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PREFACE

Section 301(d) of the Congressional Budget and Impoundment
Control Act of 1974 provides that after the President submits 8
Budget for a fiscal year, “each committee of the Senate having leg-
islative jurisdiction shall submit to the Committee on the Budget
of the Senate its views and estimates (as determined by the com-
mittee making such submission) with respect to all [budgetary mat-
ters to be included in the concurrent resolution on the budget]...
which relate to matters within the jurisdiction or functions of such
committee.” The Views and Estimates Report of the Committee on
Finance with respect to the Fiscal Year 1995 budget is set forth in
“Chart 1” of this Volume.

This volume began as a compilation of charts used by the Com-
mittee in its annual budget deliberations. The “blue book” has
gradually evolved into its present format and now serves as a gen-
eral budget resource book for the Committee as it proceeds with its
legislative agenda for the year. Budgetary matters are particularly
important to the Finance Committee, which has jurisdiction over
all Federal revenues and more than four-fifths of the Federal Gov-
ernment’s entitlement spending.

In addition to general budget data, this volume also includes an
explanation of the budget process (Appendix A); explanations of
spending and revenue programs under the Finance Committee’s ju-
nisdiction; summaries of the President’s proposals for those pro-
E’rams; explanations of parliamentary points of order and other

udgetary rules on new s?ending and revenue legislation; and a
summary of the Committee’s jurisdiction.

The staff wishes to express its deep appreciation to the Finance
Committee printers, the Congressional Budget Office, and the Con-
gressional Research Service for their invaluable assistance with
this publication.

Any questions about this volume may be directed to Chuck
Konigsberg, General Counsel, Senate Committee on Finance,

Washington, DC 20510.
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FY 95 BUDGET PROCESS TIMETABLE

JANUARY 1984: CBO released “Economic and Budget Outlook:
Fiscal Years 1995-1999.”

FEBRUARY 7: President released FY 95 Budget.

FEBRUARY 23: OMB Director Panetta testified at Finance Com-
mittee hearing on FY 95 Budget.

EARLY MARCH: Senate and House committees submitted their
“Views and Estimates” on the FY 95 budget to the Senate and

House Budget Committees.

MARCH: Senate and House Budget Committees marked-u% and
reported the Concurrent Resolution on the Budget for Fiscal
Years 1995-1999; Floor action by the House and the Senate fol-

lowed.

[The Concurrent Resolution on the Budget is a concurrent
resolution of the Congress which does not require presidential
approval. It is primarily composed of numbers and does not
specify programs. The numbers which are included in the Reso-
lution are revenue and spending aggregates and spending allo-
cated among budget functions. The numbers reflect baseline as-
sumptions about taxes and spending, adjusted for proposed pol-
icy changes. The budget levels constrain subsequent action on
spending and revenue legislation. If tax and entitlement
changes are reflected in the numbers, the Budget Resolution
may include Reconciliation instructions to committees to raise
s[;;eciﬁed amounts of revenue and cut specified amounts of enti-
tlement spending, in order to implement the proposed policy
changes. The Budget Resolution for Fiscal Years 1995-1999 did
not include Reconciliation instructions because the Resolution
does not call for major changes in taxes or entitlements.]

APRIL: House-Senate Conference on the Budget Resolution fol-
lowed by House and Senate adoption of the Conference Report.
CBO released “An Analysis of the President’s Budget Proposals
for Fiscal Year 1995.”

MAY-SEPTEMBER: Appropriations action—which this year is
constrained by spending caps set forth in the Budget Reconcili-
ation Act of 1993 and the FY 95-99 Budget Resolution.

[Also during this time: action on health care reform and other
deficit-neutral initiatives.]

JULY 15: President’s Mid-session Budget Review; CBO Budget
Update.

OCTOBER: Fiscal Year 1995 begins; PAY-GO sequester if re-
quired.

[SEE APPENDIX A FOR AN EXPLANATION OF THE BUDGET PROCESS.]
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Chart 1

Views and Estimates Letter to Budget Committee

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC, March 9, 1994.

Hon. JIM SASSER,

Hon. PETE V. DOMENICI,
Committee on the Budget,
U.S. Senate,

Washington, DC.

Dear Mr. Chairman and Senator Domenici:

Section 301(d) of the Congressional Budﬁet Act of 1974 requires
each committee, “within 6 weeks after the President submits a
budget,” to transmit to the Committee on the Budget its “views and
estimates” with respect to all budgetary matters which relate to its
jurisdiction. The sident’s Buciget for Fiscal Year 1995 was
transmitted to Congress on February 7, 1994.

Attached are the views and estimates of the Committee on Fi-
nance with respect to matters in the President’s Budget within this
Committee’s jurisdiction, as well as other budgetary matters relat-
ing to fiscal years 1995-1999.

n addition, we will forward at a later date our annual Commit-
tee print entitled “Data and Materials for the Fiscal Year 1995 Fi-
nance Committee Report Under the Congressional Budget Act.”

If you have any questions about the attached document, please
feel to call us at your convenience or have a member of your
staff contact Chuck Konigsberg of the Majority Staff at 4-4515 or
Roy Ramthun of the Minority Staff at 4-5315.

Sincerely,

DANIEL PATRICK MOYNIHAN,
Chairman.

BoB PackwooD, Ranking
Minority Member.

Attachment.
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Chart 1
March 9, 1994

Views and Estimates of the Senate Committee on Finance
With Resg.:ct to the Budget of the United States Govern-
ment for Fiscal Years 1995-1999

In accordance with section 301(d) of the Congressional Budget
Act of 1974, the Committee on Finance hereby transmits our
“views and estimates” on those aspects of the Budget of the United
States for fiscal years 1995-1999 which fall within this Commit-
tee’s legislative jurisdiction.

1. FINANCE COMMITTEE JURISDICTION

The Finance Committee has broad jurisdiction over the nation’s
tax policies, health and income security programs, trade policies,
and debt management. Following is a summary of initiatives pro-
posed in the President’s Budget for Fiscal 1995, and elsewhere,
which may be considered by the Committee during the second ses-
sion of the 103d Congress.

The Finance Committee recommends that these initiatives be
considered apart from Budget Resolution spendinf and revenue
levels, on a deficit-neutral basis. A Reconciliation Bill to implement
the Budget Resolution will therefore be unnecessary.

Deficit-neutral reserve fund language, which is necessary to ac-
commodate these and other initiatives, is set forth in section II of

this document.

A. Health and Income Security Jurisdiction

1. Health Care Reform.—Several health care reform bills, rep-
resenting different approaches to health insurance coverage and
cost containment, are pending before the Senate. The Committee is
currently reviewing these alternatives and plans legislative action
this session on a deficit-neutral basis. (See the deficit neutral re-
serve fund ] age in section II of this document.)

2. We{lﬁzre form.—The Director of the Office of Management
and Budget, tesﬁ%ing before the Committee on Finance on Feb-
ruary 23, 1994 indicated the Administration would shortly trans-
mit its welfare reform legislation to Congress. According to the Ad-
ministration’s FY 1995 budget, this legislation will be a com-
prehensive, deficit-neutral welfare reform plan.

The Committee’s consideration will focus broadly on reforming
the nation’s welfare system to promote self-sufficiency through im-
provements in job training an empgrrvment programs and to as-
sure increased parental support for children through improvements
in the child support enforcement program. Legislation will be de-
veloped on a deficit-neutral basis. (See the deficit neutral reserve
fund language in section II of this document.)

(6)



6

. 3. Reemployment and Workforce Security Initiative.—The Admin-
istration is expected to transmit shortly a Reemployment program
to fold existing dislocated worker programs into one comprehensive
training, job search and income support program—including Trade
Adjustment Assistance which falls under this Committee’s jurisdic-
tion. In addition, the proposed legislation would implement changes
in the Unemployment Compensation program, which falls under
the jurisdiction of the Finance Committee. This legislation will be
developed on a deficit-neutral basis. (See the deficit neutral reserve
fund language in section II of this document.)

4. Social Security.—It is the Committee’s view that the Budget .
Resolution should include CBO baseline levels for Social Security
budget authority and outlays; but the levels for Social Security rev-
enues should assume the enactment of legislation providing for
simKliﬁed collection of employment taxes on domestic services.

The Committee may also consider legislation to reallocate re-
ceipts from the Old-Age and Survivors Insurance Trust Fund to the
Disability Insurance st Fund in order to address the impending
deficit in that Trust Fund. However, since the Budget Resolution
disrlays combined totals for these two Trust Funds, this legislation
will not impact the drafting of the Budget Resolution.

In addition, the Committee reiterates its concern about the suffi-
ciency of resources available to the Social Security Administration
to maintain adequate services to the public, particularly with re-
gard to the disability program. The Budget should accommodate
sufficient resources to address this situation.

B. International Trade Jurisdiction

1. GATT-Uruguay Round Implementing Legislation.—The Uru-
guay Round represents the largest, most comprehensive set of
trade agreements since the inception of the General Agreement on
Tariffs and Trade (GATT) in 1947. The Round will reduce tariffs,
cover trade in agriculture for the first time, provide new coverage
of trade in services and intellectual property, and reduce other non-
tariff barriers to trade. The reduction of revenues associated with
tariff reductions will be financed on a deficit-neutral basis. (See the
deﬁcit) neutral reserve fund language in section II of this docu-
ment.

2. GSP Extension.—The Generalized System of Preferences (GSP)
grogram provides duty-free entry to certain imports from bene-

ciary developing countries. The program will expire September 30,
1994. The Administration has indicated that it intends to seek a
long-term extension of the program. Any extension of the program
will entail reduced revenues associated with tariff reductions and
will be financed on a deficit-neutral basis. (See the deficit neutral
reserve fund language in section II of this document.)

C. Federal Revenue Jurisdiction

1. Reforms Relating to the Pension Benefit Guaranty Corpora-
tion.—The Administration transmitted legislation in 1993 to amend
ERISA and the Internal Revenue Code to provide security for
workers, to improve pension plan funding, to limit growth in insur-
ance exposure, and to protect the single-employer plan termination
insurance program. The legislation has been referred to the Com-
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mittee on Finance and will be considered on a deficit-neutral basis.
(See the deficit neutral reserve fund language in section II of this
document.)

2. Tax Szmpliﬁqation.-—-The Committee is continuing its efforts to
simplify the administration of the tax system. While some of the
specific proposals under review may have revenue effects, we an-
ticipate the overall budget effect of any such legislation to be reve-

nue neutral.
3. Expiring Tax Provisions.—The Committee will continue its re-

view of expiring tax provisions. Extension of expiring provisions in-
volves revenue losses and will be considered on a deficit-neutral
basis. (See the deficit neutral reserve fund language in section II
of this document.)

4. Financing Superfund Reforms.—The Administration transmit-
ted to Congress February 2, 1994 legislation to amend the Com-
prehensive Environmental Response, Compensation, and Liability
Act of 1980 (CERCLA) to make reforms in the Superfund program.
Under a unanimous consent agreement, when the measure is re-
ported by the Environment and Public Works Committee, it will be
referred to the Finance Committee for consideration of financing
provisions. The proposed financing provisions will raise revenues to
offset the costs of the Superfund program. The Administration esti-
mates that overall, the proposed legislation would decrease the def-

icit for fiscal years 1995-99.

D. Public Debt Limit

The present statutory limit on the public debt is $4.9 trillion, a
level currently estimated by the Department of the Treasury to be
sufficient to accommodate Federal borrowing through late Spring
or early Summer of 1995. The Committee will act on legislation to
increase the statutory limit at an appropriate time during Fiscal
Year 1995.

The Committee would note that growth of the debt has been
slowed by progress on the short-term deficit outlook. One year ago,
the Congressional Budget Office (CBO) projected a fiscal year 1995
total deficit of $284 billion, amounting to 4.1 percent of Gross Do-
mestic Product (GDP). In January of this year, CBO projected a fis-
cGall) gear 1995 deficit of $171 billion, amounting to 2.4 percent of

Nevertheless, signiﬁcant work remains to be done to bring under
control annual deficits which are projected by CBO to turn upward
gggin, reaching $365 billion—3.3 percent of GDP—by fi year
4,
I1. DEFICIT-NEUTRAL RESERVE FUNDS PROPOSED TO BE INCLUDED
IN THE BUDGET RESOLUTION

Concurrent Resolutions on the Budget establish spending ceilings
for each committee and for the total budget; they also impose reve-
nue floors for the budget years. These spending ceilin‘gs and reve-
nue floors are enforced through parliamentary points of order.

Notwithstanding this framework of ceili and floors, section
301(bX7) of the Budget Act permits a special mechanism whereby
spending and revenue constraints may be breached, provided the



8

overall bill is deficit neutral. This mechanism is called a “deficit-
neutral reserve fund.”

The Committee on Finance ﬁro ses that deficit-neutral reserve
fund language be included in the Budget Resolution for fiscal years
1995-99 to accommodate the initiatives described above. Only the
title and first portion of each reserve clause are set forth below.

As in the past, the Committee wishes to emphasize that revenue
measures are the responsibility of the Finance Committee. There-
fore, the Budget Resolution should not implicitly allow other comn-
mittees to offset their spending provisions with revenue provisions
in the guise of “user fees” which are outside their jurisdiction. For
example, the Committee would note that the President’s proposal
to increase Securities and Exchange Commission fees 1s being
scored by CBO as a revenue increase.

A. Health and Income Security Jurisdiction.

1. Continuing Improvements in Ongoing Health Care Programs
and Comprehensive Health Care Reform.—

(1) In general.—Budget authority and outlays may be allo-
cated to a committee or committees and the revenue aggre-
gates may be reduced for legislation to reform the health care
system or to make reforms in ongoing health care programs or
to accomplish other reforms within such a committee’s jurisdic-
tion if such a committee or the committee of conference on
such legislation reports such legislation, if, to the extent that
the costs of such legislation are not included in this concurrent
resolution on the budget, the enactment of such legislation will
not increase (by virtue of either contemporaneous or previously
passed deficit reduction) the deficit in this resolution . . .

2. Initiatives To Improve the Well-Bein§ of Families Through
Welfare and Other Reforms and to Provide for Services To Support
and Protect Children.—

(1) In general.—Budget authority and outlays may be allo-
cated to a committee or committees and the revenue aggre-
gates may be reduced for legislation to reform the nation’s wel-
are system including promoting self-sufficiency through im-
provements in job training and employment g;ograms, assur-
ing increased parental support for children through improve-
ments in the child support enforcement program, and other-
wise enhancing the welfare of families and children through
tax credits and improvements in child care and other welfare-
related programs within such a committee’s jurisdiction if such
a committee or the committee of conference on such legislation
reports such legislation, if, to the extent that the costs of such
legislation are not included in this concurrent resolution on the
budget, the enactment of such legislation will not increase (by
virtue of either contemporaneous or previously passed deficit
reduction) the deficit in this resolution . . . :

3. Initiatives to Provide Comprehensive Training and Job Search
Assistance and to Reform Unemployment Compensation.—

(1) In general.—Budget authority and outlays may be allo-
cated to a committee or committees and the revenue aggre-
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gates may be reduced for legislation to provide comprehensive
training and job search assistance, including reemployment or
Jjob training programs and dislocated worker programs, and to
reform unemployment compensation, or other related programs
within such a committee’s jurisdiction if such a committee or
the committee of conference on such legislation reports such
leglslathn. if, to the extent that the costs of such legislation
are not included in this concurrent resolution on the budget,
the enactment of such legislation will not increase (by virtue
of either contemporaneous or previously passed deficit reduc-
tion) the deficit in this resolution . . .

B. International Trade Jurisdiction.
1. Trade-Related Legislation.—

(1) In general.—Budget authority and outlays may be allo-
cated to a committee or committees and the revenue aggre-
ates may be reduced for legislation to implement the Urug:a

und of the GATT, to extend the Generalized System of ez
erences and any other trade-related legislation within such a
committee’s junisdiction if such a committee or the committee
of conference on such legislation reports such legislation, if, to
the extent that the costs of such legislation are not included in
this concurrent resolution on the budget, the enactment of such
legislation will not increase (by virtue of either contempora-
neous or previously passed deficit reduction) the deficit in this

resolution . . .

