Appropriations shall
promptly report to its House suballocations made or revised
under this subsection.

"(c) APPLICATION OF SECTION 302(F) i'o This SECTION.—In fiscal
years through 1995, reference in section 302(f) to the appropriate
allocation made pursuant to section 302(b) for a fiscal year shall,
for purposes of this section, be deemed to be a reference to any al-
location made under subsection (a) or any suballocation made
under subsection (b), as applicable, for the budget year or for the
total of all fiscal years made by the joint explanatory statement ac-
companying the applicable concurrent resolution on the budget.

"(d) APPLICATION OF SUBsE(rIONs (A) AND (B) TO FI5CAL YRs
1992 TO 1995.—In the case of concurrent resolutions on the budget
for fiscal years 1992 through 1995, allocations shall be made under
subsection (a) instead of section 302(a) and shall be made under
subsection (b) instead of section 302(b). For those fiscal years, all
references in section 302 (c), (d), (e), and (f) to section 302(a) shall be
deemed to be in subsection (a) (including revisions made under sec-

H.Rept. 101-882 - 90 - 2



34

tion 604) and all such references to stion 302(b) shall be deemed
to be to subsection (b) (including revisions made under section
604).".

"(e) PAY-AS-YOU-GO ExcEFrIoN.—Section 302(0(1) shall not apply
to any bill, resolution, or conference report if—

"(A) the enactment of such bill or resolution as reported;
"(B) the adoption and enactment of such amendment; or
"(C) the enactment of such bill or resolution in the form rec-

ommended in such conference report, would not increase the
deficit set forth in the most recently agreed to concurrent reso-
lution on the budget for any fiscal year covered by that concur-
rent resolution.".

"SEC. 604. CONSIDERATION OF LEGISLATION BEFORE ADOPTION OF
BUDGET RESOLUTION FOR THAT FISCAL YEAR.

"(a) ADJUSTING SECTION 603 ALLOCATION OF DISCRETIONARY
SPENDING.—If a concurrent resolution on the budget is not adopted
by April 15, the chairman of the Committee on the Budget of the
House of Representatives and the chairman of the Committee on
the Budget of the Senate shall submit to their respective Houses,
as soon as practicable, a revised section 603(a) allocation to the
Committee on Appropriations of that House consistent with the
discretionary spending limits contained in the most recent budget
submitted by the President under section 1105(a) of title 31, United
States Code.

"(b) As soon as practicable after a revised section 603(a) alloca-
tion is submitted, the Committee on Appropriations of each House
shall make revised suballocations and promptly report those re-
vised suballocations to its House.
"SEC. 605. RECONCILIATION DIRECTIVES REGARDING PAY.AS.YOU.GO

REQUIREMENTS.
"(a) INSTRUCTIONS TO EFFECTUATE PAY-AS-Y0U-Go.—If legislation

providing for a net reduction in revenues in any fiscal year (that,
within the same measure, is not fully offset in that fiscal year by
reductions in direct spending) is enacted, the Committee on the
Budget of the House of Representatives or the Senate may report,
within 15 legislative days during a Congress, a pay-as-you-go recon-
ciliation directive in the form of a concurrent resolution—

"(1) specifying the total amount by which revenues sufficient
to eliminate the net deficit increase resulting from that legisla-
tion in each fiscal year are to be changed; and

"(2) directing that the committees having jurisdiction deter-
mine and recommend changes in the revenue law, bills, and
resolutions to accomplish a change of such total amount.

"(b) CON5IDERATION OF PAY-As-YOU-GO RECONCILIATION DIREC-
TIVE.—In the Senate, section 305(b) shall apply to the reconciliation
directive described in subsection (a) in the same manner as if it
were a concurrent resolution on the budget.

"(c) CONSIDERATION OF PAY-AS-YOU-GO RECONCILIATION LEGIsI-
TION.—In the House of Representatives and in the Senate, subsec-
tions (b) through (e) and (g) of section 310 shall apply in the same
manner as if the reconciliation directive described in subsection (a)
were a concurrent resolution on the budget.
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"SEC. 606. APPLICATION OF SECTION 311.
"In the application of section 311(a) to any bill, resolution,

amendment, or conference report, reference in section 311 to the
appropriate level of total budget authority or total budget outlays
or appropriate level of total revenues set forth in the most recently
agreed to concurrent resolution on the budget for a fiscal year
shall be deemed to be a reference to the appropriate level for that
fiscal year and to the total of the appropriate level for that year
and the 4 succeeding years.
"SEC. 607. BUDGET RESOLUTIONS MUST CONFORM TO BALANCED

BUDGET AND EMERGENCY DEFICIT CONTROL ACT OF 1985.
"It shall not be in order in the House of Representatives or the

Senate to consider any concurrent resolution on the budget for a
fiscal year under section 301 that is inconsistent with the require-
ments of the Balanced Budget and Emergency Deficit Control Act
of 1985 that apply to that fiscal year.".
"SEC. 608. EFFECTIVE DATES.

"This title shall take effect upon its date of enactment and shall
apply to fiscal years 1991 and 1995.".
SEC. 14112. CONFORMING AMENDMENTS.

(a) CONFORMING AMENDMENTS TO THE CONGRESSIONAL Buixr
AND IMPOUNDMENT CONTROL Acr OF 1974.—

(1) TABLE OF CONTENTS.—Sectjon 1(b) of the Congressional
Budget and Impoundment Control Act of 1974 is amended to
reflect the new section numbers and headings created by this
title.

(2) SECTION 3.—Section 3 of such Act is amended—
(A) by striking paragraphs (6) through (10) and by insert-

ing the following:
"(6) the term 'deficit' means, with respect to a fiscal year, the

amount by which outlays exceeds receipts during the year.
"(7) The term 'surplus' means, with respect to a fiscal year,

the amount by which receipts exceeds outlays during that
year.

(3) SECTION 202.—Section 202(aXl) and the second sentence of
202(0(1) of such act are amended by striking "budget authority"
and inserting "new budget authority".

(4) SECTION 300.—Section 300 of such Act is amended by
striking "First Monday after January 3" and by inserting
"First Monday in February".

(5) SECTION 304.—Section 304 of such Act is amended by
striking subsection (b) and by striking "(c)" and and inserting
''(1)''

(6) SECTION 301 (i) .—Section 301(i) of such Act is repealed.
(7) SECTION 311 (a) .—Section 311(a) of such Act is amended

by striking "or, in the Senate" and all that follows thereafter
through "paragraph (2) of such subsection".

(8) SECTIoN 904.—Section 904 of such Act is amended by
striking "and" after "III", by inserting, ", V, and VI (except
section 601)" after "IV", and by striking "606,".

(b) CONFORMING AMENDMENT TO THE BALANCED Buixr AND
EMERGENCY DEFICIT CONTROL Acr OF 1985.—Subsection (b) of sec-
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tion 275 of the Balanced Budget and Emergency Deficit Control Act
of 1985 is amended to read as follows:

"(b) EXPIRATION.—Part C of this title, section 271(b) of this Act,
and sections 1105(f) and 1106(c) of title 31, United States Code,
shall expire September 30, 1995.".

(c) CONFORMING AMENDMENTS TO SECTION 1105 OF TITLE 31,
UNITED STATES CODE.—

(1) SECTION 1105(a).—Section 1105(a) of title 31, United
States Code, is amended by striking "first Monday after Janu-
ary 3" and by inserting "first Monday in February"

(2) SECTION 1105(f) .—Section 1105(f) of title 31, United
States Code, is amended to read as follows:

"(f) The budget transmitted pursuant to subsection (a) for a fiscal
year shall be prepared in a manner consistent with the require-
ments of the Balanced Budget and Emergency Deficit Control Act
of 1985 that apply to that fiscal year.".

(d) CONFORMING AMENDMENTS TO THE RULES OF THE HOUSE OF
REPRESENTATIVES.—

(1) CROSS-REFERENCE.—Clause 1(eX2) of rule X of the Rules of
the House of Representatives is amended by striking "(aX4)".

(2) CROSS-REFERENCE.—Clause 1(eX2) of rule X of the House of
Representatives is amended by striking "Act, and any resolu-
tion pursuant to section 254(b) of the Balanced Budget and
Emergency Deficit Control Act of 1985" and inserting "Act".

(3) ALL0cATIONS.—Clause 4(h) of rule X of the House of Rep-
resentatives is amended by inserting "or section 603 (in the
case of fiscal years 1991 through 1995)" after "section 302".

(4) MULTIYEAR REVENUE ESTIMATES.—Clause 7(aXl) of rule
XIII of the House of Representatives is amended by striking ",
except that, in the case of measures affecting the revenues,
such reports shall require only an estimate of the gain or loss
in revenues for a one-year period".

(e) CONFORMING AMENDMENT TO THE STANDING RULES OF THE
SENATE.—Paragraph 1(e)(1) of rule XXV of the Standing Rules of
the Senate is amended by striking "(aX4)".

Subtitle B—Permanent Amendments to the Congres-
sional Budget and Impoundment Control Act of 1974

SEC. 14201. CREDIT ACCOUNTING.

Title V of the Congressional Budget Act of 1974 is amended to
read as follows:

"TITLE V—CREDIT ACCOUNTING

"SEC. 501. COST OF LOANS.
"As used in this title, the term 'cost' or 'cost of loans' means the

cost to the Government of any loan (that is, any direct loan or loan
guarantee), including the cost of, and receipts from, insurance pur-
chased by the Government, except indirect costs such as adminis-
trative costs or any effect on receipts, and shall be calculated as
follows:
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"(1) DIRECT LOANS.—FOr a direct loan to the public made bythe Government, the difference between the face value of theloan and he net present value of—
"(A) the repayments of principal; and
"(B) payments of interest and other payments; to theGovernment by the borrower over the life of the loan,after adjusting for estimated defaults, prepayments, fees,penalties, and any other recoveries.

"(2) LOAN GUARANTEES.—For a loan made by a non-Federalborrower that is guaranteed as to principal or interest, inwhole or in part, by the Government, the net present value of(A) estimated payments by the Government to cover defaults,interest subsidies, or other costs, and (B) receipts (such as origi-nation and other fees, penalties, and other recoveries) by theGovernment.
"(3) ACTIONS THAT ALTER COSTS.—Any Government actionthat alters estimated loan costs (except modifications withinthe terms of a loan contract) shall be accounted as increasingor decreaiing, as the case may be, the cost to the Governmentof such loans.
"(4) DISCOUNT RATE.—The estimated average interest rate onnew issues of Treasury securities of similar maturity to theloans being estimated shall be used as the discount to presentvalue.

"SEC. 502. BUDGETARY ACCOUNTING.
"(a) NEW BUDGET AUTHORITy._The authority to incur new directloan obligations, make new loan guarantee commitments, or direct-ly or indirectly alter the costs of outstanding loans is new budgetauthority in an amount equal to the cost (as defined in section 501),in the fiscal year in which definite authority becomes available orin which indefinite authority is used.
"(b) OUTLAYS.—Outlays resulting from, and equal in amount to,the amount of new budget authority referred to in subsection (a)that is obligated shall be recorded in the fiscal year in which a loanis disbursed or its cost altered.
"(c) RESIDUAL CASH Fi.OW.—

"(1) IN GENERAL.—A11 flows of cash resulting from Federalloan contracts other than the outlays recorded pursuant tosubsection (b) shall be a means of financing the deficit.
"(2) REESTIMATE5._Whenever the estimate of the cost of loanobligations or commitments already made for a given programcohort differs from the estimate used when the loans weremade, that reestimate shall immediately be reflected in thebudget as a change in program costs and as a change in netinterest.
"(3) IMPLEMENTATION._In order to effectuate the accountingrequired by the previous provisions of this section, (A) thePresident is authorized to establish such nonbudgetary ac-counts as may be appropriate, and (B) the Secretary of theTreasury shall borrow from, receive from, lend to, or pay tosuch accounts such amounts as may be appropriate.
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"SEC. 503. CONGRESSIONAL CONTROL OF LOAN COSTS.

"(a) APPROPORIAT1ON
EQuIRED._Notw1thstar1thr1g any other pro-

vision of law, new direct loan obligations made after September 30,

1991, only to the extent that appropriations of new budget author-

ity to cover their costs are made, or authority is otherwise provid-

ed, in appropriation Acts enacted after January 1, 1991.
"(b) EXEMPTION FOR MANDATORY

pR0GRAM.—Subsection (a) shall

not apply to any loan program that constitutes a spending require-

ment, and all existing programs funded through the Commodity

Credit Corporation.
"SEC. 504. EXECUTIVE BRANCH COST ESTIMATES.

"(a) IN GENERAL.—FOr the executive branch, all estimates re-
quired by this title shall be made by the Director of the Office of

Management and Budget after consultation with the agencies that
administer loan programs (or, if such authority is delegated, by

those agencies), and shall be based upon written guidelines, regula-

tions, or criteria (consistent with the definitions in this title) estab-

lished by the Director after consultation with Secretary of the
Treasury and the Director or the Congressional Budget Office.

"(b) IMPROVING CO5T E5TIMATE5.—The Office of Management and

Budget and the Congressional Budget Office shall work together to

develop accurate data on the historical performance of loan pro-

grains. They shall annually review loan portfolios to improve esti-

mates of loan costs.
"(c) AccEss TO DATA.—The Office of Management and Budget,

the Treasury, and the Congressional Budget Office shall have

access to all agency data that may facilitate the development or
improvement of loan cost estimates.
"SEC. 505. BUDGET PRESENTATION OF COSTS.

"(a) ADMINISTRATIVE EXPEN5E5.—All funding for an agency's ad-

ministration of a loan program shall be displayed as distinct and

separately identified subaccounts within the same budget account

as the program's loan cost, but appropriation Acts may transfer
funding for those administrative costs to other accounts.

"(b) LOAN CosTs BEFORE FISCAL YR 1992.—The Office of Man-

agement and Budget shall, to the extent possible, make summary

estimates of loan costs incurred in years before fiscal year 1992 and

shall make such information available to supplement or adjust (as

appropriate) historical data for such years.

"SEC. 506. EFFECTIVE DATES.
"(a) PRESIDENT'S BUIxET.—Thi5 title shall apply to budget esti-

mates for loans to be obligated in fiscal year 1992 and thereafter
presented in the budgets submitted by the President under section

1105(a) of title 31, United States Code, after the enactment of this

title.
"(b) CONGRESSIONAL Bujxt'r.—This title shall apply to budget es-

timates for loans to be obligated in fiscal year 1992 and thereafter
contained in concurrent resolutions on the budget for fiscal years
1992 and thereafter.

"(c) LOANS OBLIGATED BEFORE FISCAL YEAR 1992.—Net costs of

loans obligated before fiscal year 1992 shall be shown in the budget

on a cash basis. This subsection shall be deemed to provide author-
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ity to make any payments required to be made on such loan con-tracts.
"SEC. 507. STUDY OF FEDERAL INSURANCE ACCOUNTING.

"The Director of the Office of Management and Budget and theDirector of the Congressional Budget Office shall each study
whether the accounting for Federal deposit insurance programsshould be on a cash basis, on the same basis as loan guarantees, oron some other basis. Each Director shall report findings and recom-mendations to the President and the Congress by August 31,1991.".

Subtitle C—Social Security
SEC. 14301. OFF-BUDGET STATUS OF OASDI TRUST FUNDS.

Notwithstanding any other provision of law, the receipts (exclud-
ing interest on obligations described in section 20 1(d) of the Social
Security Act) and disbursements of the Federal Old-Age and Survi-
vors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund shall not be counted as new budget authority, outlays,
receipts, or deficit or surplus for purposes of—

(1) the budget of the United States Government as submittedby the President,
(2) the congressional budget, or
(3) the Balanced Budget and Emergency Deficit Control Actof 1985.

SEC. 1430-2. PROTECTION OF OASDI TRUST FUNDS.
(a) IN GENERAL.—(1) It shall not be in order in the House of Rep-

resentatives or the Senate to consider any bill or resolution, or any
amendment thereto or conference report thereon, if—

(A) upon enactment—
(i) such legislation under consideration would provide for

a net increase in OASDI benefits of at least 0.02 percent of
the present value of future taxable payroll for the 75.-year
period utilized in the most recent annual report of the
Board of Trustees provided pursuant to section 201(c)(2) of
the Social Security Act, or

(ii) the net increase in OASDI benefits (for the 5-year
period consisting of the fiscal year in which such legisla-
tion under consideration would be effective and the next 4
fiscal years) provided by such legislation under consider-
ation, together with the 5-year .iet increases in OASDI
benefits resulting from previous legislation enacted during
that fiscal year or any of the previous 4 fiscal years (as es-
timated at the time of enactment), exceeds $250,000,000,

and such legislation under consideration does not provide atleast a net increase, for the same period referred to in clause
(i) or (ii), in OASDI taxes of the amount by which the net in-
crease in such benefits exceeds the amount specified in suchclause; or

(B) upon enactment—
(i) such legislation under consideration would provide for

a net decrease in OASDI taxes of at least 0.02. percent of
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the present value of future taxable payroll for the 75-year
period utilized in the most recent annual report of the
Board of Trustees provided pursuant to section 201(cX2) of

the Social Security Act, or
(ii) the net decrease in OASDI taxes (for the 5-year

period consisting of the fiscal year in which such legisla-
tion under consideration would be effective and the next 4
fiscal years) provided by such legislation under consider-
ation, together with the 5-year net decrease in OASDI
taxes resulting from previous legislation enacted during
that fiscal year or any of the previous 4 fiscal years (as es-
timated at the time of enactment), exceeds $250,000,000,

•

and such legislation under consideration does not provide at
least a net decrease, for the same period referred to in clause
(i) or (ii), in OASDI benefits of the amount by which the net
decrease in such taxes exceeds the amount specified in such

clause.
(2) In applying subparagraph (B) of paragraph (1), any provision

of any bill or resolution, or any amendment thereto, or conference
report thereon, the effect of which is to provide for a net decrease

for any period in taxes described in paragraph (3XB)(i) shall be dis-

regarded if such bill, resolution, amendment, or conference report
also includes a provision the effect of which is to provide for a net
increase of at least an equivalent amount of such period in medi-

care taxes.
(3) For purposes of this subsection:

(A) The term "OASDI benefits" means the benefits under
the old-age, survivors, and disability insurance programs under

title II of the Social Security Act.
(B) The term "OASDI taxes" means—

(i) the taxes imposed under sections 1401(a), 3101(a), and
3111(a) of the Internal Revenue Code of 1986, and

(ii) the taxes imposed under chapter 1 of such Code (to
the extent attributable to section 86 of such Code).

(C) The term "medicare taxes" means the taxes imposed

under sections 1401(b), 3101(b), and 3111(b) of the Internal Rev-

enue Code of 1986.
(D) The term "previous legislation" shall not include legisla-

tion enacted before fiscal year 1991.
(E) No provision of any bill or resolution, or any amendment

thereto or conference report thereon, involving a change in
chapter 1 of the Internal Revenue Code of 1986 shall be treated
as affecting the amount of OASDI taxes referred to in subpara-
graph (BXii) unless such provision changes the income tax
treatment of OASDI benefits.

(b) EXERCIsE OF RULEMAKING POWER OF THE HOUSE OF REPRE-

sENTATivEs AND THE SENATE.—Subsection (a) is enacted by the Con-

gress—
(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 a part of the rules of each House, respec-
tively or of that House to which they specifically apply, and

such rules shall supersede other rules only to the extent that
they are inconsistent therewith; and
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(2) with full recognition of the constitutional right of eitherHouse to change such rules (so far as relating to such House)at any time, in the same manner, and to the same extent as inthe case of any other rule of such House.
SEC. 14303. REPORT TO THE CONGRESS BY THE BOARD OF TRUSTEES OFTHE OASDI TRUST FUNDS REGARDING THE ACTUARIAL BAL-ANCE OF THE TRUST FUNDS.

Section 201(c) of the Social Security Act (42 U.S.C. 401(c)) isamended by inserting after the first sentence following clause (5)the following new sentence: "Such statement shall include a find-ing by the Board of Trustees as to whether the Federal Old-Ageand Survivors Insurance Trust Fund and the Federal Disability In-surance Trust Fund, individually and collectively, are in close actu-arial balance (as defined by the Board of Trustees).".
SEC. 14304. EFFECTIVE DATE.

Sections 14301 and 14302, and any amendments made by suchsections, shall apply with respect to fiscal years beginning on orafter October 1, 1991. Section 14303 shall be effective for annual re-ports of the Board of Trustees issued in or after calendar year 1991.

Subtitle D—Treatment of Fiscal Year 1991
Sequestration

SEC. 14401. RESTORATION OF FUNDS SEQUESTERED.
(a) ORDER RESCINDED.—UPOn the enactment of this Act, theorders issued by the President on August 27, 1990, and October 15,1990, pursuant to section 252 of the Balanced Budget and Emergen-cy Deficit Control Act of 1985 are hereby rescinded.
(b) AMOUNTS RESTORED—Any action taken to implement theorders referred to in subsection (a) shall be reversed, and any se-questrable resource that has been reduced or sequestered by suchorders is hereby restored, revived, or released and shall be avail-able to the same extent and for the same purpose as if the ordershad not been issued.

Subtitle E—Government.Sponsored Enterprises
SEC. 14501. FINANCIAL SAFETY AND SOUNDNESS OF GOVERNMENT.SPON.

SORED ENTERPRISES.
(a) DEFINITION.—For purposes of this section, the terms "Govern-ment-sponsored enterprise' and "GSEs" mean the Farm CreditSystem (including the Farm Credit Banks, Banks for Cooperatives,Federal Agricultural Mortgage Corporation, and Farm Credit In-surance Corporation), the Federal Home Loan Bank System, theFederal Home Loan Mortgage Corporation, the Federal NationalMortgage Association, and the Student Loan Marketing Associa-tion.
(b) TREASURY DEPARTMENT STUDY AND PROPO5ED LEGISLATION.—(1) The Department of the Treasury shall prepare andsubmit to Congress no later than April 30, 1991, a study ofGSEs and recommended legislation.

(2) The study shall include an objective assessment of the fi-nancial soundness of GSEs, the adequacy of the existing regu-
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latory stucture for GSEs, and the financial exposure of the
Federal Government posed by GSEs.

(c) CONGRESSIONAL BUDGET OFFICE STUDY.—
(1) Tpe Congressional Budget Office shall prepare and

submit to Congress no later than April 30, 1991, a study of
GSEs.

(2) The study shall include an analysis of the financial risks
each GSE assumes, how Congress may improve its understand-
ing of those risks, the supervision and regulation of GSEs' risk
management, and the financial exposure of the Federal Gov-
ernment posed by GSEs. The study shall also include an analy-
sis of alternative models for oversight of GSEs and of the costs
and benefits of each alternative model to the Government and
to the markets and beneficiaries served by GSEs.

(d) ACCESS TO RELEvANT INFORMATION.—
(1) For the studies required by this section, each GSE shall

provide full and prompt access to the Secretary of the Treas-
ury and the Director of the Congressional Budget Office to its
books and records and other information requested by the Sec-
retary of the Treasury or the Director of the Congressional
Budget Office.

(2) In preparing the studies required by this section, the Sec-
retary of the Treasury and the Director of the Congressional
Budget Office may request information from, or the assistance
of, any Federal department or agency authorized by law to su-
pervise the activities of a GSE.

(e) CONFIDENTIALITY OF RELEVANT INFORMATION.—
(1) The Secretary of the Treasury and the Director of the

Congressional Budget Office shall determine and maintain the
confidentiality of any book, record, or information made avail-
able by a GSE under this section in a manner consistent with
the level of confidentiality established for the material by the
GSE involved.

(2) The Department of the Treasury and the Congressional
Budget Office shall be exempt from section 552 of title 5,

United States Code, for any book, record, or information made
available under subsection (d) and determined by the Secretary
of the Treasury or the Director of the Congressional Budget
Office, as appropriate, to be confidential under this subsection.

(3) Any officer or employee of the Department of the Treas-
ury or the Congressional Budget Office shall be subject to the
penalties set forth in section 1906 of title 18, United States
Code, if—

(A) by virtue of his or her employment or official posi-
tion, he or she has possession of or access to any book,
record, or information made available under and deter-
mined to be confidential under this section; and

(B) he or she discloses the material in any manner other
than—

(i) to an officer or employee of the Department of
the Treasury or the Congressional Budget Office; or

(ii) pursuant to the exception set forth in such sec-
tion 1906.
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(0 REQUIREMENT TO REPORT LEGISLATION__The committees of ju-risdiction in the House and Senate shall prepare and report to theHouse and Senate, respectively, no later than September 15, 1991,legislation to ensure the financial soundness of GSEs and to mini-mize the possibility that a GSE might require future assistancefrom the Government.

PART 2

THE AMENDMENT To BE OFFERED BY REPRESENTATIVE ROSTENKOW.
5K1 OF ILLINOIs, OR His DESIGNEE,

DEBATABLE FOR NOT To EXCEED1 HOUR

Amend Subtitle D of title XII to read as follows:

Subtitle D—Provjsjons Relating to Medicare Part BPremium and Deductible
SEC. 12301. PART B PREMIUM.

Section l839(eXl) of the Social Security Act (42 U.S.C. l395r(eXl))is amended—
(1) by inserting "(A)" after "(e)(1)", and
(2) by adding at the end of the following new subparagraph:"(B) Notwithstanding the provisions of subsection (a), the month-ly premium for each individual enrolled under this part for eachmonth in—
"(i) 1991 shall be $29.90,
"(ii) 1992 shall be $31.70,
"(iii) 1993 shall be $36.50,
"(iv) 1994 shall be $41.20, and
"(v) 1995 shall be $46.20.".

SEC. 12302. PART B DEDUCTIBLE.
Section 1833(b) of the Social Security Act (42 U.S.C. 13951) isamended by inserting after "$75" the following: "for calendar yearsbefore 1991 and $100 for 1991 and subsequent years".Strike title XIII and insert the following:

TITLE XIII_.COMMI1VEE ON WAYS AND MEAN5
RE VENUE PROVISIONS

SEC. 13001. SHORT TITLE; ETC.
(a) SHORT TITLE.—Thjs title may be cited as the "Revenue Recon-ciliation Act of 1990".
(b) AMENDMENT OF 1986 CODE.—Except as otherwise expresslyprovided, whenever in this title an amendment or repeal is ex-pressed in terms of an amendment to, or repeal of, a section orother provision, the reference shall be considered to be made to asection or other provision of the Jnternaj Revenue Code of 1986(c) SECTION 15 NOT To APPLY._-Except as otherwise expresslyprovided in this title, no amendment made by this title shall betreated as a change in a rate of tax for purposes of section 15 of theInternal Revenue Code of 1986.

(d) TABLE OF CONTENTS.—
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TITLE XIII—COMMITIEE ON WAYS AND MEANS: REVENUE PROVISIONS

Sec. 13001. Short Title; etc.

Subtitle A—Individual Income Tax Provisions; Luxury Excise Tax

PiiT I—PROVISIONS AFFECFING HIGH-INCOME INDIVIDUALS

Sec. 13101. Elimination of provision reducing marginal tax rate for high-income tax-
payers.

Sec. 13102. Increase in rate of individual alternative minimum tax.
Sec. 13103. Surtax on individuals with incomes over $1,000,000.

Sec. 13104. Taxes on luxury items.
Sec. 13105. Increase in dollar limitation on amount of wages subject to hospital in-

surance tax.

PART II—DEiY OF INDEXING OF INCOME TAX BRACKFS AND PERSONAL EXEMPTIONs

Sec. 13111. Delay of indexing of income tax brackets and personal exemptions.

PART Ill—PROVISIONS RELATED TO EARNED INCOME TAX CREDIT

Sec. 13121. Increase in earned income tax credit.
Sec. 13122. Simplification of credit.

PART 1V—CAPITAL GAINS PROVISIONS

Subpart A—Reduction in Capital Gains Tax for Individuals

Sec. 13131. Reduction in capital gains tax for individuals

Subpart B—Depreciation Recapture

Sec. 13135. Recapture under section 1250 of total amount of depreciation.

Subtitle B—Excise Taxes

PART I—TAXES RELATED TO HEALTH AND THE ENvIRONMENT

Sec. 13201. Increase in excise taxes on distilled spirits, wine, and beer.
Sec. 13202. Increase in excise taxes on tobacco products.
Sec. 13203. Additional chemicals subject to tax on ozone-depleting chemicals.

PART Il—USER RELATED TAXES

Sec. 13211. Increase and extension of aviation-related taxes and trust fund; repeal of
reduction in rates.

Sec. 13212. Amendments to gas guzzler tax.
Sec. 13213. Increase in harbor maintenance tax.
Sec. 13214. Extension of Leaking Undergound Storage Tank Trust Fund Taxes.
Sec. 13215. Floor stocks tax treatment of articles in foreign trade zones.

Subtitle C—Other Revenue Increases

PART I—INSURANCE PROVISIONS

Subpart A—Provisions Related to Policy Acquisition Costs

Sec. 13301. Capitalization of policy acquisition expenses.
S' 13302. Treatment of nonlife reserves of life insurance companies.
&:. 13303. Treatment of life insurance reserves of insurance companies which are

not life insurance companies.

Subpart B—Treatment of Salvage Recoverable

Sec. 13305. Treatment of salvage recoverable.

Subpart C—Waiver of Estimated Tax Penalties

Sec. 13307. Waiver of estimated tax penalties.

PART lI—COMPLIANCE PRovIsioNs

Sec. 13311. Suspension of statute of limitations during proceedings to enforce certain
summonses.

Sec. 13312. Accuracy-related penalty to apply to section 482 adjustments.
Sec. 13313. Treatment of persons providing services.
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Sec. 13314. Application of axnendment made by section 7403 of Revenue Reconcilia-
tion Act of 1989 to taxable years beginning on or before July 10, 1989.

Sec. 13315. Other reporting requirements.
Sec. 13316. Study of section 482.

PART HI—EMPLOYER REVERSIONS

Subpart A—Treatment of Reversions of Qualified Plan Asaets to Employers
Sec. 13321. Increase in reversion tax.
Sec. 13322. Additional tax if no replacement plan.
Sec. 13323. Effective date.

Subpart B—Transfers to Retiree Health Accounts
Sec. 13325. Transfer of excess pension assets to retiree health accounts.
Sec. 13326. Application of ERISA to transfers of excess pension assets to retiree

health accounts.

PART IV—CORPORATE PRoVISIoNs

Sec. 13331. Recognition of gain by distributing corporation in certain section 355
transactions.

Sec. 13332. Modifications to regulations issued under section 305(c).
Sec. 13333. Modifications to section 1060.
Sec. 13334. Modifications to corporation equity reduction limitations on net operat-

ing loss carrybacks.
Sec. 13335. Issuance of debt or stock in satisfaction of indebtedness.

PART V—EMPLOYMENT TAX PRoVIsIoNs

Sec. 13341. Coverage of certain State and local employees under Social Security.
Sec. 13342. Extension of surtax on unemployment tax.
Sec. 13343. Deposits of payroll taxes.

PART VI—MISCELLkNEOUS PRoVISIoNs

Sec. 13351. Special rules where grantor of trust is a foreign person.
Sec. 13352. Return requirement where cash received in trade or business.

Subtitle A—Individual Income Tax Provisions; Luxury
Excise Tax

PART I—PRO VISIONS AFFECTING HIGH-INCOME
INDIVIDUALS
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SEC. 13105. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF WAGES
SUBJECT TO HOSPITAL INSURANCE TAX.

(a) HOSPITAL INSURANCE TAX.—.
(1) IN GENERAL.—Paragraph (1) of section 3121(a) is amend-

ed-
(A) by striking "contribution and benefit base (as deter-

mined under section 230 of the Social Security Act)" each
place it appears and inserting "applicable contribution
base (as determined under subsection (x))", and
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(B) by striking "such contribution and benefit base" and
inserting "such applicable contribution base".

(2) APPLICABLE CONTRIBUTION BASE.—Section 3121 is amended
by adding at the end thereof the following new subsection:

"(x) APPLICABLE CONTRIBUTION BA.SE.—For purposes of this chap-
ter—

"(1) OLD-AGE, SURVIVORS, AND DISABILITY IN5URANCE.—For
purposes of the taxes imposed by sections 3101(a) and 3111(a),
the applicable contribution base for any calendar year is the
contribution and benefit base determined under section 230 of
the Social Security Act for such calendar year.

"(2) HOSPITAL IN5URANCE.—For purposes of the taxes im-
posed by section 3101(b) and 3111(b), the applicable contribu-
tion base is—

"(A) $100,000 for calendar year 1991, and
"(B) for any calendar year after 1991, $100,000 adjusted

in the same manner as is used in adjusting the contribu-
tion and benefit base under section 230 of the Social Secu-
rity Act."

(b)SELF-EMPLOYMENT TAx.—
(1) IN GENERAL.—Subsection (b)of section 1402 is amended by

striking "the contribution and benefit base (as determined
under section 230 of the Social Security Act)" and inserting
"the applicable contribution base (as determined under subsec-
tion (k))'.

(2) APPLICABLE CONTRIBUTION BASE.—Section 1402 is amended
by adding at the end thereof the following new subsection:

"(k) APPLICABLE CONTRIBUTION BA.SE.—For purposes of this chap-
ter—

"(1) OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE.—For
purposes of the tax imposed by section 1401(a), the applicable
contribution and benefit base determined under section 230 of
the Social Security Act for such calendar year.

"(2) HOSPITAL INSURANCE.—FOr purposes of the tax imposed
by section 1401(b), the applicable contribution base for any cal-
endar year is the applicable contribution base determined
under section 3l21(x)(2) for such calendar year."

(c) RAILROAD RETIREMENT TAx.—ClauSe (i) of section 323 1(e)(2XB)
is amended to read as follows:

"(i) TIER 1 TAXES.—
"(I) IN GENERAL.—Except as provided in sub-

clause (II) of this clause and in clause (ii), the
term 'applicable base' means for any calendar
year the contribution and benefit base determined
under section 230 of the Social Security Act for
such calendar year.

"(II) HOSPITAL INSURANCE TAXES.—For purposes
of applying so much of the rate applicable under
section 3201(a) or 322l(a) (as the case may be) as
does not exceed the rate of tax in effect under sec-
tion 3101(b), and for purposes of applying so much
of the rate of tax applicable under section
321l(aXl) as does not exceed the rate of tax in
effect under section 1401(b), the term 'applicable
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base' means for any calendar year the applicable
contribution base determined under section
3121(x)(2) for such calendar year."

(d) TECHNICAL AMENDMENTS.—
(1) Paragraph (3) of section 6413(c) is amended to read as fol-

lows:
"(3) SEPARATE APPLICATION FOR HO5PITAL IN5URANCE TAXEs.—

In applying tis subsection with respect to—
"(A) the tax imposed by section 3101(b) (or any amount

equivalent to such tax), and
"(B) so much of the tax imposed by section 3201 as is de-

termined at a rate not greater than the rate in effect
under section 3101(b);

the applicable contribution base determined under section
3121(x)(2) for any calendar year shall be substituted for 'contri-
bution and benefit base (as determined under section 230 of the
Social Security Act)' each place it appears."

(2) Sections 3122 and 3125 are each managed by striking
"contribution and benefit base limitation" each place it ap-
pears and inserting "applicable contribution base limitation".

(e) EFFECTIVE DATE.—The amendments made by this section shall
apply to 1991 and later calendar years.
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PART V—EMPLOYMENT TAX PROVISIONS

SEC. 13341. COVERAGE OF CERTAIN STATE AND LOCAL EMPLOYEES
UNDER SOCIAL SECURITY.

(a) EMPLOYMENT UNDER OASDI.—Paragraph (7) of section 210(a)
of the Social Security Act (42 U.S.C. 410(aX7)) is amended—

(1) by striking "or" at the end of subparagraph (D);
(2) by striking the semicolon at the end of subparagraph (E)

and inserting ", or"; and
(3) b adding at the end of the following new subparagraph:

'(F) service in the employ of a State (other than the Dis-
trict of Columbia, Guam, or American Samoa), of any po-
litical subdivision thereof, or of any instrumentality of any
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one or more of the foregoing which is wholly owned there-by, by an individual who is not a member of a retirementsystem (as defined in section 218(bX4)) of such State, politi-cal subdivision, or instrumentality, except that the provi-sions of this subparagraph shall not be applicable to serv-ice performed—
"(i) by an individual who is employed to relieve such

individual from unemployment;
"(ii) in a hospital, home, or other institution by a pa-tient or inmate thereof;
"(iii) by any individual as an employee serving on atemporary basis in case of fire, storm, snow, earth-

quake, flood, or other similar emergency;
"(iv) by an election official or election worker if the

remuneration paid in a calendar year for such serviceis less than $100; or
"(v) by an employee in a position compensated solelyon a fee basis which is treated pursuant to section

211(cX2XE) as a trade or business for purposes of inclu-sion of such fees in net earnings from self-employ-ment.
(b) EMPLOYMENT UNDER FICA.—Paragraph (7) of section 3121(b)of the Internal Revenue Code of 1986 is amended—

(1) by striking "or" at the end of subparagraph (D);
(2) by striking the semicolon at the end of subparagraph (E)and inserting ", or"; and
(3) b' adding at the end of the following new subparagraph:'(F) service in the employ of a State (other than the Dis-trict of Columbia, Guam, or American Samoa), of any po-litical subdivision thereof, or of any instrumentality of anyone or more of the foregoing which is wholly owned there-by, by an individual who is not a member of a retirementsystem (as defined in section 218(bX4) of the Social Securi-ty Act) of such State, political subdivision, or instrumental-ity, except that the provisions of this subparagraph shallnot be applicable to service performed—

"(i) by an individual who is employed to relieve suchindividual from unemployment;
"(ii) in a hospital, home, or other institution by a pa-tient or inmate thereof;
"(iii) by any individual as an employee serving on atemporary basis in case of fire, storm, snow, earth-

quake, flood, or other similar emergency;
"(iv) by an election official or election worker if the

remuneration paid in a calendar year for such serviceis less than $100; or
"(v) by an employee in a position compensated solely

on a fee basis which is treated pursuant to section
l402(cX2XE) as a trade or business for purposes of in-clusion of such fees in net earnings from self-employ-ment.

(c) MANDATORY EXCLUsION OF CERTAIN EMPLOYEES FROM STATE
AGREEMENTS._SectiOn 218(cX6) of the Social Security Act (42U.S.C. 418(cX6)) is amended—
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(1) by strildng "and" at the end of subparagraph (D);
(2) by striking the period at the end of subparagraph (E) and

inserting in lieu thereof ", and"; and
(3) by adding at the end the following new subparagraph:
"(F) service described in section 210(aX7XF) which is included

as 'employment' under section 210(a).".
(d) EcnvE DATE.—The amendments made by this section shall

apply with respect to service performed after December 31, 1990.
SEC. 13342. EXTENSION OF SURTAX ON UNEMPLOYMENT TAX.

(a) GENERAL Rui.—Subsection (a) of section 3301 (relating to
rate of unemployment tax) is amended by striking paragraphs (1)
and (2) and inserting the following:

"(1) 6.2 percent in the case of calendar years before 1996, or
"(2) 6.0 percent in the case of calendar year 1996 and each

calendar thereafter,".
(b) EFFECTIVE DATE.—The amendments made by subsection (a)

shall apply to calendar years after 1990.
SEC. 13343. DEPOSITS OF PAYROLL TAXES.