C. Federal Revenue Jurisdiction.

1. Reforms Relating to the Pension Benefit Guaranty Corporation
(PBGC), Extension of Expiring Tax Provisions and other Revenue-
Related Legislation.—

(1) In general.—Budget authority and outlays may be allo-
cated to a committee or committees and the revenue aggre-
gates may be reduced for legislation to improve the funding of
governmment-insured pension plans, limit growth in PBGC's ex-
posure, and protect J)lan participants, and for any other em-
ployee benefit-related legislation, and for legislation to extend
expiring tax provisions or other revenue-related legislation
within such a committee’s jurisdiction if such a committee or
the committee of conference on such legislation reports such
legislation, if, to the extent that the costs of such legislation
are not included in this concurrent resolution on the budget,
the enactment of such legislation will not increase (by virtue
of either contemporaneous or previously passed deficit reduc-
tion) the deficit in this resolution . . .

II1. AMENDING SECTION 12(c) ON DEFICIT NEUTRALITY

Section 12(c) of the FY 94 Budget Resolution established a point
of order in the Senate which has the effect of requirin§ that the
g:ojected costs of all direct spending and revenue-losing legislation

fully offset for each fiscal year during the five-year budget win-
dow, and also for fiscal years beyond, through 2003. Waiver of this

point of order requires 60 votes.
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The Committee on Finance—with jurisdiction over all Federal
revenues and more than four-fifths of direct spending—has a sig-
nificant interest in the operation of Section 12(c§’.e

The application of this rule to each fiscal year is stricter than the
PAY. rules enacted by the Budget Enforcement Act of 1990.
This is too constraining. Requiring year-by-year deficit neutralit
unnecessarily hinders legislative options. Achieving deficit neutral-
ity over a specified budget window, should adequately serve fiscal
ob%ctives.

e urge the Committee on the Budget to consider ways to ad-
dress this issue and urge the staff of the Budget Committee to con-
sult closely with Finance Committee staff during these delibera-

tions.
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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 reasonebly 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-

loyment insurance program does not incorporate such a provision
ut 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 reve-
nues, 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 Resolution, the Congress
has in the past used CBO economic assumptions, OMB economic
assumptions, or a combination of the two. This chart dissla s the
major economic assumptions produced by CBO, which underlie the
fiscal year 1995 Budget Resolution. Also displayed are OMB’s as-
sumptions which underlie the President’s budget as submitted Feb-

ruary 7, 1994.

(13)
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Chart 3.—THE BUDGET OUTLOOK
1994 1995 1996 1997 1998 1999 2004
Outlays: (In Billions of Dollars)
Discretionary:
CBO Baseline .................... 547 546 551 549 549 566 660
CBO Reestimate of Presi-
dent’s Budget ................ 547 549 546 545 550 555 na
Mandatory: "
CBO Baseline ..................... 730 758 810 880 942 1,012 | 1433
CBO Reestimate of Presi-
dent's Budget ................ 730 758 812 833 945 1,017 na
Net Interest:
CBO Baseline ..................... 201 214 230 241 252 264 345
CBO Reestimate of Presi-
dent's Budget ................ 201 214 230 24] 252 264 Wa
Total Outiays:
CBO Baseline .................... 1478 1518 1,591 1670 1,743 1843 ] 2,439
CBO Reestimate of Presi-
dent's Budget ................ 1478 1521 1587 1669 1,747 1,836 na
Total Revenues:
CBO Baseline ..................... 1,251 1,338 1411 1479 1556 1,630 2,054
CBO Reestimate of Presi-
dent’s Budget ................ 1,251 1,339 1411 1479 1556 1,630 na
Consolidated Deficit:
CBO Baseline ..................... 228 180 180 192 187 213 385
CBO Reestimate of Presi-
dent's Budget ................ 227 182 177 190 192 206 na
Outlays: (As a Percentage of GDP)
Discretionary:
CBO Baseline ..................... 8.2 1.8 1.5 7.1 6.7 6.6 6.0
CBO Reestimate of Presi-
Cent's Budget ................ 8.2 18 14 7.0 6.7 6.5 Va
Mandatory:
CBO Baseline ..................... 110 108 110 113 115 118] 131
CBO Reestimate of Presi-
dent's Budget ............... 110 108 110 113 115 118 va
Net Interest:
CBO Baseline ..................... 3.0 30 3l 3.1 3.1 3.1 3.2
CBO Reestimate of Presi-
dent's Budget ................ 3.0 30 3.1 3.1 31 3.1 na
Total Outiays:
CBO Baseline ...........cu..n.. 23 217 215 215 213 214 223
CBO Reestimate of Presi-
dent’s Budget ................ 23 217 215 215 23 214 na
Total Revenues:
CBO Baseline .................... 188 191 191 190 190 190| 188
CBO Reestimate of Presi-
dent's Budget ................ 188 191 191 190 190 190 Wa
Consolidated Deficit:
CBO Baseline ..................... 34 26 24 25 2.3 25 35
CBO Reestimate of Presi-
dent's Budget ................ 34 26 24 24 23 24 na
SOURCE: Congressional Budget Office.

n/a = not applicable.
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Chart 3

The Budget Outlook

Explanation of Chart. In considering its legislative agenda for
the upcoming year, the Committee may find it useful to look at the
overall budfei.; totals under a continuation of current tax and
3pett1ding policies and also under the budget proposed by the Presi-

ent.

The CBO baseline represents a projection, under CBO’s economic
and technical assumptions, of the income and outgo of the budget
over the coming five fiscal years (FY95-FY99). The baseline shown
in this table does not reflect CBO’s traditional approach to estimat-
ing discretionary spending levels which is to increase the prior year
levels by the assumed rate of inflation. Instead, the baseline projec-
tion has been constrained by an assumption that the discretionary
spendinﬁecaps enacted for FY95-98 (as set forth in the Omnibus
Budget Reconciliation Act of 1993) will be observed.

The President’s budget totals provide estimates of the budgetary
impact of the Administration’s proposals using CBO’s economic as-
sumptions and technical estimating methods.!

The Budget Enforcement Act of 1990 redefined the official budget
80 as to eliminate the use of Social Security outlays and revenues
(Old-Age, Survivors, and Disability Insurance) in any budgetary
calculations, including the Gramm-Rudman-Hollings process. The
postal service income and outgo is also in an “off-budget” classifica-
tion. The outlay and revenue totals in this chart reflect that change
in the budgetary treatment of these items. However, the budget
documents submitted by OMB and CBO continue to present the
budget primarily in terms of a “consolidated” budget which in-
cludes buth on-budget and off-budget items. The “consolidated defi-
cit” on chis chart reflects both on-budget and off-budget items.

Lo.g-term budget outlook. Following are excerpts from recent
stat:ments by the Administration and the Congressional Budget
Oflice on the budget outlook. )

Excerpt from CBO's, “The Economic and Budget Outlook: Fiscal
Years 1995-1999” (January 1994): “The deficit picture is signifi-
cantg brighter than it appeared one year ago when the Congres-
sion Busget Office projected that the deficit would soar above
$350 billional.)l{ fiscal year 1998. CBO now projects that the federal
deficit will fall from $223 billion in the current year to below $170
billion in 1996, then creep up to around $200 billion in 1999 . . .
Yet despite that im’ﬁx;ovement, deficits have not been put on the
road to extinction. They begin to grow again as a percentage of
gross domestic product (GDP) after 1998, pushed up by continued

1Reestimates of the President’s Bu%t in this chart exclude the Health Security Act. For esti-

see “An Analysis of the President's Budgetary

mates including the Health Bocurlx oy

als for Fiscal Year 1995” (CBO: Ap
(16)
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rapid ?rowth in spending for Medicare and Medicaid and by expira-
tion of the tight caps on discretionary spending. . . .” (See figures
3.1 and 3.2, below.)

Excerpt from OMB, Budget of the United States Government, Fis-
cal Year 1995: “The deficit is projected to decline in 1995 to $176
billion, from the 1994 level of $235 billion. If this projection is real-
ized, it will be the first sub-$200 billion deficit since 1989 . . .
More reflective of the impact of the deficit, however, is its size rel-
ative to the economy. The 1995 deficit is a projected 2.5 percent of
the GDP, down from an estimated 3.5 percent for 1994, and an ac-
tual 4.9 percent for 1992. At 2.5 percent of GDP, the 1995 deficit
is the lowest since 1979 . . . Without health reform, the deficit is
projected to fall to 2.3 percent of GDP for the remainder of the dec-
ade. With health reform, the deficit as a percentage of GDP fluc-
tuates in a narrow range as costs and savings from the plan phase
in; but by 1999, the deficit falls to 2.1 percent of GDP. . . .”
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Figure 3.3
OUTLAYS BY CATEGORY AS A SHARE OF GDP
(See Appendix Q for budget categories in dollars; as percentages of outiays; and as percentages of GDP )
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Chart 4—FINANCE COMMITTEE SPENDING PROGRAMS: PERCENTAGE
OF TOTAL FY 1995 BUDGET (CBO BASELINE)

Entitlements and other mandatory:

S0CIal SECUMILY .....covvvereeercreereree s 22.1%
MEAICAIE ......cooveeeiie et rensernans 11.7
MEAICAId ...........cocrerrrrcrcceen e 6.3
Supplemental Security Income ...........cccocovveviriinnnnnn. 1.6
Unemployment Compensation ..............ccoccevvvvrvcrrnvnnnee. 1.6
Family Support (AFDC, Child Support) ........cccoevvvirrrenees 1.1
BITC e ssnse s ssasaes 1.0
Social Services Block Grant ............ccooevveverirnnrrennen. 0.2
Foster Care and Adoption Assistance ..............ceeoueeen. 0.2
AFDC Work Programs (JOBS) .........cccovvimivervcnicinnnenns 0.1
Trade Adjustment AsSiStance ............cccovvvviververeeennne ()
Other Finance Mandatory ..............cocooovevevvevverrnrrnennne M
Non-Finance Mandatory .............ccoocvevceveereervenirnenenn, 9.8
N ROtAIZ ... 50
Defense discretionary .................ccooovveevorciveeerenniennns 18
International discretionary .................c.cccccooeviinnrennennns 1
Domestic discretionary ................cccoovvvveveieereriennen. 17
Net interest ... 14
Total baseline spending in fiscal year 1995 ........... 100

Ligss than .1%.
2Total mandatory is 56%, but is reduced by 1% for deposit insurance and 5% for offsetting

receipts.
Source: Congressional Budget Office.
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Chart 4.1—FINANCE COMMITTEE PROGRAMS AS A PERCENTAGE
OF FY 1995 MANDATORY SPENDING (CBO BASELINE)

SOCIAl SECUMLY ...veveeereeiecticeett ettt sssserens 39.5%
MEAICANE ........ovoveeeeeerrece bbb res 20.9
MedIiCAId ..ot 114
Supplemental Security INCOME ............ccovveervivevennrerrerennns 29
Unemployment Compensation .................coeeevevereererreenn, 2.9
Family Support (AFDC, Child Support) .........cccoevvvererernnee. 2.0
EITC oot ses st saanaen 1.8
Social Services Block Grant ...............cccooveevvveeevevernnerenennns 0.4
Foster Care and Adoption Assistance ................ccccoeeuvenee. 0.4
AFDC Work Programs (JOBS) ........cccooveruvrevnnirrernnrecrennes 0.1
Trade Adjustment ASSISEANCE ...........cc.ccoocorrvrreerrerinrrernenene (M
Other Finance Mandatory .............ccooovevvernerenreeerrveneeneens )

Subtotal, Finance Mandatory ..............cccoececeeunenecn, 82.4
Non-Finance Mandatory? ............cccomvmrevnerensvnsrisnnennn. 17.6

Total entitlements and other mandatory spending ... 100

I'ess than .1%.

2includes such mms as Food Stamps, Veterans' Benefits and Pensions, Civilian and Military
Retirement, and Farm Price Supports.
Source: Congressional Budget Office.
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Chart 5.—MAJOR MANDATORY SPENDING PROGRAMS UNDER FINANCE
COMMITTEE JURISDICTION (BY BUDGET FUNCTION)

Function 500—EDUCATION, TRAINING, EMPLOYMENT, AND

SOCIAL SERVICES: Chart
Trade Adjustment ASSISLANCE ...........coverrvemmseesserssersssnssnensessasssssens 16
Payments to States for AFDC Work Programs (JOBS) ...........c....... 8
Title XX Social Services Block Grant .............cecuevrrerrensesrssssssessanee 10
Payments to States for Foster Care and Adoption Assistance ..... 10
Family Preservation and Support Services Program ................... 8
Function $50—HEALTH:
Grants to States for Medical Assistance (MEDICAID) ................... 13
Function 570—MEDICARE:
Federal Hospital Insurance (Medicare Part A) ..........cccceecercuninne. 13
Supplemental Medical Insurance (Medicare Part B) ..................... 13
Function 600—INCOME SECURITY:
Unemployment COMPENSALION .........ccccvemeerrreesemssssssasssessssssessnssenss 7
Supplemental Security Income (SSI) ......ovvuverenrincisisnenssissneniane. 12
Aid to Families with Dependent Children ...........c.ccovcenvucverrennne. 8
Child Support Enforcement ..........cccumeennienisessisnsssssssssesnssessens 8
Payment Where Earned Income Tax Credit (EIT(E) Exceeds Liabil-
IY FOF TBX ovvvvrererrsrerinssssssssssssssssssmsssssssssossassssssssmssssnssssssssss 9
Function 650—Social Security [off-budget):
Old-Age and Survivors INSUTANCE ..............coueeemseemmmnmsmsisnsssssssssenes 6
DiSability INSUTANCE .......cvvverrrvrecrsssnrrsessssessincssssssmssssssssssssssasns 6
Function 900—Net Interest:
Interest on the Public Debt ...........covvvveimnnesinsisiisiinseniinens 15

Refunding Internal Revenue Collections, Interest ............ccccouennnne. 17
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Chart §

Major Pro, 8 Under Finance Committee’s Mandatory
Spending Jurisdiction ! (by budget function %)

[* CBO classifies these accounts as entitlements funded by annual appropriations.]
[Page references are to the fiscal vear 1995 Budget Appendix.)

Function 500—~EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL
SERVICES

*Trade Adjustment Assistance (16-0326-0-1-999, pg. 612)
[Adjustment assistance, including cash weekly benefits, training,
job search and relocation allowances is paid to workers as author-
1zed by the Trade Act of 1974, as amended—see chart 16.]

* Payments to States Fgr AFDC Work Programs (JOBS) (75-
150 1-504, fg 451) [The Family Support Act of 1988 estab-
lished in Title of the Social Security Act an employment, edu-
cation and training program for recipients of AFDC. This program
called the job opportunities and basic skills (JOBS) training pro-
gram, replaced the earlier work incentive (WIN) program—see

chart 8.]

* Title XX Social Services Block Grant (75-1534-0-1-506, gg.
452) [Social Services Block Grants, set forth in Title XX of the So-
cial Security Act, allocates grants to States (based on population)
for social services to: (1) prevent, reduce, or eliminate dependency;
(2) prevent neglect, abuse, or exploitation of children and adults;
(3) prevent or reduce inappropriate institutional care; (4) secure ad-
mission or referral for institutional care when other forms of care
are not appropriate; and (5) provide services to individuals in insti-
tutions—see chart 10.]

*Payments to States for Foster Care and Adosption Assist-

ance (75-1545-0-1-506, pg. 453) [Title IV of the Social Security
Act provides for the foster care, independent living, and adoption

1This chart does not include Finance Committee’s authorizing jurisdiction; rather, it includes

on%dimct (i.e. “mandatory” or “entitlement”) spending jurisdiction.
0 functions are a m of classifying budgt resources 80 that budjet authority, out-
lays, offsetting receipts, and tax expenditures can be related to the national needs being ad-
dressed. Each concurrent resolution on the budget divides budget authority and outlays among
the various mnc:ign;lu mu:io?ﬁ an:ud on ut:ul: mbug&n'ty e jgint us:;:ement oit‘h m:::gan
accompanying ea ution alloca u authority and ou among the ous
co M%juﬁsdiction in the House and the Senate. .
Numbers in parentheses are budget account identification codes. Each account has an 11-digit
identification code. The first two digits designate the agency; the third through sixth digits des-
im:?«t)ho neeountl numbegatbe uevon% dli.g::r indicates utille x;admre of of aﬂ;e budget ;el-’
=regular; 1=supp; 2=proposed for transmittal under proposed leg; 3=proposed fo
ql:tor transmittal underppexm&g » 4=gupp, additional authorizing requimd?%:mcmsion pro-
; T=leg. action required); and the th dﬁit indicates the type of fund (1=general;
ial; S=public enterprise; 4=intragovernmental; 7=nonrevolving trust, 8=revolving trust;
soe fiscal g:r 1995 Budget, Amlyﬁcal Perspectives, pg. 425 for explanations). The last three

digits are the sub-function.

(23)

0T
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assistance programs which support maintenance and other assist-
ance for children who are placed in foster care or are adopted—see

chart 10.]

®Family Preservation and Support Services Program (75—
1512-0-1-506, pg. 451) [OBRA-93 added a new Title IV-B to the
Social Security Act to provide grants to the States to be used for
family support programs; for programs to help children return to
or remain with their own families or be placed for adoption; to pro-
vide respite care; to improve parenting skills and for other pur-

poses—see chart 8.]

Function 550—-HEALTH

*Grants to States for Medical Assistance (MEDICAID) (75—
0612-0-1-551, pg. 443) [Medicaid assists States in providing medi-
cal care to their low-income population by afranting Federal match-
in/g payments under title of the Social Security Act to States
w/ approved plans—see chart 13.]

Function 5§70—-MEDICARE

Federal Hospital Insurance (Medicare Part A) (20-8005-0-
7-571, fﬁ 445) [The Hospital Insurance Program (HI) funds the
costs of hospital and related care for individuals age 65 or older
and for eligible disabled people. It is financed primarily through
FICA and SECA payroll deductions. The program is off-budget; see
appendix A for a discussion of off-budget programs—see chart 13.]
[seeq&gsj) Payments to Health Care Trust Funds, 20-0580-0-1-571,
P8.

Supplemental Medical Insurance (Medicare Part B) (20-
8004-0-7-571, pg. 446) [SMI is a voluntary dprogram which affords
protection against the costs of physician and certain other medical
services. The grogram also covers treatment of end-stage renal dis-
ease for eligible enrollees. Approximately three-quarters of SMI
costs are financed by contributions from general revenues and the
other quarter from premium fayments om enrollees—see chart
13.] [see also Payments to Health Care Trust Funds, 20-0580-0-1-
571, pg. 443]

Function 600—INCOME SECURITY

Unemployment Compensation (20-8042-0-7-999, pg. 615)
[The Unem(floyment Compensation systems is set forth in Titles
III, IX, and XII of the Social Security Act. The system provides
temporary and partial wage replacement to involuntarily unem-
ployed workers who were recently employed. The Dept of Labor
oversees the system, but each State administers its own program.
The system is funded by a 6.2 percent gross tax rate on the first
$7000 paid annually by covered employers to each employee; 0.8%
is a Federal tax which finances administration and half of the ex-
tended benefits. State pa{;oll taxes finance regular benefits and
the other half of extended benefits—see chart 7.]

* Supplemental Security Income (SSI) (75-0406-0-1-609, pg.
448) [SSI is a means-tested, federally administered income assist-
ance program authoiized by title XVi of the Social Security Act. It
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rovides monthly cash payments in accordance with uniform eligi-
3h}:y requirements to poor elderly, blind and disabled persons pro-
viding benefits to 6 million people—see chart 12.]

*Aid to Families with Dependent Children (exluding repa-
triation which is not mandatory) (75-1501-0-1-609, pg. 449)
(Established in Title IV of the Social Security Act, AFDC provides
cash welfare J)ayments for needy families with children who have
been deprived of parental support or care because their father or
mother is al?sent from the home continuously, is incapacitated, is
deceased or is unemployed. Federal funds pay 55% of benefit costs
on average and 50% administrative. States define eligibility—with-
in limits—and administer the programs—see chart 8.]

*Child Support Enforcement (75-1501-0-1-609, pg. 449)
[Added in 1975 to Title IV of the Social Security Act, this program
authorizes Federal matching funds to be used for enforcing the
support obligations owed by noncustodial parents to their chﬁdren
and vhe custodial parent, locating absent parents, establishing pa-
ternity, and obtaining child and spousal sugport. Basic responsibil-
ity for administration is left to the States, but the Federal Govern-
ment plays a major role in funding and oversight—see chart 10.]

Payment Where Earned Income Tax Credit (EITC) Exceeds
Liability for Tax (20-0906-0-1-609, pg. 741) [The EITC (Code
§32) was enacted in 1975 as a means of targeting tax relief to
working low-income taxpayers with children, providing relief from
the Social Security .Fayrol tax for these taxpayers, and improving
incentives to work. The tax credit is refundable, i.e., if the amount
of the credit exceeds tax liability, the worker réceives a government

ayment. The program was substantially expended in OBRA-93.

iscal year 1994 outlays, i.e. the portion exceeding tax liability, is
a projected $10 billion; fiscal year 1995 outlays is a projected $15
billion—see chart 9.] .

Function 660—SOCIAL SECURITY [off-budget]

Old-Afe and Survivors Insurance (20-8006-0-7-651, pg. 459)
[The old-age and survivors insurance (OASI) program provides
monthly benefits to retired workers and their dependents and to
survivors of insured workers. Old-age retirement benefits were pro-
vided for retired workers by the original Social Security Act of
1935, and benefits for dependents and survivors were provided IBIV
the 1939 amendments. The program is off-budget; see appendix M.
Fiscal year 1994 outlays are a projected $281 billion providing ben-
efits to 37.4 million Fpeu(zgle—see chart 6.] [See also Payments to So-
cial Security Trust Funds, 75-0404-0-1-651, pg. 447.]

Disability Insurance (20-8007-0-7-651, pg. 460) [The disabil-
ity insurance program (DI) provides monthly cash benefits for dis-
abled workers under age 65 and their dependents. Benefits were
provided to disabled workers age 50 or older by the 1956 Social Se-
curity Amendments; benefits for their dependents were provided by
the 1958 Social Security Amendments; and benefits to disabled
workers under age 50 were provided by the 1960 amendments. The
program provides benefits to 5.7 million people—see chart 6.]




Function 900--NET INTEREST
Interest on tllc Public Debt (20-0550-0-1-901, pg. 746) [This
account includes “groes” interest which for fiscal year 1994 is $208
billion (outla {a), net interest, a more useful, accountmg is pro-
jocted at 320 billion for fiscal year 1994—see chart 15.]

ng Internal Revenue Collections, Interest (20-0904-
p 742) [Under specified circumstances, interest is paid
on Inte ‘Revenue collections that must be refunded. Net fiscal

year 1994 outlays are a projected $2.2 billion.]
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Other Mandatory Spending Accounts Assigned to
Finance Committee

Pension Benefit Guaranty Corporation (16-4204-0-3-601, pg.
617) [This wholly owned government corporation administers pro-
grams of mandatory insurance to prevent loss of pension benefits
under covered private, defined-benefit pension plans if single-em-
gzoyer plans terminate or if multiemployer plans are unable to ’fay

nefits. Terminated plans are taken over by the Corporation. The
Corporation also provides repayable assistance to insolvent multi-
employer plans when necessary to pay benefits and to forestall ter-
mination and subsequent Corporation responsibility to pay bene-
fits. The primary source of financing is a per capita annual pre-
mium paid by sponsors of ongoing covered plans, which varies ac-
cording to the plans’ funding level.]

Black Lung Disability Trust Fund (20-8114-0-7-601, pg. 622)
[The trust fund consists of all moneys collected from the coal mine
industry under the provisions of the Black Lung Benefits Revenue
Act of 1981, as amended by the Consolidated Omnibus Budget Rec-
onciliation Act of 1985, in the form of an excise tax on mined coal.
These moneys are expended to pay compensation, medical, and sur-
vivor benefits to eligible miners and their survivors, where mine
employment terminated prior to 1970 or where no mine operator

can be assigned liability.]

Railroad Retirement Board—Dual Benefits Payments Ac-

count (60-0111-0-1-601, pg. 954) [The mandatory portion of this
account is a “Federal windfall subsidy” to the rail industry for pen-

sion costs not financed by the railroad sector.]

Federal Payments to the Railroad Retirement Accounts
(60-0113-0-1-601, pg. 954) [This account funds temporary direct
Federal subsidies to the rail pension fund, and other payments to
the railroad social security equivalent benefit fund.]

Railroad Social Security Equivalent Benefit Account (60—
8010-0-7-601, pg. 958) [All railroad retirees receive the equivalent
of a social security benefit, and they may also receive other add-
ons including rail industry pension payments, windfall payments,
and supplemental annuities. Social security benefits for former rail-
road employees are funded by the social security trust funds, and
rail in]dustry pension payments are the responsibility of the rail
sector.

Tax Court Judges Survivors Annuity Fund (23-8115-0-7-
602, pg. 34] [This fund is used to pay survivorship benefits to eligi-
ble surviving spouses and dependent children of deceased judges of
the U.S. Tax Court.]

Payments to the Unemployment Trust Fund (16-0178-0-1-
0603, pg. 613) [This account was initiated as a result of the amend-
ments to the Emergency Unemployment Compensation law which
provides for general fund financing for benefits and administrative

costs.]

76-892 0 - 94 - 2
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U.S. Customs Service—Refunds, Transfers, Expenses; Un-
claimed and Abandoned Goods (20-8789-0-7-751, pg. 731) [Un-
claimed and abandoned goods are held in storage uncﬁa Customs
custody for one year from the date of importation. At the end of
that period, all merchandise upon which duties, storage, and other
charges have not been paid is a(i)praised and sold at public auction.
The proceeds of such sales are deposited into this account. The sal-
aries and expenses account is reimbursed for expenses of such sales
and the balance is transferred to the general fund.]

U.S. Customs Service—Salaries and Expenses (20-0602-0-1-
751, p{i 726) [This account is funded, in part, from customs user
fees collected on arriving passengers and vehicles. These funds are
permanently available to fund the costs of providing inspectional
overtime, agency contributions for certain retirement expenses,
preclearance operations and other costs.]

Dept. of the Treasury Forfeiture Fund (Re;)laced the Cus-
toms Forfeiture Fund) (20-5697-0-2-751, pg. 714) [Available to
pay for or reimburse certain costs and expenses related to seizures
and forfeitures that occur pursuant to the Treasury Department’s
law enforcement activities. The Coast Guard also participates in
the program.]

Tax Court Independent Counsel (23-5023-0-2-752, pg. 34)
[This fund is established pursuant to 26 USC 7475. The fund is
used by the Tax Court to employ independent counsel to pursue
disciplinary matters involving practitioners admitted to practice be-
fore the Court.]

Internal Revenue Collections for Puerto Rico (20-5737-0-2-
806, pg. 726) [Excise taxes collected under the Internal Revenue
laws on articles produced in Puerto Rico and either transported to
the US or consumed on the island are paid to Puerto Rico.

U.S. Treasury—Gifts and Bequests (20-8790-0-7-803, pg. 716)
[The Secretary of the Treasury is authorized to utilize gifts and be-
quests of property for the purpose of aiding or facilitating the work

of the Department.]
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Chart 6

Old Age and Survivors Insurance and Disability Insurance
() I): Financial Status and Relationship to the Budget

[Note: For a discussion of Social Security’s off-budget status, see Appendix A, part
II(K); for a historical table displaying the trust fund balances, see Rppendix Kl.]

The Social Security cash benefit programs, Old-Age and Survi-
vors Insurance (OASI) and Disability Insurance (DI), provide in-
come protection to people who work in employment covered by So-
cial Security and earn a certain minimum number of “quarters of
coverage.” The OASI program pays benefits to eligible workers age
62 or older and their spouses and children, and to surviving
spouses and children of deceased workers. The DI program pays
benefits to disabled workers and to their spouses and children.

The Administration estimates that on average in fiscal year 1995
a total of 37.4 million individuals will receive benefits from the
OASI Trust Fund as retired workers or their dependents, or as sur-
vivors of deceased workers. In addition, some 5.7 million individ-
uals will receive benefits from the DI Trust Fund as disabled work-
ers or as dependents of disabled workers. In total, some 43.1 mil-
lion %«:ople will be receiving some type of monthly Social Security
cash benefit in fiscal year 1995.

The income and outgo of the Social Security OASI and DI Trust
Funds are, bgmlaw removed from all calculations of the Federal
budget, includi the budget deficit or surplus. This exclusion ap-

lies to the budgets prepared by the President, to the Federal

udgets formulated by the Congress, and to budget process provi-
sions designed to reduce and control the budget deficits. Social Se-
curity benefits are not subject to sequestration, and the amounts
of Social Security Trust Fund income and outgo cannot cause se-
questration in ag er programs. However, the Office of Management
and Budget has interpreted the Budget Enforcement Act to include
the administrative expenses of the Social Security Administration
as a program subject to domestic discretionary s({:ending limits and
se%uestration. (See Appendix A for a further discussion of when
and how the OASDI trust funds were removed from the budget; see
A:lpendix M for historical tables dispaying the income, outgo, and
balance of the trust funds.)

(81)
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ADMINISTRATION'S ECONOMIC ASSUMPTIONS RELATED TO SOCIAL SECURITY

(in percent]
Calendar year—

1993 1994 1995 1996 1997 1998 1999
~ Percent change in CPl ...........cccoeevcvrnnnen. 28 28 32 33 34 34 U
Benefit Increase ! 26 30 32 33 33 34 35
Real wage differential ...................ooco... @ & 12 08 13 09 07
Civilian unemployment rate .................... 69 65 61 59 57 55 55
! Benefit i ble in J of the followi ,
Bl Sl o e e

PROPOSED LEGISLATION

The budget submitted by President Clinton for fiscal year 1995
includes several legislative proposals that directly affect the Old-
e, Survivors, and Disability Insurance programs. .

movmg the Social Security exemption from the Debt Collection
Act of 1982. The President’s budget includes legislation (which is
in H.R. 3400, a bill that was passed by the House of Representa-
tives in 1993) to enable SSA to use several debt collection proce-
dures that it currently cannot use. These procedures are: (1) at the
option of the Secretary of HHS, to notify credit bureaus when indi-
viduals refuse to pay a debt and to contract with private debt col-
lection agencies to recover delinquent debt; and, (2) mandatorily, to
charge interest on all outstanding debts and to charge delinquent
debtors for the administrative costs associated with recovering the
gast-due debt. These procedures would apply to debts owed by both
ocial Security and Supplemental Security Income (SSI) bene-
ficiaries. Only debts owed by former recipients could be referred to
collection agencies. CBO estimates OASDI savings from this pro-
posal to be $120 million for the 5-year period fiscal year 1995
through fiscal year 1999.

Reallocate Social Security Tax Revenue from the OASI Trust
Fund to the DI Trust Fund. In 1992 the Board of Trustees of the
Old-Age, Survivors and Disability Insurance Trust Funds notified
the Conﬁgss that, under the Trustees intermediate assumptions,
the DI st Fund could be exhausted as early as 1995. More re-
cent estimates continue to indicate that the DI fund could be ex-
hausted in 1995.

In response, the Board of Trustees recommended in its 1993 and
1994 reports that Social Security taxes currently allocated to the
OASI Trust Fund be reallocated to the DI Trust Fund. (Under a
reallocation proposal, the overall tax rate, which is 7.65 percent for
both employers and employees, would remain unchanged. Only the
allocation of the tax among the trust funds would change.) Because
this proposal would make no change in current tax rates, it has no
budgetary effect.