(a) IN GENERAL—Subsection (g) of section 6302 is amended to
read as follows:

"(,g). DEPOSITS OF SOCIAL SECURITY TAXES AND WITHHELD INCOME
TA.xEs.—If, under regulations prescribed by the Secretary, a person
is required to make deposits of taxes imposed by chapters 21 and 24
on the basis of eighth-month periods, such person shall make de-
posits of such taxes on the 1st banking day after any day on which
such person has $100,000 or more of such taxes for deposit.".

(b) TECHNICAL AMENDMEN'r.—Paragraph (2) of section 7632(b) of
the Revenue Reconciliation Act of 1989 is hereby repealed.

(c) EPcTIvE DArE.—The amendments made by this section shall
apply to amounts required to be deposited after December 31, 1990.
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PROVIDING FOR CONSIDER-
ATION OF H.R. 5835, OMNIBUS
BtJDG RECONCILIATION ACT
OF 1990
Mr. DERRICK. Mr. Speaker, by di-

rection of the Committee on Rules, I
call up House Resolution 509 and ask
for Its immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. RES. 509
Resolved, That at any time after the adop-

ttor of this resolution the Speaker may,
pursuant to ciuse 1(b) of rule XXIII, de-
clare the House resolved Into the Commit-
tee of the Whole House on the State of the
Union for the consideration of the bill (KR.
5835) to provide for reconciliation pursuant
to scction 4 of the coricurren reaolution on
the budget for the fiscal year 191, and the
first reading of the bfll shall be dispensed
with. AB points of order against the bill and
against Its consideration are hereby waived.
except that the chairman of the Committee
on Ways and Means, or his designee. I u-
thorLzed to raise poInts of order under
clause 5(b), rule XXI. After general debate,
which shall be confined to the bill and the
amendmentS made In order by this resolu-
tion and which shall not exceed three
hours, to be equally di'.lded and controlled
by the chairman azid r&nklng minority
member of the Cozrmit tee on the Budget,
the bill shall be considered as having been
read for amendment under the five-minute
rule. The amendment3 printed in part one
of the report of the CommIttee on Rules ac-
companying this resolution shfl be conMd
ered as having been adopted in the Hou.ce
and in the Committee of the Whole. No
other amendment to the bill shall be in
order in the House or in the Committee of
the Whole except those printed In part two
of the report of the Committee on Rules or
a specified herein. it shall be in order to
consider en bloc the amendmen.8 printed in
the report of the Committee on Rules. U of-
fered by Representative RostenkowSkl. or
his designee, and said amendments en bloc
shall be considered as having been read.
Said amendments en bloc shall be debatable
for the period specified in the report, equal-
ly divided and controlled by the proponent
and Member opposed thereto. Said niend-
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ment8 en bloc shall not be subject to amend-
ment, or be subject to a demand for s dlvi-
'ion of the question in the House or In the
Committee of the Whole. AU points of order
are hereby waived against the amendments
printed In the report. It shall be In order to
consider en bloc amendment8 offered by
Representative Panetta of California, or his
designee, and said amendnent.e en bloc shall
not be subject to amendment, or to a
demand for a division of the question in the
Rouse or in the Committee of the Whole.
8ald amendments en bloc shaH be consid-
ered a having been read, shall be debatable
for not to exceed thirty minutes, equally di'
vided and controlled by the proponent and &
Member opposed thereto. AU points of order
against the amendments en bloc are hereby
waived. At the conclusion of the consider-
fttion of the bill for amendment, the Com-
mittee shall rise and report the bill to the
Rouse with such amendments a may have
been adopted, and the previous question
shall be considered as ordered on the bill
and amendments thereto to final passage
without intervening motion except one
motion to recommit, which may not include
thstruct.ions.

PARLIAMEN'rAJy INQUIRY

Mr. MICHEL. Mr. Speaker, I have a
parli&mentary Inquiry.

The SPEAKER pro tempore (Mr.
MURTBA). The gentleman will state it.

Mr. MICHEL Mr. Speaker, because
the House has been In somewhat disar-
ray and going through some coninio-
tion, did I understand the Clerk to
have just read House ResolutIon 509?

The SPEAKER pro tempore. The
gentleman Is correct.

POINT OP ORDER
Mr. MICHEL. If so, Mr. Speaker,

then I make a point of order.
The SPEAKER pro tempore. The

gentleman will state his point of order.
Mr. MICHEL Mr. Speaker, I make a

point of order against House Resolu-
tion 509 on grounds that it violates
clause 4(b) of House rule XI. and ask
to be heard on my point of order.

Mr. Speaker, clause 4(b) of House
rule XI provides that, and I quote:

The Committee on Rules shall not report
any rule or order of business which '
would prevent the motion to recomjjit from
being made as provided in clause 4 of rulexv'.

And clause 4 of rule XVI provides.
and again I quote:

After the previous question shall have
been ordered on the passage of a bill or
Joint resotution one motion to recommit
shall be in order, and the Speaker shall give
preference in recognition for such purpose
to a Member who is opposed to the bili or
Joint resolution.

Mr. Speaker, those two clauses were
adopted as anendments to House
Rules on March 15. 1909, when the
then minority party Democrats joined
with a group of insurgent Republicans
to guarantee greater minority rights.
Prior to this rules revision, the motion
to recommit was controlled by the ma-
jority party. This change was institut-
ed for the specific purpose of giving
the minority a final vote on its alter-
native legislative proposal through a
motion to recommit with instructions.
House Resolution 509, on the other
hand, provides that the motion to re-

commit, and I quote, "may not contain
Instructions." It therefore is in direct
violation of this rule which was pur-
posely designed to guarantee the mi.
nority a vote on its alternative by way
of Instructions.

Mr. Speaker, In support of this argu-
ment I quote first from the author of
clause 4(b) of rule XI on the day he
offered the amendment—Representa.
tive John Fitzgerald, a Democrat from
New York. In his words:

Under our present practice, if Member
desires to move to recomnit with instruc-
tions, the Speaker instead of recognizing
the Member desiring to submit ft specific
proposition by instructions, recognizes the
gentjeman in charge of the bill and he
moves to recommit, and upon that motion
demands the previous quesUon. When the
previous question is ordered, the motion to
recommit is voted down. Under our practice,
the motion to recommit might better be
eliminated from the rules altogether.

The subsequent rulings of Speakers
conhfrm that the whole purpose of the
new rule was to permit the minority a
chance to offer a final amendment In
a motion to recommit with Instruc-
tions.

Speaker Champ Clark ruled on May
14, 1912, and I quote:

It is not necessary to go into the history
of how this particular rule came to be
adopted but that it was intended that the
right to make the motion to recommit
should be preserved inviolate.

That is from a precedent found in
volume 8 of Cannon's Precedents In
section 2757. From that same volume
in section 2757 is found a precedent
from October 7, 1919. Former Speaker
Crisp is quoted as follows:

The object of the motion to recommit is
clearly to give the minority of the House
• a chance affirrnatvely to go on record as to
whtt they think this legs1ation should be,
and if a motion to recommit does not permit
that, then the motion is futile.

And Speaker GIllett, in deciding the
point of order on that occasion, said,
and I quote:

The fact is that s motion to recom-
mit is intended to give the minority one
chance to fully express their views so long
aa they are germane. • The whole pur-
pose of this motion to recommit s to have a
record vote on the program of the minority.
That Is the main purpose of the motion to
recommit..

Speaker Bankhead. in a 1939 ruling
found in volume 7 of Deschler'8 Prece-
dents, chapter 23, sectIon 26.1 saId of
this rule, and I quote:

The purpose of the motion to recommit
• ' is to give Member8 opposed to the bill
an opportunity to have an expression of
opinion by the House upon their proposi-
tion.

Mr. Speaker, the whole key to this
potnt of order and the underlying rule
at Issue is what is meant in clause 4(b)
of rule XI when it says the Rules
Committee "shall not report any rule
or order of business which• • would
prevent the motion to recommit from
being made aa provided in clause 4 of
rule XVI." It is not sufficient for the
Rules Committee to simply permit a
straight motion to recommit and pro.
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hibit instructions, since it may not pre-
vent a motion "as provided" by clause
4 of rule XVI. And the legislative his-
tory of that rule and the early rulings
make clear that what was being pro-
vided was an opportunity for the mi
nority to offer a motion to recommit
of its choosing, with or without in-
structions.

Indeed Deschler's Precedents, In
volume 7, chapter 23, section 25 makes
this abundantly clear, and I quote:

There are in the rules of the House four
motions to refer the ordinary motion pro-
vided for in the first 8entence of clause 4,
Rule XVI when a question is "under
debate;" the motion to recommit with or
without thtruction alter the previow
question has been ordered on a bill or Joint
resolution to final passage provided In the
second sentence of clause 4, Rule XVI .

Mr. Speaker, that second sentence of
clause 4 of rule XVI Is the 1909 rule
that is at Issue in this point of order.
And while it does not specifically men-
tion Instructions, it is clear from the
legislative history behind the rule as
well as this recent interpretation from
Deschler's that the right of the minor-
ity to offer Instructions in a motion to
recommit is not only implied by the
rule, but is the whole reason for the
adoption of the rule in the first place.

It therefore should be obvious that
if the Rules Committee is prohibited
from denying the minority the right
to offer a motion to recommit "as pro-
vided" by that second sentence in that
1909 rule, it may not bring in a rule
such as this which denies Instructions.
To do so is to render rule, which pro-
tects our minority right, null and void.
It is not only a violation of the spirit
of the rule but of the literal content of
the rule.

I therefore urge the Chair to sustain
this point of order for the sake of up-
holding the tradition, the spirit and
the letter of the rule in question.

0 1220
Mr. SOLOMON. Mr. Speaker, will

the gentleman yield on his point of
order?

Mr. MICHEL. I would be happy to
yield to the gentleman from New
York.

The SPEAKER pro tempore (Mr.
MuRrn). The gentleman may not
yield on this point of order.

Does anyone wish to be heard
against the point of order?

Mr. DERRICK. Mr. Speaker, I re-
spectfully suggest that the point of
order as made by the minority leader
is not correct, is not valid. Simply, as
the minority leader has pointed out,
there is a motion to recommit, but the
motion does not have Instructions.
There is ample precedent in the House
over a long period of time that says
that a motion to recommit is in order,
it Is necessary that it also include the
Instructions,

Mr. SOLOMON. Mr. Speaker, I ask
to be heard on the point of order.

CONGRESSIONAL RECORD HOUSE
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Mr. DERRICK. Mr. Speaker, I reit-
erate my original statement on the
point of order.

The SPEAKER pro tempore (Mr.
Mwtit). Does anyone else wish to be.
heard on the point of order? If not,
the Chair will refer to a ruling by
Speaker Rathey, January 11, 1934
cited on page 471 of the Manual and in
Deschler's volume 6, chapter 21, sec-
tIon 26.11, and in volume 7, chapter 23,
section 25:

The Chair w)I state that the Committee
on Rules may, without violating this clause.
recomxnend a special order which limits, but
does not totally prohibit, a motion to recom-
mit pending passage of bill or joint resolu•
tion. such a8 precluding the motion from
containing Instructions relative to certain
amendments.

In the only precedent directly relat-
ing to the question at Issue, Speaker
Ralney on January 11, 1934, ruled and
was sustained on appeal. The Commit-
tee on Rules is not precluded tinder
clause 4b, rule XI, from specifically
limiting motions to recommit bills or
joint resolutions pending the question
of final pa&age to specific type of in-
structions.

Speaker Rainey stated on that occa-
sion:
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The Chair, therefore, holds the motion to
recommit, as provided In clause 4, nile XVI,
has been reserved to the minority and that,
Insofar as 8uch a nile Is concerned, the spe-
cial nile,—

And the Chair emphasizes to the
souse,
does not deprive the mIrorlty of the right to
make a simple motion to recommit.
This is Speaker Rainey speaking:

The Chair thinks, however, that a motion
to recommit with instructions to incorpo-
rate a provision, which would be in violation
of the special nile, and would not be In
order.

Thus, the Committee on Rules has
the authority to recommend special
rules to the House which may limit,
but not totally prohibit, the type of
motion to recommit which may be of-
fered, not merely with respect to the
general rules of the House, but with
respect to germane amendments
which might otherwise be in order.
Clause of Rule XVI does not guaran-
tee that a motion to recommit a bill
may always include Instructions.

The Chair, therefore, overrules the
point of order.

Mr. WALKER. Mr. Speaker, I re-
spectfully appeal from the ruling of
the Chair.

The SPEAKER pro tempore. The
question Is, Shall the decision of the
Chair stand as the judgment of the
House?

MOTION O1'TERZD BY MB. DZRRICK

Mr. DERRICK. Mr. Speaker, I move
to lay the appeal of the ruling of the
Chair on the table.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from South Carolina
[Mr. DRIc] to lay the appeal of the
ruling of the Chair on the table.

The question was taken and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. WALKER. Mr. Speaker, I object
to the vote on the ground that a
quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER pro tempore. Evi•
dently a quorum is not present.

The Sergeant at !rrns will notify
absent Members.

The vote was taken by electronic
device, and there were—yeas 251, nays
171, not votIng 11, as follows:

CoUtn
YEAS—251

Ackerman
Alexander
Andeion
Andrew5
Annunzo
Anthon3'
App1eate
Aspin
Atktha
AuCoin
Barn&rd
Bates
BeLIen8On
Berman
BevW
BIIbT3Y
Bogga
Bonlor

.

Bosco
Boucher
Boxer
Brocik
Browder
Brown (CA)
Bruce
Bynt
Busthnante
Byron
Caznpbeil (CO)
Cardin
Cazper
CarT
Chapman
C*e
Clay
Clement
Coem,.n (TX)

Condit
Conyer.
Cooper
Co8telIo
Coyne
Crockett
Dsrden
de Ia Garz&
DePzio
Delluxna
Derrick
Dlcka
DUigeli
Dixon
DonnellY
Dorgan (ND)
Downey
Durbtn
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The SPEAKER pro tempore. The and $500 million over 5 years. Arid it is

gentleman from New York (Mr. Soio my understanding—
MONI is recognized. Mr. WATKR. Regular order, Mr.

Mr. SOLOMON. Mr. Speaker and Speaker.
my colleagues, I would point out that The SPEAKER pro tempore. The
at midnight last night, when the Rules gentleman must confine himself to the
Committee was reconvened to meet on point of order..
this outrageous rule, I brought up the Mr. HEFNER. I am getting to the
very point that the Republican leader point of order, Mr. Speaker, if I may
Is making, that this was a violation of be allowed.
81 years of precedent of this House Mr. SOLOMON. Regular order, Mr.
and it was countered at that time with Speaker.
the argument, "Well, you know, In The SPEAKER pro tempore. The
years past we have given you Republi- gentleman will state his point of order.
cans a substitute to give you a bite of Mr. DERRICK. Mr. Speaker, we ex-
the apple." But I want to point out tended the courtesy to the gentleman
that in this rule, Mr. Speaker, and ev- from New York. He was not addressing
erybody here should pay attention, the point of order. Arid I suggest that
this rule does not even allow a Repub- we ought to extend the same courtesy
lican subtitute. We made that request here.
by letter of the Republican leader, The SPEAKER pro tempore. Regu-
which is in the record of the Rules iar order has been demanded.
Committee proceedings last night. The gentleman from North Carolina

Never before has a Republican (Mr. Hrnii must adhere to the regu-
leader been denied his right and at the lar order and will address the point of
same time been denied a right of re- order.
committal with instructions. That, Mi. Mr. HEFNER. The point that I
Speaker, is outrageous. You should make is that the minority has not
not stand for it, You have the power been denied in this rule process. If my
to prevent these things from happen- information is correct, and someone
ing and let the American people be can correct me If I am wrong, the mi-
heard from all sides of this aisle. Afld I nority was offered the opportunity to
hope that you sustain his point of offer a substitute just as they have the
order. past 10 years in this body. The minori-

Mr. MICHEL. Mr. Speaker, may I ty opted not to offer a substitute that
further be heard very briefly on the got to the $500 billion over 5 sears. It
point of order? did not meet the criteria that every

The SPEAKER pro tempore. The other group has been asked to meet
gentleman from Illinois (Mr. Miciivi before they offered—
is recognized. Regul order, Mr.

Mr. MICHEL. In response to the (115 Speaker.
tinguished gentleman from South Mr. HEFNER. I think I have made
Carolina who makes the point that it my point. Mr. Speaker, I yield the
is not unique to have straight motions time.to recommit around here, I would
admit to that. But what I am arguing 0 1230
here is the fact that having been
denied any kind of an amendment to
express our minority point of view in
the normal proceeding of things, cer-
tainly then we ought to be granted, as
I have outlined before, that motion to
recommit with Instructions, to really
be meaningful. Otherwise, there is no
vehicle, no opportunity for members
of any minority for that matter, to ex-
press their feelings, their views on a
given piece of legislation.

T1e SPEAKER pro tempore. Does
anyone else wish to be heard on the
point of order?

The Chair recognizes the gentleman
from North Carolina (Mr.

Mr. HEFNER. May I be heard1 Mr.
Speaker?

I do not Inow If it exactly applies to
a point of order, but I think it fits in
with a statement the gentleman from
New York made.

Now, the President of the United
States stood in the well of this
House—stood here and addressed a
joint session of the Congress and stip-
ulated that we wanted $500 bifilon of
budget reductions tn the next 5 years.
People have labored long hours, weeks
and months, to try to get to a $50 bil-
lion reduction package the first year
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Lentos
Laughlin
Leath (TX)
Lehman (CA)
Lehman (FL)
Levth (MI)
Levine (CA)
Lewii (GA)
Lipineki
Uoyd
Long
Lowey am
Luken, Thomas
Manton
Markey
Martinez
Mataul
Mavroules
Macsoil
McCloakey
McCurdy
McDermott
McHugh
McMtllen (MD)
McNulty
Mt urns
Miller (CA)
Mineta
Mink
Moakley
Moilohen
Montgomery
Moody
Mrazek
Murphy
Murtha
Nagle
Natcher
Neal (MA)
Neal (NC)
Nelson
Nowak
Ocher
Oberatar
Obey
Olin
Orlia
Owens (NY)
Owens (UT)
Pallone
Panetta
Parker
Patterson
Plyne (NJ)
Pa)'ne(VA
Pease
Pelosi
Penny
Perkins
Plckett
Pickle
Poshard
Price
Rahali

NAYS—jyl -
Davis Henry
DeLey Herger
DeWino filer
Dickinson Holioway
Dornan (CA) Hopkins
Douglas Horton
Dreler Houghton
Duncan Huntei
Edwards (OK) Hyde
Emerson Inhofe
Pawefl Ireland
Fields James
Fish Johnson (CF)
Prensel Kaslch
Osliegly Kolbe
Osilo Kyl
Oekas Lagomarelno
Ommor Leach (IA)
OUm&n Lent
Gingrich L.wIs (CA)
Ooodling Lewis (FL)
Goes IAgttfoot
Orad1so Livingston
Orandy Lowery (CA)
Grant MachUcy
Green Madigan
Ounderson Martin (IL)liarnmersch Martin (NY)
Hancock Mandles,Banse MccollumMery
He557 Maflad.
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McEwen
McGrath
McMUIan (NC)
Meyers
Michel
Miller (OH)
Miller (WA)
Molinarl
Moorhead
Morella
Morrison (WA)
Myers
Nielson
Oxley
PackardPa
Pashayan
Paxon
Petit
Porter
Puraeli
OulUen
Ravenel
Regula
Rhodes
Rinaldo

NOT VOTING—Il
Morrison (CT) Savage
Ridge Schuette
Rowland (CT) Thomas (CA)
Rowland (GA)

Hitter
Roberts
Robinson
Rogers
Rohj'sJcher
Ros-Lehtinen
Roth
Roukema
Salki
&xton
Schaefer
&hfff
Schneider
SCbWze
Sensenbrenner
Shaw
Shays
Shumway
Shuster
Skeen
Slaughter (VA)
Smith (NE)
Smith (NJ)
Smith (TX)
Smith (VT)
Smith. Dezuiy

(OR)

Smith. Robert
(NE)

Smith. Robert
(OR)

Snowe
Solomon
Spence
Stangeland
Stearns
Stump
Sundqulst
Tauke
Thomas (WY)
Upton
vander Jsgt
vucanovich
Walker
Walsh
Weber
Weldon
Whittaker
Wolf
Wylie
Young (AK)
Young (FL)

Ray
Richardson
Roe
Rose
Rostenkowaki
Royba)
Ruaso
Subs
Sangmelster
SarpaUus
Sawyer
Scheuer
Schroeder
Schumer
Serrano
Sharp
Sik.orskl
51518k),
Skagga
Skelton
Slattery
Slaughter (NY)
Smith (FL)
Smith (IA)
Solara
Spratt
Staggers8nge
Stark
Stenboins
Stokej
Studds
Swift
Synar
Tallon
Tanner
Tausin
Taylor
Thomas (GA)
Torres
TorricelU
Towns
Traticant
Traxier
UdaU
Unsoeld
Valentine
Vento
tlaclosky
Volkmer
Waigren
Washington
Watkins
Wagman
Weiss
Wheat
Wh18ten
Willisns
Wliaon
Wise
Woipe
Wyden
Yates
Yatron

Dwyer.
Dymafly
Dyson
Early

Edwards (CA)
English
Erdrelch
Espy

-Evans
Fa8cell
Faalo
Feighan
Flake
FlIppo
Foglietta
Ford (MI)
Ford (TN)
Prank
Fmst
Oaydos
Oejdenson
OePhardt
Oeren
Gibbons
Oilckznan
Gonzalez
Gordon
Gray
Ouarinl
Hail (OH)
Bali (1
Hamfl
Harris
Hatcher
Hawkins
Hayes (IL)
Hayes (LA)
Hefner
Rertel
Hoagland
Hochbrueckaer
foyer
Hubbard
Huckabg
Hughes
Hut.to
Jacobs
Jenkins
Johnson (SD)
Johnston
Jones (GA)
Jones (NC)
Jonts

Kaptur
Kastenmele,
Kennedy
Kenneily
Kilde,
Kletwka
Kolter
Xostmayer
LaPeice

Areher

Baker
Ballenge,
Bartlett
Barton
Bateman
Bennett
Bentley
Bereuter
Bilirakis
Bifley
Boehlert
Brootnfleld
Brows (CC))
Buechner
Bunning
Burton
Callahan
Caxnpbell (CA)
Chandler
Clinger
Coble
Coleman (MO)
Conibeet
Conte
Coughlln
Courter
Cox
Craig
Own.
Dannemeyer
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Whole except the amendments en bloc
printed in part 2 of the report or speci-
fied in the rule. In addition, the rule
makes in order consideration of the
amendments in part 2 en bloc, not sub-
ject to a demand for a division of the
question in the House or in the Com-
mittee of the Whole. The 1 hour of
debate time Is to be equally divided
and controlled by the proponent and a
Member opposed. The rule also waives
all points of order against the amend-
ment in the report.

Finally, Mr. Speaker, the rule makes
in order amendments to be offered by
Representative PANEL-rA en bloc. The
amendments en bloc, debatable for 30
minutes, are not subject to a demand
for a division of the question in the
House or .in the Committee of the
Whole. The rule also provides for one
motion to recommit which may not in.
dude instructions.

Mr. Speaker, as my colleagues are
well aware, the Omnibus Budget Rec-
onciliation Act of 1990 Is the legisla-
tion implementing the deficit reduc-
tion plan agreed to at the budget
sununit as reflected in House Concur-
rent Resolution 310, the concurrent
resolution on the budget for fiscal
years 1991 through 1995. ThIs bill con-
tains submissions from 12 House com-
mittees achieving deficit reduction to-
taling $40 billion in fIscal 1991 and
$500 billion over 5 years.

Mr. Speaker, equally vital to this
deficit reduction effort are the im-
provements to the congressional
budget process incorporated into the
bill by the rule as title XIV.

Title XIV represents the
tion of countless hours of work by the
members and staffs of key committees
of jurisdiction, the administration, and
others in interpreting the enforcement
provisions of the summit agreement
and drafting a comprehensible, work-
able package to implement that agree-
ment. As chairman of the Subcornmit-
tee on the Legislative Process of the
Committee on Rules, which shares ju-
risdiction Over the budget process with
the Committee on Government Oper-
-atlons, I can assure the House these
reforms constitute major improve-
ments which will impose strict budget-
ary discipline during the 5 years cov-
ered by the bi-partisan summit agree-
ment.

These improvements would be ac-
complished in two principal ways.
First, title XIV improves and tightens
the Balanced Budget and Emergency
Deficit Control Act of 1985. commonly
known as Gramni.Rudman.Hollings,
by creating three kinds of sequestra.
tions. One sequestration enforces caps
on discretionary spendlng another en.
forces limits on entitlements and revé.
nue floors, and another provides for
an aeross-the.bco.rd deficit sequestra.
tion similar to the current Oramm.
Rudnian.

Second, the provisions make tempo-
rary revisions to the Congresslonaj
Budget Act. These revisions include re-

Brennan
Engel
Lukena, Donald
Marlenee
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Mr. STANGELAND changed his

vote from "yea" to "nay."
Mr FORD of Michigan changed his

vote from "nay" to "yea."
So the motion to lay the appeal

from the ruling of the Chair. on the
table was agreed to.

The result of the vote was an-
nounced as above recorded.

A motion to reconsider was laid on
the table.

The SPEAKER pro tempore (Mr.
MURTEA). The gentleman from South
Carolina (Mr. DERRICK) is recognized
for 1 hour.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield the
customary 30 minutes to the gentle-
man from Tennessee [Mr. Qun.I.gx),
and pending that, I yield myself such
time as I may consume.

(Mr. DERRICK asked and was given
permission to revise and extend his re-
mark&)

Mr. DERRICK. Mr. Speaker, House
Resolution 509 Is a modified closed
rule providing for 3 hours of general
debate, with the time to be equally di-
vided and controlled by the chairman
and ranking minority member of the
Committee on the Budget. All points
of order against the bill and against its
consideration are waived except that
the Ways and Means Committee chair.
man or his designee may raise points
of order under clause 5(b) of rule XXI.
Clause 5(b) of rule XXI provides that
no bill or joint resolution carrying a
tax or tariff measure shall be reported
by any committee not having jurisdic-
tion to report tax and tariff measures.

The rule provides that the amend-
ment printed In part 1 of the House
Report 101-882 to accompany the rule
will be considered as having been
adopted In the House and In the Com-
mittee of the Whole. The rule makes
In order no other amendments In the
House or in the Committee of the
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qufring 5-year budget resolutions, 5-
year spending allocations, and by en-
hancing the section 302 and 311 poInts
of order to apply them to measures
which would breach the budget-year
tot&ls and the totals for all 5 years
covered by a budget resolution. In ad-
dition, if any bill loses revenue and is
not fully offset by entitlement cuts in
the same bill, the budget committees
may report a spectal reconciliation
concurrent resolution directing the
committees to raise revenues by an
amount equal to the deficIt increase.

Finally, the title provides important
reforms in the area of credit account-
ing, beginning in fiscal year 1992,
which will help us budget for our con-
tingent liabilities. The package also re-
rr.ovca the Social Security trust funds
from the budget and the deficit calcu-
lations under Oramm-Rudxnafl, and
cteates a point of order prohibiting
consideration of a measure which in-
crc.n.v,es Soei Security benefits with-
out Increcuing payroll taxes, or which
cuts benefits without also cutting
taxes.

Mr. Speaker, I urge all Members to
support these needed reforms by sup-
porting the rule and the bill.

1] 1300
Mr. QUILLEN. Mr. Speaker, I yield

myself such time as I may consume.
(Mr. QUILLEN asked and was given

pcrmlssion to revise and extend his re-
r.-arks.)

Mr. QUILLEN. Mr. Speaker, the
able gentleman from South Carolina
has explained the provisions of the
rile and it would be redundant for me
to repeat those.

Mr. Speaker, I want the Members of
this House to listen to what I have to
say. This is not a fair rule. The Demo-
crats are trying to muzzle the Republi-
cans by disallowing them the opportu-
nity to offer a substitute.

I think It is time that we spoke out
to present a budget alternative that
ntakoa sense.

Reductionin spending without new
taxes, that Is the philosophy embodied
in the Republican substitute. The gen.
tieman from Ohio (Mr. Kfslcu) and
the gentleman from Michigan (Mr.
Puxsaui labored hard and long with
their task force to produce this sut.sti-
tute, but the Committee on Rules has
denied the opportunity to debate It on
the floor of the House.

I think there should be a vote up or
down on the Republican substitute.

I have been here 28 years. and very,
very seldom, indeed, have I seen any-
thing like this before. The Nation is at
the crossroads. We are facing crisis
and chaos unless something Is done.

There Is assurance, if the Democrat
proposal Is passed, that it will clear
the Senate, or that it will be signed by
the President of the United States. If
he vetoes It, then there is no assurance
that the veto will be overridden; quite
the contrary, I think It will be aus-
tamed.
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In other words, the Democratic lead-
ership In this House refused to let you
Democrats vote to impose a 10-percent
surtax on incomes over $300,000. Your
Democrat leadership refused to let
you DemocratS vote to impose a 1-per-
cent tax on tax-free foreign corpora-
tions.

Vote no on this rule, Mr. Speaker,
arid you may get that chance.

The letter referred to follows:
House or REPP.ESPFrA?1VE8.

Wasrnngtofl, DC October 15, 1990.
Hon. Jom Jo&SPB M0AK3ev,
C'ha4rmafl, Commfttee on Ruiss, Woslf nO-

ton, DC.
DzsR MR. Ca&XRMAIC I respectfully re-

quest that you make in order an amend-
ment to the 1990 ReconcIliation bill to be
offered by either Rep. Purcell or Rep.
Khsich.

The amendment reduces the deficit by ap-
proximately $400 billion ovcr five years. It
includes a multl-'eat freeze on domestic dis-
cretlone'y spending enforced by 8peflding
caps. An additional $6 billion is cut below
the freeze for International at faLs over the
five years. Entitlement savings and fee in-
creases are equal to the amounts submitted
by the various Committees. The amendment
contains minimal revenue Increases primari-
ly in the form of current law extensions.

It is in my view a tragedy, for this institu-
tion and for the country, that we were not
able to agree on a compromise solution to
our budget problems. Both parties share re-
sponsibility for this failure, which has
shaken the faith of the people of the House.

But since such compromise is not possible
In the current frenzied atmosphere, the
American people should at least be given
the oppoitunity to see the true nature of
the opposing politicI philosophies of our
parties.

It has been wisely said that taxes are what
we pay for civilized society. But excessive
taxes are what sochty pays for irresponsible
govcrnment 8pendlng—and they are too
high a price. No matter what differences we
have on specific tactical issues, House Re-
pubi..ans believe that the problem with the
federal budget Is not that the American
people are taxes too Utile, but that their
elected leaders have been sper4lng too
much.

In the war against the deficit, the first
strike, swift and hard, must be made egaiflat
spending. This is where House Republicans
stand and this Is the mesmge our amend-
nient contains. It Is a message that the
American people deser.e to hear, loud and
clear, or. thc floor of the House tomorrow.

Sincerely,

So here we are, just a few days
before October 19 when this Govern-
ment of ours will come to a screeching
halt. The Federal employees will be
out of work again, our parks will be
closed, the Interior Department facili-
ties downtown will be closed, and visi-
tors will be denied the right to se fa-
cilities that they should have.

So what do we do here today? The
Democrats being a proposal Including
higher taxes to the floor that Is abso-
lutely unacceptable to the Republican
Party. I think that the Democrats
made a serious mistake when they re-
fused my amendment in the Commit-
tre on Rules very early this morning
about 12:30 a.m. to provide that the
Republican substitute be made in
order.

I urge the Members of this body to
vote down the previous question, to
defeat the rule, so that the Committee
on Rules can act again and brln a
rule to the floor allowing the Republi-
can substitute.

Mr. Speaker, I yIeld 3 mInutes to the
gentleman from New York (Mr. SoLo-
?dON).

Mr. SOLOMON. Mr. Speaker, I
thank the gentleman for yielding me
this time.

Mr. Speaker, my colleagues, I am
submitting for the RECORD the Repub-
lican leader's letter to the gentleman
from Massachusetts (Mr. MctxLZY)
asking that his substitute be made in
order. That request was arrogantly
denied.

Mr. Speaker, the excuse was given at
the ulea Committee that a Republi-
can substitute was not made in order
because our package, our tax-free
package, only added up to $410 billion
in deficit reductions and spending
cuts, but that is a poor excuse.

Mr. Speaker, I offered some motions
to make two amendments in order.
Each amendment would have been
added on top of the Republican pack-
age. One amendment would have Im-
posed a 10-percent surtax on personal
Income exceeding $300,000. Those
people could afford to pay.

The other amendment would have
imposcd a 1.percent tax on the volume
of business conducted in our country
by foreign-owned corporations and
subsidiaries of foreign-Owned corpora-
tions. You know what, that amend-

RO!T H. MIC)eEL,

ment was defeated by all nine Demo-
Republtcafl Leader.

crate voting no.
Mr. DERRICK. Mr. Speaker, for

Both of those amendments were purposes of debate only, I yield 3 mm-

shot down. Mr. Speaker, those two utes to the gentleman from California

amendments en bloc with the Republi- (Mr. PANErrAl, the distinguished

can substitute, If made in order, would chairman of the Committee Ofl the
have cut spending by $400 billion, Budget.
which the American people want. It (Mr. PANETrA asked and was given

would have raised nobody's taxes permission to revise and extend his re-

except those making an income over
$3C0,000 and those foreign corpora- Mr. PANET1'A. Mr. Speaker, I rise

tions that presently pay no taxes at in support of the rule and in support

all.
of the previous question.

Is that what you want? You denied Obviously the main Issue here Is the

It. I offered those same amendments is.iue of whether or not an alternative

to the Rostenkowaki proposal, and all amendment ought to be provided here,

nine Democrats voted no upstairs last and the reasons it should not be pro-

night at midnight No press was there. vided are baslrnlly three.

CONGRESSIONAL RECORD — HOUSE



October 16, 1990
No. 1, we have been 8truggllng for

the last 6 months to try to reach tar-
Eet.s of $40 billion the first year, $500
billion over 5 years. That was agreed
to by the President. It was agreed to
by the leadership on the minority side.
It was agreed to in the summit. It was
agreed to in a budget resolution that
we passed last week reaching $500 bil.
lion in deficit reduction over 5 years.

We have. just had in reconciliation
12 House committees and chairmen
bleeding, bleeding to meet with their
directive on reconciliation.

What does the Republican proposal
do? It would cut the reconciliation
number over 5 years In half, In half.
Instead of $250 billion over 5 years,
which is part of this reconciliation bill
that we debate, all they would come
up with is $125 billion.

So suddenly those who argue and
have argued the strongest for deficit
reduction, when it is time to put up,
they come up with a mouse.

The fact is we have been working to
try to reach the targets established by
the President. As a matter of fact, the
President himself, the President has
stated In the summit agreement it is
his intention that no bill, suspending
sequester beyond October 19 shall be
signed until the following has oc-
curred, a reconciliation conference
report on a bill fully reflecting the
budget summit agreement, fully re
flecting the budget summit agreement.

The Republican plan is a recipe for
disaster, because the President him-
self, under his own commitment,
would have to reject this and continue
sequester.

Second, it is fundamentally unfair,
fundamentally unfair. What they have
done is they have accepted the cuts In
reconciliation that go after the elderly
and after farmers and alter veterans
and after Government employees.
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Then on top of that, they now add a

freeze across-the-board. A freeze. A
hard freeze, that goes after what? The
most vulnerable in our society. The el-
derly, students, Head Start, WIC, nu-
trition, so they do a double hit on the
people in the middle, and the lower
income brackets. For what? to protect
the most wealthy in this country be-
cause they are the ones that are not
even touched by this substitute.

In the other body, the minority is
working with the Democrats to come
up with a credible deficit plan. Some-
day my hope is that the minority here
will work with this side to help govern
this Nation, not bring it down.

Mr. QUILLEN. Mr. Speaker, I yield
4 mInutes to the gentlewoman from U-
linois (Mrs. Mxvnq).

Mrs. MARTIN of Illinois. Mr. Speak-
er, I appreciate that the Constitution
gives Congress the authority to de-
clare war. But I did not think, until I
saw this rule, that the authority ex-
tended to declaring war on the minori-
ty party In the House.
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This rule shuts the minority party

out of the process not because of some
arbitrary standard for amendments
laid down by the Budget Committee
chairman at the 11th hour last night.
That was all pretense and we know It
The real reason we were shutout of
the process Is because we had a substi-
tute in the Kasich-Pursell approach
that made real savings and came darn
close to the summit targets without
raising taxes. I repeat: with no new
taxes.

The Democrats could not stand the
thought of permitting a Vote on a no
tax alternative—one that clearly draws
the line between the parties. Well, let
it be noted that yoi have Issued your
declaration of war with this rule and
you have fired the first shot.

If you want to bring down the Gov-
ernment with your game of chicken,
let there be no mistake that the re-
8ponsibillty rests fully on your 8h0U1-
ders.

Do not lecture us about the fairness
of your reconciliation package while at
the same time trying to stick the mi-
nority with this outrageously unfair
rule. You have destroyed the credibil-
ity of your package by the Incredibil-
ity of your tactics.

And what kind of standard has the
Budget Committee been held to In this
process? This rule waives all points of
order against the bill—all points of
order. That means that every House
rule and every provision of the Budget
Act and Granim-Rudman-Houlngs
could be violated with impunity by
this bill—safe from points of order.
And given the rushed consideration of
this bill without proper printing and
scrutiny, for all we know they are vio-
lated. One thing is for sure: This vie-
lates the 3-day layover for committee
reports. Members will not have the
benefit of even a day to review the
report.

So let us not talk about holding the
minority party to one standard when
the reconciliation bill itself, by the
very terms of this rule, is In violation
of every standard we have ever con-
ceived.

Mr. Speaker, I think the way in
which this measure has been rushed
to the floor without proper printing or
opportunity for scrutiny or analysis
further bespeaks the confidence the
majority party has In its package. This
process has the fingerprints of
Winkum., Bllnkum and Nod all over It.
This reconciliation bill was reported
from committee on a wink; It was
rushed to the floor in a blink; and It
will be passed by the Democrats on
the nod. And while that is all fine and
dandy in nursery rhyme land. It is not
going to cut It In the real world of def-
icit reduction land. You are back to
your old tricks over there of promises,
promises, smoke and mirrors. And it is
all being played out In the dead of
night. You know darn well this pack-
age will not withstand the light of day.
You are not just dancing In the dark
with this rule—you are dirty dancing.
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And how do you justify this rush

job? "We have to expedite It," you say;
"We're under the gun." Well I would
suggest you check just which end of
the barrel you are on before you pro-
ceed with this dangerously suicidal
rule and bill.