Continuing Disability Reviews. Under current law, recipients of
Social Security disability benefits are required to underﬁo e(Pez'iodic
reviews to determine whether they continue to be disabled. In re-
cent years, however, few continwng disability reviews, or CDRs,
have been performeé. The Administration’s budget includes a pro-
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posal (in H.R. 3400) to dedicate a portion of the Social Security Ad-
ministration’s budget for the purpose of conducting CDRs. The
amounts to be dedicated under this proposal would be $47.2 million
for fiscal year 1995; $48.5 million for fiscal year 1996; $49.8 million
for fiscal year 1997; $51.1 million for fiscal year 1998; and $52.5
million for fiscal year 1999. CBO projects no program savings for
this provision, because the amounts it would dedicate are smaller
than the amounts currently budgeted for the purpose of conducting
CDRs. Moreover, CBO has taken the position that it will not score
budgetary savings from ]grovisions that earmark spending for the
puayose of complying with existing statutory requirements.
orkers’ Compensation Data Exchange Pilot Projects. Under this
roposal, also included in H.R. 3490, the Secretary of Health and
uman Services would be authorized to conduct pilot projects in up
to three States for the purpose of studying various means of obtain-
ing timely and accurate information on State workers’ compensa-
tion benefits that are paid to people who receive Social Security
disability benefits. The Secretary would be authorized to pay the
States’ costs for participatinﬁ: in these demonstrations. CBO esti-
mates the budget effect of this proposal to be negligible in each
year from fiscal year 1995 to 1999.
Federal Clearinghouse on Death Information. This proposal (in-
cluded in H.R. 3400) would amend the clearinghouse provision that
was included in the 1993 Omnibus Budget Reconciliation Act,
which requires most States, as a condition for receiving Federal tax
return information for the purpose of administering State tax laws,
to agree to furnish the death information they gather to the Sec-
retary of HHS without restriction on redisclosure, for the purpose
of ensuring that Federal benefits or other payments are not erro-
neously paid to deceased beneficiaries. Under the Administratior.’s
amendment, all States would be covered by the 1993 OBRA provi-
sion. CBO estimates that this provision will have a negligible effect
on OASDI outlays in fiscal years 1995 through 1999.

OASDI—BUDGET EFFECT

{In millions of dollars)

Fiscal Year—

5-
1995 199 1997 1998 1999 R
Debt CONBCLION ........oevvereerrcrrrvenrrsesesnesseeeensens -3 =25 -20 -20 -20 -120
Set-aside of administrative funds for CDRs ... 0 0 0 0 0 0
Worker's compensation data exchange pilot.. . () (O () () O O]
Death information clearinghouse ............c....... homo®m MM 0]

Yindicates less than $500,000.
Source: Congressional Buaget Office.

PROPOSED REGULATIONS

The Administration will roi:ose regulations affecting the deter-
mination of disability in both the DI program and the SSI program
(described in chart 12). These regufations will establish revised -
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standards for determining whether individuals are disabled due to
cardiovascular, respiratory, or mental impairments.

SOCIAL SECURITY DISABILITY REGUMT‘?‘P:’SAEADMINISTRANON ESTIMATE OF BUDGET

(Outlays in millions of dollars)

Fiscal Year—
1994 195 19% 1997 1908 1999 309
Dl Program .............cevevveenerernnns -34 -713 -121 -163 -211 -211 -813
RN ( (], JE— -19 -4 -62 -81 -100 -100 —405
LIMITATION ON ADMINISTRATIVE EXPENSES
[Budget authortyin milons of dollars]
Fiscal year—
1983 1994 1995
11111 (R $4899  $5497  $5.825
Full-time equivalent staff 64,028 64514 64,847

The limitation on administrative expenses (LAE) provides re-
sources for SSA to administer all of its programs, including the SSI
program and certain health insurance functions. The LAE also pro-

vides funds for annual reporting of earnings, construction of office
space, and operation and improvement of SSA's automated data

procesmn‘g:’mems.
The A istration proposes an increase of 5.6 percent in the
LAE for fiscal year 1995. The Administration’s LAE request would
fund an additional 333 FTEs and, in addition, includes $280 mil-
lion to be applied to the tgrocessing of disability and hearing case-
loads. Notwithstandi ese increases, the Administration fore-
casts continued degradation duri fiscal year 1995 in the process-
ing of Social Security and SSI disa mlt:)y applications.
rding to the Administration, DI and SSI disability claims
continued to increase dramatically in fiscal year 1993 and are pro-
jected to continue to increase in fiscal year 1994 and fiscal year
1995. SSA projects that in fiscal year 1995 2.9 million initial dis-
ability claims will be forwarded to the State Disability Determina-
tion Services (DDSs). This represents a 69 nt increase over
the number of claims received as recently as year 1990.
Funding available in prior years has not been sufficient to allow
SSA to keep pace with this growth, nor will funding requested for
fiscal year 1995 allow for a reduction in the number of disability
claims pending in the DDSs. About 560,000 disability claims were
&ending in the DDSs at the end of fiscal year 1993. This number
expected to grow to 720,000 by the end of fiscal year 1994 and
reach over 1.1 million claims by the end of fiscal year 1995. At the
same time, large backlogs have developed in SSA’s hearing offices.
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By the end of 1992, 218,000 cases were backlogged in these offices.
By the end of fiscal year 1993, this backlog had risen to 358,000
cases, and the Administration l;ln'oject:s that by the end of fiscal year
1995 500,000 hearing cases will be backlogﬁed.

These growing backlogs translate into a lengthening of the aver-
age time required to process a disability claim. The Administration
forecasts that the average processing time for a disability claim
will be about 113 days in fiscal year 1994 and will reach 154 days
in fiscal year 1995. For cases requiring a hearing, the average proc-
essing time is projected to be about 430 days In fiscal year 1994
and 519 days in fiscal year 1995. In contrast, processing times for
disability claims averaged 2%z to 3 months in fiscal year 1990 and
fiscal year 1991 while the average processing time for a hearing
case was about 300 days.

PROVISIONS IN THE 1883 OBRA

The following OASDI provisions were enacted in the 1993 Omni-
bus Budget Reconciliation Act:

¢ Increases the percentage of Social Security benefits that may
be subject to income taxes from 50 percent to 85 percent for sin%le
taxpayers with incomes over $34,000 and for married taxpayers fil-
ing jointly with incomes over $44,000. Retains present law, under
which no more than 50 percent of benefits may be subject to in-
come taxes for single taxpayers with incomes from $25,000 to
334,000 and for married taxpayers filing jointly with incomes from

32,000 to $44,000. Revenues from the additional taxation of bene-
fits will be credited to the Hospital Insurance Trust Fund. The pro-
vision is effective for taxable years beginning after 1993.

e Prohibits disclosure of Federal tax return information to any
State that does not have in effect a contract with the Secretary of
Health and Human Services under which the State provides death
certificate information, without restriction on redisclosure, for the
purpose of ensuring that Federal benefits or other payments are
not erroneously paid to deceased beneficiaries. The provision does
not apply to a State which on July 1, 1993, was not, pursuant to
a contract, providing the Secretary of HHS with death certificate
information. Generally, the provision is effective 1 year after the
date of enactment.

o Provides a business tax credit for food and beverage estab-
lishments equal to the amount of the employer’s Social Security tax
attributable to covered tips in excess of the tips needed to bring the
employee’s wzg:es lB) to the minimum wage. The provision applies
to taxes paid r December 31, 1993.
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Chart 7.—UNEMPLOYMENT COMPENSATION

[In billions of dollars)
[Note: See Appendix H for 5-year baseline estimates.]

Fiscal year—
Unemployment trust fund
1994 1995
Status of State accounts:
Income:
State taXeS ........ccccovrverirerrerree s eeeseresasnens 21.6 22.0
INEEIESE .....oeveeeceecreeceeseceeerenaerenenesenseassenens 1.7 1.5
Loans S — 0.5 0.4
TORA oo ssasssnssssneas 23.8 23.9
Outgo:
State DENEfits .........cccovueevrivericnseenseesssessnnns 22.8 22.6
Federal loans repaid ..........ccoevvuververnrersenens 0.5 0.2
Total oo iaaanans 233 22.8
Balance at end of year .............cccoveerenerrrerrnnnee. 29.5 30.5
Less outstanding Federal loans ................cccoeurunee 0.3 04
Net balance ............cccconruucneee eeesssaersaesenstnes 29.2 30.1
Status of extended benefit account:
Income:
Federal taxes/interest ............ocoueeevevrerencnnee 1.2 1.3
General revenue advances .............oceereereenens 3.1 0.4
Transfer from or to (—) other account .......... 0.8 1.8
TORAL oot cssesesnsssesssasassssssassens 5.1 35
QULBO .ovecererrreesecnsessesssessessssnsssssbssasssssenses 53 0.1
Balance at end of year ...............coevverreurvrreerennens 0.7 4.0

Status of administration account:

Income:
Federal taxes and interest .............c.ccoevereurennnene 5.6 5.6
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Chart 7.—UNEMPLOYMENT COMPENSATION—Continued
[In billions of dollars]

Fiscal year—
Unemployment trust fund
1994 1995
Transfer from or to (—) other account .......... -11 -11
12| R 4.5 4.5
Outgo:
State unemployment insurance service ............ 2.5 24
State employment service ............ccoovveenrvnnenn. 1.1 1.1
Federal administration .............cccceeevvevurerrenne. 0.1 0.2
L1 .| IO 3.7 3.7
Balance at end of year ..............ccovvevereveerneniennn. 23 23
Status of Federal unemployment (loan) account:
Income:
Federal taxes and interest ..............cccoevvernees 03 0.3
State loan repayments ...............ccccovevvrrrverrnnnee 0.5 02
Transfer from other account ..............cceuuunee.. 1.6 0.0
TORAL . rasaenne 24 0.6
Outgo:
Loans to States ...........ccevererrenvnevernennncnsenenes 0.5 0.4
Repayments to general fund ...............coeunueu... 0.0 0.0
TORB ..o snsesaeaennes 0.5 0.4
Balance at end of year .............ccceceverervvrrerncrnnen. 6.8 6.0
Less outstanding loans from general fund .......... 0.0 0.0

Nt DBIANCE ..o 68 60
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Chart 7

Unemployment Compensation

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

The major provisions of the unemployment compensation pro-
ram are determined by State laws. In general, State laws estab-
ish eligibility requirements, the number of weeks an individual

may collect unemployment compensation, the amount of the weekly
benefit, the circumstances under which benefits may be denied, the
lexvxﬁ::h of denial, and the State unemployment tax structure.
e unemployment compensation system is financed by State
and Federal payroll taxes on employers. Under the Federal Unem-
loyment Tax Act (FUTA), a payroll tax of 6.2 percent on the first
g7,000 of wages is levied on employers. If the State’s unet:sloy-
ment compensation program meets the requirements of Federal
law, employers in that State receive a 5.4 percent credit against
the 6.2 percent Federal unemployment tax. Thus, the effective Fed-
eral tax rate in a State which has an apﬂroved program is 0.8 per-
cent. The effective tax rate may be higher in States having out-
standing unemployment insurance loans from the Federal Govern-
ment. The tax rate and the net effective tax rate were scheduled
to drop by 0.2 percentage points (to 6.0 and 0.6) as of January 1,
1991, but were extended through 1995 by the Budget Reconcili-
ation Act of 1990 (P.L.- 101-508), through 1996 by the Emergency
Unemployment Compensation Act of 1991 (P.L. 102-164), and
through 1998 by the Omnibus Budget Reconciliation Act of 1993
(P.L. 103-66).

The Federal tax is used to pay State and Federal administrative
costs associated with the unemployment compensation and State
employment service programs, to fund 50 percent of the extended
benefits paid to unemployed workers under the Federal-State Ex-
tended nemg})oyment Compensation Act of 1970, and to maintain
a loan fund from which an individual State may borrow when it
lacks funds to pay State unemployment compensation benefits. In
addition, the Federal tax supports the payment of Federal emer-
gency unemplolyment compensation benefits.

States also levy unemployment compensation taxes on covered,
g:ivate emsloyers in the State. State taxes finance regular State

nefits and one-half the cost of extended benefits. State unemploy-
ment funds are deposited with the Federal Government in the un-
employment trust fund, which is a part of the unified Federal

budget.
(39)
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Most unemployment benefits are paid through the Federal Un-
em‘floyn.lent 'Frust Fund, which consists of a number of accounts
and which draws its funding partly through State payroll taxes,
partly through the Federal Unemployment Tax, ang partly from
eneral revenues. Regular State unemployment benefits are paid
'l‘{: the States from individual State accounts in the trust fund.
ese State accounts are primarily funded by State payroll taxes
on employers. However, if a State account is unable to meet its ob-
ligations, the State account may be supplemented by loans from a
Federal loan account in the trust fund.

In most States, regular State unemployment benefits are payable
for a maximum of 26 weeks. In times of high unemployment, the
Federal-State extended benefit (EB) program is intended to go into
effect, providing up to 13 additional weeks of benefits. The ex-
tended benefits program triggers on in a State when the insured
unemploymnent rate (IUR) in that State reaches at least 5 percent
and is at least 20 percent higher than the rate prevailing on aver-
age during the comparable period in the previous 2 years. However,
a State may elect two optional triggers: (1) a trliﬁger permitting the
payment of extended benefits when the State IUR is at least 6 per-
cent, even if that rate is not 20 percent higher than the rate pre-
vailing in the 2 prior years, and (2) a trigger permitting the pay-
ment of extended benefits when the State total unemployment rate
(TUR), seasonally adjusted, for the period consisting of the most re-
cent 3 months for which data are g::blished equals or exceeds 6.5
percent, and is at least 10 percent higher than the rate pervailing
on average durin%the comparable period in one (or both) of the 2
g‘receding years. Under this second optional trigger, if the State

UR equals or exceeds 8 percent rather than 6.5 percent, the num-
ber of weeks of benefits provided in the State is 20 rather than 13.
This second optional trigger was enacted as Eart of the Unemploy-
ment Compensation Amendments of 1992 (P.L. 102-318).

Beginning in November 1991, a temporary program of Federal
emergency unemployment compensation (EUC) benefits for unem-
ployed workers who had exhausted their regular benefits went into
effect (P.L. 102-164, the Emergency Unemployment Comﬁensation
Act of 1991, amended by P.L. 102-182). At the time the EUC pro-

am became effective, there were no States that met the criteria
or pa{'ing EB even though the total unemployment rate (TUR) na-
tionally and in many States was high. The emergency benefit pro-
gram was originally scheduled to expire on June 13, 1992, but was
modified and extended by enactment of P.L. 102-244, P.L. 102-
318, and P.L. 103-6. The most recent extension, to February 5,
1994, was made by P.L. 103-152, the Unemployment Compensa-
tion Amendments of 1993.

Federal general revenue funds are advanced as needed to cover
shortages in the account which pays the Federal share of extended
benefits and in the account from which States borrow to meet
shortages in State accounts. They must be repaid to the general
fund with interest. )

A special %xl'g am also exists for workers in the railroad indus-
try. This is ed by employer contributions which are paid into
a separate trust fund account administered by the Railroad Retire-
ment Board. The EUC legislation provided a temporary increase in
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the extended benefits payable to unemployed railroad workers to
mali: them comparable to the benefits available to non-railroad
workers.

. There is also a special unemployment benefits program for trade-
impacted workers. This is described in chart 16.

e target budget deficits under the Gramm-Rudman-Hollings
law reflect the impact of unemployment taxes and spending (in-
cluding both Federal and State accounts). If, however, the et
deficits are not met or if there is a pay-as-you-go sequester, the
automatic “across-the-board” spending reductions are applied to
unemployment benefits according‘ to special rules. Regu.rar State
benefits and benefits for former Federal employees and ex-service-
men are exempt from any reduction. Extended benefits, as such,
are not reduced, but the Federal share of the funding for these ben-
efits is subject to reduction. States have the option of reducing or
not reducing the actual benefit payments to reflect the reduction in

Federal funding.
PROPOSED LEGISLATION

The Administration is proposing to introduce legislation to estab-
lish a ncw program of job training and income support for dis-
located workers, replacing a number of existing programs aimed at
providing assistance to long-term unemployed workers. One of the
g‘l;ograms to be folded into the new comprehensive program is

ade Adjustment Assistance, which provides services and income
support for workers who have lost their jobs for trade-related rea-
sons. The legislation will also include changes in the unemploy-
ment compensation program. The Administration has not yet su

mitted a bill to the Congress.
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Chart 8. —WELFARE PROGRAMS FOR FAMILIES
[In billions of dollars]
[Note: See Appendix H for 5-year baseline estimates.]

Fiscal year—
1994 1995

Aid to families with dependent children: '

Welfare payments ...............ccvervvrernenncrncescnecrnnesnsenes 125 128

AdMInIStration ............cocoeevvevevcnveennercnsenessesesessssenes 1.6 1.6
JOBS PrOGram .........ceveceeeeeerrcrcnnneerensenssresssssssseessensens 0.8 0.9
Child care:

JOBS .ot ssaseseassssassassenes 0.5 0.5

Transitional assistance ...............cceceveeveevvreererrnencnns 0.1 0.2

Families at FiSK ........ccovrvererriennercniennnrerensssrssenaes 0.3 0.3
Child support:

Non-AFDC COlBCHIONS 1 .......e.eeeeeeeeeecencroreersnenennes 5.4 6.1

AFDC COMRCHIONS 1 ....eeoeeeeeee e eserasenesssesens - 2.2 2.4

Gross Federal share of AFDC collections .................. 1.2 13

Total AFDC/non-AFDC administrative costs .............. 2.6 29

Federal Share ............vevevenevcnsnsenineinesensessesnnne 1.8 2.0

Incentive PAYMENLS .........ccocvcrverveenverernnncnsnenseriasessnes 0.4 0.4
Title IV-B (child welfare services/training) ................... 0.3 0.3
Title IV-E (foster care, adoption assistance, independ-

BNt TIVING) oot nsesseaees 2.6 2.8

1 Administration estimate.
Source: Estimates by the Congressional Budget Office except as otherwise noted.
Includes Federal outlays only. Current law baseline.
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Chart 8

Welfare Programs for Families

A. AID TO FAMILIES WITH DEPENDENT CHILDREN

The program of Aid to Families with Dependent Children
(AFDC) provides Federal matching for State programs of cash as-
sistance to needy families with children in which at least one par-
ent is deceased, disabled, or absent from the home. In addition, a
provision in the Family Support Act of 1988 required all States to
g‘x;ovide benefits to two-parent families in which dependency arises

m the unemployment of the principal earner, beginning with fis-
cal year 1991.

Prior to enactment of the Family Support Act, States had the op-
tion of providing benefits to unemployed two-parent families, and
about half the States had elected to do so. The Family Support Act
gave States that had previously not elected to provide benefits to
unemployed two-parent families the option of providing these bene-
fits on a time-limited basis. However, benefits must be provided for
at least 6 months in a 12-month period.

Under the AFDC program, each State establishes its own income
eligibility and benefit levels. :

e amount of Federal matching for AFDC benefits varies from
State to State under formulas providing higher percentages in
States with lower e‘imr capita incomes. The national average con-
tribution by the Federal Government is 55 percent. The AFDC pro-
gram is not subject to reduction under the P.L. 101-508 sequestra-
tion procedures.

Prior to enactment of the Omnibus Budget Reconciliation Act of
1993 (P.L. 103-66), States were entitled to enhanced Federal
matching rates for certain administrative nditures relating to:
the verification of the immigration status of aliens; the planning,
design, development and installation of data information systems;
and expenditures to control fraud. P.L. 103-66 reduced the Federal
matching rate for these three categories of expenditures to 50 per-
cent, effective April 1, 1994.

In addition, P.L. 103-66 increased the amount of a stepparent’s
earnings that a State must disregard in determining the eligibility
and benefit amounts of AFDC apglieants and recipients. The
amount of the standard disregard for work expenses of a step-
parent was raised to $90 a month, up from the previous amount
of $75 a monl:h.th Co ol B Offic 4 1

According to the 10 udget ce, under present law
the av number o? families and recipients receiving monthly

payments is as follows:

43)
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[In thousands]
Fiscal year—
1993 1994 est. 1995 est.
Families .........coouen.. 4,974 5,080 5,151
Individuals . I 14,128 14,430 14,630

Aco;)rding to CBO, estimates for Federal program costs under
present law are as follows:

[In millions of dollars)

Fiscal year—

1993 1994 est. 1995 est.

AFDC DENEfits ! ... ..oveecrernenrrermancssssssmmssssesesassens 11,456 11,680 11,908

Emergency asSiStance ............oocenmeenninnss 225 460 530

Other assistance payments .............oceveverseenenne 23 24 16

State and local administration and training ....... 1,520 1,564 1,597
Child care:

JOBS ..oererrerrntresssssesssnssn s snssssssessens 471 490 540

Transitional ASSISt. ..........c.ceeeeversenernnsnsssaenses 110 145 170

Families @t MiSK ...........cocverrernnnernnirrecersssssesenss 310 325 310

Total Vessmenesresesssesssarssssnses 14,115 14,688 15,071

Vincludes reductions for child support enforcement collections of $777 million in 1993, $820 million in
1994, and $884 million in 1995.

B. JOB OPPORTUNITIES AND (?,?)Snlg) SKILLS TRAINING PROGRAM

The Family Support Act of 1988 provided for replacement of the
Work Incentive &gom program with a new Job Opportunities and
Basic Skills Training program (JOBS). The legislation provides
Federal matching funds to the States through a capped entitlement
mechanism aimed at assuring each State its share of Federal dol-
lars equal to $600 million in 1989, $800 million in 1990, $1 billion
in 1991, 1992, and 1993, $1.1 billion in 1994, and $1.3 billion in
1995. States were required to implement the JOBS program by Oc-
tober 1, 1990, but had the option of doing so as early as July 1,
1989. Currently, all States are operating a JOBS Sorogram.

The Federal match for the JOBS program is 90 percent for ex-
penditures up to the amount allotted to the State for WIN in fiscal
year 1987. Of additional amounts, the Federal match is at the Med-
icaid matching rate, with a minimum Federal match of 60 percent
for non-administrative costs and for personnel costs for full-time
staff working on the JOBS program. The match for other adminis-

.. trative costs (including evaluation) is 50 percent. State matching
for amounts above the 1987 WIN allocation must be in cash. States
receive an amount equal to their WIN allotment for fiscal year



1987 ($126 million for all States). Additional funds are allocated on
the basis of each State’s relative number of adult recipients.

States are required to enroll an increasing percentage of welfare
recipients in the JOBS program. In fiscal year 1991, 7 percent of
those who are not exempt from the participation requirement were
re%uu'ed to be enrolled in the program. 1,1)1 fiscal years 1992 and
1993 a total of 11 percent were required to be enrolled; in 1994,
15 percent must be enrolled; and in 1995, 20 percent must be en-
rolled. The Administration estimates that currently more than
500,3}?0 individuals are participating in a JOBS program each
month.

State JOBS programs must include a range of services and ac-
tivities, including educational activities, job skills training, job
readiness activities, job development and job placement, and speci-
fied supportive services, inclu child care. States must also offer
at least two of the following four activities: group and individual
job search, on-the-job training, work supplementation, and commu-
nimwork exYerience or other work experience program.

sponsibility for administration of the program lies with the
welfare agency at both the Federal and State levels. At the Federal
level, the Family Support Act created a new position of Assistant
Secre for Family Support in the Department of Health and
Human Services who has responsibility for administering the JOBS
program, as well as the child support and AFDC programs.

C. CHILD SUPPORT ENFORCEMENT

The purpose of the Child Support Enforcement (CSE) program is
to locate absent parents, establish paternity, obtain child and
spousal support, and assure that assistance in obtaining squqrt is
available to all children (whether or not eligible for AFDC) for
whom such assistance is requested.

As a condition of eligibility for AFDC, each applicant or recipient
must assign the State any right to support which she may have in
her own behalf or in behalf of children in the family, and must co-
operate with the State in establishing paternity and in obtaining
support payments. States are also required to %mvide child support
services to families who are not eligible for AFDC upon their appli-
cation for services.

The Federal Government pays 66 percent of State and local ad-
ministrative costs for services to both AFDC and non-AFDC fami-
lies on an open-ended entitlement basis. In addition, 90 percent
Federal matching is available on an open-ended entitlement basis
to States for the costs of establishing an approved automated data
processing and information retrieval system.

Collections made on behalf of AFDC families are used to offset
the cost to the Federal and State governments of welfare payments
made to the family. However, the first $50 per month of such col-
lections is passed through to the family. The amounts retained by
the government are distributed between the Federal and State gov-
ernments according to the proportional matching share which each
has under the State’s AFDS program.

Finally, as an incentive to encourage State and local govern-
ments to participate in the program, the law provides for a basic
incentive payment equal to a minimum of 6 percent of collections -



made on behalf of AFDC families plus 6 percent of collections made
on behalf of non-AFDC families. The amount of each State’s incen-
tive payment could reach a high of 10 percent of AFDC collections
?luq 10 percent of non-AFDC collections depending on the cost-ef-
ectiveness of the State’s program. In fiscal year 1989 the incentive
payments for non-welfare collections could not exceed 110 percent
of the incentive payments for welfare collections. This percentage
increased to 115 percent in 1990 and years thereafter. (These in-
centive é:hal{ments are financed from the Federal share of collec-
tions.) Child support collections and expenditures under present

law are as follows:

[In millions of dollars]

Fiscal year—
1993 1994 est. 1995 est.

Total administrative costs: !

(Federal and State) ..............cecvevemvneiernirssrncnnennennnne 2216 2616 2,881
(Federal Share) ............oceevevivusnirenerescresssssenssesessens 1,500 1,790 1,971
Federal incentive payments to States ...............cceeoveurenee. 339 382 413
Total CONBCHIONS 1 ..oovneerreerrccees s ceesecessssessssssasenees 6,812 7607 8483
AFDC CONECHIONS 2 .....ovvvvereeecrercnsusesnssanssssssensssensessasens 1,954 2174 2416
Non-AFDC COllECtions ...........cceovrmrennvereenieennsnnernsennnes 4858 5433 6,067

! Estimates for collections are by the Administration. Estimates for administrative costs are by CBO.
2The Federal share of collections is included in the AFDC appropriation as an offset to AFDC benefits.

The pro%ram made collections on behalf of 872,579 AFDC cases
and 1,953,580 non-AFDC cases in fiscal year 1993.

The Child Support Enforcement Amendments of 1984 required
States to adopt numerous procedures to collect overdue child sup-
port payments, including mandatory wage withholding, liens
against property, and withholding of State income tax refunds, and
to permit establishment of paternity until a child’s 18th birthday.
The 1984 amendments also made more generous the formula for
Federal incentive payments to States for child support collections
and extended those incentives to collections made on behalf of non-
AFDC children. The amendments provided for reducing the Federal
matching share for State and local administrative costs from 70
percent to 68 percent in 1988, and to 66 percent in 1990 and years
thereafter. This Act also modified the audit and penalty provisions
under which the Federal agency monitors State program effective-
ness.

The 1984 Act also required States to continue to provide services
to AFDC families after they leave the rolls; authorized the Sec-
retary of Health and Human Services to make project grants to
States for developing new methods of support establishment and
collection in interstate cases; extended the Federal income tax re-
turn intercept pmﬁxl'lam to non-AFDC families; required each State
to establish guidelines for child support awards within the State;
extended Medicaid eligibility for 4 months to families that lose eli-
gibility for AFDC as a result of child support collections; and en-
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couraged States to focus on the issues of child support, child cus-
tody, visitation rights, and other related domestic issues through
the establishment of special Stat~ commissions.

Major amendments to the caild support enforcement program
were also included in the Family Su&port Act of 1988. Under these
amendments, judges and other officials making child support
awards are required to use State-developed guidelines in setting
award amounts as a rebuttable presumption. In addition, States
are required to establish a mechanism to update awards on a regu-
lar basis; imYlement immediate mandatory wage withholding pro-
cedures; implement approved statewide automated tracking and
monitoring systems; inform AFDC families of the amount of sup-
port collecteti on their behalf on a monthly basis (rather than annu-
ally as required under prior law); and meet minimum paternity es-
tablishment performance standards. The capacity of States to es-
tablish paternity is further enhanced by providing higher (90 per-
cent) Federal matching for laboratory testing.

The 1988 law also required the Secretary of HHS to set stand-
ards specifying time limits in which a State must respond to re-
quests for services, including requests to locate absent parents, es-
tablish paternity, or initiate proceedings to establish and collect
suﬁport. A new Commission on Interstate Enforcement was estab-
lished to recommend improved procedures for enforcement in inter-
state cases.

The Omnibus Budget Reconciliation Act of 1993 (P. L. 103-66)
increased the paternity establishment performance standards that
States must meet, and also provided that States have in effect laws
re:hluiring use of certain procedures designed to increase States’
ability to establish paternity, including laws:

(1) providing for a simple civil process for voluntarily acknowl-
edging paternity (which must include a hospital-based program for—
the voluntary acknowl ent of paternity during the period im-
mediately preceding or following the birth of a child), and the inclu-
sion of signature lines on ap&lications for official birth certificates
which, once signed by the father and the mother, constitute a vol-
untary acknowledgment of paternity;

(2) under which the voluntary acknowledgment of paternity cre-
ates a rebuttable, or at the option of the State, conclusive presump-
tion of paternity, and under which such voluntary acknowledg-
ments are admissible as evidence of paternity;

(3) under which the voluntary acknowledgement of paternity
must be recognized as a basis for seeking a support order without
first requiring any further proceedings to establish paternity;

(4) whic cfn'ovide that any objection to genetic testing results
must be made in writing within a specified number of days prior
to any hearing at which such results may be introduced in evi-
dence, and if no objection is made the test results are admissible
as evidence of paternity without the need for foundation testimony

or other proof of authenticity or accuraa;

(5) which create a rebuttable or, at the option of the State, con-
clusive presumption of paternity upon genetic testing results indi-
c?ttihng c?ﬁtllareshold probability of the alleged father being the father
of the ;
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. (6) which require default orders in paternity cases upon a show-
u()f that process has been served on the defendant and whatever
additional showing may be required by State law; and

(7) which require States to have expedited processes for paternity
establishment in contested cases and to require that a State give
full faith and credit to determinations of paternity made by other

States.
D. CHILD WELFARE, FOSTER CARE, AND ADOPTION ASSISTANCE

The child welfare services program, authorized under title IV-B
of the Social Security Act, is a 75 percent Federal matching grant
program for States for the provision of child welfare services to
children and their families without regard to the family’s income.
The State allocations are based on the State’s per capita income
and the size of its population under age 21 compared to all the
States. The fiscal year 1994 appropriation for child welfare services
was $294.6 million; for child welfare training, $4.4 million; and for
child welfare research, $6.5 million.

The foster care program, authorized under title IV-E of the So-
cial Security Act, provides matching funds on an entitlement basis
to States for maintenance payments for AFDC-eligible children in
foster care. The Federal matching rate for a given State is that
State’s Medicaid matching rate (which may vary from 50 to 83 per-
cent, depending on State per capita income). Federal matching at
a 50 percent rate is available for costs of child placement services
and administration. The fiscal year 1994 appropriation for foster
care was $2.6 billion (including both maintenance payments and
administration).

In addition, there was an appropriation of $70 million in fiscal
year 1994 for grants to States to help title IV-E foster care chil-
dren age 16 and over prepare for independent living. These funds
are allocated to the States on the basis of each State’s relative
number of children receiving title IV-E foster care maintenance
payments in 1984. The independent living program was originally
authorized for 2 years, 1987 and 1988. It was extended twice, and
was made permanent by an amendment in the Omnibus Budget
Reconciliation Act of 1993 (P.L. 103-66). P.L. 101-239 increased
the entitlement cex{nn“zﬁl for the program from the oriﬁilnal level of
$45 million to $50 million in fiscal year 1990; $60 million in fiscal
year 1991; and $70 million in fiscal year 1992. The $70 million
funding level was made permanent by P.L. 103-66. A State match
of 50 percent is required on amounts above $45 million.

The Omnibus Budget Reconciliation Act of 1990 included a provi-
sion to allow States to provide independent living services to
youths up to age 21, rather than age 18, as under prior law.

The adoption assistance program, also authorized under title IV-
E, provides Federal matching funds to States on an entitlement
basis, at the Medicaid matching rate, for pa}yments to parents who
adopt an AFDC- or SSI-eligible child with special needs.” Special
n are defined as a condition, such as ethnic background, age,
membership in a sibling group, or mental or physical handicap,
which prevents the placement of the child without assistance pay-
ments. The amount of assistance provided to parents varies, de-
pending on the circumstances of the family and the child’s needs.
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The fiscal year 1994 appropriation for this program was $317.4
million (including both maintenance payments and administration).