And what about the so-called budget
enforcement provisions of this bill.
Well, if you like Gramm-Rudman-Hol-
lings, you will love Panetta-Moakley-
Conyers. They give us not just one se-
quester but three—an appropriations
sequester, an entitlement sequester
and a deficit sequester. And then It
turns around and exempts half the
Government. This new process Is so
complex it makes Rube Goldberg look
like a tinker toy.

And yes, we have even got moii
budget pol,nta of order. Is that not
enough to make you quiver? What w€
need Mr. Speaker, Is fewer points ol
order—we routinely waive them
anyway. What we need Instead is more
points of light, of common sense, and
of real deficit reduction. This package
falls on all counts. Vote down the rule
so we can have a fair rule and a good
bill.

Mr. DERRICK. Mr. Speaker, I yield
2 minutes and 15 seconds to the gen-
tleznan from New York (Mr. SCHU-
MxRJ.

(Mr. SCHUMER asked and was
given permission to revise and extend
his remarks)

Mr. SCHTJMER. Mr. Speaker, the
Nation is In crisis, and the Speaker
must get the phone and call our Presi-
dent. Here is what the Speaker must
say to him. The Speaker must say,
"Mr. President, phone home while you
are out campaigning. Your troops are
in disarray. They are trying to pass a
budget that you said you must veto.
Mr. President, phone home. Your
House Republicans want to pass a
budget that would force you, by your
own words, to close the Government
down."

Yes, It Is true. The President, when
he addressed the Congress, and that
includes all Members and House Re-
publicans, he stated on September 11,

The Congress should, this month, enact a
5-year program to reduce the projected debt
and deficits by 500 billIon—that Is by half a
trillion dollars.

He said it twice, In case Members
had not gotten It down. Then he asked
Members to do one thing. He said:

I ask both Houses of Congress to allow a
straight up or down vote on a complete $500
billion deficit reduction package.

The President's own words. And we
are giving Members that up or down
vote.

Now, it is not just the President who
called for this. The gentleman from Il-
linois (Mr. MxcxgLl on September 26,
"It must be $500 billion." The gentle-
man from Georgia (Mr. Ousoiucnl, in
budget negotiations, "It must be $500
billion." The gentleman from Texas
(Mr. ARcHER), let inc quote him, "$500
billIon. 5-year deficit reductlon pro-
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gram that is real," and "without
smoke and mirrors—Is an absolute es-
sential, a minimum essential for the
future of this country."

Well, what did our House Republi-
cans do? They submitted a budget that
did not come close to that. In fact, it
contained smoke and mirrors. Four
percent gro'th, each year for the next
5 years, in an economy pltrnging to re-
cession. I say, "No way."

FInaUy, what are the House Republi-
cans unable to meet their own Presi-
dent's target after all this pious lan-
guage about its Importance? Let Mem-
bers face it, House Republicans, they
were unable to meet the President's
targets because they are unwilling to
tax their rtch friends.

Mr. QUILL&EN. Mr. Speaker, I yield
3 mInutes to the gentleman from
Michigan (Mr. PuRsu.J.

Mr. PURSELL. Mr. Speaker, over
the years as an athlete and coach, I
had always thought that when we go
Into a game, that we had the same
number of players as our opponent,
and we p'ayed by the same rules. Not
in the House of Representatives.

We have waived the budget rules In
the 101st Congress 62 tImes. We violat-
ed the rules that we voted for In the
Budget Act. Now, we end up with four
tiers of government: The authonza-
tion tier, the appropriation tier, the
budget tier, and now the summit tier.

We were brought down because of
the process here, not by personalities
of the President or Republican or the
Democratic Party. The process Is what
cwsed this disaster tn this country.
All I am suggesting here Is that we de-
velop a game plan and present it to
the public. In the Cornxnlttee on Rules
last night, au we &sked was to let our
game plan be presented so the public
can see it; not just the Committee on
Rules. Let the American public see it.
Let the Members vote on it.

The Democrats have a plan that
calls for $148 billion in new taxes for
the next 5 years. I would rather see
that money stay in the private sector
than bringing it to Washington. How-
ever, that Is not for me to decide.

If a person is a coach, they put that
game plan on the table, and they put
the opponent'8 game plan on the
table, and they run with it. Let Mem-
bers give the American public a
chance to look at two game plans for
this Nation. We are starting today a
World Sertes, and yes, we may lose the
first game, but the final game, from
the Founding Fathers' point of view,
will be the elections, to elect people
that can govern, that can offer a
better vision of America.
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So I say, let this fight atart. Let us

fight It out, but let us play by the
same rules. That is all I am asking for.
The Democrat8 have stacked the deck.
The pure arrogance of one political
party that has dominated the House
of Representatives for 34 years 13 as-
tounding.
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I think the American public should
be cutraged, and if we cannot offer an
alternative, then I think that is very
unsportsxnaxillke. No good athlete
would do that.

As I am suggesting today, we have a
good alternative. Give u a chance to
vote on It and let the American public
decide.

Mr. KASICH. Mr. Speaker, will the
gentleman yield?

Mr. PTJRSELL. I yield to my col-
league, the gentleman from Ohio.

Mr. K.ASICH. Mr. Speaker, let me
just make a point. Let us not be con-
fused about this debate today.

I want to comment to the chairman
of the Budget Committee, this debate
Is about whether we should be able to
offer an alternative that does not have
$150 billion In taxes, a hrge degree of
which are levied on the American
people. If you want to talk about hurt-
ing senior citizens, and Rostenkowskl
won, you hurt the senior ciUzens. You
are the ones who wanted to cut the
premiums and the deductible more.
We are the ones who came up with a
better package.

The SPEAKER pro tempore (Mr.
MtTuA). The time of the gentlemen
from Michigan has expired.

Mr. QUILLEN. Mr. Speaker, I yield
1 additiona) minute to the gentleman.

Mr. KASICH. Mr. Speaker, will the
gentleman yield further?

Mr. PURSELL I yield to the gentle-
man from Ohio.

Mr. KASICH. You are the ones who
cut the premiums on senior citizens,
and we came with a package that did
not, and you fixed yours. You are the
ones who levied the gasoline tax on
the average American. We went with-
out a gasoline tax, and then you fixed
yours.

I mean, this is a game of tit and tat.
It Is like ping pong. We set the policy
and you respond.

The bottom linc here today is, we
want to offer a plan that cuts $400 bil-
lion without txes and you wt to
raise taxes to the tune of $150 billion
on the American people, without any
spending controls.

Your entitlement cuts, our entitle-
ment cuts are the same. What you
refuse to do Ia to control spending.
What you want to do is have more
spending and $150 billion in addlt1ona
taxes on the American people. They
are fed up and we are, too, and you
have denied us a chance to offer our
proposal, and it b not democratic. It is
a tyranny of the majority, and I resent
the fact that you say we are making
thcse cuts that we do not make. We
have been the salvation for the people
who you are trying to cut.

The SPEAKER pro tempore. The
time of the gentleman from Mkh!ga.n
has again expired.

Mr. QUILLEN. Mr. Speaker, I yield
another 15 seconds to the gentleman.

Mr. PURSELL It is thterestthg that
today the Democrats are backing
Oeorge Bush, but they did ot back
his budget back In January when he
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offered It. Now all of a sudden it is a
new day. He introduced the budget
here and the Democrats lined up to
denounce it.

Mr. PANFTA. Mr. Speaker, U the
gentleman will yield, the Republicans
never even offered the President's
budget.

Mr. PURSELL. The President of-
fered a budget. The Democrats did
not. We have an alternative. What are
you afraid of, to give us a chance to
offer an alternative?

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield 3 mIn-
utes to the gentleman from New York
(Mr. DowNgy).

Mr. DOWNEY. Mr. Speaker, the
Chamber is awash In the crocodile
tears from the Republicans whining
and crying that their too late budget
will not be offered here on the floor.

Remember, the Pre1dent wanted
$500 billion in deficit reduction and
you want to rewrite the rules.

Why, If the Republican budget en-
tered the Indy 500, it would go 400
miles and they would want the check-
ered flag.

If the Republican budget was re-
turning an opening kickoff, It would
go 80 yards and you would want a
touchdown.

Under the Republican rules, If you
hit a triple it could be counted as a
home run.

The way you want to do things in
today'8 World Series under the Repub-
licans, you win three games and the
series Is yours.

Face it, guys, you cannot cut it and
you cannot cut it enough.

Mr. QUILLEN. Mr. Speaker, I yield
2 mInutes to the gentleman from Cali-
fornia (Mr. Cox).

Mr. COX. Mr. Speaker, last night
around midnight I appeared before
the Rules Committee, and pcsted that
we might consider part of the Republi-
can package that was offered, the part
of the Republican package which con-
talus reform of the budget process.

Specillcally, we asked that it should
be In order to consider an amendment
printed in the report of the Commit-
tee on Rules accompanying this reso-
lution, that we amend the budget
process that currently governs this
House.

Right now the Congress is in viola-
tion of the law. The Congress ha. vio-
lated the law annually sluice the 1974
Budget Act was put in place.

We need a requirement that there
be a budget ffrst, before appropria-
tion and before authorizations are
considered in this Congress. We need
an end to the waiver of the Budget
Act; 62 tImes In the current Congress
the Rules Committee has waived the
Budget Act.

We need to enforce the deadlines in
the law. The budget for this year, for
fiscal year 1991, was due on April 15.
April 15 th the same day that every-
one'8 tax return is due. Everyone tn
America seems to manage to meet that
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deadline, but in the Congress we broke
the law.

Reconciliation was to be completed
by June 30. We are at that process
now, well Into fiscal year 1991.

The resolution being offered by the
majority contains no real reform of
the budget process. The Republicans
offered real reform.

We are being told by this rule that
we cannot amend the faulty offering
of the Democratic Party, that we
cannot participate in this debate, that
we may represent half the American
people, but as far as the majority
party is concerned it is going to be
business as usuaL We are going to con.
tinue breaking the law.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yIeld 2 mlii-
utes to the gentleman from Caiifornla
(Mr. MILLER3.

(Mr. MILLER of Caiilornia asked
and was given permission to revise and
extend his remarks.)

Mr. MTLTR of California. Mr.
Speaker, we have listened to the Re
publicans all year tell us about how
they were prepared to make the tough
choices to reduce the deficit. Now
when the hour of truth has ap-
proached, they have failed to come
forward. They have failed to come for-
ward with a plan to reduce the deficit
that meets the measure that their
President has asked and that the
Democrats have met, and that is $50
billion in reductions thIs year and $500
billion over the next 5 years.

This is the party whose policy has
led us to a decade of deficits. Over the
last 8 years they have doubled the na.
tional debt. They have increased us
now to a point where we are the larg.
est debtor nation in the world and our
own national deficit starts to suffocate
us as a nation, and yet when they were
asked to come forward to meet the
standards, to meet the test, they
failed. Now they cry that It is unfairthat they cannot change the rules.
They want to change the rules so they
will not have to cut the program.

They told us that they could eradi-
cate the deficit. They told this Nation
that they could go down to a balanced
budget if only they were allowed to
make the cuts. On their first attempt,
they failed and they failed miserably.
We ought to understand that. We
ought to understand that under their
proposal the deficit continues to in-
crease over the next 5 years. We do
not get to where this Nation wants to
go In terms of deficit reduction under
the proposal they sought;

Why not? Because they did not have
the courage to pick and choose and
make the difficult decisions that were
necessary. The only thing they equate
with courage is pain, They started outthese deficit negotiatior by putting
on the table a $90 billion cut In Medi-
care. They thought It was courage to
punish old people, to take away their
health care, to deny them access to
heaith care, to deny them access to
hospitals. They finished up that
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budget summit by trying to take away and so do you and that is why you will
social security from crippled children, not let this plan come to the floor.
They believe that is courage. That is s Mr. DERRICK. Mr. Speaker, for thefailure, purpose of debate only, 1 yIeld 1¼

minutes to the gentleman from Ohio0 1330 [Mr. TR&FICANT3.
Mr. QUILLEN. Mr. Speaker, I yield Mr. TRAPICANT. Does the gentle-3 minutes to the gentleman from 'man have 1 additional minute?

Oklahoma (Mr. EDWARDS). Mr. QUILLEN. I will be glad to yield
(Mr. EDWARDS of Oklahoma asked 1 additional minute to the gentleman

and was given permission to revise and from Ohio (Mr. TwicJ.
extend his remarks.) The SPEAKER pro tempore. The

Mr. EDWARDS of Oklahoma. Mr. gentleman from Ohio (Mr. TwIcAr3
Speaker, I will not respond to the pre- is recognized for 2 minutes.
vious comments, which were nonsense. Mr. TRAFICANT. Mr. Speaker, I

Mr. Speaker, what is going on n a oppose the rule for the following rea-
Congress when a Member and Mem- sons: Republicans should have been al
bers who represent 87 million Amen- lowed to bring an alternative. As a
cans are gagged in the most Important Democrat, I am saying that. No. 2, thedebate of the year? House Republicans process today is so Important that the
have offered a plan to cut the deficit rule should be fully open, not closed.
by more than $400 billion without rals- America is a Government that in-
ing taxes, by freezing spending, by not cludes, not excludes.
raising taxes, and we are denfed the No. 1, Congress should literally roll
right to debate or vote on that propos- up its sleeves, stay overnight if neces-
al. sary, battle it out here and come out

Why? Does It make it too difficult with a budget that is good for the
for you to try to convince the Amen- American people.
can people that you are being forced No. 4, n my opinion, this budget is
to raise taxes, forced to raise cigarette like putting a Band-Aid on an open
taxes, forced to raise beer and wine wound of a fellow who just had opentaxes, forced to raise taxes on all heart surgery. We are going to be back
Americans by not letting them hear here agaki next year, we are not going
about another plan that cuts over $400 to slow any of this red ink. Let us cut
billion without raising any taxes at that rhetoric. And when the Senate is
all? through with this bill—your spouse

You are not being forced to raise will desert you? They have a computertaxes. It just so happens that the spitting out taxes by the minute.
Democrats, who control this House, But more Importantly, I cannot and
prefer to raise taxes rather than cut I will not support any new taxes. No.
the bureaucracy or Federal programs 2, I will not support any plan that in•or foreign aid, progr,n that are creases premiums on Medicare. Our
draining Americans dry, That is why a economy should be left alone.
Republican alternative that cuts the No. 3, I will not support any plan
deficit without raising taxes is embar- that fails to take 1 red cent from for-
rassing to Democrats and that is why eign aid but picks on mom and dad.
you will not let It be debated. No. 4, I will not support any plan

It shatters the illusion that your that Continues to defend Japan and
hands are tied and that you have no Germany and the world while we're
choice but to make the American going bankrupt.
people sacrifice more because you will And I say today about all these so-
not agree to Cut spending. The Repub- called taxes on the rich, for every $1
lican plan stands for $400 billion of in new taxes on the rich, the rich will
lasting deficit reduction. pass $2 down to every poor person inYou know, the history of tax in- America; every poor person in Americacreases in the 1980's, thanks to this will eat those taxes, the rich will pass
Congress, proves that higher taxes do them down. You can bet on It!not lead to lower deficits but to more I had two amendments, and they
spending by Congress, were damned good. They would haveThe Republican budget recognizes put the bankers on the foreign subsidl-
what the American people know only aries, close loopholes, raise $1 billion,
too well, the defLcit is not a result of save American jobs, by repealing Sec-low taxes but of high spending, This tion 903, and changing subpart F on
whole process is a sham. foreign base income, without raisingThere is no legitimate reason why taxes,
the Republican plan is being prohibit But, no, no one wants to listen, But Ied. Let us let the American people see will tell you something, the Americanwhere their representatives stand on people are not only listening, they are
taxes and deficits; let us defeat this watching today, and they don't likerule and bring up a rule that allows us what they see! I am a Democrat and I
to vote on a plan that reduces the defi- voted for that procedural vote toct instead of raising taxes, uphold our party,

Give the American people a choice I am saying t.o you today on the
between a $500 bLllion reduction with House floor If this White House Chief
$160 billion In taxes, and a $410 billion Executive has ny anatomy left, oldreduction without new taxes, and we swivel-hips wili veto any tax measure.all know which one they would choose, He promised it to the American
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people. He should keep his promise. If
he vetoes this tax bill, this Democrat
is going to vote to sustain that veto of
a Republican President.

I will not vote for any new tax In-
creases.

Mr QUILLEN. Mr. Speaker, I yield
2 mInutes to the gentleman from
Pennsylvania (Mr. Gmts].

(Mr. GEKAS asked and was given
permission to revise and extend his re-
marks.)

Mr. GEKAS. Mr. Speaker. Member
of the House. In a few short days we
again face the dramatic shutdown of
Government.. This will be the third
time In the last month that we are
facing that possbillty. Yet, when I
went before the Rules Committee In
the company of others and proposed a
budget process amendment that would
end that Government shutdown for all
time, a commonsense amendment, the
Rules Committee flattened me down
and shut the door.

My amendment would simply say
that when we reach the end of the
fiscal year on September 30, that auto-
matically the next day that the Con-
gress has not passed the budget, that
automatically last year's budget goes
Into effect for such period of time as
the Congress requires to pass a new
budget. That would end forever the
shutdown of Government, would allow
Federal employees to know that they
can go to their offices without the fear
of being sent home without pay, with
their offices shut down. And the
American public will know that their
Government Is In session no matter
what idiotic things th.t the Congress
does In its failure to adopt a proper
budget.

You are talking about amending the
budget process. Why don't we start
with one that will end the shutdowm
of Government? Can you think of a
better way to say we are going to
reform the budget process, we are
going to prevent the Government
from ending business arbitrarily?

And if you are alter the President of
the United States, as every speaker on
this floor seems to indicate, you will
adopt this amendment and forever end
what you say Is his tool for forcing
action, namely causing a shutdown of
Government.

Take it away from him. Make it
automatic that the budget will be re-
enacted automatically the next day,
on October 1, until we reach an agree-
ment.

I am really disappointed In the
Rules Committee for giving short
shrift to this amendment.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield 1%4
minutes to the gentlewoman from
Washington (Mrs. UNSOELD].

(Mrs. UNSOELD asked and was
given permission to revise and extend
her remarks.)

Mrs. UNSOELD. Mr. Speaker, I am
excited about what we are going to do
today In this House. I am excited
about the Democratic budget proposal.

It Is a good deal for working America,
and for our Nation's elderly. The
Democratic proposal Is going to make
the rich pay their fair share and pro-
vides long-term investment In working
America's future—In small business, In
timber, and in homeownership.

Over the past decade the rich have
gotten richer and working America
has paid for it. Under the Republican
agenda of the past decade, 9 out of 10
Americans pay more taxes. At the
same time, the wealthiest Americans
are paying $82,000 less In Income
taxes. Well, it is time to tell the rich-
est 1 percent in this country that their
party is over.

The American people have sent a
clear message to the Bush administra-
tion and to Republicans—Working f am-
illes are not going to take it in the gut
while, once again, the rich get away
with sticking it to middle-class Anier-
ics.

Under the cry of "real reform" the
Republicans want to continue to pro-
tect the wealthy.

The Democrats are not going to put
up with this blatant favoritism for the
rich. Our tax policy should no longer
be a bail-out for the rich.

I am excited, this House of Repre-
sentatives Is going to stand up for
working America today.

Mr. QUILLEN. Mr. Speaker, I yield
3 mInutes to the gentleman from Min-
nesota (Mr. FRrNZEL).

(Mr. FRENZEL asked and was given
permission to revise and extend his re-
marks.)

Mr. FRENZEL Mr. Speaker, there Is
intense disappointment on this side of
the aisle that the Democrats are
afraid to let us offer a substitute. We
thought they were serious when they
expected us to be competitive. Now we
find that cowardice prevents them
from allowing us to be competitive.

I recall early In the year when the
distInguished gentleman from South
Carolina, who is managing this rule,
chided me for not offering the Presi-
dent's budget. I had, of course, offered
it In the committee, and the chairman
of the Rules Committtee voted against
it, as did every Democrat on that com-
mittee.
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But now, of course, when we want to

offer something, when we have a prop-
osition, he Is not so generous. He is not
chiding me now. I am chiding him.
Thanks for the gracious opportunity
for us to be able to present a Republi-
can alternative.

The reason that we cannot present
It, Mr. Speaker, is that it does not
make the $500 billion mark that the
summit agreed on. So that everybody
In the world knows this, It must be
said that neIther does the Democrat
alternative. If we take the CBO scor-
ing on the IRS collections, and If we
take the $1. billion poInt of order that
the chairman of the Committee on
Ways and Means is going to make this
afternoon, and if we reduce the $500
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million of the Committee on Agricul-
ture, we find the Democrat substitute
and the committee bills both scoring
below $500 billion.

Yet Republicans score under $500
billion, and they are not allowed to
present their alternative.

We also find that the Rostenkowskl
substitute does not meet the dictates
of the budget resolution. It overdoes
taxes and underdoes entitlements. But
it gets a free ride, too. The answer is
that the only second-class citizens
around here are Republicans. Republi-
can are always suppressed.

Mr. Speaker, our friends on the
Democrat side say that we have con-
trolled tax policy over the last 20
years. We, the oppressed mInority, the
second class citizens, the despised Con-
gressional underclass, have somehow
created an unfair tax environment.
When Democrats will not even let us
make amendments on the floor of the
House, how is the public going to be-
lieve that we have made any policy ata

Mr. Speaker, the public does not be-
lieve that. It thinks that the Democrat
majority are Incompetent to manage
fiscal policy. And yet Democrats will
not give anybody else a chance even to
Introduce an amendment today.

Mr. Speaker, In addition the enforce-
ment agreement of the summit has
been seriously eroded in this particu-
lar package. As a matter of fact, we did
not even see the enforcement section
until last night. It may be worse than
we suspect.

The extraneous provisions amend-
ment. which has been made In order,
has not appeared yet. By my own
count I can find 116 extraneous provi-
sions that our friends on the Commit-
tee on Rules, so far, have allowed to
stay in this bill. They have let the spe-
cial Interests go into a feeding frenzy,
and they will not let the taxpayers be
heard on the Republican side.

All I have to say, Mr. Speaker, is
that this is a shameful day In the his-
tory of the House, and I am embar-
rassed to be a witness In this process
today.

Mr. DERRICK. Mr. Speaker, I yield
2 minutes to the gentleman from
North Carolina (Mr. HzvrxnJ.

Mr. HEFNER. Mr. Speaker, this Is a
very interesting debate, and, if we go
back through the past 10 years, there
have been two Republican budgets of-
fered. One of them got one vote; our
former colleague, Jack Kemp. voted
for it. The other got some 30 votes.
And on May 6, we considered a budget
here, and our good friend, the gentle-
man from Minnesota (Mr. Fxxsml
who just spoke, who Is embarrassed to
be here, refused to offer the Presi-
dent's budget. The day that the budg-
ets were being offel-ed, he refused to
offer it. We asked unanimous consent
that It was In order by the Committee
on Rules to offer this budget when we
adopted our Democratic budget.
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Mr. Speaker, on September 11. the

President stood In thifi House and 8a1d,
"Weve got to have $500 billion budget
reduction in 5 years" and let me go
back some 10 years ago. AU of a
sudden they are the protectc,rs of the
weak, and the old, and the sick and
the Medicare. Had we accepted the
cuts that had been proposed from the
Commission In the last 10 years, we
would have had $55 billion cuts In
Medicare. And one of the first propos-
als that was sent to this House from
David Stockman was to cut the $122
mtniLnum 8ocinJ Security to the oldest
and sickest people th our society.

Mr. Speaker, I am ashamed of some
of the shenanigans that took p1ce In
this House In the past 10 year8. How
dare they ay tlat they do not get a
fair sha1e when they get a chance to
offer a budget which has been 10
years? They were afforded the respon-
sibility. and they did not tate it.

Now. Mr. Speaker, they say. We
want to special order. We want the
wimp position. We don't want to get to
the big numbers. We want to get to
$400 billion," and, every time anybody
else suggests that we move these nuin•
bers down, the President 8ays, "I'll
veto t. and I'll close the Government
down."

I ask. 'Win the President support
your position?" I did not hear from
the White House sayIng that the
President will support a $400 billion
over 5 year reduction plan.

"Shame on you. Shame on you."
Mr. QUILLEN. Mr. Speaker. I yield

1 mInute to the gentleman from Penn-
sylvania (Mr._RIrrEn].

(Mr. RIimi asked and was given
permission to revise arid extend his re-
marks.)

Mr. Ruiii. Mr. Speaker, I do not
know where democracy L today on the
floor of this House when we, the Re-
publican side, cannot offer our budget
package. We are toid that It Is because
our numbers do not get up to $500 bil-
lion. Well, thclr numbers do not get up
to $500 billion either.

Rewever, Mr. Speaker. lct us just
take one part of their numbers. They
have in there $50 billion raed by in-
creasing the upper rate to 33 percent.
Thht flies in the face of all of the thta
that the IRS has for the top 1 percent,
5 percert, 10 percent, 20 percent of
taxpayers in the 1980's.

Yes, when rates were redaced, the
take went up. Yes, we doubted our tax
take during the 1980's, and those high
bra.kets paid, not only substantially
more taxes, but substantially higher
share of the total.

I Bay, "You're going to get les8 $50
billion, not more $50 billion, and you'll
have a $400 billion package as well."

Mr. DERRICK. Mr. SpeRker, for
purposes of debate only, I yield 2 mm-
ute to he gentlewoman from Colora-
do (Mrs. SCRROEDERL

(Mrs. SCHROEDER asked and wa
given permlzsion to revise and extend
her remarks.)
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Mrs. SCHROEDER. Mr. Speaker, I

will tell my colleagues Where democra-
cy Ii. It Is right here on this Rouse
floor, and I am very proud of the Com-
mittee on Rules. They have stood
firm. They have said "If you guys
over there want In the game, youre
going to play by the rules."

Mr. Speaker, do my colleagues know
anyone else that will let people into a
game if they do not pledge to play by
the rules?

But let me mention the next part.
Get this:

The rules were written by their
President. So, we have got a Demo-
cratic Committee on Rules enforcing
th Republican President's rules, and
they are yelling, "Unfair". We are
saying the same group scored both
proposals, and guess what? Theirs did
not make It.

Not only that, thank goodness for
the CoNGSSIo1&L REco, because I
say to anybody here, '1 hope you look
it up." We made a proposal to allow
that side to bring forward the Presi-
dent's budget. They never did. Many
Members on this side asked for unani-
mous consent to brthg the President's
budget to the floor so this side could
debate it because they realized no one
on that side was going to, and guess
what? It was objected to.

Mr. Speaker, I do not think we can
continue on saying tha the rules are
unfair when it is their side that wrote
them and when the President ha said
this Government is suffering from a
cancer, and it. is called debt. We are
trying today to do something about
that cancer.

Mr. Speaker, I am sorry that we
have not seen the same concern over
there, and I would hope that many of
the rich peop'e Would phone the
White House and sty, 'Look, we're
willing to pay our fair share."

I have the White House number
rtght here in case they do not have it.
It is 202—456-1414.

Mr. Speaker, a lot of the rich people,
I know, .are embarrassed that people
are saying they cannot possibly do
anthtng about this budget because
the rich would have to pay more, snd
it would be awfu1.

Look. Trickle dowi did not work,
and this is going to work, and we must
move on this debt today, and I thank
the Committee on Rules for mtking
the rules stick.

Mr. QUILLEN. Mr. Speaker, I yield
1 minute to the gentlem.n from Texas
(Mr. ARCHER.

(Mr. ARCHER asked and waa given
permission to revise and extend his re-
marks.)

Mr. ARCHER. Mr. Speaker, the gen-
tlewoman from Colorado (Mrs.
Scmongid has Just spoken in great
support of the President of the United
State8, and I am pleased to see the
outpouring on the Democrat side in
support of our President. What she
and the other have not alluded to is
the fact that the President also said
that he would never accept the Demo-

II 9941
crat package that is before the House
today.
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Will they support the President on

that position, when the President says
that by increasing rates at the top.
you necessarily must pull up rates on
the lower and and middle Income class
people? I wonder whether or not their
support of the President will extend to
that part of his comments.

I would also ay to the chairman of
the Committee on t.he Budget that I
made a very strong effort to work out
an agreement with the chairman of
our committee. The Senators, yes.
have worked Out a bipartisan package,
but my chairman refused Lo negotiate
with me on any compromise.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield 2 mIn-
utes to the gentleiian from Wisconsin
(Mr. MoonJ.

(Mr. MOODY asked and as given
permission to revise and extend his re-
marks.)

Mr. MOODY. Mr. Speaker, today
must be a rather humiliating day for
my friends on the Republican side of
the aisle. All credibility In deficit re-
duction Is gone. They confesa that
their package is $100 billIon short, 20
percent short. But it is really much
more than that, because today we are
dealing with reconciliation, which has
to do with taxes and entitlements—the
very structural changes that the Re-
publican side of the aisle says it wants
to reform. Most of their savings over-
all are in the discretionary spending
area—in a future black box not in the
structural area of entitlements and
taxes.

Mr. Speaker. the reason the Repub-
lican package is really much more
than 20 percent short Is because their
structural changes are only about half
of reeonctliatlon's Msignlnent under
the budget blfl passed last week. You
are only halfway there my friends on
the Republican side, not 80 percent
there. It is like claiming a touchdown
in football alter only 50 yards, not 80
yards. It's like claiming a home run on
a 150-foot pcp up. It's like claiming
victory at the Indy after only 250
miles.

You walked away from your Presi-
dent and you walked away from the
country. I do not see how you can
come to this floor and talk about defi-
cit reduction in the future.

The President was the umpire th
this game, your President, the GOP
President. He caine here and said the
rule$ are this: $500 billion, arid not a
penny less. And you brought a pack.
age here that is only half that in the
entitlement area. Hall, not 80 percent.

Mr. Speaker, I am ashamed of my
friends on that side. You have let your
President and the country down. You
have not cut it. Not cut It enough.

Mr. QUILLEN. Mr. Speaker, I yield
1 mInute to the gentleman from Ten.
nesee (Mr. SVQVisrJ,



119942
(Mr. SUNDQUIST asked and was

given permission to revise and extend
his remarks.) -

Mr. SUNDQUIST. I thank the gen-
tleman for yielding.

Mr. Speaker, I say to Members on
this side of the aisle, shame on you.
Shame on you. The gentleman from
Minnesota (Mr. FRENZELJ said your
budget does not match $500 billion.
Ours may not either, but our is in real
cuts.

Mr. Speaker, who defines the rules?
The Committee on Rules by a vote of
9 to 4, 9 Democrats and 4 Republicans.
Is that fair? You are afraid to let this
House vote on a package that would
cut spending without raising taxes.
You are afraid of that. Shame on you.

Mr. Speaker, let us have the Ameri-
can people tell the gentlewoman from
Colorado (Mrs. ScnsoznraJ at (202)
2.5—4431, let them respond to Mrs.
ScEnoEnmt and say, 'We want to Cut
spending and not raise taxes." 225-.
4431, the gentlewoman from Colorado
(Mrs. Scmoxnmd.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yIeld 2 mm-
utes to the gentleman from New York
(Mr. Svuzd.

(Mr. SCHEUER asked and was given
permission to revise and extend his re.
marks,)

___

Mr. SCliiu. Mr. Speaker, I rise
to support this rule. I rise to support
the Democratic budget. It is a vast Im-
provement over what we were looking
at a week or two ago. It Is fair. It in-
creases taxes on the wealthiest among
us by 1.7 percent.

Mr. Speaker, I do not think that
constitutes telling them the party is
over. They are going to continue to do
well. They are going to continue to
contribute to the American economy,
and I hope they will. It is best for all
of us If they continue to prosper.

Mr. Speaker, I think we will have
fulfilled a great obligation to the
American people and to ourselves If we
pass this budget. But that is only half
the job. A major job of Members of
the 102d Congress, starting next Janu-
ary, wIll be to squeeze out the waste
and the foolishness and the silliness
that is already in this budget that can
be converted part to deficit reduction.
firther deficit reduction, and part to
increasing domestic services that are
desperately Inadequate to the needs of
our country In the last 10 years of this
cecade and going into the next millen-
nium.

It is absolutely preposterous for us
at a time when the Russians are coop-
erating with us In the Middle East,
when the Warsaw Pact has disap-
peared, when there is no great Russian
menace out there, It is preposterous
for us to be spending money, billions
and billions of dollars on star wars, on
the B-2 bombers, on expensive missile
s)'stems. It is just silly, and It is dumb,
and we should not be that dumb.

Mr. Speaker, there is 8100 billion of
waste to be squeezed out of the most
Incredibly inefficient, chaotic, disorga-
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nized health care system In the world.
We ought to squeeze It out and apply
that $100 blllion of savings to provid-
ing long-term Care for seniors, Cata-
strophic for seniors, and education for
our kids, who are vastly neglected.

Mr. QUILLEN. Mr. Speaker, I yield I
minute to the gentleman from Indiana
(Mr. BimToNl.

Mr. BURTON of Indiana. Mr.
Speaker, the Democrat.s will not allow
our plan to come to the floor. The
Democrats will not allow a bill to come
to the floor that will not raise taxes.

We have a bill that will meet the tar-
gets, as we should, without raising
taxes. It will reduce spending by $400
billion over the next 5 years. But they
will not let- it come to the floor.
• Their plan will raise the top tax rate
to 33 percent. It will cost Americans
more across the board. It Is not a tax
on the rich.

Let me give you an example. A mar-
ried couple with two children who
make $34,000 a year will pay $313.50
more in taxes under their plan. A
single person making $21,000 a year
v:lll pay 5 percent more in taxes.

They are going to tax and tax and
tax us all to death. The fact of the
matter is, we have a plan that will
work, that will not raise taxes, and
they, under the rule, will not allow the
American people even to hear It. I
think it is a shame.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield 2 mIn-
utes to the gentleman from Arkansas
(Mr. ALSXANDEB].

Mr. ALEXANDER. Mr. Speaker, I
do not know that Members can see
this, but I have here a cartoon that
was recently published in the Arkan-
sas Gazette which shows the windows
In the Oval Office open and chickens
coming Iii to roost on the shoulders of
the President, Mr. Bush.

On all of these chickens there are
names, like S&L crisis, HUD, borrow-
irg, national debt, deficits, energy
policy, and so on. On each one of the
little chickens there is a caricature of
Mr. Reagan's face.

Mi-. Speaker, we are here today be-
cause the chickens have come home to
roost. The chickens of Reaganomics
have brought us here today.

Mr. Bush is not the only head of
state that has faced a crisis of confi-
dence. Paradoxically, Mlkhail Gorba-
chev faced a similar crisis when he
came to power in the Soviet Union a
few years ago. He told the Soviet
people that his predecessors had lied
to them about the glories of commu-
nism, that the policies of the past had
failed, and that they had brought the
Soviet Union to the brink of bankrupt-
cy.

Mr. Bush has a similar opportunity,
to tell the American people the truth
about our fiscal crisis. I would hope
that Mr. Bush would Just flip back to
a few years ago and pull out his
speech on voodoo economics, so he
could change the fiscal direction of
this country.

October 16, 199i

Meanwhile, Congress must take aj
initiative, and the Democrats have ai
alternative that deals with the failure
of the Reagan deficit. We need an eco
nomic policy based on truth and a ta
policy based on fairness.

Mr. Speaker, I support the rule.
support the alternative that will bi
presented here today by the Demo
cratic Party.

I am encouraged that more an
more of the American people an
coming to realize that Reaganomic
was built on the quicksand of creativ
bookkeeping, rosy scenarios and thi
false promise that we could someho
have more for less.

We are left to pick through the ccc
nomic wreckage wrought during thi
self-indulgent decade of the 1980's am
the first order of business Is dealini
with the massive Reagan deficit.

It must be done. We all know it.
The current budget debate is no

about whether to take action, bu
about the issue of fairness.

My litmus test for any plan to pa
back the debt incurred during thi
1980's Is fairness—will all American
participate or will we shove thi
burden on the backs of middle elsa
working families, the elderly, farmer
ar.d students?

To be fair, the wealthiest among u
must participate. We should also no
restrict the pay back to our Owi
people. We should Insist that our allie
do more to share the burden for thel
own defense and do a better job of col
lecting foreign debt.

And, we must pay closer attention ti
the job of managing the Government

The President and Congress mus
follow the example of MlkhaIl Gorba
chev. We must be willing to admit tha
the policies of the past have failed
And, in setting priorities for this nev
decade we should craft an economi
policy based on truth; a tax polIc
based on fairness; a trade policy basec
on productivity; an energy pollc
based on self-reliance, and a nations
direction based on accepting the reall
ty of a changing world in chang1n
times.

It Is vital to remember how we got U
this point—-so we will not repeat th
mistakes of the past.

And, that must lead to a discussior
of the history of Reaganomics. Thes
policies were, frankly, irresistible U
the American people because the the
ology of supply-side economics con
tained the Impossible to deliver, but
appealing, promise of somehow havini
it all, but not paying for it—a promls
which could only be kept by massiv
borrowing.

In adopting this program, Congress
reflected the strong support which Mr
Reagan and his feel good economh
policies had among the people. As orn
who opposed that program—warnini
that a day of reckoning was coming—)
confess that It was not the politicall3
popular thing to do.
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So, Congress must certainly accept

the blame for enacting the Reagan
program into law.

A decade of Reaganomics saw the
national debt grow more than in all
other Presidencies combined, but as
this happened we did not heed the
warnings.

In fact, there Is a faction In both the
Republican and Democratic Parties
which even today ignores the lesson
embodied in the failure of supplyside
economics.

The gridlock we see in government
today Is symptomatic of a nation foun-
dering because Its policies are not
working, and many of Its leaders are
stubbornly refusing to alter a danger-
ous course.

Reagan administration policies—
deep slashes In revenues nd huge In-
crease In defense spending—could only
be financed by using the national
credit card—and use It we did, until
the numbers were worn off.

Today, we face the mountain of debt
created by that credit card philosophy.
In fact, one of the largest increases in
Government spending is Interest on
the debt th&t piled up as the result of
the flawed economic policies of the
past decade.

Congress has decreaed services and
domestic programs In order to help
meet Interest payments on the debt,
meaning less money to repair and
maintain our nIrastructure, educate
and train our people and promote Job
growth.

There has been no other choice.
An energy policy was followed In the

1983's which saw us become more and
more dependent on both foreign oil
and foreign credit to buy that oil. This
Insane practice must stop. We must
rely more on our own natural re-
sources to, first, keep more money at
home, and second, to Insure that our
economy is not held hostage by the
likes of Saddam HusseIn.

We also followed trade pollcica
which opened this Nation to a flood of
job-costing Imports.

And, the free market agricultural
policies of the 1980's sent both com-
modities and land prices skidding—
leaving farmers unable to service their
debt and driving many of them off the
land.

Our tax policy was tilted toward the
rich., but the money was borded. It did
not, as supply-side proponents
claimed. trickle down. It gushed up.

The atmosphere these policies cre-
ated raade mulionaries of Wall Street
speculators, but left businessmen on
Main Street In pain. The buy-out
mania fueled by Junk bonds left many
corporations so burdened with debt
they could not continue to operate and
we lost jobs.

Tax policies left us with an over-
heated real estate market arid helped
bring the savings and loan industry to
its knees.