The Omnibus Budget Reconciliation Act of 1993 amended title
IV-B of the Social Security Act to provide authority for Federal
grants to the States to be used to develop and establish, or expand,
and to operate programs of family preservation services and family
support services. The legislation provided capped entitlement fund-
ing of $60 million in fiscal year 1994, $150 million in fiscal year
1995, $225 million in fiscal year 1996, $240 million in fiscal year
1997, and $255 million in fiscal year 1998 (or, if greater, $240 mil-
lion increased by an inflation factor).

The term “family preservation services” is defined to mean serv-
ices for children designed to help families at risk or in crisis, in-
cluding services to help children return to their own families or be
placed for adoption; preplacement preventive services, such as in-
tensive family preservation services, designed to help children at
risk of foster care placement remain with their families; services to
provide followup care to families to whom a child has been re-
turned after a foster care placement; respite care; and services de-
signed to improve parenting skills.

he term “family support services” is defined to mean commu-
nity-based services designed to increase the strength and stability
of families, to increase parents’ confidence and competence in their
parenting abilities, to afford children a stable and supportive fam-
ily environment, and otherwise to enhance child development.

Of the total funds provided, the Secretary of Health and Human
Services is required to reserve $2 million in fiscal year 1994, and
$6 million in each of fiscal years 1995, 1996, 1997, and 1998, for
evaluation of family preservation and family support programs, and
for research, training, and technical assistance. Funds are also re-
served for grants for State court assessments of the effectiveness
of State courts in carrying out their responsibilities related to the
- child welfare, foster care, and adoption assistance programs. The
amounts reserved for this purpose are $5 million in fiscal year
1995, and $10 million in fiscal years 1996, 1997, and 1998.

The 1993 Act also provided enhanced matching of 75 percent to
enable States to plan, design, develop, and install Statewide data
collection and information retrieval systems to administer their
child welfare, foster care, and adoption assistance programs.

A provision of prior law (which expired at the end of fiscal year
1992) provided 75 percent Federal matching funds to the States for
training of personnel employed or preparing for employment by the
State or local child welfare agency, and for the training of foster
and adoptive parents. P.L. 103-66 extended this authority on a
permanent besis, effective beginning with fiscal year 1994.

P.L. 103-66 also prohibited the Secretary of Health and Human
Services, prior to October 1, 1994, from reducing or withholding
payment, or seeking repayment, from any State as a result of com-
pliance reviews related to requirements of title IV-B or reviews or

audits related to requirements of title IV-E.
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PROPOSED LEGISLATION

A. WELFARE REFORM

The Administration’s budget includes no specific outlays or fund-
ing for welfare reform. However, it includes a discussion of the
steps that reform of the welfare system will require, and states:

“The Administration will forward to Congress in late
spring a detailed, comprehensive, deficit-neutral welfare
reform plan. In the interim, the Administration will con-
sult extensively on a bipartisan basis to finalize the plan
and the entitlement reforms which finance it.”

As described in the budget, the proposed legislation will include
amendments relating to Aid to Families with Dependent Children,
Child Support Enforcement, and the Job Opportunities and Basic
Skills Training Program (JOBS). )

The Administration’s budget includes no provisions relating to
the child welfare, foster care, and adoption assistance programs.
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Chart 9.—ESTIMATED AMOUNTS OF THE EARNED INCOME
TAX CREDIT, FISCAL YEARS 1994-1995

[In millions of dollars]
[Note: See Appendix H for 5-year baseline estimates.]

Fiscal year—

Current-law provision

1994 1995
Earned Income Tax Credit:
Amount in excess of tax liability .......... 16,549 19,222
Offset against tax liability .................. 3,098 3,585
1] ;1SR 19,647 22,807

Note: Details may not add to totals due to rounding.
Source: Staff of the Joint Committee on Taxation, March 7, 1994.
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Chart 9

Earned Income Tax Credit

The earned income tax credit (EITC) is a refundable tax credit,
that is, it can cause a tax refund to be paid even when an individ-
ual tax filer has no income tax liability for the year in question.
The EITC is available to low income families that include at least
one qualifying child. The child must meet a relationship test with
respect to the taxpayer, have the same ‘principal lace of abode as
the taxtgayer for more than one-half of the taxable year, and be
under the age of 19 as of the close of the year, or be a student who
is under age 24 as of the close of the year. A smaller credit is also
available to certain tax&ayers without a qualifying child.

Under a revision in the congressional budget procedures adopted
in the 95th Congress, refundable tax credits are treated as revenue
items insofar as they serve to reduce tax liability and as “outlay”
items insofar as they exceed tax liability. For this reason, the
earned income tax credit is shown here as an expenditure program.

The law allows individuals who have no tax liability to claim the
‘credit either as an annual tax refund or to have the credit added
to their paychecks throughout the year through reverse withhold-
i?. However, the amount of the credit that may be received on an
advance basis is limited to 60 percent of the credit that the tax-
i)ayer could receive if the taxpayer had onlt; one qua.h’fyixﬁfl child.
n the past, very few individuals have used the reverse withholding
procedure. (Individuals without children are not eligible to claim
the credit on an advance payment basis.)

Amendments in the Omnibus Budget Reconciliation Act of 1993
(P.L. 103-66) modified and substantially expanded the earned in-
come tax credit.

In 1994, for taxpayers with one qualifying child, the EITC is 26.3
percent of the first $7,750 of earned income. The maximum credit
in 1994 is $2,038 and is reduced by 15.98 percent of earned income
(or adjusted gross income, if greater) in excess of $11,000. For 1995
and years thereafter, the credit rate increases to 34 percent. The
maximum amount of earned income on which the credit could be
claimed is (an estimated) $6,160 (this is a $6,000 base in 1994, ad-
justed for inflation). The phaseout rate for 1995 and years there-
after is 15.98 percent. :

In 1994, for taxpayers with two or more qualifying children, the
EITC is 30 percent of the first $8,425 of earned income. The maxi-
mum credit for 1994 if $2,527 and is reduced by 17.68 percent of
earned income (or adjusted gross income, if greater) in excess of
$11,000. The credit rate increases over time and e;(}ttxeals 36 percent
for 1995 and 40 percent for 1996 and years thereafter. The phase-
out rate is 20.22 percent for 1995 and 21.06 percent for 1996 and

years thereafter.
(63)
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P.L. 103-66 also extended the EITC to individual taxpayers with
no qualifying children who (1) are over age 25 and berow age 65;
and (2) who may not be claimed as a dependent on another tax-
gt:yer’s return. For these taxpayers, the EITC is 7.66 percent of the

st $4,000 of earned income (for a maximum redit of $306 in
1994). The maximum credit is reduced by 7.65 percent of the first
$4,000 of earned income (or adjusted gross income, if greater)
above $65,000. In 1994 the credit is comg etely phased out for tax-
payers with earned income (or adjusted gross income, if greater)
gve; $9,000. This credit is not available on an advance payment

asis.

The EITC may not be taken into account as income, and may not
be taken into account as resources for the month of receipt and the
following month, for purposes of the AFDC, SSI, Medicaid, food
stamp, and low income housing programs.

The EITC was originally deve gsed by the Committee on Finance
as a part of an overall guaranteed employment program which the
Committee proposed in 1972 as a replacement for the existing wel-
fare program. It was approved by the Committee as a way of assur-
ing that private employment would be more attractive than the
public jobs that were also proposed in the 1972 Committee bill, and
as a way of offsetting the impact of payroll taxes for lower income
worki.n%l families. The credit was called a “work bonus” in 1972, be-
cause the Committee viewed it as a way of enhancing the value of
work, inasmuch as it was payable only to those with earned in-
come, and, at least up to the phase down point, the amount of the
credit increased as earnings from work increased. The Committee’s
1972 proposals were not enacted, but the Senate passed the EITC
alag 7a5 separate provision on several occasions, and it became law in
The credit percentages and phase-out rates for the EITC for fam-
ilies with children and for individuals with no children for calendar
years 1994-1999, are shown in the following table.

DATA ON EARNED INCOME TAX CREDIT,! 1994-1999 ESTIMATES

R - R T
1994
One child ........... 26.30  $7,750 1598 $11000 $2,038 $23,753
Two or more
children ......... 30.00 8,425 1768 11,000 2,528 25,299
No children ........ - 765 4,000 1.65 5,000 306 9,000
1995
One child ........... 34.00 6,160 1598 11,290 2,094 24,394
Two or more
children ......... 36.00 8,650 2022 11,290 3,114 26,691

No children ........ 765 4110 1.65 5130 314 9,235



DATA ON EARNED INCOME 7AX CREDIT,! 1994-1999 ESTIMATES—Continued

ool Grg GGt e Maumn M
1996
One child ........... 34.00 6,340 1598 11,620 2,15 25,112
Two or ‘more
children ......... 40.0 8,900 2106 11,620 3560 28,524
No children ........ 1.65 4,230 1.65 5,280 324 9,515
1897
One child ........... 34.00 6,530 1598 11,970 2220 25,862
Two or more
children ......... 40.00 9,170 2106 11,970 3,668 29,387
No children ........ 7.65 4,350 1.65 5,440 333 9,793
1998 '
One child ........... 34.00 6,730 1598 12,340 2,288 26,658
Two or more
children ......... 40.00 9,450 2106 12,340 3,780 30,289
No children ........ 1.65 4.490 1.65 5.610 343 10,094
1999
One child ........... 34,00 6,940 1598 12,730 2,360 27,498
Two or more
children ......... 40.00 9,750 2106 12,730 3900 31,249
No children ........ 1.65 4,630 1.65 5790 354 10417

1 Parameters are estimated based on Congressiorial Budget Office forecasts.

Source: Joint Committee on Taxation, February 23, 1994.
Proposed Legislation

The Administration’s budget includes no proposals for changes in
the earned income tax credit.
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Chart 10.—SOCIAL SERVICES
[In billions of dollars)
[Note: See Appendix H for 5-year baseline estimates.)

Fiscal year—

1994 1995
Current law: !
Title XX block grant ........cccoeveveveverervnrenens 28 . 28
Empowerment zones/
Enterprise communities ............ececvenreees 1.0 0.0

1 Budget authority.
Source: Congressional Budget Office.

[



Chart 10

Social Services
(Block Grant; Empowerment Zones/Enterprise
Communities)

In addition to cash benefit programs and medical assistance, the
Social Security Act includes provisions in title XX which make Fed-

eral funding available for social services. At one time, title XX leg- ’

islation authorized matching funds for State social services pro-
grams on an open-ended entitlement basis. The Federal matching
rate was generally 75 percent. In the Omnibus Budget Reconcili-
ation Act of 1981, a new social services block grant program was
created to replace the prior Federal-State matching program. A
number of requirements on the States, including the requirement
of a 25 percent non-Federal match, were removed, and funding lev-
els were reduced.

The program is an appro¥riated entitlement, with each State eli-

ible to receive its share of a ceiling amount specified in the law.

he statutory ceilings have been: $2.4 billion in fiscal year 1982;
$2.575 billion in fiscal year 1983 (with $225 million of this amount
available for use in either 1983 or 1984); $2.7 billion in 1984;
$2.725 billion in 1985 (with $25 million earmarked for training of
child care providers, licenscilx:& officials and parents, including train-
ing in the prevention of child abuse); $2.5684 billion in 1986 (the
$2.7 billion ceiling was reduced by $116 million because of seques-
tration of funds under the Gramm-Rudman-Holliﬁﬁs legislation);
$2.7 billion in 1987; $2.750 billion in 1988 ($50 million was never
appropriated); and $2.7 billion in 1989. An amendment included in

e Omnibus Budget Reconciliation Act of 1989 (P.L. 101-239) in-
creased the ceiling to $2.8 billion for fiscal year 1990 and years
thereafter. (The $2.8 billion ceiling was reduced to $2,763 million
for 1990 as a result of sequestration required by P.L. 101-239.)

Allocations are made on the basis of State population. States
may determine how their funds are to be used and who may be
served. There are no Federal family income requirements, and no
g?; tl; pirexgents. Income standards and fees may be imposed at

on.

The Omnibus Budget Reconciliation Act of 1993 (P.L. 103-66)
authorized a total of $1 billion through the title XX social services
program for grants to empowerment zones and enterprise commu-
nities, which were established under that legislation. Each urban
g:x]iowerment zone will be eligible to receive grants totaling $100

illion; each rural empowerment zone will be eligible to receive
grants totaling $40 million; and each of 95 enterprise communities
will be eligible to receive a grant of $2.95 million.

Grants may be used to provide a wide variety of services, includ-

ing: services to prevent and remedy the neglect and abuse of chil-
(67)
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dren through comprehensive drug and alcohol prevention and
treatment programs for pregnant women and mothers, and their
children; services to assist disadvantaged adults and youths in
achieving and maintaining self-sufficiency through training and
employment; activities designed to promote and protect the inter-
ests of children and families, outside of school hours, including
kegping schools open during evenings and weekends for mentoring
and study; services designed to promote community and economic
development, such as skills training, job counseling, tranportation
services, and financial management and business counseling; and

others.

The law requires each State to remit to the Secre of Health
and Human Services any amount paid to the State under this leg-
islation that is not obligated by the end of the 2-year period that
begins on the date that the State receives its first payment.

PROPOSED LEGISLATION

The fiscal year 1995 budget request for the title XX social serv-
ices block grant program is $2.8 billion, the permanent entitlement

level.
The Administration’s budget includes no proposals for changes in

the title XX program.
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Chart 11.—CHILD CARE

[In billions of dollars]
[Note: See Appendix H for 5-year baseline estimates.]

Fiscal year—
1994 1995
Current law:
Tite XX 1 o eeereeeeesnseaseaseaseesens 6 .6
Services for welfare families2 ................. 6 N
Services for families at risk of welfare ... 3 3
Child welfare SErvices .........cccoveeereevrenns NA NA
Dependent care tax credit .............oo....... 2.7 2.8
Exclusion for employer-provided depend-
ent care .............. Gueessrsssesarensenessansnsssnes ) g g
Total ............... trevseesesatessassssssasessnsnens 4.9 5.1

Source: Congressional Budget Office.

1Because of reporting deficiencies, it is not possible to determine how much of
Federal title XX funding is used for child care. These numbers reflect a commonly
used estimate (based on data from the late 1970's and early 1980’s) that over
20 percent of title XX funds are used for this purpose.

2Includes amounts for child care provided to participants in employment and
training programs and child care for recipients making the transition from welfare
to work. Data are not available for expenditures under the AFDC child care
disregard provisions.

NA: Not available.
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Chart 11

Child Care

Legislation under the jurisdiction of the Committee on Finance
is the source of funding for most of the child care paid for by the
Federal Government. This includes child care provided under the
title XX social services program; several AFDC-related programs;
child care for families at risk of welfare dependency; the title IV—
B child welfare services program; and two provisions of the Inter-
nal Revenue Code: the dependent care credit and the exclusion for
employer-provided dependent care. (Other major Federal programs
not under the jurisdiction of the Committee are Head Start, funded
at $3.3 billion in 1994, and the child care and development block
grant, funded at $893 million in 1994). A

Child .care under title XX.—The Omnibus Budget Reconciliation
Act of 1981 replaced the former Federal-State social services
matching grogram with a new social services block grant program
that provides Federal entitlement funds (without a State matching
requirement) for a wide randge of social services. Althouq;h States
are not required to provide data showing how their title XX funds
are spent, available information indicates that 47 States use part -
of these funds to provide child care services.

States have broad flexibility under the block grant authority to
decide who is eligible for services, the amount of any child care
subsidy, how the care is to be provided (for example, through
vouchers, reimbursement, or direct provision of care), and whether
to charge fees for services. (See the section on Social Services for
more information on this program.)

Child care for welfare recipients.—There are three ways in which
recipients of Aid to Families with Dependent Children may receive
assistance with child care needs.