In Government. the policies resulted
in debt and more debt. In failing to
adopt a pay-as-you-go policy, our only
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choice in sustaining the Reagan poli-
cies was on credit. And, now the bill Is
due. The party's over.

Congress can adopt a fair pay back
plan for the Reagan deficits. It should
iso spend more time on what are
viewed us mundane tasks, including
Sound management of the bureaucra-
cy.

The scandals in the Department of
Rousing and Urban Development and
the savings and loan frauds are intol-
erable—and must serve as a clear call
to restore good management to gov-
ernment.

And, we must tighten foreign debt
collection procedures.

Frankly, both the Reagan and Bush
administrations have done a lousy Job
of seeing to it that countries which
own the U.S. money pay it back.

My feeling Is those debts should be
paid. Under an amendment which I
sponsored in the House, known M the
Aiexander-Brooke amendment, foreign
aid Is cutoff if a country is 12 months
in arrears in payment of its debt to
this country.

The past two administrations, how-
ever, have been able to circumvent
this requirement by rescheduling the
debt which starts the clocks running
again.

We can also see to it that our allies
accept more of the burden for their
own defense. The United States can't
guard the world alone, nor can Uncle
Sam be a global Sugar Daddy any
longer.

Our first priority must be to craft a
deficit pay back plan which will be
fair, not failing more heavily on the
middle class, working families of the
Nation.

I hope we would take the other ac-
tions I have outlined to ensure that
the decade of the 1990's sees a govern.
ment on a sounder, fairer footing.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only. I yield 1
minute to the gentleman from Kansas
(Mr. SLAT].

Mr. SLAri'Y. I thank the gentle-
man for yielding.

Mr. Speaker, the fact of the matter
is today the Republicans have not
been shut out, as they would like to
make the American people believe.
The fact Is the President and the bi-
partisan congressiona] leadership have
set the ground niles, and the ground
rules are simple. We are going to
achieve $40 billion in deficit reduction
the first year and we are going to
achieve $500 billion in deficit reduc-
tion over 5 years. Those were the
ground niles. set by the President of
the United States and the bipartisan
congressIonal leadership.
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The fact Is today the other side does

not have a plan available to submit to
this body for a vote that achieves
either of those basic objectives.

If the President of the United State3
wants to change the niles, and if we
are going to taik about a $400 billion
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plan, then the Democrats can go back
and come up with a whole lot less
painful plan than what we are going
to be talking about here today. AU I
am saying to my friends Is let us live
by the rules that were set by the
summit agreement, $40 billion the
first year, $500 billion over 5 years,
and let us get on to the conference,
and hopefully we can agree to a pack-
age that will be acceptable to the
President. Only by so doing will we
avoid shutting the Government down
later this week.

PAHLIALTA2Y IIIQUIIY
Mr. ARMEY. Mr. Speaker, I have a

parliamentary inquiry.
The SPEAKER pro tempore (Mr.

Muit). The gentleman will Btate his
parliamentary inquiry.

Mr. ARMEY. Mr. Speaker, this Is a
debate on the rule, and I understood
and expected this debate to be con-
fined to a discussion of the rule by
which we would consider legislation
that would follow. I wonder, Mr.
Speaker, Is it in order for Members to
continue to talk about everything but
the nile and the basic fairness of the
rule, or the points of order that sre
waived by this rule? I understand that
vlrtualjy every point of order that we
have In our rule book is waived on
behalf of thth rule.

Mr. DERRICK. Mr. Speaker, a point
of order. This Is not a parliamentary
inquiry.

The SPEAKER pro tempore. The
Chair will state that there Is much
latitude In d1sctss1ng a rule, because
obviously if the House is going to dis-
cuss whether a nile should be defeat-
ed, the merits of the bill being made in
order are relevant. So the Chair recog
nizes on both sides that there is lati-
tude to discuss 1sues inside the bill
itself.

Mr. ABMEY. May I make a further
point for my personal clarification.

The SPEAKER pro tempore. Does
the gentleman have a further parlia-
mentary inquiry?

Mr. ARMEY. I have a further parlia
mentary inqufry, Mr. Speaker.

The SPEAKER pro tempore. The
gentleman will state it.

Mr. ARMEY. Please forgive me, Mr.
Speaker, but I have been confused.
Does the President of the United
States wilte any of the rules by which
we conduct debate here, because I have
heard repeatedly references to the
niles written by the President?

Mr. DERRICK. Mr. Speaker, I
object. The minority is using a point
of order for an entirely different pur-
pose.

Mr. ABMEY. Mr. Speaker, I have
heard several Members of this debate
refer to the rules written by the Presi-
dent.

The SPEAKER pro tempore. The
gentleman from South Carolina is
right in objecting to this as a parlia-
mentary inquiry.

The Chair recogn1ze the gentleman
from South Carolina.
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Mr. DERRICK. Mr. Speaker, I yield
1 mInute to the gentleman from Flori-
da (Mr. SMiral.

Mr. SMITH of Florida. Mr. Speaker,
I thank the gentleman for yielding
tlmet.o me.

Mr. Speaker, I commend the Rules
Committee for having done what it did
In insisting that both sides play by ex-
actly the same ground rules. For years
the Republicans have wanted to com-
pare apples to oranges, never wanting
to meet the target.

And I would say to ghe gentleman
from Minnesota (Mr. Faxxizzzi, who
stood there and wept these crocodile
tears about being shuit out of the
process, let me just say to him and the
gentleman from Illinois (Mr. MIcUELJ,
the minority leader, where were you
when the House, the Democratic lead-
er-ship, the Senate Democratic and Re-
publican leadership were meeting just
last week on the eventual budget plan
that was adopted by this House and
Senate? You were nowhere. You both
refused to go. You do not get barred
you refuse to participate. Now when
you will not participate on the rules,
you want to have it your way. You
cannot have it your way anymore. The
tnlted States cannot stand any more
of your way after 10 years.

U rhetoric, Mr. Speaker, was fertiliz-
er, this place would be growing 10-foot
mushrooms.

Mr. DERRICK. Mr. Speaker, I yield
such time as he may consume to the
gentleman from Kansas (Mr. Ouc-1.

(Mr. GLJCKMAN asked and was
given permission to revise and extend
his remarks.)

Mr. OLICKMAN. Mr. Speaker, I rise
to express my serious concern about
the rule as it affects the taxation of
general aviation aircraft and the op-
portunity to offer an amendment to
that particular provision.

Mr. Speaker, I rise to express my serious
concern about this rule on H.R. 5835, the Om-
nibus Budget Reconciliation Act. White I corn-
rrond Chairman ROS1ENKOWSKI for putting to-
gether a fair and responsible package, I am
troubled that such a comprohensive package
wrh thousands of provisions can only be sup-
ported or opposed in total with no opportunity
fo( amendment. I was not eligible to offer an
a'nerdment which would have modified the
gonaral aviation 'luxury" tax Included in the
Rc-stenkowsld amendment.

In particular, I am concerned about the Im-
pcsbon of "luxury" taxes on general aviation
aircraft. It would be more accurate to refer to
this tax, inappropriately called a luxury tax, as
a nuisance tax bcause ft will contribute little
to total deficit reduction. In the fIrst year of the
House package, the amount raised from air-
plane luxury taxes would be very small, yet
the damage done to the aviation Industry
outd be enormous. Further, small airplanes
ae not a luxury. They are not like expensive
jewelry and furs, which are items of pure
choice for purchase by the wealthy.

Airplanes we bona tide depreciable busi-
ness assets purchased by Individuals and
companies to meet theIr transportation needs.
In this era of aliline deregulation when many
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communities, particularly small ones, have lost
significant levels of scheculed airline service,
many businesses and individuals have deter-
mined ft makes economic sense to purchase
a small plane.

Imposing a tax on these aircraft only deters
their purchase. In turn, declining sales will
contribute to further job cuts In an Industry al-
ready beset by product liability costs and
other unfavorable changes in tax laws. (Them-
ptoyod American aviation workers, Including
those Iorkirg for component suppliers, will
have lower taxable Incomes and may be
forced to secure unemployment benefits,
causing two additional drains on our revenue
system. This spi'al is unnecessary. And ft wifi
particularly be a problem for my district which
Is the headqucrters of Beech, Cessana, and
Leaet.

The best option Is to riot Impose any luxury
tax on airplanes. The future of the general
aviation industry may be at stake. If this tax
becomes law, the winners Will be foreign man-
ufacturers and foreign workers. The losers will
be the thousands of American working men
and women. Hopefuly this obnoxious provi-
sion can be modified or repealed in a confer-
ence with the other body.

Mr. QUILLEN. Mr. Speaker, I yield
myself the balance of my time.

Mr. Speaker, I would like to remind
the Democrats that for the last 36
years they ha'e controlled this House.
They control It now. Why blame the
Republicans?

The President has sent word that he
would veto the Ways and Means
Democratl alternative if It is present-
ed in the form that it Is now.

Try to muzzle us. Do what you can
to shut us up, but you cannot. Our be-
liefs are the beliefs of the American
people, and we will win in the end.

Mr. Speaker, I urge a no vote on the
previous question, and I urge that we
defeat this rule.

Mr. Speaker, I yield back the bal-
ance of my time.

Mr. BUNNING. Mr. Speaker, when you took
the dias for the first time after you were elect-
ed Speaker of the House last year, you prom-
Isod the Republicans—and I quote—"A spirit
of ccoperation and Increased consultation."

Where Is that spirit of cooperation and con-
sultation now, Mr. Speaker?

The Members of the Republican Party hare
In the House of Represcntativos have urJfled
behind an alternate budget proposal; a budget
proposal which can meet the target of roduc•
Ing the deficit by $500 billion over 5 years,
without raising taxos.

And you will not allow the Rdpublican Party
to even bring this bill to the floor of the House
for consideration.

That Is not cooperation. That Is not consul-
tation.

That Is not fair to the American taxpayer.
Mr. DERRICK. Mr. Speaker, I yield

myself such time as I may consume.
Mr. Speaker, I sat on the Budget

Committee In this body for 10 years. I
must say that I have heard nothing
this morning that I have not heard
before from the minority,

I sat there for 10 years, year in and
year out, and heard our party criti-
Elzed, beard when we had a President,
him crttlzed about balancing the
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budget, we need to Cut this, we need to
cut that. Yet, invariably they would
never, or most of the time would never
have an alternative. This is just more
of the same.

The rules, as has been pointed out
here this morning, were that we were
going to try. The President said, the
leadership in the Senate, both minorl-
tyand majority, the leadership In the
House, both the majority and the mi-
nority said that we were going to cut
by either cutting programs or raising
revenue, we were going to try to bal-
ance this budget. All Members know,
Democrats and Republicans, that If
this country is going to continue to
survive, economically, If we are going
to continue to be able to provide the
standard of living that we have
become accustomed to for the citizens
of our country, if we are going to con-
tinue to remain the leaders of the free
world, and to continue to do things
like we are doing in Saudi Arabia and
stand up for freedom, we are going to
have to balance this budget.

The minority has been given that
opportunity. Unfortunately, and I
regret very much they have simply
failed. They are not willing to get out
front. They are not willing to exert
any pain. They are not willing to say
no.

We all know that there are two ways
to balance a budget. We can either
take in more revenue or spend less.
They are not willing to make these de-
cisions.

This is a fair rule. It is a rule that is
not only you might say a rule of thy
Rules Committee, but It is a rule c.
the administration.

Mr. Speaker, I yield back the bal-
ance of my time, and I move the previ.
ous question on the resolution.

Mr. WALKER. Mr. Speaker, I ask
that the question be put on the previ-
ous question.

The SPEAKER pro tempore. The
question is on ordering the previous
question.

The question was taken; and the
Speaker pro tempore announced that
the ayes appeared to have It.

Mr. WALKER. Mr. Speaker, I object
to the vote on the ground that a
quorum is not present, and make the
point of order that a quorum is not
present,

The SPEAKER pro tempore. Evi-
dently a quorum Is not present,

The Sergeant at Arms will notify
absent Members.

The vote was taken by electronic
device, and there were—yeas 241, nays
164, not voting 8, as follows:

(Roll No. 4713
YEAS—241

Ackerman
Aicxander
Anderson
Anthews
Anntmz$o
Arthon1
Aspin
AtJna
AuCoth
Barna.d

Bat
BcUeneon
Bernian
BevUl
BObray
Bogga
Bonlo?
Boraki
Boaco
Boucher

Boxer
Brooka
Browdcr
Brown rCA)
Bruce
Bryaflt
Bustamante
Brron
Cimpbefl (CO)
Cardin
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Carper
Cazr
Chspmsfl
Clarke
Clay
Clement

Johnson (SD) Perkins
Johnston Plckett
Jonsc (NC) Pickle
Jonts PoeM_rd
Kanioriki Price
Kaptur Rangel

Ireland Myers Slsushter (VA>
Jacobe Nlelsoi Smith ()()
James Oxley Smith (NJ)
Johnson (CT) Packard Smith (TX)
Jones (OA) Prrts Smith (VT)

Boraki
Bosco
Boucher
Boxer
Brooks

Hetner Patterson
floagland Payne (NJ)
flochbrueckner Payne (VA)
Borer Pease
Hucksby Peloal

Coleman (TX) Kastenmeler Ray
PashaJan Smith. Denny

Kolbe
Browder Hutto Penny

Collins Kennedy Richardson
Paxon (OR) Brown (CA) Jenkins Perkins

.Conyece
Cooper

Kennelly Roe
Kildee Rose

Patti Smith. Robert
lagomarsino Porter (NB)

Bruce
Bryant

Johnson (SD)
Johnaton

Plckett
Pickle

Costello Kiecaka Roatenkowaki
PurueU Smith, Robert

Lent
Bustamante Jones (NC) Poehard

Coyne Kolte? Rowland (OA)
Quillen (OR)

Lewis
Byron Jonts Price

Crockett Koatmayer Roybal
RaM_U Snowe Campbell (CO) Kanjoraki Hangel

Darden LaFalce Ruaso
(FL) Ravenel Solomon Cardin K*ptur Ray

de Ia Oaaea Lancaster Sabo
Regula Spence Carper Kastenmeler Richardson

DeFailo lantos Sanrmelatey
Livingston Rhodes Stangeland
Lowery (CA)

Carr Kennedy Roe
Delluma Laughlin Sarps,Uus

Ridge Stearns Chspman Kenneuy Rose
Derrick Lehman (CA) Savage

Donald Rinaldo Stump Clarke Kildee Rostenkowaki
Dicks Lehman (FL) Sawyer

Ritter Sundqulst
Madigan

Clay Kiecaka Rowland (OA)
DlngeU Levin (Ml) Scheuer

Roberts Tauke
Marlenee

Clement Kolter Roybal
Dixon Levine (CA) Schroeder

Robinson Taylor
Martin (IL) Coleman (TX) Kost.mayer Russo

Donnelly Lewis ((IA) Schumer
Rogers Thomas (WY)

Martin (NY)
Collins LaPalce Sabo

Dorgan (ND) Lipinaki Serrsno
Rohrsbacher Traflcsifl

McCandless
Conyers Lancaster Sangmelster

Downey Lloyd Sharp
Ros-Lehtlnen Upton Costello Lantos Savage

Durbin Long Sikoraki
Roth Valentine Come Leath (TX) Sawyer

Dwyer Lowey (NY) Stslskj
Roukema Vender Jagt

MeDde Crockett Lehman (CA) Scheuer
Dynmily Luken. Thomas Skagga

Salki Vucanovich
MeEwen Darden Lehman (FL) Schroeder

Dyson Manton Skelton
Saxton Walker

McGrath de Is Oarza LevIn (MI) Schumer
Early Markey Slattery

Schaefer Walsh
McMIflan

DeFazlo Levine (CA) Senano
Eckart Martines Slaughter (NY)

Schlff Weber
Meyers

Dellums Lewis (GA) Slkorakl
Edwards (CA) Mataul Smith (FL)

Schneider Weldon
Michel Derrick Llplnskl Slaisky

English Mavrou)es Smith (IA)
Schuize Whittaker

Miller (OR) Dlcka Lloyd Skaggs
Erdrelch Msnsoll Solaz Sensenbrenner Wolf

Miller Dingell Long Skelton
Espy McCloakey Spratt

Shsw Wylie
Molinsyl

Dixon Lowey (NY) Slattery
Evans Mccurdy Staggers

Shayi Young (AK)
Moorhead Donnelly Luken. Thomas Slaughter (NY)

Fascell McDermott Stalfings
Shumway Young (FL)

Morella Dorgan (ND) Manton Smith (FL)
Pazlo McHugh Stark Downey Markey Smith (IA)
Pe1gha
Flake

McMjllen (MD) Stenholm
McNulty Stokes

(WA) Skeen

NOT VOTINO—8
Durbin
Dayer

Martinez
Mataul

Solarz
Spratt

Flippo Mi ume Studda Dymally Mavroulse Stagger.
Pogiletta
Ford (MI)
Ford (TN)

Miller (CA) Swift
Mink Synar
Moakley Talon

Mineta &huette
Engel Morrison (CT) Thomas (CA)th (TX) Rowland (CT)

Dyson
Early
Eck*rt

Maszoll
McCloekey
McCurdy

Stalllngs
-Stark
Stenholm

Prank
Frost
Oaydos

Mollohan Tanner
Montgomery Tauzin
Moody Thomas (OA)

0 1427
The Clerk announced

Edwards (CA)
Erdreich
Espy

McDermott
McHugh
McMullen (MD)

Stokes
Studda
Swift

Oejdenson
Oephardt
Oeren
Gibbons

Mrazek Torre.
Murphy Torricelli
Murtha Towns
Nagle Trailer

following
pafr

On this Vote:
Mr. MORRISON of

Evans
Psacell
Pazlo
Feighan

McNulty
MI urn.
Miller (CA)
Mineta

Synsr
Talon
Tanner
Thomas (GA)

Olickman Natcher Udall Connecticut for, with
Mr. THOMAS Flake Mink Torras

Gonzalez
Gordon
Gray

Neal (MA) Unsoeld
Neal (NC) Vento
Nelson Vlsclosky

of Califorlna agaInst.
Mr. BARTLETT changed his vote

"yea" to "nay."

Plippo
Fogiletta
Pord(Ml)

Moakley
Mollohan
Montgomery

Torricelli
Towns
Trailer

Ouarlnl
Hall (OH)
Hamilton
Harris

Nowak Volkmer
Oskar Wslgren
Oberstsr Washington
Obey Watkins

So the previous question was or.
dered.

The result of the Vote

Ford (TN)
Prank
Frost
Osydos

Moody
Mrazek
Murphy
Murtha

Udall
Unsoeld
Vento
Vlacloeky

Hatcher Olin Waxman
was an'

nounced Oejdénson Nagle Volkmer
Hawkins Ortl WeI as above recorded. Oephardt Natcher Walgren
Hayes (IL) Owens (NY> Wheat Qeren Neal (MA) Washington
Hayes (LA) Owens (UT) Whitten Gibbons Neal (NC) Watkins
Hefner Pailone Williams Oonzale Nelson Waxman
Hertel Panetta Wilson Oordon Nowak Weiss
Hoagland Prket Wise Gray Oskar Wheat
Hochbrueckner Patterson Wolpe Ouarlnl Oberatar Whitten
foyer Payne (NJ) Wyden Hal (OH) Obey Williams
Huckaby Payne (VA) Yates Hamilton Olin Wilson
Hughes Passe Yatron Harris Ortlz Wise
Hutto Pabst Hatcher Owens (NY) Wolpe
Jenkins Penny

NAYS—184

Hawkins
Hayes (IL)
Hayes (LA)

Owens (UT)
Pauone
Panetta

Wyden
Yates
Ystron

Applegate Condit Oilman
Archer
Armey
Baker
Ballenger

Conte Gingrich
Coughlln Ooodling
Courter Ooss
Cox Oradison

The SPEAKER pro tempore (•
MURTHA). The question Is on the reso-
lution.

Applegate

Armey
Archer

Coleman (MO)

Condit
Combest

Prensel

Gallo
Oallegly

Bartlett
Barton
Batemn
Bennett

Craig Orandy
Crane Grant
Dsnnemeyer Green
Davis Ounderson

The question was taken and the
Speaker pro tempore announced that
the noes appeared to have It.

Baker
Ballenger
Bar
Bartlett

Conte
Cooper
Coughlin
Courter

Oekas
Oflimor
Oilman
Gingrich

Bentley
Bereuter
Biltrakis
Bliley

Delay Hall (TX)
DeWine Hammerschmjdt
Dickinson Hancock
Dornan (CA) Hansen

azcon.nz vox
Mr. DERRICK. Mr. Speaker,

demand a recorded vote.

Barton
Batemsn
Bennett
Bentley

Cox
Craig
Crane
Dannemeyer

Gllckman
Ooodling
Ooss
Oradison

Boehlert
Broomjleld
Brown (CO)
Bueclmer
Dunning
Burton
Callahan
Campbell (CA)

Douglas Hastert
Dreler Hefley
Duncan Henry
Edwards (OK) Herger
Emerson fIler
P'awell Holloway
Fields Hopkins
Fish Horton

A recorded vote was ordered.
The vote was taken by electronic

device, and there Were—ayes 231, noes
195, not voting 7, as follows:

LRofl No. 4723

Bereuter
Bllir*kls
Bliley
Boehlert
Broomfield
Brown (CO)
Buechner
Bunning

Davis
DeLay
DeWine
Dickinson
Dornan (CA)
Douglas
Dreler
Duncan

Orandy
Grant
Green
Ounderson
Hall (TX)
Hsmmerachmldt
Hancock
Hansen

Chandler
Clinger
Coble
Coleman (MO)
Combest

Preniel Houghton
Oallegly Hubbard
Oallo Hunter
Oekas Hyde
OWmor Inhofe

AYES—231
Ackerman Anthony Bellenson
Alexander Aspin Devil
Anderson Atkins Bllbray
Andrew. AuCola Boggs

Burton
Callahan
Campbell (CA)
Chandler
Clinger

Edwards (OK)
Emerson
English
Pawell
Fields

Mastert
Hefley
Henry
Rerger
Hertel
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Holloway Miller (OH) Shaw
Hopkins M!lle?(WA) Shays
Hortca Molinarl Shuinwsy
Houghton Moorhead Shuster
Hubbard Morells Skeen
Hughes Morrison (WA) Slaughter (VA)
Hunter Myers Smith (NE)
Ilde Nielson Smith (NJ)
!rthofe Oxley Smith (TX)
Ireland Packard Smith (VT)
Jacobs Parker Smith. Denny
James PaMs (OR)
Johnson ICT) Pashaysn Smith. Robert
Jones(OA) Paxon (NH)
Kasich Petrt Szntth, Robert
Kolbe Porter (OR)
KY! PurseD Snowe
Lagomarsino QuUJen Solomon
Laughlin Raball Spence
Leach (IA) Ravenel Stangeland
Lent Regula Stearns
L*wi (CA) Rhodes Stump
Lewis (FL) Ridge Swidclulst
Ughttoot Rinaldo Tacke
Uvingston Ritter Tauzin
Lwery (CA) Roberts Taylor
Lukeni. Donsid Robinson Thomia (WY)
Mac htley Rogers Tralieant
Madigan Rohrsbacher Upton
Marlenee Ros-Lehtlnen Valentine
Martin (IL) Roth Vander Jagt
Martin (NY) Roukema Vucanovich
McCandlees Saiki Walker
MeCollum Sarpalius Walsh
McCr.ry Saxton Weber
McDade Schaefer Weldon
McFren &hltt Whittaker
McGrath Schneider Wolf
McMtflan (NC) Schulae WylIe
Meyers Sensenbrenner Young (AK)
Michel Sharp Young (FL)

NOT VOTING—I
Berman Morrison (CT) Thomas (CA)
Brennan Rowland (CT)
Engel Schuette

0 1444
The Clerk announced the following

pa1r
On this vote:
Mr. Morrison of Connecticut for, with Mr.

Thomas of California against.
So the resolution was agreed to.
The result of the vote W83

nounced as above recorded.
A motion to reconsider was laid on

the table.





•, EXECUTIVE OrFIcE OF THE PRESIDENT
OmCE Off UANA3CMEWt AND BUOGET

a WASsINCtO4. CC )3
October 19, 1990
(Conference)

STATEMENT OP ADMINISTRATION POLICY
cr !YL m.w y 0MB iu 4)
TEQ 1!NAT! tRBIQHS OP I.R. 1131

TH OE RZCo$cxLirxo ACT 07 19Q

Both the Mouse and Senate versions of the Omnibus
Reconciliation Act produce budgetary savings that are generally
consistent with the Bipartisan Budget Su.mmit Agreement. However,
as the president stated on October 16th, he would veto the House
version of the bill if it ware to reach his desk. The House bill
removes the indexation of tax rates, which would resurrect an
inequity most Americans thought was a thing of the past: bracket
creep. n addition, the House bill raises the top tax rate to
33%, adds an income tax surcharge, and contains other hidden
mechanisms that increase income taxes on all Americana.

The Senate tax provisions are generally acceptable to the
Administration. The President's negotiators will be working
directly with the Conferees to express the Administration's
position on specific tax provisions.

In addition to the unacceptable tax provisions in the Mouse
bill, the President's senior advisors would recoend that the
President veto the Reconciliation bill if it contained the
GATT trigger provision in the MQU5* bill. This provision would
cancel savings in the commodity price support programs on 7uly 1,
1992, if legislation to implement a GATT agreement is not enacted
by that time. Because th. savings are contingent upon the
enactment of uturs legislation, they c&not be scored. The
provision will thus reduce the savings produced by the Committee
on Agriculture by $8 billion in FY 1993—1995 —— with the result
being that the committee will have failed to aest its
reconciliation instructions. In addition, thi, provision would
create a perverse incentive for the U.S. agriculture community to
ensure that a cxrr agreement is never consummated.

The Ad.ini.tration has concerns about many ether provisions
in the House and Senate bills. These concerns are attached.
They are organized by Senate Comaittae so that the Conferees can
review those concerns that are of greatest interest to them.

Attachment





I.P. 1B35 —- O)(Is !CONCILIo ACT 07 1Q

The dj.cusjon of reconciliation prcvjgjo that fol1s isorganized alphab.ticaliy -by .Eenate -Coitts5. udgst procsgsTfor provi.ions are cov.r fldsr he uget Coittse.
In general, the Adzini.tration support. budget legislationthat is ada peanent, as Opposed to legislation that g lititedto the five year period covered by the agrsee or of Otherspecified duration.

Agriculture Co&ittse

o The conference agr.eent should be upatsd to reflectagreements reached by the Conferees on the 1990 FarBill with regard to how to achieve necessary budgetsavings.

o Pural Electrification Adinistrptjpn Iojj, TheAdministration supports the r.;onciliatn packagereported by the Coittee on Agriculture, including theprovisions that would shift 25 percent of the direct
loans currently provided by the RZ.A to private loans
with a Federal quarant.e. However, the Adjnjstatjon
is concsrned about the provision that would provide fora 99 percent guarantee. A 90 percent guarantee would
be tore consistent with existing Federal practice andthe goal of real deficit reduction.



ludgit CoitteS

Budget PrOCUB Pcfor. The provisione en budget process

ref or in the Senate bill. ors closely follow the Bipartisan

Budget Sur?uDit Agr.eent and provide stronger snforceent
procedures to ensure permanent deficit reduction. The
AdinhstratiOfl urges the Cenf.ree to use the senate bill s a
basis for the conference agrsenent, with aodificatiofll to address

the following concerns:

The bill would not sduet Defense allocations f or
Operation Desert Shield, ii provided in the Bipartisan
Budget 5uit Ag'ssmsnt. The sdu;t:ent ii necessary
to enaure that fundi are fully available when needed.

The pjparti.an Budget Suzit Agr.eaent provided that

all d.poeit insuranos accounts should be included in
the consolidated budget but rsoved fro: the GR.H
baseline to prevent t.chnic&l or economic changes in
those accounts frog causing a sequester en
discretiQnary accounts. me Mouse till includes this

provision but the Senate bill does not. The House

provision should be adopted.

o The Senate bill does net establish a point of order

(requiring 60 votes to waive) against a budget
resolution or appropriations bills that exceed the

annual discretionary spending 'limits, as provided in
the ipartiaan Budget Suit Agreement. This point of

order is a necessary Congressional enfcrceaent tool to

ensure that the spending haiti are adhered to.

The Senate bill provides stronger budget TOC$59 reforas
than the Mouse bill in zany areas, including the following:

o The house bill. provides for a sequester if zandatory
spending legislation increases the deficit, t the
sequester ii applied to discretiOnary a. veil as
andatery accounts if it exceeds $5 billion. As in tha

Senate bill, the sequester for deficit increases caused

by zandatery spending should apply only to *andatory

accounts so the rezedy is tailored to the offense, as
originally intended in the Bipartisan Budget Lait
Agreezint.

o In the House bill, the sequester on discretionary
spending that exceeds the spending caps is triggered
only once a year rather than vhs-n the spending
violation occurs. This provision should_bs-aodifiedto
provide f or a sequester within 15 days after anactzent
of a bill enacted by 7uly 1, or at the tii. of the GP.H

sequester for a bill •naeted after uly 1. This will
ensure that the effect of sequester is felt iasdiatelY
rather than delayed until as auch as one year later.

2



ZnterprisssLfl Refq. The Senateversion of the Budget Process J.for Act is very •i:ilaz to theHouse with respect to reports On the tinncial risks posed byGEa. However, the Adinjstr.tjon prsfsrs language that Votild:
(3k) ake the Treasury study r.quir.ent Sfl annual rSqiiiraent;(2) explicitly authorize Treasury access to Confidential
inforation frog the individual GSEs; end (3) include a atat'utor
provision for the House and Senats leadership to provide for avote on GEE financial safety and soundness legislation, if theCOittSQB of urisdjction over these enterprises fail to reportlegislative zecoendatjen, by £eptsber ..1, .1993.. TThe
-.dinistratjon ould 'arnend -the house 3anguageto *uthorizeTreasury to permit private statistical rating agencies and etherFederal agencies to have access to such confidenti&1 inforatjonsubject to the sane safeguards applicabl, to Treasury.

3



Cosrcs Co&ittee

a a a 1 Z one Man a ena t_ C Z?fl ProY i B lena • The
AdinietratiOn strongly Oppose. the House provision
terad the Cos.tal Zone Man.gsent peauthorization Act

of l99O. As a free-standing bill, the Secretaries of

Interior, Agriculture, Defense, Znurgy and the Attorney

Genera] have indicitid that tl.y iight r.coend a
veto. Reasons for opposition are .that..tt .WQ!ald-.4ubjS;t
Cuter Continental lease .sl.s to .visV zcr •onsitency
"vith'State 'coastal -zen. anageent prograI. Secondly,
it would broadly expand the epplication Of the CZM
Act's IsconiistCnCyw provision, to SnCOpB$$ a wide
range of f.d.ral ectivitisi undsrt&cefl beyond the
traditionally-definsd area of the coastal zone.
Finally, it would ipou new r.strictivs standards on

Federal agencies in conducting authorized activities.

o Coast Guard tser Tees. Although the AdinistZatiOfl
strongly supports collection of Coast Guard user fees,

it object. to the provision in the Senate bill, that

would only p.rit collections from vessels operating
"where Coast Guard has a presence. Since there is no
accepted legal definition of waters where Coast Guard
has a preBeTce, collectionS could be challenged in

court. Zn addition, the language lacks a specific
schedule of fees for direct services. It would be

preferable to include a schedule of fees in order tO

ensure that actual collection levels for 1991 match the
levels specified in the Sudget Resolution.

Watierial Weat rSerViCe_l'tS. The Ad.irti$tratiofl
strongly prefers the National Weather Service fee

proposal contained in the Senate bill ovar that

cntaintd in the House bill. The Senats's proposal

would collect $5 million par year for a total of $25
million for FY 19911995 by allowing the national
Oceanic and Atmospheric Administration to charge the
fair market value for purchaseS of $OAA data and
s3rvices. Th. House bill would limit collections from
this fee to only $3 million in 1991 and $$ million in
1991-1995. Thereby, the House Science, Space and
Technology Committee baa failed to achieve its
specified savings thresholds.

o p.s. !Trsv.l and Torist Yss. The Mmini$tratien
objects to the removal of the U.S. Travel and Tourism
fee from the House bill. This fee was part of the

Sipertisan sudgat Summit Aqrsusnt-and -the
AdiinistratiOn continues to supports it.
implementation. The f a. proposal contained within the

Senate bill i acceptable to the Adminiatration

4



hawver, several. technical changes, Which have beentragjtted to Congrsaa, would eigniricaritly iprovsthe effectiven and ipleentatjo of the Senateproposals.

o Vaterns Eenefit for Merchant Marip. TheAdin1atreton ebect. to the •xpaniion Of •ligibj]jtyfor veteran. benefits to certain ebers of theerehant arin.. The Secrstary of Defense has alreadydstarined the appropriate qroup cZserchantrj1 tobe xtended 'etsrans benetjts, Any rurthermxpansjen-ia unwarranted.



n.rgy .d WatJra R..DUXC.I

C TJranium £nr1chient. The Senate bill contiine * $300
million authorization tor a Ur*niu i'ii Tailings
Progra=. Thi. authorization doe. not produ;s a
in outlayc or revenue, and thu. is not appropriate Zor

incluaicn in a budget recencilistion measure.

6



ristcs Ceaitt.. Taxes

o 1ax biversion Subsidyfpr Pat1 Pensig. Thisprovisjo would divert $180 pillion in retiree incometaxes frc the Treasury to the rail sector pensionfund. ?sdaral •ubsjdies should not be ussd as a
substitute for rail sector contrjbutjon to its ownprivate sscter pension fund.

o .2xten,jpn of Medjcrp Cpy,raas. The Adinigtratjonprsf the snate 'bill which :propo.es to covsr .inderiospital insurance au Stat, and local qoverr1,nt
hir.d before April 1986, Ths Mouse Version

perpetuates the free rid. cany State and local•.p1oyesa currently get under Nedicar., These non-payers will continu, to get Jiedicar. service.. Some85% of these State and local workers get Medicarecoverage without paying Medicare tixes.

o HI Taxes. Both the )lou.s and Senate bills increas, theHI wage cap (to $89,000 in the Senate, $100,000 in theHouse) above the level agreed to in the suit. TheAdrinistratjo prefers the $73,QQ level agreed to inthe £unit,

o A$ Coverae for state en Local TheAd.jnjstratjon prefers the •fZsctjve date of the Housebill for covering under social security State and locale:ployees who have no pensions, In addition, bothbills deny the protection of social security to•tdents.
o Paliroed Pepsion Contribution5, The Adinjstratjonprefers the Senate bill which increas.s railroadpension contributions, This zodest dov pay.nt on a$34 billion unfunded liability in th. rail pension f.u'dwas part of the Bipartisan Budget Suzit Agrs.sent.

7



risce Cos.mitt$e . ipendig

o gual&f led Medicare .n.ficitrisi fOt. The
Ac1iniDtrati0n strongly objects to the provision in the
House bill that provides Federal funding of Medicaid

payents of prsiuzB of $edicars beneficiaries with
incomes up to 125% of poverty. This provision would

establish a new 100% Tederal1yu'Ziflanced Medicaid
benefit which would increase Federal costS by $2

billion ever five year.. The Medicaid Frovisions f
the eriate till s1.o sr 'sceed t.he costs in the summit
Agreement, but are far better than 'these in 'the 1ouse
bill.

o prtoritii on e jrcv AIsiItanCcPtcul1tiOflI. Thsse
provisions would prohibit )S from tinali&ing any
regulation which changes the ezergenCy assistance
program in 1991. One effect of this provision would be
to allow New York city to go back to putting hoelesa
families with children in run down welfare hotels.
The 1991 cost of this provision is sstiatsd at $35
zillion.

o Disregard of Trust Contributions. The effect of this

provision would be to create a tax shelter" for
Supplemental Security Income, allowing wsll—to'do
individuals to avoid having their income and assets

counted for eligibility for this zeana-tested program.

o Medically—NeedY Tncore Level. forçertaifl Member
Tami1i.s This provision would expand .dicsid
eligibility beyond current intsx-prstation of the

statute and regulation. The. MCTA Actuary scores this

• provision as increasing spending by $700 i11ion ever

five years.

o xten.ion of Prov1sin en Voluntary Contributions and
ProviderSDeeific.TaXSI. Under this provision, States

could levy hospital-specifiC taxes on Medicaid
providers, and use th. resulting revenues to satisfy
the Stats zatch requirements under the Medicaid
program. This is a budget gimmick that circuivertts the
internal statefr.dsr&3 Medicaid patch. The RCYA
Actuary scores this provision a. increasing spending by
$1.7 billion ever five years.