(1) Child care for individuals in education, employment, and
training programs.—The Family Support Act of 1988 replaced the
work incentive and other work-related programs with a new JOBS
program, which States were required to implement by October 1,
1990, and were allowed to implement as early as July 1, 1989.
Under JOBS, State welfare agencies must guarantee child care to
the extent that it is determined by the agency to be necessary for
an individual’s employment. Agencies must also guarantee child
care needed by caretakers engaged in education and training activi-
ties (including participation in JOBS) if the agency approves the
activity and determines that the individual is satisfactorily partici-
pating in the activity.

Federal matching is at the Medicaid rate (60 to 83 percent, de-
pending on the State’s per capita income, on an open-ended entitle-
ment basis). The State may provide care by use of contract, vouch-
ers, direct provision of care, or any other arrangement of its choos-

(1)
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ing. Reimbursement for the cost of care with respect to a family is
the lesser of (a) the actual cost of care; and (b) the dollar amount
of the child care disregard for which the family is otherwise eligi-
ble; or (if higher) an amount established by the State. In no case
may reimbursement exceed applicable local market rates. Child
care must meet applicable standards of State and local law. CBO
estimates that States will spend $490 million in Federal matching
ﬁml%sggor child care for JOBS participants in 1994 and $540 million
in .

(2) Transitional child care services.—Under the Family Support
Act of 1988, beginning April 1, 1990, the State welfare agency must
guarantee child care to the extent the care is determined by the

tate agency to be necessary for an individual’s employment in any
case where a family has ceased to receive AFDC as a result of in-
creased hours of, or increased income from employment, or as a re-
sult of the loss of ear:;i;‘:ﬁs disregards. Federal matching rates, dol-
lar limitations, stand and methods of providing care are the
same for transitional assistance as under the JOBS program. Care
is limited to 12 months after the last month for which the family
received assistance. The family must contribute to the cost of care
in accordance with a sliding scale formula based on ability to pay
established by the State. CBO estimates that States will spend
$145 million in Federal matching funds for transitional child care
services in 1994 and $170 million in 1995.

(3) Child care disregard.—Under prior law, in determining eligi-
bility for and amount of AFDC benefits, a State was required to
disregard from income actual expenses up to $160 a month per
child for day care. The Family Support Act of 1988 provided for an
increase in the amount of the child care disregard to $175 a month
($200 in the case of a child under age 2), and also provided that
the child care disregard must be calculated after other disregard
Berovisions have been applied. These changes became effective Octo-

r 1, 1989. Estimated expenditures under the child care disregard
provisions are unavailable.

Child Care for families at risk of welfare.—The Omnibus Budget
Reconciliation Act of 1990 (P.L. 101-508) amended title IV of the
Social Security Act to provide $300 million a year for each fiscal

ear starting with 1991 to enable States to provide child care to
ow-income, non-AFDC families that the State determines: (1) need
such care in order to work; and (2) would otherwise be at risk of
becoming dependent upon Aid to Families with Dependent Chil-
dren (AFDC). If a State does not use all of the funds allotted to it
in one year it may use them the following year.

Capped entitlement funds are allocated on the basis of child pop-
ulation. Statutory requirements relating to Federal matching rates
and fee schedules are the same as under other title IV programs
that provide child care for AFDC recipients. All child care providers
that receive funds under this provision (excluding individuals who
provide care solely to members of their family) must be licensed,
::Slulated, or registered with the State. CBO estimates that States

ill spend $325 million in Federal matching for child care provided
under this program in 1994, and $310 million in 1995. i

Grants for improving licensing and training.—The Family Sup-
port Act of 1988 authorized $13 million for grants to States in fis-
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cal years 1990 and 1991 to be used to improve licensing and reg-
istration requirements and procedures, and to monitor child care

rovided to children of AFDC recipients. A provision in the Omni-

us Budget Reconciliation Act of 1990 increased the authorization
to $50 million for fiscal years 1992-1994. One-half of these funds
are earmarked for training child care providers. The remainder
must be used for improving licensing and registration requirements
and procedures, and for enforcement. Activities under the grant
agply to all children receiving services under title IV-A, not just
those receiving AFDC benefits. The Administration requested no
funding for these grants for fiscal year 1994. The authority for
these grants has now expired.

Child welfare services.—States may use a limited amount of their
child welfare services funds to provide child care services. Funds
ma:ir also be used to pay for activities relating to the establishment
and monitoring of child care standards. (Estimates for expenditures
for child care under this program are not available.)

Dependent care credit and exclusion for empl?'er-provided care.—
A nonrefundable income tax credit is allowed for up to 30 percent
of a limited dollar amount of employment related child or depend-
ent care expenses (Internal Revenue Code sec. 21). Eligible employ-
ment expenses are limited to $2,400 in the case of one qualifyin
individual ($4,800 in the case of two or more qualifying individ-
uals). The 30 percent credit rate is reduced by one percentage point
for each $2,000 (or fraction thereof) of the taxpayers adjusted gross
income (AGI) between $10,000 and $28,000. The credit rate is 20
percent of dependent care costs for taxpayers with AGI in excess
of $28,000.

The term “qualifying individual” means (1) a dependent of the
taxpayer who is under age 13 and with respect to whom the tax-
payer is entitled to claim a dependent exems)tion, (2) a dependent
of the taxpayer who is physically or mentally incapable of caring
for himself, or (3) a spouse of the taxpayer if the spouse is phys-
ically or mentally incapable of caring for himself.

Section 129 of the code also provides a dependent care exclusion
which is intended to tEi)rovide an incentive for employers to provide
dependent care benefits to their employees. Amounts paid or in-
curred by an employer for dependent care assistance provided to an
employee generally are excluded from the employee’s gross income
if the assistance is furnished under a program meeting certain re-
quirements. These include requirements that the program is in
writing and satisfies certain nondiscrimination rules, and that rea-
sonable notification of the program is provided to eligible employ-
ees. With respect to any taxpayer (including a marrie couple filing
a joint return), the dependent care exclusion is limited to $5,000
a geglr) ($2,500 in the case of a separate return by a married indi-
vidual).

The Family Support Act of 1988 included an amendment provid-
ing that the dollar amount of expenses eligible for the dependent
care credit of any taxpayer will be reduced, dollar for dollar, by the
amount of expenses excludable from that taxpayer’s income under
the dependent care exclusion.

For example, assume that a taxpayer with one child incurs
$6,000 of child care expenses during a taxable year, $3,000 of
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which is excluded from the taxpayer’s income because the expenses
are reimbursed under an employer-provided dependent care assist-
ance program. Under the law as amended in 1988, the amount of
expenses otherwise eligible for the dependent care credit ($2,400 in
the case of one qualifying individual) is reduced, dollar for dollar,
by the amount excluded under the dependent care assistance pro-
gram. Because the amount excluded under the dependent care as-
sistance program ($3,000) exceeds the e?enses eligible for the de-
pendent care credit ($2,400), no dependent care credit could be
claimed for the taxable year. On the other hand, if the amount of
excludable degendent care reimbursed by the employer was $1,000,
then $1,400 of expenses ($2,400 minus $1,000) would be eligible for
the dependent care credit. This provision is effective for taxable
years beginning after December 31, 1988.

PROPOSED LEGISLATION

The Administration’s budget includes no legislative proposals re-
lating to child care.
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Chart 12.—SUPPLEMENTAL SECURITY INCOME
[In billions of dollars]
[Note: See Appendix H for 5-year baseline estimates.]

Fiscal year—

1994 1995

Present law:
Total SSI outlays ................... 26.41 26.3

1Because of provisions governing delivery of checks around holidays, payment of
13 months’ benefits will.be made in fiscal year 1994.

Source: Estimates by the Congressional Budget Office.

i “{3':_,:»‘4:«:;



Chart 12

Supplemental Security Income

Since January 1974, the Social Security Administration has been
responsible for administering a basic income support program for
needy aged, blind, and disabled persons called Supplemental Secu-
rity Income (SSI). This program is funded entirely from general
revenues. The law establishing the SSI program permits the tem-
porary use of Social Security trust funds to meet the administrative
costs of the program, but provides specific safeguards to assure
that those costs are promptly reimbursed to the trust funds by ap-
propriation from general revenues.

e costs of administering the SSI program are included in the
total limitation of administrative expenses (LAE) for the Social Se-
curity Administration (See chart 6). For fiscal year 1995, the Ad-
ministration has requested $2.4 billion for the purpose of admin-
istering SSI.

Under present law, the average number of recigients receiving
federally-administered SSI payments is estimated by the Congres-
sional Budget Office to be as follows:

[In thousands]

Fiscal year—
1993 1994 est. 1995 est.
[T 1,311 1,334 1,354
Blind and Disabled .................coecene.... 4,037 4,477 4,835
Total Federal ............cneenn... 5,348 5811 6,189
State supplementation only! ............. 362 345 360
Total SSI recipients ................... 5710 6,156 6,549

IAdministration estimate.

The maximum Federal monthly payment in calendar year 1994
is $446 for an individual and $669 for a couple. Annual adjust-
ments are made in January to reflect increases in the cost of living.
CBO estimates a Januag 1995 COLA of 2.9 percent.

CBO estimates Federal program outlays as follows:

67
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[In millions of dollars]

Fiscal year—
1993 1994 est. 1995 est.
Federal benefits .........ccocoreerereeererrene 21,043 24,480 24,322
Beneficiary services ...............eceererene 32 52 70
Administration ..........co.eecenneneerensennns 1,554 1,864 1,936
Research and Demonstration ............. 12 19 7
(11| O 22,642 26,415 26,335

As indicated in the above chart, outlays for the SSI pro%ram

have grown rapidly in recent years. The disabilit; dPortion of the -
SSI program is expected to continue to grow rapidly in years to
come, for reasons that are not entirely understood. The Administra-

tion projects that expenditures for %gment of benefits to SSI re-
cipients from fiscal year 1990 to fiscal year 1999 will increase by

over 300 percent.
PROPOSED LEGISLATION

The Administration’s budget includes one provision related to
SSI, which is a provision concerning collection of debt. This provi-

sion is described in chart 6.
SUPPLEMENTAL SECURITY INCOME—SAVINGS

(I millions of dollars)

Fiscal year— 5-year
1995  199% 1997 1998 1999 ‘lotal

Debt collection:

Administration estimate ..... -18 -13 -9 -9 -9 - 58
CBO estimate ...........ccooevureee -15 =10 -5 -5 -5 - 40
PROVISIONS IN THE 1993 OBRA .
The following SSI provisions were enacted in the 1993 Omnibus
Budget Reconciliation Act:

e The Secretary of HHS is required to charge States fees for

the cost of administering State supplementary payments to SSI
beneficiaries. The fee ?vnnﬁ rise ﬁadually from $1.6’;Ig)r each sup-

» plementary payment made in fiscal year 1994 to $5.00 for each
L saymegt made in fiscal year 1996. T{x

etergnﬁmo% ;:he rate appropriate for each State (which cannot be less

o The OBRA makes permanent a provision in the Omnibus

Budget Reconciliation Act of 1990 that excludes from income and

resources any State or local relocation assistance received by an

SSI beneficiary.

ereafter, the Secretary will
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¢ The rules for computing SSI benefits are modified so that
children no longer will lose their eligibility for SSI or incur a reduc-
tion in benefits because a parent who is in the military service is
required to be absent from the home by reason of active military
service, or receives hostile fire pay.

e Children who are U.S. citizens will remain eligible for SSI
when they accompany their parents on U.S. military assignments
to Puerto Rico or the territories or possessions of th%.s.

* The Act eliminates an unintended increase in benefits that
is received by certain SSI beneficiaries who receive “in-kind” sup-
port while living in another gerson’s home. The increase occured
due to the manner in which SSI benefits were adjusted for the cost-
of-living increase in January, and how that increase was considered
in calculating benefits in subsequent months.

® Under current law, income received by Indians from t.ibally-
owned trust lands is excluded from income for SSI purposes. How-
ever, income derived from leases on individually-owned trust or re-

-stricted Indian lands and paid to an individual is included in
countable income when determining eligibility for SSI. The 1993
Act excludes up to $2,000 of such income in determining a person’s

eligibility for SSI.

PROVISION IN THE UNEMPL0\’(1;11'!'03111"1‘9 =;’JOMPENSATION AMENDMENTS

* Provides that, for the period from January 1994 through
September 1996, the income and resources of an alien’s sponsor
would be “deemed” to the alien for 5 years, rather than 3 years,

as was provided in prior law.
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Chart 13
Health Programs: Current Law Spending
MEDICARE

. Medicare is a nationwide health insurance program for 35 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 Supplementary Medical
Insurance protfam, is a voluntary program that (frovides protec-
tion against the costs of physicians’ services and other medical
services.

The Congressional Budget Office (CBO) estimates that under
current law, gross Medicare sgending in fiscal year 1995 will be
$170.5 billion, of which $111.8 billion is for part A and $68.7 billion
is for part B. The CBO estimates that net Medicare spending in fis-
cal year 1995 will be $160.6 billion, and that premiums collected
from Medicare participants in fiscal year 1995 will total $19.9 bil-
lion. Spending for afrogram administration will be a iroximately
z?t:l billion for fiscal year 1995, or about 1.9 percent of the program

MEDICAID

Medicaid is a Federally-aided, State-designed and administered
program, authorized by title XIX of the Social Security Act, which
rovides medical assistance for certain low-income individuals.
ubject to Federal g:idelines, States determine eligibility and the
scope of benefits to be provided. The Federal government’s share of
Medicaid expenditures is tied to a formula inversely related to the
per capita income of the State. Under this formula, Federal match-
ing for services varies from 50 percent to about 80 percent. Admin-
istrative costs are generally matched at 50 percent although cer-
tain items are subject to higher matching rates.

Budget reconciliation acts of 1989 and 1990 (P.L. 101-239 and
P.L. 101-508, respectively) expanded Medicaid’s coverage for preﬁi
nant women and young children. States are required to cover
pref'nant women and children up to age six with family incomes up
to 133 percent of the Federal Poverty Level ($16,390 for a family
of three in 1994) and, at their option, States may cover pregnant
women and infants (up to age one) with family incomes up to 185
percent of the Federal Poverty Level ($22,790 for a family of three

- 1n 1994), States are also required to cover -all children, up to age -

19, born after September 30, 1983 in families with incomes below
the Federal poverty level ($12,320 for a family of three in 1994).
Under this I‘pro\rision all children under 19 in families with incomes
below the Federal poverty level will be covered by 2002. Most re-

(71)
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cently, the Omnibus Budget Reconciliation Act of 1993 (P.L. 1083-
66) focused on deficit reduction by requiring all States to recover
the costs of certain Medicaid expenditures from the estates of cer-
tain deceased Medicaid recipients, tightening the rules governing
transfers of assets for purposes of Medicaid eligibility, limiting pay-
ments to Disproportionate Share Hospitals and clarifying that per-
sonal care services are optional under the Medicaid program. In ad-
dition, OBRA 93 created a new federal childhood vaccine purchase
program to make immunizations available for low-income and un-

insured children.

Fiscal Year 1995 Medicare Outlays

Current Law

Part A benefits $110.5b

61.2%
/\/’——\\
/’I =\ Administration
= A $3.2b
= — 1.8%
37.0%

Part B benefits $66.8b

SOURCE: CBO estimates
NOTE: Figures do not reflect offsetting income lrom beneficiary premiums

CBO estimates total Federal-State Medicaid costs for fiscal year
1995 under current law to be $168.8 billion. Of this amount, the
Federal share is $96.2 billion. The States’ share of total Medicaid
expenditures for fiscal year 1995 is estimated at $72.6 billion.

MATERNAL AND CHILD HEALTH BLOCK GRANT

Title V of the Social Security Act authorizes the Maternal and
Child Health Services Block Grant, which provides funding to
States for the following programs: maternal and child health and
services for children with special health care needs, rehabilitation
for disabled children receiving supplemental security income, lead-
based paint poisoning prevention, genetic disease, sudden infant
death syndrome, hemophilia, and adolescent pregnancy. Under the
Title V block grant, States determine the level of services provided.
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Typically, States have supported health services such as well-child
checkups and services in maternity clinics. The Omnibus Budget
Reconciliation Act of 1981 created the block grant by adding the
functions listed above to maternal and child health and crippled
children’s services. The Federal/State matching requirements were
also changed and now require the States to spend 75 cents to re-
ceive a dollar from the Federal government.