B



o edicsid Prescription Drugs. The MinistraUon
.upports the objectives of both the House and Senate
provision.. The underlying structure of the Senate
bill is preferable, but some individual provision; ofthe Mous, bill are preferabi. for the following
reasons:

—— The House version lsave intact States' ability toUss prior authorization for costly new drugs;
The 1ouse i.r.ion leaves inact 5tbta bihity oset pharacy reibur..ent. and *andatss increases
in these rites; and

The Adini.tratjen strongly support, full scoss.by Medicaid beneficiaries but opposes Federally-
ipo.ed open forulary rsquiresnts becaie theylirnit States' flexibility.

o Lents for Direct Credut, )faicsl Education Colts,The Administration prefers the House provision whichprovides incentives to encourag, training in primarycare. The povisio is coniistent with a proposal in
the Administration's FY 1991 Budget.

o erriced Procedures, adiolooy and
Services. The Administration supports the Houseptcviaion, which would move payment for thse services
closer to the levels that would be paid under therecently-enacted Medicare Yes Schethie. By increasingsavings in this area, Medicare beneficiaries willbenefit because of lover premium and coinsurance
amounts. Moreover, this approach perjts a better
balance in savings between hospitals and physicians.

o ssistants at Surgery. The Ad.inistratjen prefers theSenate provision. The House prior—approval process hasproven to be inefficient becaus, of the lack of
objectively verifiable standards for appropriate use of
assistants combined with the high cost of the prior
approval relative to the savings resulting frog adenial.

o avm.nt! for HOIDital Outpatient Dips ment fOPD1£ezvicj. The Administration supports the souseprovision changing the OPD paykent blend to 17%prosp.ctivelyudat.rje rate/33% c0Jtbas.d rats.This is consistent with the goal, shared by Congress,
of aeving hospital outpatient.paymants to a-fully
prospective basis.
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o Dureble Med1ca1Ec-uioent. The Adniinistration supports
the House provision. A General Accounting Office study
supported capping parent for durable sdical •quipent
at the national aedian of carrier Is. schedules. The
provision would reduce cverpayenta and help Medicare
b.n.ficiaries by reducing their prs.iua and coinsurance
COBta.

o ?qcdicare Select. The Adini,tTatiQfl supports the
Senate provision authorizing Medicare Sslact .1plan.,
which cobins iledicars .upp]..nta1 (Nedigap) insurance
coverage with the operation of a prsf.rred provider
network. This approach would compl.snt the existing
1nO/ program, would expand options for Medicare
beneficiaries, and would help to assure quality md
affordability of care. Seniors would benefit because
of lower preuiume resulting from better .anagsment of
cars. Seniors would also benefit from the better
coordination of care and from quality assurance
prograa that would be required.

o 4rtified Peitered Nurse AnestetiIts. The proposed
increase in payment. for certified registered nurse
anesthetista (CRNAs), as contained in the Senate bill
is highly objectionable. CRiAa should be a cost—
effective alternative to physician-provided an•stheaia.
Instead, the provision totally eliminates any savings

potential. When fully implemented, Medicare's total
coat for anestheaia services provided by a physician-
superviisd CPMA would be at least 25 percent higher
than the total cost for the sane service if provided
directly by a physician. Nks would receive a 45
percent increase in payments, an increase that cannot
be utified under any circuatance, particularly at a
time when others are being called upon to accept
reductions. This increase will result in adjusted
annual gross incomes of between 590,000 and 52.00,000

for CRNAi.

o )loatit&l-Supprted r,iptnd Allied Health Procyami.
The Administration strongly eb:jecti to the Senate
provision which could cost between $500 ijilion snd
$1.4 billion between 3991 and 3995. The provision viii
thaw hospital, to receive payment for ron-provid..r
based programs. The program costs are hot currently
allowed, and ther. is no prospectively'deterained limit
en these Costs as there ii in the case of graduate
medical education progrw.

o Provideroriationa an&Taxtl. The House bill allows
state, to receive federal matching payments for
hospital-specified donation' and taxes. The

10



Adinistratien strongly objects to the Rouse provisionwhich would allow states to increase Medicaid
expenditure, for pay for existing M.jcaid bsnef its
with flo net cost to th. stat.. This provision woulderode the federal—sate nature ef M.dicaid. The
Adiniatretion estimate, this provision would increasefederal costs by $2.7 billion over five years.

a edeaid Covarig. of ildr.n. The House and Ssnotebills phase in mandatory stats coverage -of ..children up
'to *ge 21 4.n iaili.a eiith income. 4low poverty. ThSenate -bill phases in optional stat. coverage up to age18 in famili.. with incomes below 115% of poverty, andimpose. immediat, state optional coverage of children
up to age 18 in families with incomes below poverty.
Conigtent with a statement signed by 48 state
governors last year asking for a moratorju on Federal
Medicaid mandates, the Administratjo objects to the
mandatory expansion of Medicaid cover&ge included in
thi, provision. The Adinistratjon estimate, that theFederal cost of this provision would be $2.1 billionover five years, substantially more than CBO'sestimated 5-year costof $1.1 billion.

o Prohibition of Disallowance for Tnatjent PIvehjetHositp1s. Both the House and Senate bills prohibit
EiS from disallowing Federal payments for certainpsychiatric hospital.. The Administratjon objects tothis provision which would limit the Secretary'.ability to ensure that state Medicaid progrw are
consistent with Federal Medicaid requirements,

o hanees t the Federal Financj1 ParticiDatign (FFPJ
The Administration objects to the House

provision which would result in increases in Federal
costs of $700 million over five years. The UP cap as
designed so that states would not orient their Medicaid
coverage to the elderly at the expense of families with
dependent children.

o xtraneous Provisig. The Administration objects tothe Senate provisions for OASDZ, Supplemental Securityrncom., )JDC, CEE, and RRB which ar. extraneous exceptfor: repatriation; extension of IRS tax intercept tonon-AIDc families past tax year 1989; continuation ofdisability benefits during appeal; •lizinatj of
certain retroactiv, benefits; and advanced taxtransfer.,

o Overdue CASDI •rraya, The Administration prefers
the House bill which includes the Summit proposal tocollect long Outstanding OASDI overpayment, through tax

11



rsfurd offsets.
a Eocil Security Adini5tratiOn Manaceentkrtctivss.

The Senats bill aandates numerous Social Security
Adxjni.tratiofl procedures that 1iit responsiveness and

fail to sccoplish a goal the AdinistritiDfl sh&rss
insuring quality service to beneficiaries. ALong the
aendenta which the Mini.tratiOn epposes are;
provisions which would disrupt ISA'S telephone service,

and could lead to a deterioration of servica in
istrict offices; roviiions vhich aandets tat 5A
.end all workers every year .tateaent of earnings nd
benefits (SSA is currently studying the usefulnes, and
effect of such a wide—scala aailing); provisions which

Lanclete that a specialist evaluate every child
applicant for 881, even though current SM policy uses
specialists whenever appropriate.

o Pehabilitetion Proras. The Senate includes an
unprecedented and potentially costly provision
requiring the Federal Govsrnent to pay the Costa of
rehabilitation for participants in State prorau.
This could open the gatsa for loading cost. on the
Federal goverrusnt. Funds are already available in
5tate VR programs to assist these psopis.

22



Cov.rnmertal Affair. Coamitt..

o for1I in Postal Coat of Livina Ad1u.tent. (COLXe.
The Senate bill does riot include provisions that would
require the Postal Servic, to bear a larger Share of
the coat of COLAS provided to Postal retirees. Postal
COI reform, were included in the lipartisan budget
Summit Agreement and adopted by the Bou... Continued
taxpayer subsidie, for these cost. are inappropriate.
They .are leg itimate operating expanses .of the Postal
Service that .hould be covered by rat.. charged to
Postal customers. Th. dmini.tratieri *1.0 'object.. to
the Mous. provision that sunset, postal COLA arid ?B
reforms after S.ptsmker 30, 3995. The,. reform.
require Postal Service and it. customers to bear
legitimate employer costs for COLA arid health benefits
provided to Postal retiree.. These costs should notrevert bac) to the Ysderal gov.rnment after September
30, 1995, forcing taxpayers onc. again to subsidize
operations of the U.S. Postal Service.

Finally, the Administration supports provision, in the
Senate bill, but not included in the House bill, that
would require the District of Columbia government to
pay a larger share of the cost of health benefits
provided to D.C. retirees. both bill. reqir. Postal
Service to increase health payments for their retirees.
D.C. health benefit costs should be treated the same
way.

o teral bytes Health Eenfitspi. The
Adrinistrgtion uges the conferees to adopt the Senateversion of the FDB program because it include.
proposals that produce zeal deficit reduction where the
House bill claims credit for ainistratjve change.
that are already being achieved by the office of
Personnel Management without any Congressional action.
The Senate bill would: apply Pledicare payment limit.for inpatient hospital services to retired 7EM3
enrollees age 55 and older who are not covered by
Medicare Part A; and, exempt F carriers tram Stat.
premium taxes. (This provision is also in the 'ou..bill.)

o civil !ervjçs Lu pSu1n Payments.

The Conferee, are urged to adopt the Senate proposal
which achieve, permanent reform by eliminating thecivil service lump sum retirement option. The iou..
bill merely suspends the lump sum for five years.

roth versions allow a one.-ponth vindov through
23



October of 2990 for all rstiremsfltali9iblS s.p1oy..c

to e1ct the 1up sua. The Senate then s3.i*inet.i the

lup •um for suployssi. The flouse bill would

continue to pereit mployssi iged 65 er older with 30

or sore year. ot servic. to •3.ct the lump sum. 8in
all thee. individuals would b. sligibi. to elect th
lup •u during the Qctobr vindow, th.rs £s no n.sd
to accord thea special trsatm.nt th.rsaftT.
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u6ici&ry Coitt..
e ttnt and Tr(em&rk fjcj (PO Fe. ThsAiniitration supports the Senate provisioni that

ussr f.es for the Patst md Tradm:arkOffice. The Senate version provides that the user fssbe deposited in a sp.ei*], fund, available to PTOthrough appropriations. The House versions doss not
contain this lengiasge, *fld thus doss not achiev, anymavinga as agreed to in the budget negotiation..

25



Labor end 3uan Resouroel Coiitt.s

o Civil Penalties for CertaiflUfl.air Lboflrsctiee
yo1jioni. The bill alisseel a *inimu fine Of $1,000
and a maximum fine of $10,000 per iffected individual
for s.ploy.r or union violations er the National Lbr
RelatLons Act (NLPA). The fins, apply to sections
B(e)(3) end I(b)(2), which deal with discriminatory
discharge, and isetioni $(a)(5) and 1(b)(3), Which deal
.eith.bad faith bargaining. This provision was not
iscus.ed y the lipartisan 3udget Lummit negotiators
and it sttspts to .nact .gis]ation that aes iot been
the subject of hearings or debate. The $ationsl Labor
Relations oard currently pursues compensatory damage
suits for aff.ctsd individuals suc,c*setully; it dQs
not levy fines. Such fines, especially a floor on the
fines, will generate substantial additional litigation
and is apt to delay justice. Restitution is not
required while cases aru contested.

o SA end MSMA7inei. The Reuse bill raises the
ceilings on 'ost OSMA and M8RA fine., and establishes
floors for most tines. While the Adminiitration has
agreed that some increase in QSMA end )4S}iA fines may
be acceptable, it strongly objects tb provisions that
would include floors on the a.mount of fines that may be
levied. We understand that the provisions making
violation of certain OSH) rules a criminal offense have
been deleted from both bills.

16



VstsZ&i Com*itt..
o Veeran'e He oanQ,iarantv Prerj. TheAd.inistratjon obscts to the provision in the House

bill that would expand eligibility for the Hoa LoanGuaranty proçra to reservists with six years in the,
reserves but w)'o have flot served 180 days on active
duty. This provision unnecessarily expands •li;ibility
to a r.adjuitent benefit to aen md voasn who hay, not
left civilian life. Ithils this provision would
ncrsess .si dii e short zan, 3t .xpo.e. the tadsral
Governnt to the Costs of foreclosure, svsral 'ears,later.
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THE SECRETARY OF HEALTH AND HUMAN SERVICES
WASHINGTON D.C. 20201

CT I q

Dear Conferee,

I write to provide the views of the Department of Health and
Human Services on Budget Reconciliation legislation now beingconsidered by conference committee.

The letter outlines key provisions that we support or oppose.
The enclosure provides our views on selected other matters underyour consideration.

I should point out at the outset that because the purpose of
Budget Reconciliation is deficit reduction, we can not supportany new spending provisions other than the levels agreed to inthe budget summit.

HEALTH

MEDI CARE

Hospital Capital

Both the House and Senate bills have preserved HHS's authorityto fold hospital capital paynents into the Prospective PaynentSystem (PPS). We thank the Committees and strongly support theirposition retaining our authority and flexibility in this area.The current system, cost—based for capital and prospective foroperating costs, distorts incentives and encourages inflationarycapital spending. Under the Senate and House provisions, HHSwill be able to produce regulations that will vastly improvecapital paynent policy over time and protect hospitals that couldbe unfairly harmed by such a change in paynent policy.

Graduate Medical Education

We strongly support the policy direction of the Ways and Meansgraduate medical education proposal, which is similar to thePresident's FY 1991 budget proposal. This approach would
encourage the training of primary care physicians.



Secondary Payor Extensions and Improvements

We support provisions in both the House and Senate bills that

would extend the Medicare secondary payer (MSP) provisions.

These provisions would extend our authority to reduce medicare
payments by identifying situations when other primary health
insurance can be held accountable.

Physician Budget Proposals

We support nearly all of the savings proposals associated with
physician and other Part B provider payments. Most represent
variations on the President's budget proposals; they are sound

policy; and they would help provide for a transition to the

Medicare fee schedule on January 1, 1992.

MEDICAID

Qualified Medicare Beneficiaries

While we certainly support the concept of protecting low

income beneficiaries from new-cost-sharing requirements, we are

strongly opposed to the House provision which establishes a new

policy for the Medicaid program of 100 percent Federal funding

for Qualified Medicare Beneficiaries (QMB5).

We strongly prefer the Senate provision, which uses the
standard Federal and State Medicaid matching rates now applied to
coverage for current QMB5 with incomes below the Federal poverty

level. First, the Senate provision would leverage Federal

spending to help more near-poor beneficiaries per Federal dollar.

And second, the Senate provision avoids making a major policy
change in Federal-State responsibility without an opportunity for
the public debate it deserves.

INCOME SECURITY

Social Security Independent Agency

We are gratified that neither House nor Senate bill includes the
provision to establish the Social Security Administration (SSA)

as an Independent agency. The Administration remains strongly
opposed to any provision which would separate SSA from the
Department of Health and Human Services.
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Restoration of Telephone Access to Local Social Security Offices

We strongly oppose the Senate provision requiring the Department
to publish in local telephone directories the telephone numbers
of Social Security offices that provided teleservice as of
September 30, 1989. Reestablishing direct telephone access to
local offices would not improve service, but rather reduce levels
of service to those who visit local offices because employees
would be diverted from face—to—face interviews to answering
telephones.

Repatriation

We strongly support the provision in the Senate Reconciliation
bill which temporarily repeals the $1 million spending cap for
the repatriation program for two fiscal years, and permits HHS to
receive gifts from those wishing to contribute assistance to
repatriated Americans through the repatriation program. This
program is essential to individuals leaving areas of strife
because it provides the necessary temporary assistance upon their
arrival in the United States.

Sincerely,

Louis W. Sullivan, M.D.
Secretary

Enclosure
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MEDICARE

Hospital Payment Provisions

o PPB Payment Adjustments

In examining PPS payment adjustments such as the indirect
teaching adjustment (IME), it is clear that the Medicare
Trust Fund is financing costs associated with non—Medicare
beneficiaries. While we are extremely concerned about
those who lack health insurance, we do not believe it is
appropriate to use the Medicare Health Insurance Trust Fund
to mitigate the serious uncoinpensated care problems that
face many hospitals. We therefore support the reduction in
the IME adjustment approved by the Senate, which resembles
a proposal made in the President's Budget.

HHS is preparing a congressionally—mandated report on the
urban/rural payment differential and other issues of
hospital payment equity. Our report will suggest PPS
payment alternatives that more appropriately reflect costs
providers face in treating Medicare beneficiaries.

o Hospital Capital

We strongly support the House and Senate provisions
preserving HHS's authority to fold hospital capital
payments into the Prospective Payment System (PPS). The
current system, cost—based for capital and prospective for
operating costs, distorts incentives and encourages
inflationary capital spending.

Both bills also lessen the across—the--board reduction in
capital payments, which will help our efforts to craft an
equitable regulation. Both bills would provide us
flexibility to treat the moveable portion of capital
separately from the fixed portion, should we deem that
approach appropriate.

Under the Senate and House provisions, we will be able
produce regulations that will vastly improve capital
payment policy over time and protect hospitals that could
be unfairly harmed by such a change in payment policy.

o Bundling jfl Unbundling of Payment Rates

We support a House provision to include in the hospital DRG
payment diagnostic tests performed two and three days
before the stay. This is an important policy to prevent
unbundling from the hospital DRG payment.

:i



In contrast, we strongly oppose a House provision to repeal
the OBRA—1986 provision which allowed an offset to hospital
rates where physician assistants are separately billed from
the hospital DRG rate. This repeal would encourage
hospitals to unbundle payments from the DRG payment by
utilizing physician assistants in place of other equally
qualified personnel. Encouraging this behavior undermines
the hospital DRG system. It also violates the principle
established, when the physician assistant direct billing
provision was enacted, to make that provision budget
neutral.

In the PPS regulation, HHS implemented the statutory offset
on a hospital-specific basis. We believe that this
approach is preferable because it discourages individual
hospitals from unbundling.

0 Graduate Medical Education

We strongly support the policy direction of the House
graduate medical education proposal, which is similar to
the President's FY 1991 budget proposal. This approach
would encourage the training of primary care physicians.
However, as a technical matter, we would prefer that the
policy be based on the Secretary's estimate of resident
salaries or a national average, rather than the hospital-
specific per resident amounts. We also recommend that the
effective date of the legislation be changed to correspond
with the fiscal year or cost reporting year.

Part B Provider Payment Provisions

o Savings Proposals that help the transition to the fee
schedule

The Administration supports provisions to transition to the
fee schedule, including those that would: freeze customary
and prevailing updates for non-primary care services;
reduce payments for overpriced and unsurveyed procedures,
including global fees; reduce payments for radiology,
anesthesia and pathology; phase-in payment rates for new
physicians; reduce payments for assistants-at-surgery;
limit technical components for diagnostic tests; and
provide for consistent treatment of interpretation of
electrocardiograms as laboratory tests. Most of these
provisions are based on proposals included in the
President's Budget.
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o Physician Regulatory Relief Provisions

We share the concern that motivated these provisions and
want to help reduce Medicare's paperwork burdens.
For example, we support the provision in the Senate bill
that would allow "substitute billing" for a physician
covering temporarily for another physician.

In addition, while we are conunitted to our current policy
of consulting with interested physician groups throughout
the policy development process, we are concerned about the
House provision that establishes a formal Physicians
Advisory Council. As drafted, the provision could
complicate the already complex process of issuing
regulations and instructions. We would be happy to work
with the Conferees to perfect this provision.

However, due to a potential increase in the volume of
claims that could result, we must oppose a House provision
that would require the Secretary to release the parameters
and criteria of our medical review screens. We prefer the
Senate provision which calls for a study in a limited
number of carrier sites. This would enable an objective
assessment of the workability and potential costs
associated with releasing this information.

o PRO Carrier Coordination

We oppose the Energy and Commerce provision to require PROs
and carriers to develop common claim edits and medical
review criteria. Such a provision may only further impede
ongoing PRO reform with the Medicare HNO program. Existing
statutory authority is sufficient to provide for such
coordination of activities. We plan to inform Congress
soon about administrative improvements underway planned to
better coordinate PRO-carrier activities.

o Direct Payment to Various Providers

Several provisions would extend direct billing authority to
practitioners or additional settings in an ad-hoc manner.
We are concerned that granting direct payment facilitates
unbundling of facility payments by encouraging facilities
to utilize these personnel in preference to other facility-
employed personnel.

If such provisions are retained, we believe that any
Medicare payments otherwise made to the specific facility
should be offset (similar to the OBRA '86 Physician
Assistant offset) by the amount of the direct billing
involved in an effort to discourage unbundling.



o Durable Medical Equipment

We support proposals in both the House and Senate bills t
impose a national payment limit and floor on payment for
durable medical equipment (DME). These provisions would
minimize the disparity in the current payinent amounts for
DME across the country and reduce those payments that are
excessively high. The three bills include a number of
other changes affecting payinent for DME that the
Administration has proposed in the past and that we
continue to support.

Minor improvements, however, would simplify our ability t
implement selected provisions within a short time period
while leaving the basis of the proposals unchanged. We
would be glad to work with the Conferees to refine some o
these provisions.

MEDICAID

o Qualified Medicare Beneficiaries

While we certainly support the concept of protecting low
income beneficiaries from new cost—sharing requirements,
are strongly opposed to the House provision as it
establishes a new precedent for the Medicaid program of 1
percent Federal fundinq for the Medicare premiums of
Qualified Medicare Beneficiaries (QMB5).

In addition, QMB provisions enacted in past years covered
fl Medicare cost-sharing expenses (i.e. premiums, co-
insurance, and deductibles). The House provision only
covers the premiums.

We strongly prefer the Senate provision, which uses the
standard Federal and State Medicaid matching rates now
applied to coverage for current QMB5 with incomes below t
Federal poverty level. First, the Senate provision would
leverage Federal spending to help more near-poor
beneficiaries per Federal dollar. And second, it avoids
making a major policy change in Federal-State
responsibility that has not been given the public debate
deserves.
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o Prescription Drugs

The Administration supports savings through price discounts
and rebates for States offering Medicaid prescription drug
coverage. We support the objectives of both House and
Senate bills, but prefer the underlying structure of the
Senate version. We favor some of the provisions in the
House bill such as leaving intact States' ability to use
prior authorization for new drugs, and to set pharmacy
reimbursement. The Administration strongly supports full
access for Medicaid beneficiaries, but opposes federally-
imposed open formulary requirements since they limit States'
flexibility. We strongly oppose the Senate provisions to
increase State payments to pharmacists and to require the
Secretary to make annual determinations on which drugs,
based on their medical utility, would be allowed on State
formularies.

We would prefer that States retain even greater flexibility
on formularies and prior authorization. In addition, we
would prefer no mandate for drug use review, as we are
concerned that states will only be effective in their
implementation if they want to pursue the approach. States
have every ability under current law to implement Drug
Utilization Review programs.

We are strongly opposed to the House provision that would
index discounts for each and every sole source and once-
patented multiple source drug to the CPI using the best
price in effect as of September 1, 1990. This is tantamount
to direct price control of Medicaid drugs. While some
indexing feature is necessary to assure on—going savings, we
strongly prefer the Senate version which would index prices
across a manufacturer's product line.

o Medicaid Managed Care

We oppose the House provisions that would require a minimum
enrollment of 5,000 members in a HN0 that serves Medicaid
recipients. We believe the existing enrollment composition
and insolvency provisions are adequate assurance of
solvency. The 5,000 member level, may be difficult for many
HNO5 that contract with Medicaid to achieve, hence a large
number of providers would have to drop out of the program,
severely disrupting beneficiaries and potentially harming
access. Finally, size alone does not give any assurance of
quality of care provided by an organization.
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We also oppose placing the same requirements on sub-
contracting organizations that are placed on the
organization that contracts with the State. We believe that
it is the contracting organizations responsibility to
properly enforce good management and quality of care
requirements on its sub-contractors and that it is the
contracting organization that must meet jJ Medicaid
requirements.

o Nurse Aide Training Programs

We support changes to the current statutory requirements
that exclude most nursing home providers from being approved
to offer nurse aide training programs.

We support the Senate provisions that would offer a
significant improvement to the current law. Given the many
difficulties inherent in determining which nursing home
providers should or should not be approved to train nurse
aides, the Senate package represents a fair balance.

o Provisions related to Donated Funds and Provider Specific
Taxes

The Administration opposes the House provision on donated
funds and provider-specific taxes. The arbitrary 10 percent
limit that it sets will raise federal Medicaid costs without
increasing services provided to the poor. We estimate that
the House provisions would increase federal outlays by $100
million in FY 91 and' $1.7 billion over 5 years.

If legislation is deemed necessary, we prefer the Senate
provision that places a 9-month moratorium on publishing a
final regulation. The Department is developing a revised
regulation that will set for an improved, equitable policy
in this area.

o Disa].].owances

Both Houses propose to limit disallowances of Federal
matching funds for cases in which certification requirements
for Medicaid patients in inpatient psychiatric facilities
have not been met. In the House provision, however, two
States -- Arkansas and Missouri —- continue to be subject to
these disallowances simply because their disallowances have
already been issued, while all other States would have most
of their disallowances forgiven. We oppose this approach as
it treats states inequitably.

6



The disallowance process is an integral part of the
Department's effort to ensure program integrity. It shouldproceed on a basis that is fair to all States.

o Preadmissjon Screening and Annual Resident Review (PASARR)

Both House and Senate bills include provisions that would
fundamentally alter PASARR requirements. While we agreethat some changes would be useful we would like to work withthe Committees to ensure that any reforms are equitable and
administratively sound.

ther Key Health Provisions

o Medigap

Both House and Senate bills include provisions intended toimprove the regulation of Medigap policies. The Senate
provision better embodies our principles for reform:
maintaining federalism, permitting managed care, informing
consumers better, and ensuring consumer choice. The House
unnecessarily mandates direct Federal regulation of
individual policies; the Senate does not. While both
chambers moved to limit choice in regard to Medigap
benefits, the Senate standardization provisions permit moreflexibility than the House.

In addition, we support the Senate provision because itincludes our Medicare SELECT proposal; the House does not.

o Secondary Payor Extensions and Improvements

We support provisions in both the House and Senate billsthat would extend the Medicare secondary payer (MSP)
disability provision. These provisions would extend ourability to reduce medicare payments by identifying
situations when other primary health insurance can be heldaccountable.

o Living Wills

We generally support the concept of making living wills morewidely available, but we oppose using provider conditions ofparticipation to impose requirements unrelated to patienthealth and safety, as included in both the Senate and Houseprovisions. The best time to make this information
available is not when an individual is entering a hospital.

7



SOCIAL SECURITY AND INCOME SECURITY

o Restoration of Telephone Access to Local Social Security
Offices

The Administration opposes the provision requiring the
Secretary of Health and Human Services to publish in local
telephone directories the telephone nunibers of Social
Security offices that provided teleservice as of September
30, 1989. Reestablishing direct telephone access to local
offices (rather than through the toll-free 800 number) would
not improve service. On the contrary, implementing the
provisions would require substantial sums for additional
staff and equipment and could result in reduced levels of
service for people who visit those local offices because
the employees would be diverted from face—to-face interviews
to answering telephones.

Following a 20-percent reduction in full-time equivalent
positions over the past six years, the Agency has relied on
advances in technology, especially the widely acclaimed
toll—free 800 number, to-process more than 1 million calls
per week. To encourage callers to place those calls to
local offices already burdened with complicated caseloads
requiring more time and concentration would not only be
unwise, it would be insensitive.

If the Senate provision were enacted into law, the effective
date would have to be a niinimuni of one year after enactment
to allow for implementation.

o Repatriation

We strongly support the provision in the Senate
Reconciliation bill which temporarily repeals the $1 million
spending cap for the repatriation program for two fiscal
years, and permits HHS to receive gifts from those wishing
to contribute assistance to repatriated Americans through
the repatriation program. This program is essential to
individuals leaving areas of strife because it provides the
necessary temporary assistance upon their arrival in the
United States.
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he PRESIDING OFFICER. With-
objection, it is so ordered.
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APPOINTMENT OF ADDITIONAL
CONFEREES_HR. 5835

Mr. FORD. Mr. President, I ask
unanimous consent that Senator BYIU)
and Senator HA17rEu be named as
conferees on the budget reconciliation
bill. H.R. 5835. for purposes of budget
process reform and appropriations
matters,



S 16000

Mr. SASSER. Mr. President, I move
to reconsider the vote.

Mr. MITCHELL. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. SASSER. Mr. President, I ask
unanimous consent that the Senate
insist upon its amendment and request
a conference with the House on the
disagreeing votes of the two Houses,
and that the Chair be authorized to
appoint the conferees on the part of
the Senate.

The PRESIDING OFFICER. Is
there objection to the request of the
Senator from Tennessee?

There being no objection, the Pre-
siding Officer (Mr. DAscm) appoint-
ed from the Committee on Agricul-
ture, Nutrition, and Forestry: Mr.
LEAHY, Mr. PRYOR, Mr. BoItEN, Mr.
KERIE, Mr. LUGAR, Mr. Do12, and Mr.
Cocmw;

From the Committee on Banking,
Housing, and Urban Affairs: Mr.
RItGLE, Mr. CRANsTON, Mr. DODD, Mr.
HEINZ, and Mr. D'AMTo;

From the Committee on the Budget:
Mr. SAssii, Mr. FOWLER, and Mr. Do-

From the Committee on Commerce,
Science and Transportation: Mr. Hot-
LING5, Mr. IN0UYE, Mr. FoaD, Mr.
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EXON, Mr. BREAUX, Mr. ROCKEFELLER,
Mr. KIRRY, Mr. DANFORm, Mr. PAcE-
WOOD, Mr. STEVENS, Mr. KA5TEN, Mr.
MCCAIN, and Mr. BURN5

From the Committee on Energy and
Natural Resources; Mr. JOH$STON, Mr.
BUMPERs, Mr. FOaD, Mr. MCCLURE, and
Mr. DOMENICI;

From the Committee on Environ-
ment and Public Works: Mr. BumIcK,
Mr. M0YNIHAN, Mr. MITCH:ELL, Mr.
BAUcus, Mr. Oa&HAM, Mr. Canm, Mr.
SIMPSON, Mr. SYitMs, and Mr. DUREN-
BERGER; -

From the Committee on Finance:
Mr. BENT5gN, Mr. M0YNIHAN, Mr.
BOREN, Mr. MITCHELL, Mr. PRYOR, Mr.
RoCKEFELLER, Mr. PACKWOOD, Mr.
DOLE, Mr. RoTH, Mr. DAoRTh, and
Mr. CHAFEE;

From the Committee on Govern-
mental Affairs: Mr. GLENN, Mr.
SAss, Mr. PRYOR, Mr. ROTH, and Mr.
Sivgrs;

From the Committee on the Judici-
ary: Mr. DEC0NCINI, Mr. LEAHY, and
Mr. HATCH;

From the Committee on Labor and
Human Resources: Mr. KENNEDY, Mr.
PELL, Mr. MET1Er4BAUM, Mr. DODD, Mr.
HATCH, Mr. KissEUM, and Mr. J-
FORDs;

From the Committee on Veterans
Affairs: Mr. CRANsTON, Mr. DEC0N-
CINI, Mr. ROCKEFELLER, Mr. MURKOW-
sKI, and Mr. SIMPSON conferees on the
part of the Senate.

Mr. MITCHELL Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. MITCHELL. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it Is so ordered.
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UTRORIZflG THE SPEAKER TO
APPOINT CONFEREES AND
PROVIDI'NG FOR MOTION TO
INSTRUCT ON H.R. 5835, OM]i-
BUS BUDGET RECONCILIATION
ACT OF 1990
Mr. PANETI'A. Mr. Speaker, I ask

unanimous consent that upon receipt
of a message irom the Senate trans-
mitting an amendment to H.R. 5835,
Insisting on the amendment, and re-
questing a conference thereon, the
House shall be considered to have
taken H.R. 3835 and the Senate
amendment trom the Speaker's table.
disagreed with the Senate amendment,
and agreed to the conference request-
ed by the Senate; that the Speaker
Shfl be authorized to appoint confer-
ees In anticipation thereof and reserve
the authority to modify the appoint-
ment at later times; and that the
motion to Insturct conferees otherwise
in order at the time of their appoint-
ment shaU Instead be in order only If
offered by the minority leader or his
designee on the legislative day of
FrIday. October 19. 1990.
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The SPEAKER pro tempore (Mr.

TRAXLER1. Is there objection to the
request of the gentleman from Califor-
nia?

Mr. FRENZEL Mr. Speaker, reserv-
ing the right to object, I would observe
under my reservation that the unani-
mous consent request is, In the opinion
of the minority, 'necessary to secure
expeditious process of the Congress's
business.

As many of us know, the President
has Indicated that he will sign the con-
tinuing resolution only 11 we are
making progress on completion of the
reconciliation bill. The unanimous
consent request of the distinguished
Budget CommLttee chairman will, I
hope, be one evidence that we are anx-
bus to begin work as soon as possible.

The reservation of the motion to in•
struct conferees left to the minority
leader for tomorrow was done at the
minority's request, and we believe that
that protects all of our Interests.

Further reserving the right to
object, Mr. Speaker, I yield to the dis-
tinguished gentleman from Pennsylva-
nia (Mr. WALKER].

Mr. WALKER. Mr. Speaker, I thank
the gentleman for yielding. As the
gentleman from Minnesota knows,
there has been quite a bit of concern
expressed on our side of the aisle in
the last couple of hours about the fact
that there was not a printed document
available of what the Rouse acted
upon the other evening, and so we had
no idea what it was we were going to
go to conference on. I understand that
the gentleman from Minnesota has
looked into the matter, has found that
we will have copies of the available by
later on this evening, and that the
problems of the Government Printing
Office is getting those matters to us do
not appear to have been a deliberate
action to keep the Members from
having the appropriate information.

I wonder 11 the gentleman would ex-
plain the situation as he understands
it.

Mr. FRENZEL Further reserving
the right to object. Mr. Speaker, In re-
sponding to the gentleman from Penn-
sylvania I -would say that nothing we
have done around here in the last
couple of weeks Is normal, and the
pressures on the Printing Office Is one
of the things that has not been
normal.

The Rostenkowski amendment In
the reconciliation bill was a huge doc-
ument, It was complicated, glued to-
gether, had to be reviewed very care-
fully by the GPO. Some telephone
calls had to be made to find out on a
question of whether the Scotch tape
was over the proper word or one that
might have followed, and in my judg-
ment the GPO Is doing the best It can,
that It has been given a properly en-
rolled bill, that there have been no
Changes made to the bill between en-
rollment and the GPO. We will have,
we believe, copies of the blue edition
of the reconciliation bill In this House
by 9 O'clock.

Prior to that time the Ways and
Means Committee minority, the
budget minority, the gentleman from
Pennsylvania. and I all have copies of
what I believe to be true copies of the
enrolled bU]s. So I can say to the gen-
tleman that things are not as usual
around here, but nobody is trying to
put dirt into the game.

Mr. WALKER. Will the gentleman
yield further?

Mr. FRENZEL. I do.
Mr. WALKER. It is the gentleman's

understanding that the Xerox copy
that we have before us is in fact that
which is being enrolled and will show
up in print later on tonight, is that
correct?

Mr. FRENZEL. Further reserving
the right to object, that is correct.

Mr. WALKER. I, thank the gentle-
man.

Mr. FRENZEL Further reserving
the right to object, Mr. Speaker, I
yield to the gentleman from New York
[Mr. SOLOMON].

Mr. SOLOMON. Mr. Speaker, I am
not a member of the Ways and Means
Committee, and I am not a member of
the Budget Committee, but I think we
all ought to remember that tonight is
probably the last time that Bzu. FRN
zn. will every carry a trade bill as a
member of the Ways and Means Com-
mittee on the floor of this House. I do
not know about the rest of my col-
leagues, but I think I speak for all of
you when I say Bzu., you are one of
the greatest guys I have ever met in
my life. We are going to sorely miss
you on both sides of the aisle, and God
bless you.

Mr. FRENZEL. Further reserving
the right to object, I am grateful, and
I am humble, and my only request is
to name no buildings after me.

Mr. Speaker, I withdraw my reserva-
tion of objection.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from California?

Ms. OAKAR. Reserving the right to
object, Mr. Speaker, I reserve the
right to object for a twofold purpose,
one, to certainly add my acclamation
to the gentleman from Minnesota [Mr.
FiiizziJ. He was the minority leader
of a committee I chaired, and I had
the pleasure of working with him, and
•he was eminently fair and decent.

But second, I wanted to ask the dis-
tinguished Budget Committee chair-
man a question, 11! might.

Under the unanimous consent re-
quest are we able to Instruct the con-
ferees on the flouse side in terms of
some provisions that are omitted that
some of us feel are very important?

Under my reservation, I yield to the
gentleman from California.

Mr. PANEITA. Mr. Speaker, under
the unanimous-consent request, the
motion to instruct, as usual, would be
offered by the minority leader or his
designee.

Ms. OAKAR. So the gentleman is
saying that we are not able to th-
struct? Is that not th order?
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Mr. PANETTA. Pursuant to this
unanimous consent request, the
motion to instruct, and whatever is
contained in the motion to 1nstruct
would be left to the minority leader or
his designee. That is the unanimous-
consent request.

Ms. OAKAR. As a Member, al-
though I do not have the pleasure of
being in the minority, and I am a good
Democrat, I would like to ask unani-
mous consent that there be two in-
structions given to the House confer-
ees, and that would be to put on the
table, 11 the Senate does not have this
on the table, a child care package, and
second to have mammography cover-
age as part of our conference.

Mr. WALKER. Reserving the right
to object, Mr. Speaker, do I under-
stand this is a modification?

The SPEAKER pro tempore. The
Chair would advise that there is one
request pending, and the Chair cannot
entertain any other requests until the
resolution of the pending unanimous-
consent request by the gentleman
from California.

Does the gentlewoman from Ohio
Insist on her reservation?

Ms. OAKAR. No. Mr. Speaker. I am
asking if it is in order that I ask unani-
mous consent that these two items be
part of our conference?

0 1750
The SPEAKER pro tempore (Mr.

TIxLER). The Chair would state to
the gentlewoman that the gentleman's
request for unanimous consent is
pending, and in order for her sugges-
tion to be entertained, he would have
to modify his unanimous-consent re-
quest.

Ms. OAXAR. Mr. Speaker, further
reserving the right to object, very
often, I remember voting for several
Instructions to conferees, and I am
just trying to find the vehicle by
which we might do that.

Mr. PANETTA. Mr. Speaker, will
the gentlewoman yield?

Ms. OAKAR. I yield to the gentle-
man from California.

Mr. PANETTA. Mr. Speaker, the
gentlewoman is a member of the ma
jority party here, and, I think, would
certainly be able to carry this request
to the leadership. I think the leader-
ship would be sensitive obviously. If
child care is added on the other side of
the bill and there is an agreement
with regard to child care provsions, I
think that would be something that
would, indeed, be included in the con-
ference, and 11 the gentlewoman is also
concerned about mainniography and
other sections related to Medicare and
those are part of the conference, I
think the leadership would also be
willing to defend those issues in con-
ference, as well.

I think .that would be a better ap-
proach than a motion to Instruct.

Ms. OAKAR. Further reserving the
right to object, I am sensitive about
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the leadership. I have enormous re-
spect for the leadership.

However, it Is my understanding
that those two items are not part of
the House's agenda, and if they are
not technically part of the agenda, I
would like to see that they are carried
forward just because I think that this
would help and assist the leadership In
terms of Indicating that this is a
Rouse position.

Mr. PANETI'A. If the gentlewoman
will yield further, I.do not think that
there Is any question but that the two
Issues the gentlewoman has posed
here have been Issues that the majori-
ty has stood for and would stand for In
a conference as well, and it would not
require a motion to instruct to get
Democrats to stand for that position.

Ms. OAKAR. Further reserving the
right to object, if they are not part of
our bill going over there In terms of
that, then because it has been dropped
In the past, I do not know that this
would take place.

Mr. Speaker, I am going to withdraw
my reservation of objection, but rais-
ing it hopefully will be instructive In
some sort of way, because I think a lot
of Members would not vote for a
budget that did not have those two
items In it.

Mr. Speaker, I withdraw my reserva-
tion of objection.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from California?

There was no objection.
The SPEAKER pro tempore. The

Chair would Indicate that the Speaker
will name the conferees upon hIs
return to the Chamber.
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APPOINTMENT OF CONFEREES
ON HR. 5835, OMNIBUS RECON-
CILIATION ACT OF 1990
The SPEAKER (Mr. Ggpiiutm).

Without objection, the Chair appoints
the following confereeS on the bill,
H.R. 5835, the Omnibus Reconciliation
of 1990:

From the Committee on the Budget,
for consideration of the House bill,
and the Senate amendment, and modi-
fications committed to conference, and
as exclusive conferees with respect to
any proposal to report In total dis-
agreement: Messrs. PAErrA, GEP-
RARI)T, and FRZNZEL.

From the Cormnittee on Agriculture,
or consideration of title I of the
louse bill, and title I of the Senate
amendment, and modifications com-
mitted to conference: vacancies (3 con-
ferees).

om the Committee on Banking,
Finance and Urban Affairs, for consid-
eration of title II of the House bill,
and title II of the Senate amendment,
nd modifications committed to con-
ference: Mr. GONZALEZ, Ms. OMUR, and
Mr. WYLIE.

From the Committee on Education
and Labor, for consideration of title
III of the House bill, and title X of the
Senate amendment, *nd modifications
committed to conference: Messrs.
HAWKINS, FORD oj Michigan, and
000DLING.

From the Committee on Energy and
Commerce (health), for, consideration
of title LV of the House bill, and corre-
sponding provisions of the Senate
amendment, snd modifications com-
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mitted to conference: Messrs. DINGELL,
WAXMAN, and LENT.

From the Committee on Energy and
Commerce (transportation), for con-
sideration of title IV of the House bill,
and corresponding provisions of the
Senate amendment, and modifications
committed to conference: Messrs. DIN-
GELL, ThoMAs A. LUKEN, and Lr.

From the Committee on Energy and
Commerce (energy), for consideration
of title IV of the House bill, and corre-
sponding provisions of the Senate
amendment, and modifications com-
mitted to conference: Messrs. DINGELL,
SHARP, and LENT.

From the Committee on Govern-
ment Operations, for consideration of
title XIV of the House bill, and corre-
sponding provisions of the Senate
amendment, and modifications com-
mitted to conference: Mr. CONYERS,
one vacarcy, and Mr. HORTON.

From the Committee on Interior and
Insular Affairs, for consideration of
title V ot the House bill, and corre-
sponding provisions of the Senate
amendment, and *modifications com-
mitted to conference: vacancies (3 con-
ferees).

From the Committee on the Judici-
ary, for consideration of title VI of the
House bill, and title IX of the Senate
amendment, and modifications com-
mitted to Conference: Messrs. BROOKS,
KASTENMZIER, and MOORHEAD.

From the Committee on Merchant
Marine and Fisheries, for consider-
ation of title VII of the House bill, and
corresponding provisions of the Senate
amendment, and modifications com-
mitted to conference: vacancies (3 con-
ferees).

From the Committee on Post Office
and Civil Service, for consideration of
title VIII of the House bill, and corre-
sponding provisions of the Senate
amendment, and modifications com-
mitted to conference: Messrs. Foai of
Michigan, CLAY, and GIuN.

FrQm the Committee on Public
Works and Transportation (aviation),
for consideration of title IX of the
House bill, and corresponding provi-
sions of the Senate amendment, and
modifications committed to confer-
ence: Messrs. ANDERSON, OBERsmi,
and HAMMERSCHMIDT.

From the Committee on Public
Works and Transportation (surface
transportation), for consideration of
title IX of the House bill, and corre-
sponding provisions of the Senate
amendment, and modifications com-
mitted to conference: Messrs. ANDER-
SON, MINETA, and RAMMERSCHMIDT.

From the Committee on Public
Works and Transportation (EPA fees),
for consideration of title IX of the
House bill, and corresponding provi-
sions of the Senate amendment, and
modifications committed to confer-
ence: Messrs. ANDERSON. NOWAK, and

HAMMERSCRMIDT.
From the Committee on Rules, for

consideration of title XIV of the
House bill, and corresponding provi-
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sions of the Senate amendment, and
modifications committed to confer-
ence: Messrs. M0AXLEY, DERRICK, and
Qtiuz.

From the Committee on Science,
Space, Technology, for consideration
of title X of the House bill, and corre-
sponding provisions of the Senate
amendment, and modifications com-
niltted to conference: Mr. ROE, Mrs,
Li.oyi, and WALKZR.

From the Committee on Veterans'
Affairs, for consideration of title XI of
the flouse bill, and title XI of the
Senate amendment, and modifications
ommltted to conference: Messrs.
MONTGOMERY, APPLEGATE, and Srtmu.

From the Committee on Ways and
Means (revenues and debt ceiling), for
consideration of title XIII of the
House bill, and title VII of the Senate
amendment, and modifications com-
mitted to conference: Messrs. Rosr!N-
KOWSKI, GIBBONS, and ARCIR.

From the Committee on Ways and
Means (Medicare), for consideration of
title XII of the House bill, and title VI
of the Senate amendment, and modifi-
cations committed to conference:
Messrs. R05TENK0wsKI, Smiuc, and
ARCHER.

From the Committee on Ways and
Means (Social Security), for consider-
ation of title XII of the House bill,
and title VI of the Senate amendment,
and modifications committed to con-
ference: Messrs. ROSTENKOWSKI,
JACOBS, and ARCEER.

From the Committee on Ways and
Means (child care and human re-
sources), for consideration of title VI
of the Senate amendment, and modifi
cations committed to conference:
Messrs. RosmiKowsKI, DOWNEY, and
ARCHER.

There was no objection.
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MODIFICATION OF APPOINT-
MENT OF CONFEREES ON H.R.
5835, OMNIBUS BUDGET REC-
ONCIUATION ACT OF 1990

The SPEAKER pro tempore. Pursu-
ant to the previous order of the House
of October 18, 1990, and at the request
and direction of the Speaker, without
objection, the appointment of confer-
ees on HR. 5835 is modified to read as
follows:

From the Committee on the Budget,
for consideration of the House bill,
and the Senate amendment, and modi-
fications committed to conference, and
as exclusive conferees with respect to
any proposal to report In total dis-
agreement: Messrs. PANETTA, GEP-

HARDT, and FRENZEL.
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As addjtional conferees from the

Committee on the Budget, for consd-
eration of the title XIV of the House
bill, and all other provisions of the
Rouse bill and the 8enate amendment
On which conferees from more than
one of the other standing cominfttees
of the Rouse are appotnted, ftnd modi-
fications committed to coiference:
Messrs. Russo, JENKINS, and Gaa])IsoN

}om the Committee on Agricutlure,
tor consideration of t.ãtle I and subtitle
B of title V of the House bill, and title
I and subtitle A of Utle IV of the
Senate amendment, and modificatiop.
committed to conlerence: Messrs. I)! LA
GABZA, Rtycy, and CoIAjj of Mis-
souri

From the Committee on Banking,
Finance and Urban Affairs, for consid-
eration of title U of the House bill,
and title II of the Senate amendment,
and modIficatjors cthnrnitted to con-
lerence: Mr. Gowz*i, Ms. OAKAR, and
Mr. Wyuz.

From the Committee on Education
and Labor, for considera4jon of title
III and sections 12403 and 13323 of the
House bill, and subtitle F of title VT,
part 4 of subtitle D of title VII, title X,
and section 6401 of the Senate amend-
ment, and modifications committed to
conference: Messrs. HAWKrNS, Fow of
Michigan, and 000DLING.

From the Committee on Energy and
Commerce (health), for consideration
of subtitles A and B of title IV of the
House bill, and part 2 of subtitle B and
subtitle C of title VT of the Senate
amendment, and modifications com-
mitted to conference: Messrs. DrNGELL,
WAxr,ui, and Lr.

From the Committee on Energy and
Commerce (transportation), for con-
sideration of sections 4511, 4521, and
4522 of the Rouse bill, and sections
3002 and 3003 of the Senate amend-
ment, and modifications committed to
conlerence: Messrs. DrwcEu.., Tnos
A. Lu, and Lzr.

From the Committee on Energy and
Commerce (energy), for consideration
of sections 4501, 4502, 5101, and 10002
of the House bill, and subtitle B of
title IV and section 502 of the Senate
amendment, and modifications com-
mitted to conference: Messrs. DINc7.L,
Sli4utp, and L!qr.

Prom the Committee on Govern-
inent Operations, for consideration of
part 1 of subtitle A and subtitles B
through E (except section 14302) of
tttle XIV of the House biU, and corre-
sponding provisions of the Senate
amendment, and modifications com-
mitted to confereic Messrs. CoN-
YERS, W?XMAN, SY1tAR, FRANK,
HORTON, and NIELSoN of Utah.

Prom the Committee on Interior and
Insular Affairs, for consideration of
title V and sectionn 4502 and 10002 of
the House bill, and subtitles A and B
of title IV and section 502 of the
Senate amendment, and modifications
committed to conference: Messrs.UDALL, Mtu of California, and
Yomw of Alaska
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Prom the Committee on the Judici-

ary, for consderaUon of title VI of the
Rouse bill, *nd Litle IX of the Senate
amendment, and modifications com-
mitted to cotiference: Messrs. BROOKS,
KAsrEwMrIn, and MooiRi.

From the Committee on Merchant
Marine and Fisheries (tonnage duties,
Coast guard fees, and cargo prefer-
ence), for considerat.ãon of sections
7101 and 7102 of the House bill, and
section 3001 of the 8enate amend-
merit, and modifications committed to
conference: Messrs. JoNES of North
Carolina, TAUZIN, and DAVIS.

From the Committee on Merchant
Marine and Fisheries (EPA fees), for
consideration of sectIon 7103 of the
House bill, and modifications commit-
ted to conference: Messrs. Jo of
North Carolina, &uis, and DAVIS.

From the Committee on Merchant
Marine and Fisheries (coastal zone
management), for consideration of
subtit!e B of title V1I of the House
bill, and modifications committed to
conference: Messrs. Jos of North
Carolina, HTzL and DAVIS.

From the Conunittee on Post Office
and Civil Service, for consideration of
tttle VIII of the House bill, ad tttle
VIII of the Senate amendment, and
modifications committed to confer-
eiice: Messrs. Fo of Michigan, Ci.,
and GrLMAN.

From the Committee on Publlc
Works and Transportation (aviation),
for consideration of subtitles B and C
of title IX of the House bill, and sub-
t3tle B of Utle III, of the Senate
amendment, and modifications com-
mitted to conference: Messrs. Aw-
SON, OBERsThR, and HAEcmwr.

From the Committee on Public
Works and Transportaon (transpor-
tation trust funds) for consideration of
subtitles A of title IX of the Rouse
bill, and rnodifjcation committed to
conference: Messrs. A!nRSON,
MINETA, and RAMMER SCHMIDT.

Prom the Committee on Public
Works and Transportation (EPA fees),
for consideration of 8ubtitle D of Utle
IX of the House bill, and modiflca.
tions committed to conference Mers.
ANDERSOJ, Nowx, and
SCHMIDT.

Prom the Committee on Rules, for
cons1der,jon of part 2 of ubUtle A of
title XIV and section 14302 of the
House bill, and corresponding provi-
sions of the Senate amendment, and
modifications committed to confer-
ence: Messrs. Moiy, DERRICK Bzn-
FNSON, FROST, Quumi, and Pasyuq.

Prom the Committee on Sdence,
Space, Technology, for nsderation
of tiUe X of the House bill, and sub-
title B of title IV and sections 3004
and 3024 of the Senate amendment,
and modifications committed to con-
ference: Mr. Ro Mrs. Lz.am and Mr.
WAIza.

From the Committee on Veterans'
Affairs, for conslderaUon of title XI
(except section 11051) of the House
bill, and title XI of the Senate amend-
ment, and modifications committed to
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conference: Messrs. MoNTGojy, Ap-
PLEGATE, and SlUMP.

From the Committee on Ways and
Means (revenues and debt ceiling), for
consideration of title XIII, subtitles E
and F of title XLI, and sections 3102,
3121, 7101, and 11051(a) of the House
bill, and title VII (except subtitle C),
and subtitles D and E of title VI of the
Senate amendment, and modifications
committed to conference: Messrs. ROS-
1Iowsgj, GzoNs, and ARCHER.

From the Committee on Ways and
Means (medicate), for consideration of
subtitles A through D of title XII and
subtitle A of title TV of the House bill,
and subtAtle B of title VI of the Senate
amendment, and modifications com-
mitted to conference: Messrs. ROSThN•
EOWSKI, STARK, and ARciiI.

From the Committee on Ways and
Means (Social Security), for consider-
ation of part 5 of subtitle A of title VI,
of the Senate amendment, and modifi-
cations committed to conference:
Messrs. RosmixowSIu, JACOBS, and
ARCHZL

From the Committee on Ways and
Means (child care and human re-
sources), for consideration of parts 1
through 4 of subtitle A and subtitle F
of title VI, nd subtitle C of title VII
of the Senate amendment, and modifi-
cations committed to conference:
Messrs. RO5ILzqOWSKI, DOWIIEY, and
ARCHt.

As an additional conferee for consid-
eration of subtitle B of title V of the
House bill, and subtitle A of title IV of
the Senate amendment, and modifica-
tions committed to conference: Mr.
MRAZEK.

As additional conferees for consider-
atk,n of title XIV of the House bill,
and corresponding provisions of the
Senate amendment, and modifications
committed to conference: Messrs.
Wun-mi, PICKLE, and PURSL.

There wa no Objection.
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Pursuant to the previous order of
the House of October 18, 1990, the ap-
pointment of conferees on H.R. 5835 is
modified as follows:

Replace the last paragraph of the
appointment with the following two
paragraphs:

As additional conferees for consider-
ation of part 1 of subtitle A and subti-
tles B through E (except section
14302) of title XIV of the House bill,
and corresponding provisions of the
Senate amendment, and modifications
committed to conference: Messrs.
WmrltN, PIcKI, and CoNTE.

As additional conferees for consider-
ation of part 2 of subtitle A of title
XIV and section 14302 of the House
bill, and corresponding provisions of
the Senate amendment, and modifica-
tions committed to conference: Messrs.
WHXTTEN, PICKLE, and PUR5ELL.

The Clerk will notify the Senate of
the change In conferees.
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MODIFICATION OF APPOINT-
MENT OF CONFEREES ON H.R.

• 5835. OMNIBUS BUDGET REC-
ONCILIATION ACT OF 1990
The SPEAKER pro tempore. Pursu-

ant to the authority granted on Octo-
ber 18, 1990, the Chair makes the fol-
lowing modification in the appoint-
ment of conferees on H.R.. 5835:

The first panel (health) from the
Committee on Energy and Commerce
Is also appointed for consideration of
subtitles B, C, and D of title XII of the
House bifi.





House Calendar No. 208101st CONGRESS
2d Session

H. RES. 527
[Report No. 101-940]

Waiving the requirement of clause 4(b), rule XI, against consideration of
certain resolutions reported from the Committee on Rules, and for otherpurposes.

IN THE HOUSE OF REPRESENTATIVES

October 24, 1990
Ms. Slaughter of New York, from the Committee on Rules, reported the

following resolution; which was referred to the House Calendar andordered to be printed

RESOLUTI ON
Waiving the requirement of clause 4(b), rule XI, against consideration ofcertain resolutions reported from the Committee on Rules, and for otherpurposes.

Resolved, That the requirement of clause 4(b), rule XI for a two-thirdsvote to consider a report from the Committee on Rules on the same day it is
presented to the House is hereby waived with respect to any resolution
reported from that committee on or before the legislative day of October 27,1990, to provide for the consideration or disposition of: (1) a bill toprovide for reconciliation pursuant to section 4 of the concurrent resolutionon the budget for the fiscal year 1991, an amendment thereto, or a conferencereport thereon; (2) a joint resolution making continuing appropriations forthe fiscal year 1991, an amendment thereto, or a conference report thereon;
(3) a bill to extend the temporary increase in the public debt limit, anamendment thereto, or conference report thereon; or (4) a conference report
and amendments reported from conference in disagreement on any general
appropriations bill.

Sec. 2. Notwithstanding the provisions of clause 2 of rule XXVIII, itshall be in order at any time through the legislative day of October 27,1990, to consider conference reports and amendments reported from conferencein disagreement on any general appropriation bill on the same day reported orany day thereafter if copies of the conference report and accompanying
statement, together with the text of any amendment reported from conferencein disagreement, have been available to Members for at least two hours beforethe beginning of such consideration. Any said conference report, amendmentsin disagreement, and motions to dispose of amendments in disagreement printedin the joint statement of the managers shall be considered as having beenread when called up for consideration.



101st Congress
Report

HOUSE OF REPRESENTATIVES

2d Session
101-940

WAIVING THE REQUIREMENT OF CLAUSE 4(B) OF RULE XI AGAINST CONSIDERATION OF

CERTAIN RESOLUTIONS REPORTED FROM THE COMMITTEE ON RULES, AND FOR OTHER

PURPOSES.

October 24, 1990.- -Referred to the House Calendar and ordered to be printed

Ms. Slaughter of New York, from the Committee on Rules, submitted the

following

REPORT

[To accompany H. Res. 527]

The Committee on Rules, having had under consideration H. Res. 527, by

nonrecord vote, reports the same to the House with the recommendation that

the resolution do pass.



WAIVING REQUIREMENTS OF
HOUSE RULES FOR CONSIDER-
ATION OF CERTAIN RESOLU.
TIONS, CONFERENCE RE.
PORTS, AMENDMENTS. AND
MOTIONS
Ms. SLAUGHTER of New York. Mr.

Speaker, by direction of the Commit-
tee on Rules. I call up House Resolu-
tion 527 and ask for its Immediate con-
sideration.

The Clerk read the ro1'ution, as fol-
lows:

H1171
H. REa. 527

ke*ot That the requirement of clause
4(b), ruse XI for a two.thir vote to consid-
er a report from the Coimitt.ee on Ru]es on
the same day it presented to the house Is
hereby waived with respect to any resolu-
tion reported from that committee on or
before the legislative day of October 27.
19O, to provide for the consideration or dis-
pOSitIon of: (1) a bW to provide for reconcili-
ation pursutnt to sectIon 4 of the cotcur-
rent resolutori on the budget for the fiscal
year 1991, an amendment thereto, or a con-
ferece report thereon; (2) a Joint resolution
making conttnuing a roriitIor for the
fiscal yeir 1991, an amendment thereto, or ft
conference report thereon (3) & bill to
extend the temx1-*ry incre&se in the public
debt limit, an amendment thereto, or con-
ference report thereon: or (4) a confererce
report and amendments reported for confer-
ence In disagreement on any general appro-
pr1atton btU.

Sec. 2. Notfthstanding the provisions of
clause 2 of ru)e XXVIII, it shall be in order
at ay time through thelegislative day of
October 27, 1990 to consider conference re-
ports and amendments reported from con-
ference In disgreement oi any general a-
propr1aXon bill o the same day reported or
any day thereafter if copies of the confer-
enc report and accompanying statement,
together lth the text of any amendment
reported from conference In disagreement,
have been available to Members for at least
two hours before the beginning of such con-
sideraton. Any said conference report,
amendments In disagreement, arid motions
to d1spoe of axnen&nents In disagreement
pnnted In the joint atent of the manag-
en shall be considered aa having been read
when .1led up for consideration.

The SPEAKER pro tempore. The
gentlewoman from New York (Ms.
SLAUGHTER] ts recognized for 1 hour.

Ms. SLAUGHTER of New York. Mr.
Speaker, I yield the customary 30 mn-
utes for the purposes of debate only to
the gentleman from Tennessee [Mr.
Quiuii], and pending that, I yield
myself such time as I may consume.

(Ms. SLAUGHTER of New York
asked and was given permission to
revise and extend her remarks.)

Ms. SLAUGHTER of New York. Mr.
Speaker, the 101st Congress is nearing
the end of fts work. HovQever, before
we adjourn In the next fei days, we
still have numerous important fiscal
measures to consider.

To facilitate their consideration,
House Resolutjon 527 waives the two-
thirds requirement in clause 4(b) of
rule XI against any resolution, report-
ed from the Rules Committee on or
before the legislative day of October
27. provicUng for consideration or dis-
position of a reconciliation measure, a
Joint resolution making continuing ap-
proprations, a bill to extend the tem-
porary Increase in the public debt
limit, or amendments to or conference
reports on such measures. The two-
thirds requirement is also wB!vd
against any such resolution providing
for consideratIon or dlsposlt.iori of a
conference report and amendments re-
ported from conference in disagree-
ment on sny general appropraticns
bill.
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Mr. Speaker, this rule merely ex-

tends through Saturday the two-thirds
waiver under which the House has
been operating for the last several
days. It permits the House for the
next 3 days. by majority vote, to con-
sider a rule on these fiscal matters the
same day that it Is reported from the
Rules Committee.

In addition the rule also makes it in
order, through the legislative day of
October 27, clause 2 of rule XXVIII
notwithstanding, to consider confer-
ence reports and amendments report-
ed from conference in disagreement on
any general appropriation bill if copies
of the conference report, the accompa•
nying statement, and the text of any
amendment reported in disagreement,
are available for 2 hours before consid•
eration. The requirement that confer-
ence reports be printed in the CoN-
GRE55IONAL REcoiw and lay over 3 days
is waived against appropriation confer
ence reports.

Finally, the rule provides that the
conference reports, amendments in
disagreement and motions to dispose
of amendments in disagreement in the
joint statement of managers will be
considered as read.

Mr. Speaker, we are all working hard
to complete the business of this ses-
sion. I urge my colleagues to adopt
this rule so the House can expeditious-
ly consider by majority vote its re-
maining fiscal matters.

Mr. QUILLEN. Mr. Speaker, I thank
the gentlewoman for yielding and I
yield myseLf such times as I may con-
sume.

Mr. Speaker, the gentlewoman from
New York (Ms. Sz UGWrZR) has ably
explained the provisions of the rule,
and I see nothing wrong with the rule.
If the Democrats do not work with the
Republicans and give us ample notice,
then there is a problem. But I have
been assured that that would not take
place.

As we near the end of the Congress,
legislation reported to the House may
need to move promptly. In my 28 years
here, in the closing days this has
always been an appropriate procedure,
and I see nothing wrong with it today.
It is a limited agreement that applies
only, as the gentlewoman from New
York (Ms. Sz.uGrrzi) said, to speci-
fied issues.

Mr. Speaker, I yield 5 minutes to the
gentleman from Pennsylvania (Mr.
WALKER).

Mr. WALKER. I thank the gentle-
man for yielding.

Mr. Speaker, I rise in opposition to
this rule. We found out last night on
the floor what happens when you
waive the two-thirds requirement and
bring massive bills to the floor. You
find out that there Is stuff burled
down in them that no one knows what
is there and we have no idea what the
nature of the legislation is. In many
cases it is legislation where a handful
of people have sat in a room and made
decisions that then we are supposed to
ratify without ever seeing.
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The defense bill last night, everyone

who voted for the defense bill last
night voted to ratify the decisions of
three people, two from the other body
and one from this body, who made the
final determinations, and no one was
exactly certain what it was they decid-
ed to do.

We did It without reading the bill,
because no one had a chance to see
the bill before it came to the floor.

Now, what we are deciding to do
here in this room, just so Members un-
derstand, is we are deciding to do the
same thing on reconciliation. Reconcil-
iation is going to be a massive package.
As I understand it, the deal still has
not been made. We have heard a lot of
talk about the parameters of that
deal, but they still have reduced noth-
ing to writing. So when they finally
get to that moment when they have
determined how many taxes will be
raised, who they will go on, how many
special interest groups will get the
breaks that they have been ardently
seeking out in Gucci Gulch, and when
we get to all of those things, then they
will reduce it to writing and they will
rush it to the floor, and under this
rule we will not be able to stop it, nor
will we be able to see it.

I have got real concerns about that.
I understand, for instance, that some
of the language that is buried down in
the reconciliation bill right now may
be things that some of us would have
some trouble with. For example, it has
been reported, and no one has seen
the papers yet, of course, but it has
been reported that one of the deci-
sions made by the people in reconcilia-
tion has been to eliminate the lump
sum retirement benefit for all Federal
employees as a cost-saving measure.
But not all Federal employees. One
group is specifically exempted, Mem-
bers of Congress get to keep their
lump sum retirement benefit, down in
the bill, buried down in the language.

0 1140
Now are we going to be able to find

some of these things to see whether or
not they stayed in or whether nor not
they were taken out? Maybe not, be-
cause under this rule they will bring
the whole big package, all several hun-
dred pages of it, to the floor. No one
will have read it, no one will know ex-
actly what is in it, and yet we will be
asked to approve it sight unseen.

I would suggest that when we are
talking about raising gas taxes, raising
income taxes, raising taxes on Insur-
ance, raising taxes acorss the board,
that it might be a good idea to take a
look at what it is in the bill before we
approve it.

I would suggest that maybe If what
we are going to do Is increase the
health insurance tax on workers
across the board, and raise it to high
new limits and so on that will impact
middle class families across this coun
try, we ought to be able to see it.

I would suggest that when we are
going to Teduce the Medicare benefita
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in this country by maybe as much as
$40 billion or more, that maybe we
ought to take a look at how they are
doing that before we vote on it.

But under this rule we may not get
that chance. This rule will say that we
can bring it to the floor, waive the
rules of the House and consider It
without very much in the way of ob-
servatiori.

I think that is a shame, and I would
ask that we turn down the rule.

Mr. MAZZOLI. Mr. Speaker, will the
gentleman yield?

Mr. WALKER. I am happy to yield
to the gentleman from Kentucky.

Mr. MAZZOLI. Mr. Speaker, I might
disagree with the gentleman on the
details of our tax package. I think it is
a good package, I think it is generally
equitable and progressive and does
protect the Medicare recipients.

But I would join with what the gen•
tleman just said a moment ago about
this incredible thing I read in the
paper yesterday, where somehow
Members of Congress who are retiring
will be able to get their lump sum pay-
ments. But with rare exception, no
other Federal employee who does so
after thIs corning November has that
opportunity. I would join the gentle-
man. I am told that as of this morn-
ing, that the conferees on that part of
the reconciliation bill have not finally
made up their minds, and I hope that
maybe our dialog and perhaps other
Members' statements will have some
effect on It.

I think that would be absolutely out•
rageous. I think that would be an un-
called-for perk that I think is indefen-
sible, and I join with the gentleman.

Mr. WALKER. Well, I thank the
gentleman, and that is my point. I
regard that as outrageous.

My problem is that I am not certain
that we will know all of the outrages
that are in this bill. We happened to
find out about that one, and having
found out about it, having exposed it
to the light of day, now evidently
there are some reconsiderations about
keeping it in there.

But if we have a bill on the floor
that is hundreds of pages thick, and
we are not certain what is in it, we will
have no idea what the outrages are. I
would venture to guess that for a week
or two alter this, alter the bill is
passed, if in fact it passes the House,
we will have newspaper stories about
all of the special tax benefits that
were put into the bill that benefit one
side or one company, that we will have
a whole host of stories about the indl
vidual little items that people got 83
perks in the bill, that we had no idea
about.

I do not think that Is a way to legis-
late, and I thank the gentleman foT
yielding.

Mr. QUILLEN. Mr. Speaker, I have
no further requests for time. and I
yield back the balance of my time.

Ms. SLAUGHTER of New York. Mr.
Speaker, I have no requests for time. I
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yield back the balance-of my time, and
I move the previous question on the
resolution.

The previous question was ordered.
The SPEAKER pro tempore (Mr.

McNuu'y). The question Is on the res-
olution.

The question was taken; and the
Speaker pro ternpore announced that
the noes appeared to have it.

Mr. WALKER. Mr. Speaker. I object
to the vote on the ground that a
quorum Is not present and make the
point of order that a quorum Is not
present.

The SPEAKER pro tempore. Evi-
dently a quorum Is not present.

Pursuant to clause 5. rule I. further
proceedings on this resolution will be
postponed until the conclusion of con-
sJderation of the next resolution re-
ported from the Committee on Rules.

The point of no quorum Is consid-
ered withdrawn.







House Calendar No. 218
101st CONGRESS

2d Session

H. RES. 537
[Report No. 101-962]

Waiving certain points of order against consideration of the Conference
Report on the bill (H.R. 5835) to provide for reconciliation pursuant to
section 4 of the concurrent resolution on the budget for fiscal year
1991, and against its consideration.

IN THE HOUSE OF REPRESENTATIVES

October 27 (legislative day, October 26), 1990
Mr. Derrick, from the Committee on Rules, reported the following resolution;

which was referred to the House Calendar and ordered to be printed

RESOLUTION
Waiving certain points of order against consideration of the Conference

Report on the bill (H.R. 5835) to provide for reconciliation pursuant to
section 4 of the concurrent resolution on the budget for fiscal year
1991, and against its consideration.

Resolved, That upon adoption of this resolution it shall be in order to
consider the conference report on the bill (H.R. 5835) to provide for
reconciliation pursuant to section 4 of the concurrent resolution on the
budget for fiscal year 1991, and all points of order against the conference
report and against its consideration are hereby waived. The conference report
shall be considered as having been read when called up for consideration.
Debate on the conference report shall continue not to exceed one hour,
equally divided and controlled by chairman and ranking minority member of the
Committee on the Budget. The previous question shall be considered as ordered
on the conference report to find adoption without intervening motion, except
one motion to recommit if offered by Representative Michel of Illinois or his
designee.

Sec. 2. Following disposition of the conference report, no further
disposition of H.R. 5835 shall be in order except pursuant to a subsequent
order of the House.
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HOUSE OF REPRESENTATIVES
2d Session 101-962

WAIVING CERTAIN POINTS OF ORDER AGAINST CONSIDERATION OF THE CONFERENCE
REPORT ON H.R. 5835 AND AGAINST ITS CONSIDERATION

October 27 (legislative day, October 26), 1990.--Referred to the House
Calendar and ordered to be printed

Mr. Derrick, from the Committee on Rules, submitted the following

REPORT

[To accompany H. Res. 537]

The Committee on Rules, having had under consideration House Resolution
537, by nonrecord vote, report the same to the House with the recommendation
that the resolution do pass. -



WAIVING CERTAIN POINTS OF
ORDER AGAINST CONSIDER-
ATION OF CONFERENCE
REPORT ON H.R. 5835, OMNI-
BUS BUDGET RECONCILIATION
ACT OF 1990, AND AGAINST ITS
CONSIDERATION
Mr. DERRICK. Mr. Speaker, by di-

rection of the Committee on Rules, I
call up House Resolution 537 and ask
for its Immediate consideration.

The Clerk read the resolution, as fol-
lows:

H. RE5. 537
Resolved, That upon adoption of this reso-

lution it shall be In order to consider the
conference report on the bill (H.R. 5835) to
provide for reconciliation pursuant to sec-
tion 4 of the concurrent resolution on the
budget for fiscal year 1991, and all points of
order against the conference report and
against its consideration are hereby Waived.
The conference report shall be considered
as having been rcad when called up for con-
sideration.

Debate on the conference report shall
continue not to exceed one hour, equally di-
vded and controlled by chairman and rank-
ing minonty member of the Committee on°
the Budget. The previous question shall be
considered as ordered on the conference
report to final adoption without intervening
motion, except one motion to recommit if
offered by Representative Michel of Illinois
or his designee.

Sec. 2. Following disposition of the confer-
ence report, no further disposition of H.R.
5835 shall be in order except pursuant to a
subsequent order of the House.

The SPEAKER pro tempore. The
gentleman from South Carolina (Mr.
DERRICK] is recognized for 1 hour.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield the
customary 30 minutes to the gentle-
man from Tennessee (Mr. QuIuEN],
pending which I yield myself such
time as I may consume.

(Mr. DERRICK asked and was given
permission to revise and extend his re-
marks.)

Mr. DERRICK. Mr. Speaker, I ask
unanimous consent that the time spec-
ified for debate on the conference
report on H.R. 5835 be extended from
1 to 2 hours.

The SPEAKER pro tempore. Is
there objection to the request of the
gentleman from South Carolina (Mr.
DERRICK]?

There was no objection.
Mr. DERRICK. Mr. Speaker, under

the rules of the House, conference re-
ports are privileged and are considered
in the House under the hour rule with
no amendments in order. House Reso-
lution 537 waives all points of order
against the conference report on H.R.
5835, the Omnibus Budget Reconcilia-
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tion Act of 1990, and against its con-
sideration. The rule provides that
when the conference report Is called
up for consideration, it shall be consid-
ered as read. The rule divides the 2
hours of debate equally between the
chairman and ranking minority
member of the Committee on the
Budget, and provides for one motion
to recommit if offered by Mr. MICHEL
or his designee. Finally, the rule speci-
fies that after disposition of the con-
ference report by the House, that no
further motion is in order In the
House related to H.R. 5835 except as
subsequently ordered by the House.

Mr. Speaker, we are all eager to
finish our work for the year, so I will
not take much time here. As my col-
leagues are well aware, the conference
report on the Omnibus Budget Recon-
ciliation Act of 1990 is the legislation
implementing the deficit reduction
plan agreed to at the budget summit
as reflected in House Concurrent Res-
olution 310, the concurrent resolution
on the budget for fiscal year 1991. The
conference report achieves deficit re-
duction totaling approximately $40
billion in fiscal 1991 and $500 billion
over 5 years.

Mr. Speaker, also included in the
conference agreement, and equally
vital to this deficit reduction effort,
are the reforms to the congressional
budget process. As a conferee, I am
pleased to report that the strong en-
forcement provisions in the House-
passed bill have been further im-
proved in the conference committee.
These reforms will Impose the strict
budgetary discipline we need to en-
force the summit agreement and keep
us on the deficit reduction path we
embark upon today.

Mr. Speaker, I urge all Members to
support the rule and the reconciliation
conference report.

0140
Mr. QUILLEN. Mr. Speaker, I yield

myself as much time as I may use.
Mr. Speaker, here it is 20 minutes

till 2 on Saturday morning. We have
had long sessions, more Saturday and
Sunday sessions than we had since
World War II, as I understand it. This
is a very critical period in the fiscal
history of this Nation of ours.

We are about to enter into an in
depth debate on the omnibus budget
reconciliation bill. I urge my col-
leagues to weigh very carefully the
issues we are about to confront.

Mr. Speaker, I yield 2 minutes to the
gentleman from California (Mr.
DREIER)..

Mr. DREIER of Califoinia. Mr.
Speaker, I thank my colleague for
yielding the time.

Mr. Speaker, I rise in opposition to
the rule. I am really hard pressed to
understand why, as the gentleman
from Tennessee said, we are here at
now 19 minutes before 2 o'clock. Like
everyone, I am very tired, I am very
frustrated with this process.
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We have just had a long and drawn

out meeting In which we have tried to
put these numbers together, and they
do not seem to mesh. We do not know
If this package Is going to be a $473
billion deficit reduction package, a
$488 billion deficit reduction package,
a $492 billion deficit reduction pack-
age, or even maybe a $410 billion
budget deficit reduction package,
which we had in the Kasich-Pursell
package, but which we were not able
to consider. Why? Because it did not
reach the $500 billion level.

So Mr. Speaker, it seems to me that
there is no way that we can bring up a
rule that provides 1 hour of debate on
a measure which is going to have such
sweeping changes when it comes to
public policy.

I urge a vote against the rule, and I
thank my friend for yielding.

Mr. DERRICK. Mr. Speaker, for
purposes of debate only, I yield 4 mIn-
utes to the gentlaman from Ohio (Mr.
TRAPICANT3.

(Mr. TRAFICANT asked and was
given permission to revise and extend
his remarks.)

Mr. TRAFICANT. Mr. Speaker, I am
going to support the nile. Members
want to vote. And I am going to
oppose the bill. I think it is un-Amen-
can. I think it is another budget in a
long line of American budgets that is
great for Japan and Germany.

Any budget that increases foreign
aid with our deficit is un-American.

Any budget that will allow our Gov-
ernment to forgive a $7 billion loan to
Egypt when we are going belly-up is
un-American.

Any budget that will continue to
allow billions and billions of dollars to
be spent on the protection of Japan
and Germany, who are in good fiscal
order, is un-American.

Any budget that will allow our tax-
payers money to be used to build a
new NATO airbase in Italy is Un-
American.

Ladies and gentlemen, it is over. The
Warsaw Pact is dead. We have missiles
with no spare parts. We do not need a
modification of policies, we need a
change.

Let me just tell you how bad it is. It
was cited in the newspapers of this
country several days ago that Germa-
ny is paying Soviet soldiers to leave,
and they will not go back home to
Russia. They say there is no clothes,
no food, no gas, no lights, no housing,
and they will not leave.

I am not cracking a joke. I want you
to listen to this. One of the Soviet sol-
diers said that he and his bride were
offered a vacant apartment in Cherno-
byl. Now we all know how the Soviets
are just dying to live In Chernobyl.

Think about what I am telling you.
It is not funny.

What we are doing in this last
minute is we are trying to stop Niaga-
ra Falls by hiring a bunch of beavers.
Get out your calculators. Get out your
calculators and your pencils and just
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figure one thing out tonight. We bor-
rowed snore money from Social Securi-
ty last yeas than this budget will raise
next year.

We are going to be back here, who-
ever Is reelected next year, with more
debt, more taxes, and beer drinkers did
not get us Into this.

I do not understand what Is going on
here. I know that we are probably
going to pass this token piece of bad
legislation, brought about with a shot-
gun at the last minute. But I am going
to tell you what, I do not like my tax-
payers getting a big hit, because mine
are at the bottom of the list, and that
gasoline tax and all of those other
taxes hit mine much harder than they
hit yours.

I am against it. I am going to vote
for the rule so you can all have your
vote. But count me out. 1 cannot and
will not vote for a budget that contin-
ues to tax morn and dad and then
ships it overseas.

Mr. QtT1LLEN. Mr. Speaker, to clear
up some misunderstanding, the gentle-
man from South Carolina tMr. Dza-
RICK) asked unanimous consent that
the debate time on the reconciliation
bill be extended to 2 hours. I wanted
to make that clear.

Mr. Speaker, I yield 2 minutes to the
gentleman from Oklahoma (Mr.
IicHoFxl.

Mr. INHOFE. Mr. Speaker, 1 rise to-
night to suggest that you can have It
both ways. It is possible to be support-
ing a man that I think is a truly great
President, President Bush, and yet
vote against the rule and vote against
this budget that is coming up that we
are being asked to consider tonight.

The President did not do this. This
budget was conceived by the majority,
the same liberal majority that has run
this country for half a century. We are
looking at a budget tonight that
maybe somebody else saw. Here it is
almost 2 o'clock in the morning. I did
not see any of this until midnight.
Maybe someone else did, but I did not.

We are asked to look at this and
make a malor decision without having
any time when we could do this at any
time tomorrow.

This has been characterized by one
of the think tanks, on Information
available to them, as the single great-
est tax Increase In American history,
and the greatest speding increase in
American history,

I do not know who benefits. It cer-
tainly Is not the veterans. It is not the
older people, Medicare recipients or
beneficiaries and not the providers
either. They say the providers are not
going to be hurt, but I do not know
about the providers In your district,
but I have four hospitals in Tulsa, OK
that are just barely holding on and
they are losing massive amounts of
money on their Medicare treatments.

The assumptions that this is based
on, as near as I can determine, is a 4
percent growth, and as near as 1 can
determine it is $24 oil. Neither one Is a
realistic assumption.
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So what could we do as an alterna-

tive? I think there is an alternative to-
night. I think we could vote down the
rule, vote down the bill, pass a con-
tinuing resolution to February. We
would be saving approximately a half-
billion dollars a day until then. Go to
the elections on November 6, and eleet
some conservatives who are not going
to come in here and tax and spend and
tax and spend. That is a better chance
for America,

0150
Mr. DERRICK. Mr. Speaker, I yield

2 minutes to the distinguished gentle-
man from New Mexico [Mr. RIcmutD-
SONL

Mr. RICHARDSON asked and was
given permission to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Speaker, 1
received a letter from a constituent
from New Mexico today:

Dxsa CONGRZSSMAN Rzcsiwsoa I have
voted for you in every electãon In which you
have run. I was going to do so this year, but
events In Washington In recent weeks make
It clear that the country is suffering from
Incumbency. No principle has as much Ira-
portance to the House, Senate, or White
House than that of preserving incumbency.
The NatIons economy, principles, and
young people in the Mideast are to be sacri-
(Iced so no Incumbent Is blamed for prob-
lems or the solutions of problems so every-
one can maintain their power based upon
Incumbency. As you might guess from the
above. I plan to vote against you In Novem-
ber. If we throw all the rascals out, maybe
there Is some hope for our future.

Mr. Speaker, there is good reason to
vote for this deficit-reduction package,
because It Is deficit-reduction package
and tax fairness. But 1 have three rea-
sons why I think we should vote for
this tax package today: First, because
we can get out; second, because we can
get out; third because we can get out.

Mr. QIJILLEN. Mr. Speaker, I yield
5 minutes to the gentleman from
Pennsylvania (Mr. WALKER].

Mr. WALKER. Mr. Speaker, I thank
the gentleman for yielding me this
Ume.

Mr. Speaker, it certainly would be a
principle to stand for for all of us to
vote for the package simply so we
could go home.

But I am a little bit concerned about
the way In which we are considering
this In the package that we are consid-
ering. It Is my understanding that a
copy of the package was not even
available when this rule was adopted
in the Committee on Rules. Is that
correct' Has the conference report on
this been filed'

The conference report has not been
filed. The chairman of the Committee
on the Budget shakes his head. It has
not been filed.

There was no copy available of this
package when the Committee on
Rules adopted this rule. I do not see
any copies available on the floor. We
have been handed a few sheets of
paper here and there telling us pur-
portedly what Is in the bill, but when
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you begin to ask questions about ape-
cifies that somehow we are not quite

For example, over In the Republican
conference, we were given at least
three or four different figures of what
the final product may be In terms of
the 5-year projected savings. We were
told this was going to meet a $500 bil-
lion target. in (act, Republicans were
told that they could not have a rule
that brought their bill to the floor be-
cause It fell below the $500 billion
target Guess what, so does the pack-
age that is about to come to us to-
night.

The highest figure we heard for this
package In the R.epubllcan conference
was $49 billion, and It ranged down to
$473 billion. No one is quite certain ex-
actly what the figure Is, but we know
It Is not $500 bflllon. and so this rule is
a little bit out of order 11 you take
what the debate was Just the other
evening when we were told that the
Republicans could not bring their
package to the floor that fell below
the $500 billion figure.

I also am a little bit concerned about
calling this a deficit-reduction pack-
age, because If we look at the numbers
on the sheet we were given In terms of
the nominal dollars over the next 5
years, you take a look at just the first
year, the first year is the only year
that means anything; 1991, all of us
know, Is the only year that means any-
thing In this package, because we are
going to be back here next year doing
all of this all over again.

What happens in 1990 In this
budget-deficit-reduction package? The
1991 outlays go up $109 billion over
1990. Revenues go up $106 billion over
1990. Every dime of revenue is going to
pay for new spending, and so we have
not budget-deficit reduction, we
simply have taxes going to pay for new
spending.

What happens to the deficit? That
deficit goes up by $34 billion in the
first year.

Budget deficit, my friends' Sounds
like budget-deficit increases to me, cer-
tainly In the first year.

Then we are a little bit concerned
about what may be down in this pack-
age. We know, for Instance, that there
is a cigarette tax in it of 8 cents a
pack. However, we are also told down
In it Is a $100 million tax gift to large
cigar manufacturers. Hit the consumer
with B cents give the companies a big
bonanza.

We are also told that there is a wine
tax In it, but then we are also told that
some wineries are going to get hun-
dreds of millions of dollars worth of
benefits down In the package.

We are also told that benefits are
going to go to some foreign and domes-
tic Insurance companies, to some pri-
vate foundations, to some titleholding
companies, to some tax-exempt bond
underwriters, to some rental-tuxedo
stores. There is one low-income Amer-
lea will appreciate. Get those rental-
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tuxedo stores geared up for all the
low-income people across the country;
crop dusters are also going to get a
little bit of a break out of this; avia-
tion-fuel distributors; partnerships;
mutual funds; real-estate transactions;
estate-tax treatment; general-aviation
aircraft; ethanol and corn subsidies;
New Bedford fishermen and a couple
of other little items that have been
thrown down into the package.

I do not know if all of those are in
there. We have been told that some of
those are in there. I would like to
know. It would be handy to have the
package on the floor before we vote on
it. It might even be handy to have the
package on the floor before we vote on
the rule for the consideration, because
it would be awfully nice to know that
at this early hour in the morning we
are voting on something that the
Members actually have some idea
what it is. I do not think that is going
to be possible.

At some point here, hopefully before
the debate begins, we are going to file
the package on the floor. It will come
out here, I assume, in a pile of Xe-
roxed sheets, and any Member that so
desires can probably go and root
through the Xeroxed papers to find
•out whether or not some of these
things I just mentioned are down in
there.

Who knows, you might find one of
them. Then again, you might not. But
you can bet one thing, some day in the
very near future there will be head-
lines in the paper telling us all about
some of the things that were down in
this package that we voted on in the
dead of night.

I would suggest that that is probably
not a position that most of us should
want to be in.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentleman from
Michigan [Mr. PUR5ELL].

Mr. PURSELL. Mr. Speaker, ladles
and gentlemen, the summit package
was voted on in the middle of the
night. The Democratic budget plan
was voted on in the middle of the
night. The gentleman from Ohio [Mr.
KA5ICH] and myself were asked to
write a GOP plan which we did in the
middle of the day, brought it to the
Committee on Rules and, lo and
behold, the Committee on Rules
denied us the rule to offer our plan to
the American public in the middle of
the night. Tonight, again, No. 4, four
strikeouts in a row, we are voting on
this reconciliation package in the
middle of the night, and all over the
week in which we talk about the great
civil rights bill, the minority has been
denied the opportunity to present a
plan to America to govern with less
taxes and less spending.

I think some Members now on the
Democratic side regret that decision.
Give us a change to vote on our pack.
age. We should have had that oppor-
tunity. We are now here tonight look-
ing at all of the appropriation bills.

As a member of the Committee on
Appropriations, I have calculated it is
about $32 billion of new spending over
1990, so we are asking the President
will he or will he not vote those high.
spending bills in order to bring down
the deficit, in order to save money for
the American taxpayer.

But, no, we are going to increase this
tax package by $135 billion to $140 bil-
lion of new money, new taxes.

When the economy is pretty shaky, I
cannot for the life of me tell you any
economist that say raise taxes in a
period where we have a downturn in
economic conditions in this country.

So I say, Mr. Speaker, the American
public and my State of Michigan who
have had several tax revolts, it is a cat-
astrophic error tonight to vote for a
package that produces $150 billion in
new taxes and jeopardizes the Ameri-
can economy for the next 5 years.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentleman from Ohio
[Mr. KA5IcH].

Mr. KASICH. Mr. Speaker, I guess
all we were trying to ask for here
about a week—2 weeks ago from the
Committee on Rules was a degree of
fairness.

We went to the Committee on Rules
with a package that had $410 billion
worth of deficit reduction over 5 years,
so there never was any real question
about whether it was enforceable, be-
cause we did not put any new taxes in,
and we were denied the opportunity to
bring this to the House floor.

It was not a money package. It was a
package that was printed out and
costed out by the CBO and the 0MB,
and it had $410 billion in cuts.

We were told that we would not
have an opportunity to offer that
package for the simple reason that we
did not reach the $500 billion in deficit
reduction.

Tonight we are going to vote on a
package that is also not going to reach
the $500 billion package, but yet this
package is made in order.
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I understand that it is very diffcult

when time comes to try to move some-
thing, sometimes we cannot get caught
by the details. However, this is really a
question of fairness. Here we have a
group of people who worked together
for a long period of time on this side
of the aisle, who produced a responsi-
ble alternative that did not raise the
taxes on the American people. We
stood up to the plate, and we made the
hard cuts that were demanded of
Members. We reached $410 billion,
and they said no. However, tonight.
just a short week later, we come to the
floor, and now the $500 billion has
been changed.

Baseball season is over, but if this
was baseball season, last week we on]y
got 2 outs, and this week they get 4
outs. That just is not fair.

Now, why are we operating here at 2
o'clock in the morning? First of all,
the reason we are operating here at 2

H 13013
o'clock in the morning is because
those who support this package are
fighting a war of attrition. Basically,
they just hope every person will fall
asleep or fall over before the time
comes to vote, and there will be
enough people standing who will vote
for their package., I will not fall asleep.
I will vote against the package if for
no other reason than the fact that we
did not have an opportunity to offer
our alternative.

However, what the gentleman from
Pennsylvania (Mr. WALKER] pointed
out a few minutes ago is mind-bog-
gling. In the first year, $109 billion in
additional spending, paid for by $106
billion in additional revenues, with a
deficit of $34 billion. If the American
people knew this, and knew that we
were doing it at 2 o'clock in the morn-
ing, and if Members think they have
been angry until now, wait until they
wake up tomorrow morning and read
the headlines.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentlewoman from Illi-
nois [Mrs. MARTIN].

Mrs. MARTIN of fllinois. Mr. Speak-
er, early this morning, most television
stations in America signed off by play-
ing the National Anthem. I mentioned
this because for some reason the occa-
sion brings to mind the opening words
of the Star Spangled Banner:
Oh say can you see by the dawn's early light

What so proudly we hail.
Those words come back to me, Mr.

Speaker, because, quite frankly, we are
not being allowed to see "by the
dawn's early light," what it is that is
being so proudly hailed. For some
reason, we are being asked to consider
and debate and vote on a multimillion
dollar tax package in the dead of
night.

The previous speaker said, "Wait till
the people read tomorrow's head-
lines." But tomorrow's headlines have
already been written, which is the
main reason we are debating in the
dead of the night.

That does Members not proud, when
we have the most Important and big-
gest package of tax increases, perhaps
in the history of the Republic, we
should have done better. Decent
people are on both sides of this issue.
That debate could have heard and un-
derstood by the American people. It
should have been heard and under-
stood by the American people.

However, I do want to thank the
leadership for changing their respec-
tive mind on both sides of the aisle, as
tired as we all are, to have originally
planned only 1 hour of debate on this,
made a mockery of the entire process.
This was changed to 2 hours. For that
I am grateful, because I think it
speaks well for those who at least un-
derstand there should be some better
debate.

Mr. Speaker, whether you are for or
against this bill, the American peopie
are not benefiting by the road on
which we reach our decision. I do no
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happen to believe that new taxes re
the answer, but I do not think any
Member tias to believe this is the way
to get to our decision.

Mr. QtJILLEN. Mr. Speaker, I yield
1 minute to the gentleman from Mm-
nesot [Mr. FREizE!J.

Mr. FRENZEL asked and was given
permission to revise and extend his re-
maits.

Mr. FRENZEL. Mr. Speaker, I rise in
support of House Resolution 537, pro-
siding (or the consideration of the
conferenoe report or H.R. 5835, the
Omnibus Reconciliation Act of 1991.
This rule waives all points of order
against the conferenee report. I sup-
port this nile simp'y because the time
has come to stop posturing and enact a
plan to reduce the Federal budget def-
jeit.

1 need not really remind anyone of
the long and painful journey we have
taken to arrive at the conference
report. It aU started almost 9 months
ago when the President submitted his
budget. This body responded with a
partisan, parochial plan of its own. We
then endured 5 months of summit ne-
gotiations cu'minating in campout at
Andrews Air Force Base. Three weeks
ago this body voted against this prod-
uct of our labors, the conference
report on the budget resolution. After
some fine tuning, a conference report
on the budget reso'ution was ultimate-
ly passed. Lest week, the House passed
a recon.ciliaUon bill to comply with the
budget resolution. Today, we finally
have the opportunity to see the prod-
uct of our labors enacted into law.

1, as much *s anyone, have some
doubts about the reconciliation bill.
Most importantly, it fails to make real
reductAons in nondefense discretionary
spending. It relies too heavily on
taxes. It does not do enough to rein in
growth in entitement programs other
than Medicare and Medicaid. And it
fails to reconcile $3 billion in deficit
reduction not allocated to committee.

Yet even with these shortcomings, it
is stil& a package that deserves our
support. it provides real deficit reduc-
tion in the amounts of about $42 bil-
lion in fiscal year 1991, and about
$49.2 billion over 5 years. Growth in
discretionary spending is held down to
the rate of inflation. Serious efforts
have been made to slow down the ex-
plosive growth in Medicare, one of the
fastest growing Federal programs.. F-
nafly, the enforcement provisions give
us a tool to control the explosive
growth in entitlement programs.

Let us not (orget the challenge
before us. We must rein in our deficits
because they threaten the vitality of
our Nation's economy. Our untamed
budget deficits serve only to drive up
interest rates, increase our dependence
on foreign capital, and push the econ-
omy toward recession.

If we are to gain contro' over these
deficits we must take the compromises
that the people demand of their elect-
ed representAves. I urge my col-

CONGRESSIONAL RECORD — HOUSE

teagues to support both the rule nd
the reconeiliation bill.

Mr. QUILLEN. Mr. Speaker, I yield
1 minute to the genUeman from Cali-
fornia (Mr. ROHRBACRER3.

Mr. ROHRABACHER. Mr. Speaker,
the American peop'e are outraged by
those who sneak up on them in the
dead of night and take money out of
their pockets. Newspapers may have
missed their dead'ines, and the televi-
sion audience may be seep, but the
Anerican peop'e are waking up. They
are not going to have this massive tax
lncreae hoisted off upon them n the
name of deficit reduction.

We all know this is a tax increase,
and next year the deficit will be much
larger than it is today.

I received this letter from one of my
constituents:

DEAR CoccR.Ess1N RORRAACHER: No new
taxes. New taxes will not decrease the defi-
cit. New thxes equal new spending. Cut un
necessary and foolish spending Lnstead.
Joseph Thomas, from Westniinister. Cali-
formi

TIe American people, they know.
We are not fooling anybody.

Mr. QUILLEN. Mr. Speaker, I yie'd
2 minutes to the gentleman from 1111-
nois tMr. Ciwqg3.

(Mr. CRANE asked and was given
permission to revise and extend his re-
mark&)

Mr.. CRANE. Mr. Speaker, I notice
some of the heads nodding here and
the yawns, and I know Members are
all tired and should be home and In
bed where proper citizens should be at
this hour, rather than here debating
what is perhaps the most important
issue that has confronted this Con-
gress this

I rise in opposition to the rule, only
because I think this whole process is
absurd to an extreme. I think the
American people recognize that.. They
viU communicate with Members.

The problem Is, at this hour, most
C-SPAN viewers hae aiready retired,
and there is probably as good a time as
any to conduct so unportant a business
issue as faces this Congress today.

i can totally understand why any
Member of this Chamber would sup-
port this. We have talked about this
bubb'e. We re going to sock it to the
rich. Right, because when we get out
of the bubble, and we finally get to a
28-percent rate, those are the people
In the highest income bracket. Now we
will take them to 31 percent.

Well, with the payraise that this
body voted itself, next year we will be
making about $12'7,000 a year, right?
By putting a 31-percent top rate, mar-
ginal rate, we are all going to enjoy &
magnificent tax break. We will save
ourse'ves about $1,000 in taxes that
otherwise we would have to pay. Now,
of course, we are not rich. We are only
In the top 5 percent of income bracc-
ets In this !ation. Hardly what one
could define as rkh, right?

We do, however, pay about 40 per-
cent of 11 the taxes paid, those people
In the top 5 percent, but those people
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In that middle income bracket in the
top 5 percent of wage earners probably
ftre due this long overdue tax break
that is provided which is the 31 per-
cent bracket, for those people that will
be earning that modest $127,000 a
year, serving the Nation's interests
here, at 2 o'clock in the morning, on
this absurdity.

I rise in opposition to the ruse. I rise
in opposition to the bill.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentleman from Cali-
fornia !Mr. THOMAs).

(Mr. THOMAS of California asked
and was given permission to revise and
extend his remarks.)

Mr. THOMAS of California. Mr.
Speaker, i read in the CoNGREssIONAL
RECORD of October 16, a comment
(rom our oUeague, the gentleman
(Tom Wisconsin ¶Mr. MooDy], n dis-
cussing the rule at that time. He stid:

Fhe Preient was the umpire In this
game, your President, the GOP President.
He came here and said the rtfles are this:
$500 billion, *nd not a penny less.

The chairman of the Committee on
Budget, the gentleman from Califor-
nia (Mr. PMiETrA said:

Obvious'y the main Issue here is the issue
of whether or not an alternative mend•
rnent ought to be provided, and the reasons
It shou1 not be provided are basically
three. No. 1, we have been struggling for the
tast 6 months to try to reach t&rgcts of $40
bithon in the first year: $500 billion oer 5
years.

Mr. Speaker, 1 ask of the chairman
of the Committee on Budget, perhaps
the gentleman did not hear his words
that were spoken a week ago about the
requirement for denying an alterna-
th'e: dd the measure under which this
rule make in order achieve $500 billion
over 5 years?

Mr. PANETTA. Mr. Speaker, if the
gentleman a-ill yield, the best esti-
mat.es we have now that we are look-
ng at a package somewhere about
$490 billion, which is the largest defi-
cit reduction package in the history oI
this country.

Mr. THOMAS of California. Thank
you.

Mr. MOODY, once again:
We caine here and said the rules are this

$500 billion fld nOt B Cflfl
We were denied the opportunity to

present an alternative less than $500
billion. Your original package was not
$500 billion.
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This package is not $500 billion, yet

you use the rules and deny others
their fair opportunity to offer an al-
ternatn'e.

Mr. QUILLEN. Mr. Speaker, I yield
2 minutes to the gentleman from Iowa
(Mr. LIGHTFOOTL

Mr. Speaker, I spent this afternoon
and tnost of this evening working with
some economic development peop'e,
chamber of commerce folks, people
working with the census, county
agents, people with State tax roBs.



October 26 1990
I went through a little drill that I

think will be instructive to anyie
who has not decided what they want
to do with this particular package.

In my State of Iowa, a typical coin.
munlty M about 5,500. It has about
2,600 households with a median
Income of $26,860. With the Increases
In Income tax of about $107, coupled
with the excise taxes of around $269.
multiplied by those homes, my little
community, which has $13,000,000 In
retail mica, will lose $979,056 from the
people who live In it.

We also are In a farming area. If you
reach out and take In the farmers In
the trade area, which I figured at 945
farms, based on one county, those
people will lose $450,349 through in-
creased income taxes, and through the
farm bill which we passed this week,
losing 6 percent off of a $67 million
gross, an additional $4,049,372.

So this little rural community out In
Iowa Is going to lose $5,479,000.32 In
cold hard cash, which Is 42 percent of
that little community's annual retail
sales.

So I would suggest to any of you
who have not taken time to go
through thIs package and see what It
does to you and your community, to
do it.

Mr. Speaker, I urge a no vote on the
rule, a no vote on the package, and I
have already voted no on the farm bilL

Mr. QUILLEN. Mr. Speaker, I yield
2 mInutes to the gentleman from Flor-
ida (Mr. JAMES].

Mr. JAMWR. Mr. Speaker, I am con-
cerned. We are told we have a deficit
reduction package. Yes, a deficit re-
duction package from $300 billion, al-
legedly. It Is a $46 billion reduction,
one-sixth of the $300 billion Is cut. It
Is not much of an effort.

Then there was some argument from
the gentleman from Pennsylvania
(Mr. Wauczs] that that does not even
exist, that you are still worse off be-
cause there Is more spending than rev-
enues. I do not know which Is correct,
nor will I presume to say which Is cor-
rect.

But what I sin- concerned about Is
the process that we are following
under this rule in the 1 hour of
debate, based on a presentation of fig.
ures and feets that none of us have
had time to examine.

What I am concerned about Is the
so-called hidden bills that will benefit
specific corporations that Mr. Darman
could not answer for us today. We
asked him that question point blank,
"Can you promise us there is no spe-
cial benefit to a corporation that we
will later find out about by listening to
the news?"

No such representation could be
made.

Indeed, we could have the equivalen-
cy of a catastrophic health Insurance
type problem or somethIng almost as
embarrassing as Barbados or some-
thing of that nature In relationship to
the breaks that may occur in that bill,
and yet we are doing It at this hour of
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the morning. That Is absolutely
absurd when you are staring eyeball to
eyeball at no less than $250 billion In
deficits in this next year.

In 5 years, we will have a $5 trillion
deficit., some say. If we are admitting
that It Is $5 tzilllon now, what Indeed
will it be in 5 years?

You cafl it a deficit reduction pack-
age? That Is almost an obscenity to
use that terminology when you have a
$250 billion debt, and to follow this
rule with a 1-hour debate Is absurd.

Mr. Speaker, I will vote against the
rule. I will vote against the bill, and I
submit that anyone with one degree or
ounce of sanity will do likewise.

Mr. QUILLEN. Mr. Speaker, I yield
1 minute to the gentleman from Arizo-
na tMr. Kri.J.

Mr. KTh Mr. Speaker, this Is a sad
night in the Rouse of Representatives.

When prisoners are held, they are
made more compliant by two tech-
niques: deny them sleep and deny
them information. If this rule Is
adopted, we will be denied both when
we debate and have to ultimately act
upon this bill.

What Is lost In allowing this bill to
lay over just a few hours that It would
take to at least print It 80 that people
Could read It to know what Is In It? I
am afraid we know the answer. We
will know what Is In ft and It is likely
to pass.

That is why this rule must be adopt-
ed, so we get on with the business of
passing a bill before the American
people can find out what we are doing.

But as one of my colleagues pointed
out, In a couple weeks the editorIallst.
will be pointing out what we did and
then many of us will regret that we
voted aye on the bill.

For that reason, Mr. Speaker, I sug-
gest a no vote on the bill.

Mr. QUILLEN. Mr. Speaker, I yield
2 mInutes to the gentleman from New
Mexico tMr. Scuir,].

Mr. SCHIFF. Mr. Speaker, for the
last number of hours I have been
watching and listening to news corn-
inentators discuss this new proposed
conference report and debate the pros
and cons of It, just a., It they have ac-
tually read It.

Mr. Speaker, I do not think anyone,
except perhaps a few chosen, have ac-
tually read this agreement. It is not
even available here on the House floor
tonight for us to look at at this time.

What I would like to tell the Ameri-
can people Is what we do have to look
at. I received a printout listed at 4:43
p.m. that said the total tax revenues In
the conference report would be $J.37,2
billion. That was at 4:43.

About almost 3 hours later, at '110,
there was a new printout that said the
total tax Increase of the conference
report would be $146.6 billion. That
means In about 3 hours, taxes just
went up by about $13 billion, or It
means the Information In one or both
of these reports is not accurate.

The final sheet I have suggests that
the actual budget reduction proposed
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Is $4'73 billion, but the distinguished
chairman of the Budget Committee
says that the actual budget reduction
is $490 billion. If the distinguished
chairman Is correct, where is the other
$17 billion coming from? We just do
not know. That is why the rule should
be defeated and we should examine
this conference report in the light of
day.

Mr. QUILLEN. Mr. Speaker, I yield
myself 30 seconds.

Mr. Speaker, I urge the Members to
vote for the rule. After *11, 2 hours of
general debate might be enlightening
to all of us.

Mr. Speaker, I yIeld 2 minutes to the
gentleman from Virginia (Mr. BATE-
MAN].

Mr. BATEMAN. Mr. Speaker, I
thank my colleague, the gentleman
from Tennessee (Mr. QuILLsii] for
yielding me this time.

Mr. Speaker, It has been indeed a bi-
zarre session, this Second Session of
the 101st Congress. All of us need to
be disappointed and concerned at our
failure to have acted more timely than
we have acted, but this bizarre session
hopefully is coming to a close. It must
come to a close.

This Is Saturday, October 21,21 days
Into the Federal fiscal year. At mid-
night of this day, the Government of
the United States closes up again,
unless we either enact this resolution
or another continuing resolution.
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The people of the United States are

weary of this struggle. They are weary
of our Indecisiveness. You can pick up
this package, you can tell all of the
things that are bad about it, but I
would suggest, especially to my col-
leagues on this side of the aisle, that
there Is no other package left. The
American people are looking to us to
give them a deficit reduction package,
and they will take some flaws if they
get the package, and this Is that pack-
age.

It has been said this is not the full
$500 billion, but do we have a package
that we can muster a majority of the
votes In this [louse or the other House
to pass that $500 billion package? Is It
any better than this package?

The time has come, the American
people will hold those who make It Im-
possible for deficit reduction to be en-
acted accountable for our failure to do
so and bringing the Government once
more to a state of crisis and to closure.

Mr. Speaker, I would urge support
for this rule, I would urge support for
the package.

pALriMuwIy I1QUmY
Mr. HENRY. Mr. Speaker, I have a

parliamentary Inquiry.
The SPEAKER pro tempore. (Mr.

Mszzou). The gentleman will state it.
Mr. HENRY. Mr. Speaker, I pose a

question to the Chair, a parliamentary
Inquiry.

On October 16, when the House
voted the reconciliation measure, it
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Swift
Synar
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Washington
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Rogers
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Ros-Lehtinen
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Saiki
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Schiff
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Schulze
Sensenbrenner
Shays
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Smith (NJ)
Smith (TX)
Smith. Denny

(OR)
Smith. Robert

(NH)
Smith. Robert

(OR)
Snowe
Solomon
Spence
Stangeland
Stearns
Stump
Sundqulst
Tauke
Thomas (CA)
Thomas (WY)
Upton
Vucanovich
Walker
Walsh
Weber
Weldon
Whittaker

NOT VOTING—15
Gillmor Oxley
Hawkins Pelosi
Hayes (LA) Stark
McGrath Vander Jagt
Miller (CA) Yates
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The material is here, it will be here

to brief all Members on what the ele-
ments of this package are.

I ask Members to look at that mate-
rial, to consider the issues, to debate
those issues because in the end what
the American people want tonight Is
not political excuses or political at-
tacks, they want us to govern this
Nation.

Let us get on with that.
Mr. DERRICK. Mr. Speaker, I move

the previous question on the resolu-
tion, as modified.

The previous question was ordered.
The SPEAKER pro tempore. The

question is on the resolution, as modi-
fied.

The question was taken, and the
Speaker pro tempore announced that
the ayes appeared to have it.

Mr. DERRICK. Mr. Speaker, I
object to the vote on the ground that
a quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER pro tempore. Evi-
dently, a quorum is not present.

The Sergeant at Arms will notify
absent Members.

The vote was taken by electronic
device, and there were—yeas 275, nays
142, not voting 15, as follows:

(Roll No. 527]
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took 5 days to receive a copy of the
Journal with the measure Itself print-
ed and displayed before the American
public.

We do not yet have, at least before
us, a copy of this measure. Can the
Chair assure the Members and the
Ameilcan public that this measure will
be published and spread before the
American public at least 3 days prior
to the national election?

The SPEAKER pro tempore. The
Chair would advise the gentleman
from Michigan that the rules will be
followed in the printing and publish-
ing of the conference report.

Mr. QUILLEN. Mr. Speaker, I have
no further requests for time, and I
yield back 15 seconds.

The SPEAKER pro tempore. The
gentleman yields back the balance of
his time.

Mr. DERRICK. Mr. Speaker, I yield
2 minutes to the distinguished chair-
man of the Committee on the Budget,
the gentleman from California (Mr.PrnJ.

(Mr. PANETI'A asked and was given
permission to revise and extend his re-
marks.)

Mr. PANETIA. Mr. Speaker, we are
in these last final hours. I, too, recog-
nize that we are tired and exhausted.
It has been a long road.

The rule is, obviously, essential to
the process of taking up the confer-
ence report on reconciliation.

I would urge Members to pass and
adopt the rule so that we can proceed
to that debate.

I guess what I would hope is that as
we enter that debate, maybe for just
one moment in this session, that one
moment on the debate, we could set
aside the political differences and the
partisan attacks and all the finger-
pointing and all the excuses and
maybe just for that moment focus on
the interest of the country and debate
the fact that we face a very serious
problem that has to be confronted, a
deficit approaching $300 billion, a na-
tional debt over $3.2 trillion.

The American people have had
enough of fooling around in the sense
that we try to kid them that somehow
we can confront the deficit and it does
not Involve pain, it does not involve
sacrifice.

The fact is it does.
That is what this package is all

about. We have a very large deficit re-
duction package, It consists of 70 per-
cent spending savings and about 29
percent in revenues.

It is balanced, It is fair. In terms of
the package itself, it largely reflects
many of the elements in the summit
agreement, many of the elements obvi-
ously adopted in the budget resolu-
tion, in budget reconciliation, and all
of the Members have seen those pack-
ages and seen what the elements of
those are.

We have had 12 committees working
to come up with these savings and pro-
ducing them, with the last 2 having
completed their job only yesterday.
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Mrs. SAIKI changed her vote from
"yea" to "nay."

So the resolution as modified, was
agreed to.

The result of the vote was an-
nounced as above recorded.

A motion to reconsider was laid on
the table.
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SOCIAL SECURITy SUBCOM?UTTEE MARKS UP SOCIAL SECURITY PROPOSAlS

Today, May 2, 1990 the Committee on Ways and Means' Subcommitteeon Social Security approved and ordered reported to the fullcomiittee a package of social security proposals. It is unclearwhen the committee will act on the proposals.

The subco1nitteeprepared suxnary of the proposals is attached.

Attachment





SUMMARY OF SOCIAL SECURITY PROPOSALS

1. Establishment of the Social Security Administration as an
independent agency

The Social Security Administration (SSA) would be removed
from the Department of Health and Human Services (HBS) and
established asan independent agency with responsibility for the
Old Age, and Survivors Insurance and Disability Insurance
(OASDI) programs and the Supplemental Security Income (SSI)
program. The new agency would be under the authority of a
three—member, bipartisan Social Security Board appointed.by the
President. The Board would formulate policy for the independent
agency and would appoint an Executive Director to direct its
day—to—day operations.

2. Improvements in Social Securiy Administration services and
beneficiary protections

Improvements would be made in SSA procedures for recouping
overpayinents, responding to telephone requests, providing
outreach to homeless individuals, and issuing notices to
claimants and beneficiaries. In addition, in cases where a
claimant who is denied benefits reapplies rather than appealing
based on inaccurate or misleading information from SSA, the
failure to appeal would not constitute a basis for denial of the
second application.

3. Restoration of telephone access to the local offices of the
Social Security Administration

SSA would be required to reestablish telephone access to
its local offices at the level generally available on October 1,
1989, the date on which it established a national 800 number and
cut off most of Its local office telephones.

4. Improvements in the representative payee system

The proposal would improve the representative payee system
by: 1) requiring the Secretary of Health and Human Services to
conduct a more extensive investigation of the representative
payee applicant; 2) providing stricter standards in determining
the fitness of the representative payee applicant to manage
benefit payments on behalf of the beneficiary; and 3) directing
the Social Security Administration to compile and maintain a
list of those serving as representative payees including the
beneficiaries they serve.

5. Streamlining of the attorney fee payment process

The process by which SSA approves any fee charged by an
attorney representing a claimant before the agency would be
reformed. The current fee petition process would be replaced by



a streamlined procedure under which fees would be paid up to a
limit of 25 percent of past-due benefits not to exceed $4,000
unless the attorney or claimant objects.

6. Payment of benefits to a child adopted by a surviving spouse

A child adopted by the surviving spouse of a deceased
worker would be entitled to benefits regardless of whether he or
she was receiving support from anyone other than the worker and
the worker's spouse, so long as the child had either lived with
the worker or received one-half support from the worker in the
year preceding the worker's death.

7. Use of the social security number by certain legalized
aliens

Certain aliens who applied for, and were granted, amnesty
under the provisions of the Ininigration Ref orixi and Control Act
of 1986 would be exempted from criminal penalties for fraudulent
use of a social security card. The exemption would not apply to
those individuals who sold social security cards, possessed.
cards with intent to sell, or who counterfeited or possessed
counterfeited cards with the intent to sell.

8. Make permanent the continuation of disability benefits
during appeal

The provision in current law permitting disability
beneficiaries to elect to have their disability continued during
appeal would be iade perixianent.

9. Improvement of the definition of disability applied to
disabled widow(er) s

The stricter definition of disability which is now applied
only to widows would be repealed. A disabled widow would be
subject to the same definition of disability as is already
applied to disabled workers.

10. Waiver of the two-year waiting period for certain divorced
spouses

The two-year waiting period for independent entitlement to
divorced spouse's benefits would be eliminated for individuals
who were entitled to benefits on their former spouse's record
prior to the divorce.

11. Paymnent of benefits to a deemed spouse and a legal spouse

Eligibility requirements for payment of benefits to a
"deemed spouse" —— the spouse whose narriage is found to be
invalid —— would be changed so that the entitlement of the
worker's legal spouse would no longer teriinate benefits to a
deemed spouse.



12. Increase in the retirement test for workers ge 65—69

The retirement test exempt amount for beneficiaries age
65—69 who work would e raised by $240 in 1991 and $480 in 1992.
This increase would be in addition to the automatic annual
increase in the exempt amount, which reflects the annual
increase in wages in the economy. The projected thresholds
would ke raised in 1991 from $9,960 (under current law) to
$10,200, and in 1992 from $10,440 (under current law) to
$10, 92Q.

13. Creation of a vocational rehabilitation denionstration
proj ect

SSA would be required to carry out a demonstration project
at three separate sites testing the advantages and disadvantages
of perndtting disabled social security beneficiaries to select a
qualified vocational rehabilitation provider, either public or
private, from which to receive services aimed at enabling them
to obtain work and leave the disability rolls.

14. Reduction in wages needed for a year of coverage toward the
special inirnurn benefit

The amount of earnings needed to earn a year of coverage
toward the special minimum benefit (designed to assist
long—term, low—wage workers) would be reduced from 25 percent of
the old—law contribution and benefit base ($10,125 in 1991), to
15 percent of the base ($6,075 in 1991).

15. Collection of eniployee social security tax on group-tern
life insurance

In cases where an employer continues to provide taxable
group-tern life insurance to an individual who has left his
eniploynent, the former employee would be reuired to pay the
employee portion of the social security tax directly. (To
accomplish this, the owed tax would be listed separately on the
forner eniployee's W-2, and 1040 filing instructions would
modified to direct filers to add this amount to their tax
liability).

16. Charging of earnings of corporate directors

The provision of current law that treats directors'
earnings as taxable when the services to which they are
attributable are performed would be repealed. Directors'
earnings would continue to be treated as received when the
services are performed for purposes of the social security
retirement test.



17. Recovery of overpayments frou former social security
beneficiaries through tax refund offset

SSA would be perzitted to recover overpayinents from forzer
beneficiaries through arrangements with the Internal Revenue
Service (IRS) to offset the forzer beneficiary's tax refund.
This authority would remain in effect so long as the existing
government—wide offset program remains in effect (currently,
until January 10, 1994).

38. Preeffectuation review of favorable decisions by the Social
Security Administration

The percentage of favorable decisions made by State
disability deterzination services that rust be reviewed by SSA
would be reduced from 65 percent of all such decisions to 50
percent of allowances and as many continuances as are required
to maintain a high level of accuracy in such decisions. The
reviews would be targeted on those cases most likely to contain
errors.

19. Repeal of retroactive benefits for certain categories of
individuals

Retroactive benefits would no longer be available for two
categories of individuals eligible for reduced benefits: (1)
those with dependents entitled to unreduced benefits, and (2)
those with pre-retirenent earnings over the auount allowed under
the retirement test who may use the retroactive benefits to
charge off their excess earnings.

20. Consolidation of old computation methods

A number of little-used, pre-1968 benefit conputation
forzulas would be eliminated.

21. Susension of dependent's benefits when a disabled worker
is in an extended period of eligibility

The proposal would codify current SSA practice regarding
the non-paynent of benefits to a disabled worker's dependents
when that worker is in an extended period of eligibility due to
work and thus is not receiving nonthly social security benefits.

22. Technical auendinents

The proposals would correct a number of technical errors
related to social security.
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President Signs Americans With Disability Act

o Today, July 26, 1990, President Bush signed into law
S. 933 (P.L. 101—336), the "Americans with Disabilities Act
of 1990."

Action on Debt Ceiling and Budget Process

o On Wednesday, July 25, the Ways and Means Committee marked up
and ordered reported legislation to increase the statutory
ceiling on Federal debt from the present $3.123 trillion to
$3,444 trillion ($3.509 trillion including debt needed by the
Resolution Trust Corporation--relating to the savings and
loan bailout). The current estimates are that an increase in
the debt ceiling is necessary for the Government to continue
to meet its obligations beyond mid-August; the proposed
increase is expected to suffice through September 1991.

In addition, the committee agreed to a short-term increase in
the debt limit to $3.195 trillion that would carry the
Government until October 15. The short-term extension is
designed as a faliback if the longer term extension stalls.

The committee also agreed to seek a rule for House floor
consideration of the committee-reported legislation that
would allow for consideration as a single floor amendment of
two Social Security-related proposals:

—- a proposal by Representative Dorgan that would exclude
the Social Security trust funds from the calculation of
the budget deficits for purposes of the Gramm-Rudman-
Hollings (GRR) Balanced Budget Amendment.

—- a proposal by Chairman Rostenkowski which would require
that future Social Security benefit increases or tax
reductions be cost-neutral and require that annual
trustees reports include a statement about close
actuarial balance.

OFFICE OF LISLATION AND CONGRESSIONAL AFFAIRS
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o In a related action, on July 25, the Senate Budget Coittee
conipleted action on a series of bills amending the
congressional budget process. The bills ordered reported
include:

—— a bill by Senator Hollings (D., SC) to exclude the OASDI
trust funds froni the GRH deficit calculations;

—— a bill by Senator Sanford (D., NC) to divide the budget
in these coniponent parts-—(1) an operating budget which
would focus on current operating expenditures; (2) a
retirenient funds budget (including the Social Security
trust funds) which would focus on benefits due in the
future under retirenient pr.ogranis; and (3) a debt and
interest budget that would focus on retiring the debt
built up in the past; and

—— a bill by Senator Sinion (D., IL) which would exclude the
Federal Hospital Insurance Trust Fund froni the GRH
deficit calculations.

Action on Nominations of Public Trustees

o On July 24, the Senate Finance Coittee et to consider the
noniinations of public trustees and unaniniously recoended
confirmation of two new public members of the Boards of
Trustees of the Social Security and Medicare trust funds.
The noniinees, recoended earlier this year by
President Bush, are:

—— Stanford G. Ross, Senior Partner with the law firi of
Arnold & Porter in Washington, D.C. and forier
Coissioner of Social Security; and

—— David M. Walker, Partner and National Director of
Conipensation and Benefits Practice with Arthur Andersen
and Company.
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Budget Summit Agreement

o President Bush and the bipartisan leadership of both Houses
of Congress announced on Sunday, September 30, 1990, a Budget
Sunmdt Agreeinent. The agreement calls for. $500 billion in
deficit reduction over 5 years and adjusts the Granm-Rudinan-
Hollings (GRH) target schedule over the next 5 years.
Provisions of interest to SSA would:

—- Allow collection of Social Security overpayrnents by
withholding the ainount due froin Federal tax refunds;

—— Extend OASDI coverage to State and local governinent
einployees not participating in a public einployee
retireinent systein;

—- Modify the deposit schedule for withheld Social Security
and incolne taxes;

—- Exclude trust fund operations froin GRJ-I totals (the
treatinent of interest is unclear);

—- Provide for new House and Senate procedures for
consideration of Social Security—related legislation;

-- Increase the Suppleinental Medical Insurance premium to
meet 30 percent of program costs (instead of 25 percent
as under present law), while protecting poor and
near-poor beneficiaries;

—- Increase the contribution and benefit base for Hospital
Insurance (HI) purposes from an estimated $54,300 (under
Alternative Il-B of the 1990 Trustees Report) to $73,000
in 1991 (with automatic adjustment thereafter);

—— Extend HI coverage to State and local employees not now
covered (with a phased-in tax rate schedule); and

—— Increase the earned income tax credit.

OFFICE OF LISLATION ND CONGRESSIONAL AFFAIRS
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The agreement also calls for the passage by Friday,
October 5, of a budget resolution containing instruction for
carrying out the substance of the agreement. Assuming
passage of such a resolution, the authorizing committees
would then be expected to prepare the required reconciliation
legislation.

Many details of the agreement are unclear or have not been
determined. Similarly it is unclear to what extent the
authorizing committees may have leeway to incorporate
additional proposals so long as the targets enibodied in the
agreement are met.

Related Legislation

o On Sunday, Septeiuber 30, the House and Senate passed a
Continuing Resolution, H.J. Res. 655, to provide spending
authority through October 5. (The House vote was 382-41; the
Senate action occurred by unanimous content.)

o Also on Sunday, Septeiuber 30, 1990, the House and Senate
passed (by unanimous consent) H.R. 5755 which extends the
present debt limit through Friday, October 5.
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Continuing Resolution

On Tuesday, October 9, President Bush signed into law acontinuing resolution (P.L. 101—412) covering the period throughOctober 19 that provides funding for the Federal Government,suspends sequester, and extends the temporary debt limit.

Budget Resolution

On October 8, the Congress passed the conference report onH. Con. Res. 310, the Budget Resolution, providing for savings of$40.1 billion in FY 1991 and $500 billion over 5 years. Thismeasure, which is loosely based on the bipartisan Budget SuitnnitAgreement announced on September 30, 1990, provides deficit:reduction targets for authorizing coltunittees to meet indeveloping their portions of the budget reconciliation
legislation for this year.

Ways and Means Committee Deficit Reduction Package

On October 10, the Coltunittee on Ways and Means agreed to, andordered reported to the Coitunittee on Budget, a package of
proposals which would raise revenues and reduce program spendingin order to meet deficit reduction targets set byH. Con. Res. 310, the budget resolution agreed to by the Houseand Senate earlier this week. Proposals included in the packagewhich are of interest to SSA would:

o Allow collection of Social Security overpayinents bywithholding the amount due from Federal tax refunds;

o Extend OASDI coverage to State and local government
employees not participating in a public employee
retirement system;

o Modify the deposit schedule for withheld Social Securityand income taxes;

o Increase the Supplemental Medical Insurance premium to$32.40 in 1991, $36.00 in 1992, $40.50 in 1993, $44.00 in
1994 and $46.50 in 1995;
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o Increase the contribution and benefit base for Hospital

Insurance (HI) purposes from an estimated $54,300 (under

Alternative Il-B of the 1990 Trustees Report) to $73,000

in 1991 (with automatic adjustment thereafter);

o Extend HI coverage to State and local employees not now

covered (with a phased-in tax rate schedule); and

o Increase the earned income tax credit.

The Ways and Means—approved proposals will be part of a
reconciliation bill being put together by the Committee on Budget

which will likely go to the House floor next week.

Puerto Rico Referendum Legislation

On October 10, the House of Representatives passed H.R. 4765, the

"Puerto Rico Self-Determination Act," which provides for a

referendum to be held on or after September 16, 1991, for the

people of Puerto Rico to select statehood, independence, a "new"

commonwealth relationship, or no change in their political

status. After the referendum, the bill directs that the Senate

Committee on Energy and Natural Resources and the House Committee

on Interior and Insular Affairs draft legislation implementing

the selected option.

Appropriations Bill

On October 10, the Senate Appropriations Committee approved

H.R. 5257, the Labor, Health and Human Services and Education

FY 1991 appropriations bill.
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Committee on Finance Agrees to Deficit Reduction Package
On October 12, the Committee on Finance agreed to, and orderedreported to the Conunittee on Budget, a package of proposals tomeet the deficit reduction targets set by H. Con. Res. 310; thebudget resolution agreed to by the House and Senate earlier thisweek.

The attached excerpts fron an October 15, 1990, Senate FinanceCommittee press release describe the health and incone securityprovisions of interest to SSA. In addition, the conunitteepackage includes the following tax provisions:
o Extend OASDI coverage to State and local governnent enployees(except students) not Participating in a public enp1oyeeretirement systen;

o Extend hospital insurance (HI) coverage to State and localenployees not now covered; and

o Increase the contribution and benefit base for HI purposesfron an estimated $54,300 (under Alternative Il—B of the 1990Trustees Report) to $125,000 in 1991 (with autonaticadjustnent thereafter).

Senate Passes Appropriations Bill
Also on October 12, the Senate, by a vote of 76-15 passedH.R. 5257, the Labor, Health and Human Services, and EducationFl 1991 appropriations bill, as amended. In addition, the Senateappointed conferees to meet with their House counterparts to workout differences between the House and Senate versions of thebill.

Attachment





Excerpts From SFC October 15, 1990
Press Release

SUMMARY OF MAJOR PROVISIONS OF FINANCE COMMI1EE
BUDGET RECONCILIATION STATUTORY LANGUAGE RELATING TO
HEALTh. INCOME SECURITY. AND SOCIAL SECURITY PROGRAMS

Washington, D.C. —- Senator Lloyd Bentsen (D., Texas),
Chairman, announced that the Finance Committee has submitted
statutory language of the reconciliation bill for
fiscal year 1991 to the Senate Budget Committee.

Attached is a sunmary of the provisions and spending
reductions adopted by the Finance Committee on October 12.

HEALTH AND INCOME SECURITY

18. Secondary Payer Extensions. —— Medicare is secondary payer
to employer group health plans for items and services provided to
aged and disabled beneficiaries. OBRA of 1989 required IRS, SSA,
and HCFA to exchange information to improve identification and
collection of Medicare secondary payer cases; this requirenient
expires September 30, 1991. The secondary payer requirement for
the disabled expires January 1, 1992. The committee's bill
extends these two provisions through fiscal year 1995.

19. Part B Premium. —- The committee agreed to set Medicare
Part B premiums at 25 percent of estimated outlays for 1993
through 1995, with the stipulation that no individual's preniium
increase could exceed the increase in Social Security cash
benefits.

70. Cost sharing for qualified Medicare Deneficiaries. —— The
conunittee agreed to require State Medicaid plans, effective
January 1, 1991, to pay all Medicare cost sharing charges for
Qualified Medicare Beneficiaries who have incomes up to
100 percent of the Federal poverty level. In addition, effective
January 1, 1991, States would have the option of paying Medicare
cost sharing charges for those persons with incomes up to
125 percent of the Federal poverty level.
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* * * * * * * * * * * * * * * *
81. Disability Detenrinations. —— The conunittee agreed to

overturn a HCFA rule that would prohibit States from making
independent determinations of disability for Medicaid purposes
and instead, codify current practice which permits States to make

such determinations using Federal disability standards, pending

final SSA determination.

85. Disregard of Cost-of-Living Adlustinents in Certain Medicaid

Eligibility Detenrinations. —- The conunittee agreed to require

State Medicaid plans to disregard, during the first quarter of
each calendar year, any increased income that Qualified Medicare
Beneficiaries receive asthe result of Social Security cost-of-
living adjustments that become effective during that period.

A. Social Security

Make Penianent the Continuation of Disability Benefits

Durinq Appeal. — The provision would permanently extend an
expiring (December 1990) provision of law that allows
beneficiaries to have disability benefits continued pending an

appeal of an adverse decision. Benefits are subject.to repayittent

if the appeal is denied.

Improvement of the Definition of Disability For Disabled

Widows. — Widow(er)s are now able to claim disability benefits at

age 50, but must meet stricter definition than workers. This

change would make the definition for widow(er)s the same as for

workers.

payment of Benefits to a Child Adopted by a Surviving

Spouse. — The present law rules for payment of survivor's

benefits to a child adopted after a worker's death would be eased

to allow payment if the child either lived with the worker or
received one-half support from the worker in the year prior to

death.

Improvements in the Representative Payee System. — Rules for

selection of representative payees would be tightened to provide
beneficiaries with greater protection. In addition, certain non-
profit social service agencies would be allowed to charge fees

for providing representative payee services.
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t.raiilining of the Attorney Fee Payment Process — Theprocess for payment of attorneys' fees in cases where recipientsare awarded past—due benefits would be si]nplifjed to expeditepayment of fees.

1rovements in Social Security Administration Services andbeneficiary 'Protections. — The provision establishes adenionstration project to iniprove accountability of SSA's toll—free telephone service, and protects the rights of individuals toreapply for benefits if they have been given incorrectinformation by SSA.

Restoration of Telephone Access to the Local Offices of theocial Security Adniinistration. — Telephone access to localSecurity offices would be restored to the level in effect onSeptenther 30, 1989, (the date prior to the cut—off of directtelephone access to most local offices).

Irnprovement in Earnings and Benefit Statements. — Currentlaw requires SSA, beginning in the year 2000, to send all workerscovered by Social Security a statenient concerning earnings andpotential benefits at least every 2 years. This anlendnient wouldrequire that the statenients be sent annually, rather thanbiennially.

continuation of Benefits on Account of Participation maNon-State Vocational Rehabilitation Procram. — This provisionincorporates a recommendation of the 1988 Disability AdvisoryCouncil. it allows beneficiaries who medically recover whileparticipating in an approved non-State vocational rehabilitationprograni the sanie benefit continuation rights as those whoniediclly recover while Participating in a State-sponsoredprograni.

Provide a Rolling 5—Year Trial Work Period for All DisabledBeneficiaries. — Current rules would be liberalized to providethat a disabled beneficiary will exhaust his 9—nionth trial workperiod only if he performs substantial gainful activity in any9 months in a rolling 60—month period (rather than being liniltedto a single trial work period in any one period of disability).

Limitation on New Entitlement to Siecial AcTe-72 Payments. —The provision would preclude the unintended payment of so—called"Prouty benefits" enacted in 1966 to help workers who were tooold to qualify for regular benefits. Because of subsequent
amendnients, it is theoretically possible for some workers toqualify for Prouty benefits after 1999, even though, whenenacted, they were not expected to be paid to anyone who reachedage 72 after 1971.
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Modification of Advance Tax Transfer — The trust funds

would be credited with tax receipts as they are collected

throughout the month, rather than in advance (at the first of the

month), as under current law. However, the advance tax transfer

nechanisin (enacted to help meet the Social Security funding

emergency that existed prior the the 1983 amendments) would be

retained as a contingency to be used if the trust funds drop to

such a low level that it is needed in order to pay current

benefits. The present crediting rules can present Treasury with

a situation in which trust fund assets cannot be invested because

the debt limit has been reached.

Reea1 of Retroactive Benefits for Certain Catecories of

Individuals — "Windfall" retroactive benefits, currently payable

to workers aged 62 to 64, and their eligible dependents, would be

el unmated.

Consolidation of Old Computation Methods. — Old computation

iethods which require ianual intervention would be eliminated,

and newer computation methods which ay be fully processed by

computer would be substituted. No benefits paid to individuals

already on the rolls would be reduced.

Suspension of Dependent's Benefits When a pisabled Worker is

in an Extended Period of EligibilitV - The provision would

codify current SSA policy. A dependent of a disabled beneficiarY

could receive benefits for a month only if the disabled worker

received benefits for that nonth.

Cross-Referencina of Railroad Retirement Tier 1 Tax Rate tQ

the Federal Insurance Contributions Act. - The provision would

amend the Railroad Retirement Tax Act to provide that the

railroad retirement tier 1. tax rate would be determined by cr055

reference to FICA.

Budgetary Treatment of Social Security. — The committee will

include in its reconciliation submission a recommendation that

the income and outgo of the Social Security trust funds,

including Social Security tax revenues and other elements of

trust fund income such as interest, transfers of receipts from

the income taxation of benefits, and other payments to the trust

fund, be excluded from any calculations of the surplus or deficit

of the general government including the deficit totals used for

purposes of applying the sequestration provisions of the Balanced

Budget and Emergency Deficit control Act ("Gramnm-Rudlflan").
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B. Supplemental Security Income

Work Incentives. — These amendments to the SS1 statute are
designed to remove disincentives to employment for disabled SSX
recipients. They would:

o allow disabled recipients to continue to participate in a
special work incentive provision ("section 1619") even
after they reach age 65;

o expand the provision under which benefits are not reduced
because of earnings that are needed to pay for
impairment-related work expenses (the expansion would
apply this rule for initial eligibility and would also
require States to apply it for purposes of State
supplements to SSI);

o treat certain royalties as earned income. (Unearned
income causes a dollar-for—dollar reduction in benefits.
Earned income is partly disregarded. This provision
would apply the more favorable treatment to royalties
which are based on an individual's personal efforts.)

Evaluation of Child's Disability by Pediatricians. — This
provision would direct the Secretary to make reasonable efforts
to ensure that a qualified pediatrician or other specialist in a
field of medicine appropriate to the disability of the child
evaluate the child's disability for purposes of determining
eligibility for SSI.

Concurrent ATrnljcatjons for SSI and Food Stamps. — The 198'6
Drug Abuse Act directed HHS and Agriculture to take a single
application for SSI and food stamps from institutionalized
individuals who are about to be released. That Act requires a
single application form. This amendment would give the
Administration the option of using a single form or two separate
forms in taking a joint application.

Disregard of Trust Contributions. — A trust established for
an SSI recipient to which the recipient does not have legal
access would not be counted as a resources, and certain non-cash
contributions to the recipient from that trust would not be
counted as income. The Social Security Administration would be
required to inform the family of a child who receives a
retroactive payment as the result of the Supreme Court decision
in Sullivan v. Zebley that they may be able to place that payment
in a trust for the child.
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TAX CREDITS/CHILD CARE

There would be three refundable tax credits for low income
working families: an expansion of the earned income tax credit
(family size adjustment); a child health insurance credit; and a
refundable dependent care credit. An expansion of funding for
child care under title IV of the Social Security Act and child
care provisions under the jurisdiction of the Labor and Human
Resources Committee would also be included.

DEBT LIMIT EXTENSION

The committee's reconciliation submission includes a debt limit
extension in accordance with the budget resolution directive to
provide for an increase in the debt limit not exceeding
$1,900 billion. This represents sufficient borrowing authority
to cover the 5-year period addressed by the budget agreement.
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Senate Passes Budget Reconciliation Bill

Yesterday, October 18, the Senate, by a vote of 54-46, passed
H.R. 5835, the "Oinnibus Budget Reconciliation Act of 1990," after
substituting its own provisions for the text of bill as passed by
House on October 16. The bill includes a number of provisions of
interest to SSA.

o The Senate agreed (98—2) to a floor amendment sponsored by
Senators Hollings (D., SC) and Heinz (R., PA) that would
reinove the Social Security trust funds from calculation of
budget deficits under the Granun-Rudian-Hollings Act.

o The Senate adopted (by Voice vote) a package of iodifications
in the congressional budget process to facilitate enforceinent
of the budget agreelnents reflected in the bill as a whole and
to provide new House and Senate procedures for consideration
of Social Security—related legislation.

o All of the SSA-related provisions reported by the Conunittee
on Finance (see Legislative Bulletin 101-21) are contained in
bill.

House and Senate conferees are expected to begin meeting today to.
work out differences between the two bills.

House Passes Budget Reconciliation Bill

On October 16, the House of Representatives (227—203) passed
H.R. 5835, the Oinnibus Budget Reconciliation Act of 1990. The
bill contains proposals which would raise revenues and reduce
prograin spending in order to ieet deficit reduction targets set
by H. Con. Res. 310, the budget resolution (see Legislative
Bulletin 101—20). Proposals included in the bill which are of
interest to SSA would:

o Allow collection of Social Security overpayments by
withholding the ainount due from Federal income tax refunds;

o Extend OASDI coverage to State and local government einployees
not participating in a public einployee retirement systein;

o Modify the deposit schedule for withheld Social Security and
incoine taxes;



o Increase the Supplemental Medical Insurance premium to $29.90

in 1991, $31.70 in 1992, $36.50 in 1993, $41.20 in 1994, and

$46.20 in 1995;

o Increase the contribution and benefit base for Hospital
Insurance (HI) purposes front $53,400 to $73,000 in 1991 (with
autontatic adjustntent thereafter);

o Extend HI coverage to State and local employees not now

covered (with a phased-in tax rate schedule); and

o Increase the earned income tax credit.

Connittee on Ways and Means Marks Up
Miscellaneous and Technical Amendments Bill

On October 17, the Committee on Ways and Means marked up

H.R. 5828, a bill to make miscellaneous and technical amnendntents

to the Social Security Act. The bill may be included in
conference on the reconciliation bill, H.R. 5835.

Social Security-Related Provisions

o Improved Phone Access--Would require the Secretary of Health

and Huntan Services to maintain telephone access to local

offices of the Social Security Administration at the same

level generally available on October 1, 1989.

o Res Judicata--Would provide that if a claimant for Social
Security benefits did not timely appeal an adverse
determination but instead filed a new application for
benefits, SSA could not deny the new application on the basis

that the claimant did not timely appeal the earlier
deterniination, if the claimant relied upon incorrect,

incomplete, or disleading inforniation provided by SSA in

deciding not to appeal; also, would provide that SSA clearly

and specifically describe in adverse deterniinatiOn notices

the effect on possible entitlement of choosing to reapply

instead of appealing.

o Social Security Notices—-Would require that Social Security

notices:

—— be written in clear and simple language; and
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—— contain the name, address, and telephone number of a
responsible person to. contact regarding any notice
produced in a field office; or if not produced in a field
office, contain the name and address of the ield office
serving the recipient and the office's telephone nuniber.

o Representative Payee Process Changes——Would change the
representative payee system by: (1) requiring the Secretary
of Health and Human Services to conduct a more extensive
investigation of the representative payee applicant;
(2) provide stricter standards in determining the fitness of
the representative payee applicant to manage benefit payments
on behalf of the beneficiary; and (3) direct the Social
Security Administration to compile and maintain a list of
those serving as representative payees including the
beneficiaries they serve.

o Attorney Fee Process-—Would streamline the process by which
SSA approves fees charged by attorneys representing c:Laimnants
before the agency. Under the new petition process fees would
be paid up to a limit of 25 percent of past-due benefits not
to exceed $4,000 unless the attorney, claimant, or SSA
adjudicator objects.

o Adopted Child-—Would permit a child adopted by a surviving
spouse (within the present law time limits) to be entitled to
benefits based on the deceased worker's earnings, if the
child was either living with or receiving one-half support
from the worker at the time of the worker's death.

o Legalized Aliens (Exemption From Prosecution)—-Would :provide
that furnishing false information regarding earnings or
misusing a Social Security card, except production and sale
of a Social Security card, are not subject to prosecution
under section 208 if they were performed by a person who
received temporary legal residence in the United States under
the Immigration Reform and Control Act of 1986 before the
date temporary legal residence was granted and if such
conduct occurred prior to 60 days after enactment.

o Continuation of Benefits--Would make permanent the current
provision permitting disability beneficiaries to elect to
have their benefits continued during appeal.

o Disability Definition for Widow(er) s--Would apply the same
definition of disability to the adjudication of widow(er) '5
and surviving divorced spouse's claims as to disabledi
worker's claims.



o Waive 2—Year Waiting Period——Effective for monthly benefits
payable for months after December 1990, would eliminate the
2—year waiting period for independent entitlemnentto divorced
spouse's benefits in situations in which the worker was
entitled to benefits before the divorce. (The 2—year waiting
period would be retained for divorced spouses in cases where
the worker was eligible, but not yet entitled to benefits.)

o Deemed Spouse--Would pay benefits to a deeirted spouse
regardless of whether the legal spouse is entitled to
benefits on the sane earnings record. The benefits to the
legal spouse would be paid outside the mnaximnuin family
benefit.

o Increase in Retirement Earnings Test (RET) for Workers
Age 65—69—-Would increase the annual exempt amount for
beneficiaries aged 65—69 by $1,800 for 1993 and by $2,640 for
1994 (in addition to the auto]natic increases).

o Eliimination of Benefit Recomputations for Earnings After
Age 69-—Would eliminate recomputations of benefits for
beneficiaries with earnings in the year they reach age 70 or
later years, except where the additional earnings can be used
instead of years of no earnings in its coirtputation.

o Vocational Rehabilitation (VR) Demonstration Project:
Beneficiary Selected VR Provider—-Would require the Secretary
to conduct deirtonstration projects, which would run for
3 years in at least three States, to assess the advantages
and disadvantages of permitting disability insurance (DI)
beneficiaries to select a qualified rehabilitation agency,
either public or private, to provide them with rehabilitation
services ainied at enabling theni to engage in substantial
gainful activity and to leave the disability rolls.

o Reduction in Wages Needed For a Year of Coverage Toward the
Special Minimum Benefit--Would reduce the amount of earnings
needed to earn a year of coverage toward the special minimum
benefit (designed to assist long-term, low—wage workers) from
25 percent of the old-law contribution and benefit base
($10,125 in 1991), to 15 percent of the base ($6,075 in
1991)

o Charging of Earnings of Corporate Directors-—Would repeal the
provision of current law that treats directors' earnings as
taxable when the services to which they are attributable are
performed. Directors' earnings would continue to be treated
as earned in the year the services are performed for purposes
of the Social Security retirement test.
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o Preefectuation Review-—Would modify the present 65—percent
review to a 50 percent review of title II allowances and of a
sufficient nuittber of other determinations to ensure a high
degree of accuracy. To the extent feasible, thee reviews
would focus on determinations and continuances that are Inost
likely to be incorrect.

o Retroactive Reduced Benefits——Would repeal the provision
which permits a person to elect up to 6 nionths of retroactive
reduced benefits in order to charge off any excess earnings
under the retirenient earnings test that he or she may have in
the year of filing. Would also repeal a similar provision
which allows retroactive reduced benefits in certain cases
where auxiliary benefits are payable.

o Old Conputations——Would eliniinate and consolidate old
conputation methods. Would conipute benefits of all newly
entitled beneficiaries, who under present law would have
their benefits conputed under one of the old, little-used
computations, under a newer method.

o Auxiliary Benefits--Would codify current SSA policy that
provides for suspension of benefits to auxiliary
beneficiaries when the disabled individual is in an extended
period of eligibility.

SSI Provisions

o Treatnent of Victins' Conpensation Payments——Would exclude
froni incone and assets for purposes of determining SSI
eligibility and benefit payments received froni a State-
adniinistered victims' assistance fund.

o Work Incentives—Would make a nuiner of changes in the SSI
work incentive provisions, including:

—— eliniinate the age-65 liniit for Medicaid—only eligibility
under the section 1619(b) work incentive provision;

—— liniit continuing disability reviews for purposes of the
work incentive provisions of section 1619 to no ntore than
one in any 12—nionth period;

—— exclude iInpairment—related work expenses froni incoIne in
determining initial eligibility as well as reeligibility
for SSI benefits and in determining State supplenientary
payments; and
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—- treat any royalty earned in connection with the
publication of an individual's work and any honorarium
received for services rendered as earned, rather than
unearned, income for purposes of 551 eligibi]ity and
benefit determinations.

o State Relocation Assistance--Would exclude fron incone and
resources State relocation assistance.

o Evaluation of Child's Disability by Pediatricians--Would
require the Secretary of Health and Human Services to nake
reasonable efforts to ensure that a qualified pediatrician or
other specialist in a field of nedicine appropriate to the
disability of the child evaluate the child's disability for
purposes of determining eligibility for SSI.

o Reimbursement for Vocational Rehabilitation Services--Would
inplenent a recomitendation of the Disability Advisory Council
to authorize reinibursenent for vocational rehabilitation
services provided in nonths for which individuals were not
receiving Federal SSI benefits but were in "special status"
under section 1619(b) or suspended benefit status or were
receiving federally administered State supplenentary
pay]nents. The provision would apply to clains for
reiinbursenent pending on or after the date of enactment.

o Extension of Period for Presumptive Disability and Blindness
Payments--Would extend fron 3 to 6 months the period for
which benefits may be paid on the basis of presunptive
disability or blindness pending a final determination. The
payments would not be overpayments if the applicants are
found not to be disabled or blind.
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Congress Agrees to Budget Reconciliation Bill

Over the weekend, the House, by a vote of 228-200, and the
Senate, bya vote of 54-45, agreed to the conference report to
accompany H.R. 5835, the Omnibus Budget Reconciliation Act of
1990, thus clearing the bill for the President. The bil:L
contains a number of provisions of interest to SSA or which
affect SSA-admninistered programs.

OASDI Provisions

1. State and Local Coverage-—Beginning July 1, 1991, would
extend OASDI coverage to State and local government employees
(except students employed by the educational institution
which they attend) not participating in a public employee
retirenent systen.

2. Continuation of Disability Benefits During Appeal—-Would make
permanent the temporary provision permitting disability
beneficiaries to elect to have their disability benefits and
Medicare protection continued through the hearing level of
appeal in medical cessation cases.

3. Definition of Disability for Widow(er)s—-Would apply to
disabled widow(er)s the same definition of disability that
applies to disabled workers. Includes provisions for
maintaining Medicaid eligibility for Supplemental Security
Income (SSI) recipients who may qualify for Social Security
benefits and lose SSI eligibility because of this change and
for facilitating their qualifying for Nedicare.

4. Adopted Child--Would modify dependency requirements to permit
a child adopted by a surviving spouse to be entitled to
benefits 1,ased on the deceased worker's earnings, if the
child was either living with or receiving one-half support
from the worker at the time of the worker's death.

OFFICE OF LEGISLATION AND CONGRESSIONAL AFFAIRS
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5. Representative Payees--Would modify the representative payee
systent (for both Social Security and SSI) by:

— Requiring SSA to do a more extensive investigation of
representative payee applicants;

—- Generally limiting to 1 month the deferral or suspension
of direct payment of benefits pending selection of a
payee;

—— Allowing certain nonprofit social service agencies to
charge beneficiaries a fee for providing payee services;

—— Providing stricter standards in determining the fitness
of representative payee applicants to ntanage benefit
payments on behalf of beneficiaries;

—— Requiring SSA to repay to the beneficiary or an alternate
payee an antount equal to any misused funds resulting from
SSA's negligent failure to investigate or ntonitor a
representative payee; and

—— Requiring SSA to contpile and maintain a centralized file
of certain beneficiary and payee information.

6. Attorney Fee Process--In claims involving past-due benefits,
would streantline the process by which SSA approves fees
charged by persons representing claimants before the Agency.
Where the claintant and attorney submit a written agreentent, a
fee up to 25 percent of past-due benefits (but not more than
$4,000) would automatically be paid to the attorney.

Would also limit travel expenses for claimants'
representatives to the maximum amount legally allowable for
travel originating within the geographic area of the office

having jurisdiction over the administrative proceedings.

7. Administrative Res Judicata--Would provide that if a claimant
for Social Security or SSI benefits did not timely appeal an
adverse determination but instead filed a new application for
benefits, SSA could not deny the new application on the basis
that the claimant did not timely appeal the earlier
determination, if the claimant relied upon incorrect,
incomplete, or misleading information provided by SSA in
deciding not to appeal. Also would provide that SSA describe
in adverse determination notices the effect on possible
entitlement of choosing to reapply instead of appealing.



8. TSC Demonstration Projects-—would establish demonstration
projects in not less than three telephone service centers
requiring that a written receipt be provided to callers to
SSA's toll-free telephone number who request information
about potential or current eligibility or entitlement to
benefits. The projects would begin within 180 days of
enactment and last 1 to 3 years.

9. Social Security Notices——Would require that Social Security
notices issued on or after July 1, 1991, be written in clear
and simple language, and, in the case of notices from field
offices, contain the address and telephone number of the
local office which serves the individual. If the notice is
not produced in a field office, it would have to contain the
address of the field office serving the individual and a
telephone number through which that office can be reached.

10. Telephone Access——Would restore telephone access to local
Social Security offices to the level generally available as
of September 30, 1989, and require the Secretary to request
the publication of telephone numbers and addresses of local
offices which maintain direct telephone access within 180
days after enactment. Require a report by January 1993 on
the impact of the provision and a plan to use new
technologies to enhance access to SSA, including local
offices. Require reports by GAO on the level of telephone
access to local offices not later than 120 and 210 days
after enactment.

11. Improvement in Earnings and Benefit Statements--Would
require that, beginning no later than October 1, 1999, SSA
send each year to all workers covered under Social Security
a statement concerning earnings and potential benefits
(current law requires statements be sent every 2 years
beginning in October 1999). Also would provide SSA with
access to IRS address information for mailing the
statements.

12. Trial Work Period (TWP) During Rolling 5-Year Period for All
Disabled Beneficiaries——Would provide that a disabled.
beneficiary exhausts his 9-month trial work period only if
he performs services in 9 months in a rolling 60-month
period, i.e., within any period of 60 consecutive months.
Also, would repeal the provision which precludes a
reentitled disabled worker from being eligible for a TWP.
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23. Continuation of Benefits on Account of participation in a
Non-State Vocational Rehabilitation (VR) Program——Would
extend to DI and SSI beneficiaries who niedically recover
while participating in an approved non-State VR progran the
same benefit continuation rights as those who medically
recover while participating in a State yR program.

14. Lindtation on New Entitlenent to Special Aqe-72
Payments-—Would preclude the payuent of so-called "Prouty
benefits" to persons reaching age 72 after 1990 who
otherwise could have been entitled to these benefits.

15. Modification of Advance Tax Transfer——Would credit the trust
funds with tax receipts as they are collected throughout the
month, rather than in advance (at the first of the nonth),
as under current law. However, the advance tax transfer
nechanisn would be retained as a contingency to be used if
the trust funds drop to such a low level that it is needed
in order to pay current benefits.

16. Retroactive Reduced Benefits——Would repeal the provision
which permits a person to elect up to 6 months of
retroactive reduced benefits in order to charge off any
excess earnings under the retirenient earnings test that he
or she may have in the year of filing. Would also repeal a
siuülar provision which allows retroactive reduced benefits
in cases where unreduced auxiliary benefits are payable.

17. Old Conputations--Would eliminate and consolidate old
conputation niethods. Would compute benefits of all newly
entitled beneficiaries, who under present law would have
their benefits conputed under one of the old, little-used
conputations, under a newer method.

18. Auxiliary Benefits——Would codify current SSA policy that
provides for suspension of benefits to auxiliary
beneficiaries when the disabled worker's benefits are
suspended because he is engaging in substantial gainful
activity during the 36-uionth "extended period of
eligibility" that follows the trial work period.

19. Deened Spouse--Would pay benefits to a deened spouse (a
person who entered into an invalid cerenonial narriage in
good faith) regardless of whether the legal spouse is
entitled to benefits on the same earnings record. The

benefits to the legal spouse would be paid outside the
maxinium family benefit. Also, would pay benefits to
divorced deened spouses.
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20. Vocational Rehabilitation (VR) Derrionstration Projects--Would
require the Secretary to conduct dernonstratj.on projects,
which would run for 3 years in at least three States, to
assess the advantages and disadvantages of permitting
disabled beneficiaries to select a qualified rehabilitatior
provider, either public or private, to furnish them with
rehabilitation services aimed at enabling them to engage in
substantial gainful activity and to leave the disability
rolls.

21. Legalized Aliens (Exemption From Prosecution)-—Would provide
that furnishing false information regarding earnings or
misusing a Social Security card, except production and sale
of a Social Security card, are not subject to prosecution
under the Social Security Act if they were performed by a
person who later received permanent or temporary legal
residence in the United States under the Immigration Reform
and Control Act of 1986, if such conduct occurred prior to
60 days after enactment.

22. Reduction in Earnings Needed for a Year of Coverage Toward
the Special Minimnurri Benefit--Would reduce the amount of
earnings needed to earn a year of coverage toward the
special minimum benefit (designed to assist long—term, low—
wage workers) from 25 percent of the old—law contribution
and benefit base ($9,900 in 1991), to 15 percent of that
base ($5,940 in 1991).

23. Treatment of Earnings of Corporate Directors——Would treat
directors' earnings as taxable and creditable for Social
Security purpces for the year the earnings are received.
Directors' earnings would continue to be treated as earned
in the year the services are performed for purposes of the
Social Security retirement test.

24. Collection of Employee Social Security and Railroad
Retirement Taxes on Taxable Group-Term Life Insurance
Provided to Former Employees--Would provide that if an
employer provides taxable group-term life insurance to an
individual who has left his employment, the former employee
would be required to pay the employee portion of the FICA
tax through the income tax system.

25. Waive 2—Year Waiting Period——Would eliminate the 2—year
waiting period for entitlement to divorced spouse's benefits
(when the worker is not entitled) in situations in which the
worker was entitled to benefits before the divorce.
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26. Preeffectuation Review—-Would change the present 65-percent

review of all favorable disability determinations by State
agencies prior to final action to a 50-percent review of

allowances and of a sufficient number of other
determinations to ensure a high degree of accuracy. Also,

would require a written report to pertinent congressional
coiruitittees not later than April 1, 1992, and annually
thereafter, setting forth the number of preeffectuation
reviews conducted during the preceding fiscal year and the
Secretary's findings relating to the accuracy of the

Disability Determinations Services' determinations.

27. Recovery of OASDI overpayients by Means of Reduction in Tax

Refunds--Would permit SSA to recover overpayInents from

former beneficiaries by neans of offsetting income tax

refunds under the sane authority applicable to other Federal

programs.

28. Statement of Actuarial Balance——Would require a finding in
the annual OASDI trustees report as to whether the trust
funds are in close actuarial balance.

Supplemental Security Incone (551) Provisions

29. Attainment of Age 65 Not To Serve as Basis for Termination

of Eligibility Under Section 1619——Would continue beyond

age 65 Medicaid-only eligibility under the section 1619(b)

work incentive provision for individuals whose SSI
eligibility is based ona determination of disability or

blindness.

30. Treatment of Royalties and Honoraria as Earned Income--Would
treat any royalty earned in connection with the publication
of an individual's work and any honorarium received for
services rendered as earned, rather than unearned, income

for purposes of SSI eligibility and benefit determinations.

31. Exclusion from Income and Resources of Victims' Compensation
Payments--Would exclude froi income for SSI purposes

payments received from a State—administered fund established

to aid victims of crime. Such payments also would be
excluded from resources for a 9—month period beginning the

nonth after they are received. In addition, a victim of a

crime would not be reqi.iired to accept victims' compensation
payirents as a reqi.iiremnent for SSI eligibility.
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32. Exclusion from Income of Impairment—Related Work
Expenses—-Would provide for excluding ipairment—reLated
work expense (IRWE) from income determining initial Social
Security eligibility,, and reeligibility, for SSI benefits
and State supplementary payments. (IRWE are now excluded in
determining benefit amounts, substantial gainful activity,
and continuing eligibility.)

33. certain State Relocation Assistance Excluded From SSI Income
and Resources-—Would exclude from income payments received
as State or local government relocation assistance. If not
expended in the month of receipt, such payments also would
be excluded from resources for a 9-month period beginning
the month after they are received. The provision would
expire 3 years after the effective date.

34. Evaluation of Children's Disabilities by a Pediatrician or
Other Qualified Specialist——Would require the Secretary of
Health and Human Services to nake reasonable efforts to
ensure that a qualified pediatrician or other specialist in
a field of medicine appropriate to the disability of the
child evaluate the child's disability for purposes of
deteiinining eligibility for SSI.

35. Reimnbursemnent for Vocational Rehabilitation Services
Furnished During Certain Months of Nonpayment of SSI
Benefits——Would authorize reimbursement for vocational
rehabilitation services provided in months for which
individuals were not receiving Federal SSI benefits but were
in "special status" under section 1619(b) or suspended
benefit status or were receiving federally administered
State supplementary payments.

36. Extension of Period for Presumptive Eligibility for
Benefits-—Would extend from 3 to 6 months the period for
which benefits ay be paid on the basis of presumnptive
disability or blindness pending a final determination. The
payments would not be overpayments if the applicants are
found not to be disabled.

37. Continuing Disability Reviews Not Required More Than Once
Annually—-Would limit continuing disability reviews for
purposes of the work incentive provisions of section 1619 to
no more than one in any 2.2-month period.
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38. Concurrent SSI and Food Stamp Applications kY
Institutionalized Individuals—-Would eliminate the current

law requirement for a single application in the case of an
individual who, prior to release from a public institution,

applies for SSI and food stamps. Instead, the Secretaries
of KHS and Agriculture would be required to establish
procedures under which the individual could apply for food
stamps at the same time he applies for SSI.

39. Notification of Certain Individuals Eligible To Receive
Retroactive Benefits—-Would require the Secretary, when
notifying individuals eligible under Zebley (a Suprene Court

decision which will require SSA to reopen many previously

denied childhood disability determinations and which itay

result in large retroactive SSI payments), to provide a

• clearly written notice explaining (1) the fact retroactive

SSI payments are excluded from resources under SSI for

6 months only; (2) the potential effects under SSI of
receiving large retroactive payments; (3) the possibility of
establishing a trust account that would not be considered as

income or resources under SSI; and (4) that legal assistance
in establishing such a trust ay be available front various

legal reference services.

Other Provisions of Interest

40. Social Security Trust Funds and Budget process——Would

explicitly remove the Social Security trust funds front

deficit calculations for m_Rudmnan-Hollings purposes.
The bill also includes nuierous changes in the congressional

budget process and provisions designed to facilitate

enforcenent of the deficit reductions that are •expected to

be achieved under the legislation.

41. Payroll Tax Deposit Schedule——Would accelerate the deposit

schedule for 1991 and later for employers whose withheld

Social Security and income taxes total $100,000 or more at

the end of the eighth-monthly period established by

regulations.

42. Taxpayer Identification Nuitber (TIN)——For tax returns filed

after Deceitber 31, 1991, would reduce front 2 years to 1 year

the age at which a TIN (a Social Security number) must be

shown for a dependent claimed on an income tax return.

43. Tax and Earnings Verification for Department of Veterans
Affairs (DVA) Benefits-—Would provide for using Social
Security and IRS data for income verification forapplicants
or recipients of any DVA benefit after notifying them of

such use.
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44. SSN Use and Death Notification for DVA--Would require the
DVA to periodically check MHS death information with respect
to DVA beneficiaries.

.45. Modifications of Earned Inconte Tax Credits IEITC)——Would
increase EITC rates and would exclude tax refunds related to
EITC5 from income in the Eonth of receipt and from resources
in the month following the month of receipt under the SSI,
AFDC, Medicaid, and food stamp programs.

46. Increase the Hospital Insurance (HI] Contribution
Base--Would increase the amount of earnings that will be
subject to the HI tax to $125,000 for 1991, with autonatic
adjustnents as wages rise thereafter. (The OASDI
contribution base for 1991 is $53,400.)

47. Increase Part B Preniun——Would increase the Supplenental
Medical Insurance premium to $29.90 in 1991, $31.70 in 1992,
$36.60 in 1993, $41.10 in 1994, and $46.10 in 1995.

President Signs Continuing Resolution

On October 28, 1990, the President signed N.J. Res. 687, which
makes further continuing appropriations, suspends sequestration
and raises the debt limit through Noventher 5, 1990, to allow for
the orderly processing of appropriations bills and the
reconciliation legislation completed during the last days of the
101st Congress. The Congress adjourned sine die on October 28.
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