In the Omnibus Budget Reconciliation Act of 1989, the Title V
block grant program was amended to authorize a%propriations up
to $686 million in fiscal year 1991 and each year thereafter, an in-
crease of $125 million over the previous authorization level. For ap-
pro(fn'iations not in excess of $600 million, the Secretary of Health
and Human Services is to retain 15% to out various projects
and programs, including “Special Projects of Regional and National
Significance” (“SPRANS”), and screening of newborns for sickle cell
anemia and other genetic disorders. The remainder of amounts not
in excess of $600 million is available for allotment to the States.
Of the amounts appropriated above $600 million, the Secretary is
to retain 12.75 percent to support infant mortality projects and out-

atient and community-based services for children with special

ealth care needs. The remainder is available to the Secretary and
the States in accordance with the current formula (15 and 85 per-
cent, respectively). States are required to use at least 30% of their
funds for preventive and grimary care services for children, and at
least 30% for children with special health care needs.

HISTORICAL SPENDING TRENDS

CBO estimates that between 1988 and 1993, Medicare spending
grew at an average annual rate of 10.8 percent, from $85.7 billion
to $143.0 billion. Spending for part A services grew more rapidly
during this period, increasing at an average annual rate of 11.7
percent compared with 9.3 percent for services under part B of the
program.

Federal Medicaid spending since 1988 has increased at an aver-
age annual rate of 20 percent, from $30.5 billion to $75.8 billion in
fiscal year 1993. Funding for the Maternal and Child Health Block
Grant has grown at an average annual rate of 5.9%. The current
appropriation for fiscal year 1994 is $687 million.
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Chart 14

Health Programs: CBO Reestimates of
Administration Proposals

MEDICARE

All the proposals included in the President’s fiscal year 1995
budget are the same as those included in the President’s health re-
form proposal, the Health Security Act.

The Administration budget proposes to reduce outlays and in-
crease premiums under the Medicare program for fiscal year 1995
by $1.9 billion. This amount includes $20 million in reduced pay-
ments to providers under part A; $1.8 billion payment reductions
and increased beneficiary contributions under part B; and an addi-
tional $134 million under parts A and B. All estimates cited in the
text were prepared by CBO. Chart 14 displays CBO’s estimates of
Medicare savinﬁproposals.

Of the $1.9 billion in Medicare reductions, $785 million (about 40
percent of the total) would come from reducing payments to hos-
pitals. Payments to physicians would be reduced by $252 million,
or about 13 percent of the total. Higher out-of-pocket %ayments by
beneficiaries (not including the income-relating Part B premium)
would result in savings of $789 million—41 percent of the total.

The Omnibus Badget Reconciliation Act of 1993 (OBRA-93) in-
cluded provisions {0 reduce Medicare sfendin by $56 billion from
fiscal years 1994 -1998. In fiscal year 1994, these provisions were
intended to reduce Medicare outlays by $2.1 billion. Reductions in
payments to institutions under Part A totaled $1.2 billion. A lower
update factor for hospital payments accounted for $826 million. Re-
ductions in payments for skilled nursing facilities of $127 million
and home health services of $201 million were the other major pro-
visions.

In Part B, payments to physicians were reduced b{ $391 million
by several provisions, inclu : (1) a reduction in the default up-
date to the conversion factor for th:rghysician fee schedule; (2) a
reduction in the performance standard rate of increase and an in-
crease in the maximum reduction permitted in the default update
to the physician fee schedule; (3) a reduction in the relative values
for practice expenses in the physician fee schedule; (4) reinstate-
ment of separate payments for interpretation of electrocardiograms;
and (6) reductions in the payments made to anesthesia care teams.

OBRA-93 also contained several provisions to reduce Medicare
payments for clinical diagnostic laboratory services by $150 million
in fiscal year 1994. Other provisions included: (1) reductions in
payments for durable medical equipment of $61 million; (2) a freeze
in the annual update in payments for ambulatory surgery centers
of $45 million; (3) a reduction in payments for intraocular lenses
of $10 million; and miscellaneous other provisions.

(81)
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MEDICARE PART A

The Administration proposes to reduce Medicare Part A outlays
by $20 million in fiscal year 1995 through a moratorium on des-
ignation of additional long-term care hospitals. Although the reduc-
tions in Part A payments for fiscal Kear 1995 are small, for the pe-
riod from fiscal ‘years 1995-2000 they total $49 billion. Following
is a discussion of the components of these payment reductions.

Reduction in PPS Update Factor.—The overall increase in pro-
spective payment system (PPS) payment rates each year is deter-
mined by an update factor. Since fiscal year 1986, Congress has re-
gatedl set the ugiiate factor at a level below the market basket

dex (MBI). The MBI estimates the increases in the costs of the
goods and services hospitals must purchase to provide care. Under
current law, fiscal year 1995 updates for urban hospitals will be
equal to the MBI minus 2.5 percent; the rural update will be the
amount needed to equal the “other urban” rate in fiscal year 1995.
Updates for all hospitals will be MBI minus 2 percent in fiscal year

1996 and minus 0.5 percent in fiscal year 1997. For fiscal year
1998 and later years, updates would be set equal to the MBI in-
crease. Under the President’s proposal, updates would be set equal
to the MBI increase minus 2.0 percent for fiscal years 1997-2000,
resulting in a reduction in payments of $13.8 billion.

Accelerate Graduate Medical Education Payment.—The Presi-
dent’s proposal eliminates graduate medical education payments ef-
fective October 1, 1995. Instead, Medicare would annually transfer
funds to a new pool that would provide support for teaching pro-
grams. The transfer of funds would be made more rapidly than are
current medical education payments to hospitals and would thus
result in a loss of interest earnings by the Medicare trust funds.
%‘(l)lgoeﬁ‘ect is a cost estimated at $944 million for fiscal years 1996—

Transfer and Reduction in Indirect Medical Education.—Medi-
care makes additional payments to teaching hospitals for the indi-
.rect costs associated with approved intern and resident programs.
The President’s proposal eliminates the indirect medical education
adjustment for discharges occurring on or after October 1, 1995. In-
stead, Medicare would annually transfer funds to a new pool that
would provide sup&ort for academic health centers (teaching hos-
g‘itals affiliated with medical schools) and other teaching hospitals.
he pool would also receive funds from assessments on private in-
surers. The formula would be modified to increase payments by 3.0
rcent for each 10 percent increase in the ratio of interns/resi-
ents to beds (rather than the current 7.7). This formula change
results in a reduction in payments of $14.1 billion for fiscal years
1996-2000. ' .
Reduction in PPS Payments for ‘C:]pital-Related Costs.—Hospital
_ capital expenses are the costs of building or a&uiring facilities or
major equig:nent. Medicare has included capital payments in the
PPS since fiscal year 1992. Under current law, the Federal rate is
reduced l¥h7.4 percent for discharges occurring in fiscal year 1994
or later. The President’s proposal makes three changes in capital
payment. First, the Federal rate is further reduced by 7.31 percent
and the Lospital-specific rate is reduced by 10.41 percent, effective
in fiscal year 1996. Second, the update factor established by the
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Secretary would be reduced by 4.9 percentage points in each year
from fiscal years 1996-2003. Third, capital payments to bospftals
excluded from PPS, currently paid a reasonable cost, would be
reduced by 15 percent in fiscal years 1996-2003. The reduction in
payments for these capital changes is $6.7 billion from fiscal years
1996-2000.

. Reductions in PPS Disproportionate Share Payments.—Addi-
tional payments are made under PPS to disproportionate share
(DSH) hospitals, those servi:xlf a h;sil share of low-income patients.
The President’s proposal would modify eligibility standards to take
into account only low-income Medicare beneficiaries (no longer in-
corpora Medicaid populations served). The payment formulas
would be changed to produce reductions in DSH payments of $13.2
billion for fiscal years 1996-2000.

Moratorium on Designation of Additional Long-Term Care Hos-
pitals.—Certain hospitals (including psychiatric, rehabilitation
children’s, and long-term care hospitals) are exempt from PPS and
continue to be paid on a reasonable cost basis, subject to rate-of-
increase limits. The President’s proposal would provide that any

new long-term care hospital (defined as a facihtg with average
~ length of stay greater than 25 days) not already PPS-exempt on the
date of enactment would be paid under PPS. The reduction in pay-
ments is $510 million for fiscal years 1996-2000.

Extension of Freeze on Updates to Routine Service Costs of Skilled
Nursing Facilities.—Payments for Skilled Nursing Facilities (SNF)
services are made on a reasonable cost basis, subject to per diem
cost limits. Freestanding SNF cost limits are set at 112 percent of
the mean per diem costs. OBRA-93 eliminated the update for SNF
limits for cost reporting periods beginning in fiscal year 1994 and
fiscal year 1995. The sident’s proposal would continue the up-
date factor freeze and the cost limits would be set at 100 percent
of the mean for cost reporting periods beginning on or after October
%68.0995. The reduction in payments is $823 for fiscal years 1996

Part A Interactions.—Provisions that reduce Part A expenditures
also reduce certain offsetting receipts. For example, the inpatient
hospital deductible is tied to average Medicare costs for a day of
inpatient care. Reductions in hospital reimbursement also reduce
the deductible, producing a slight spending increase that offsets the
savings from the reimbursement changes. Overall these interactive
effects would reduce savings otherwise achieved by $1.1 billion for

fiscal years 1996-2000.
MEDICARE PART B

The Administration proposes to reduce Medicare Part B outlays
by $1.8 billion in fiscal year 1995. Of this amount, $1.1 billion
would come in reductions in payments to providers, and the rest
($686 million) would result from a requirement that beneficiaries
K’ay 20 percent coinsurance on clinical laboratory services. The

edicare Part B savings proposals are described below.

The Administration’s proposals contain several provisions to re-
duce payments to physicians. Beginning in 1992, physicians are
gaid on the basis of a fee schedule that 18 being in through

996. The fee schedule has three components: 8) a work compo-
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nent that measures the time, skill and intensity associated with
each physician service; (2) a practice expense component that in-
cludes such overhead costs as office rent, salaries of nonphysician
personnel, supplies and equipment; and (3) a malpractice compo-
nent that measures the costs of obtaining liability insurance. A geo-
graphic adjustment factor is applied to all three of these compo-
nents. Finally, a dollar conversion factor is applied that translates
relative values for services into a dollar payment amount for each
ls):;xl'viae. The Medicare Part B savings proposals are described
ow.

Cumulative Growth Targets.—Under current law, the volume
performance standard is recalculated annually. The Administra-
tion’s proposal would provide for a cumulative calculation of. ex-
penditure targets beginning in fiscal year 1995, with fiscal year
1994 serving as the base year. ($0 in fiscal year 1995)

Changes in Volume Performance Standard.—Under current law,
a target rate of growth is established for growth in physician ex-

nditures. This target, called the volume performance standard

S), is based on several factors, including changes in Medicare
physician fees, growth in Medicare enrollment, changes in expendi-
tures resulting from changes in laws or regulations, and changes
in the volume and intensity of physicians’ services. The Adminis-
tration proposal would alter the volume performance standard in
several ways. First, it would substitute the change in the gross do-
mestic product (GDP) for the current measure of changes in volume
and intensity in the formula used to calculate the VPS.

There is also a component of the VPS, called the performance
standard factor, that serves as a proxy for increased efficiency. The
Administration proposal would remove this component from the
VPS formula.

Third, current law specifies the minimum update to the fee
schedule that must be granted if Congress does not act to set the
update. The Administration’s proposal would remove the floor on
the minimum update. ($0 in fiscal year 1995)

Reduction in the Conversion Factor for 1995.—The President’s
proposal would reduce the update to the conversion factor in the
physician fee schedule by 3 percent, except for primary care serv-
ices, which would not be subject to a reduction. (—$252 million)

Payments for Hiflh Cost Medical Staffs.—The Administration pro-
Kos would establish limits on Medicare payments per inpatient

ospital admission, beginning in 1998. These limits would be de-
rived from the median of hospital-specific relative value units per
admission, adjusted to reflect case mix. The limit for urban hos-
pitals would 125 percent of the national median in 1998 and
1999, and 120 percent in 2000. For rural hospitals, the limit would
be 140 percent of the national median in 1998 and succeeding
years. Adjustments would be made for teaching hospitals or hos-
?itals serving a disproportionate number of low-income patients.
$0 in fiscal year 1995) )

Incentives for Physicians to Provide Primary Care—The Admin-
istration budget contains several provisions designed to enhance
ayments for primary care. These provisions are all budget neutral
gecause they reallocate funds from nonprimary services to primary
care. Among these proposals are: (1) an increase in practice ex-
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pense relative value units for primary care, beginning in 1996; (2)
reductions in relative values for office consultations, to make them
comparable to office visits; and (3) increasing the current 10 per-
cent bonus for primary care services rendered in health professions
shortage areas to 20 percent. ($0 in fiscal year 1995)

Elimination of Formula-Driven Overpayments for Hospital Out-
patient Services.—Under current law, Medicare payments for cer-
tain hospital outpatient services (ambulatory surgery, radiology
and other diagnostic services) equals the lesser of: (1) the lower of
a ho.sgital’s reasonable costs or its customary charges, minus de-
ductible and coinsurance amounts; or (2) a blended amount com-
prised of a cost portion and a charge portion, minus deductible and
coinsurance amounts. The cost portion of the blend is based on the
lower of a hospital’s costs or charges, minus beneficiary cost shar-
ing, and the charge portion is based in part of ambulatory surgery
center payment rates, minus coinsurance.

Hospitals bill beneficiaries for 20 percent of their charges for the
service, but Medicare pays a lesser amount based on 80 percent of
the blended rate. Beneficiaries typicallng more than 20 percent
of the Medicare ﬁayment amount and Medicare does not reap the
benefit of the higher beneficiary payments. The administration J)ro-
posal would specify that the Medicare payment amount would be
reduced to the blended payment amount, minus beneficiary coin-
surance payments. (—$765 million)

Imposition of Coinsurance for Clinical Laboratory Services.—
Since 1987, beneficiaries have not been required to pay the 20 per-
cent coinsurance typically required for other Medicare Part B serv-
ices. The President’s tpro sal would require beneficiaries to pay 20
percent coinsurance for laboratory services. However, it would not
require beneficiaries to pay the standard $100 deductible before
hMe«%icare would begin paying for laboratory services. (— $685 mil-

on

Competitive Biddirf for Selected Part B Services.—The Presi-
dent’s proposal would require the Secretary to establish competi-
tive acquisition areas for the awarding of contracts for certain
items or services, effective January 1, 1995. Services subject to
cgg;getitive bidding would include: magnetic resonance imaging
( ); computerized axial tomogr?hy (CAT) scans (including phy-
sician interpretation); oxygen and oxygen equipment; and other
items determined by the Secretary.

If the competitive acquisition process failed to achieve at least a
10 percent reduction in payment for these services, the Secretary
_ w«iwltlxild l))e required to reduce these payments by 10 percent. (—$31

million

Competitive Bidding for Clinical Laboratory Services.—The Presi-
dent;saflan would require a similar competitive bidding process for
clinical laboratory services. If the competitive acquisition process
did not reduce payments for lab services by 10 percent, the Sec-
retary would be required to reduce payments for lab services by 10

percent. (—$47 million)
Mandatory Assignment for All Part B Services.—Under current

law, physicians are permitted to bill patients up to 15 percent more
than the approved Medicare payment amount. This practice is
called “balance billing.” For most other Part B services, balance
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billing is permitted and no limits are established on the amount
that may be balance billed. The administration proposal would pro-
hibit balance billing for all Medicare Part B services, including
gggg;cians’ services, effective January 1, 1996. ($0 in fiscal year

Part B Premium.—Medicare Part B enrollees are currently re-
quired to pay premiums equalling 25 percent of Part B expendi-
tures, with the remaining 75 percent funded from general reve-
nues. In 1994, the Part B premium is $46.10. After 1999, bene-
ficiary premiums would be increased by the cost of living adjust-
ment (COLA) used in Social Security. The requirement that bene-
ficiaries pay 25 percent of the premium would be made permanent.

($0 in fiscal year 1995)
PARTS AAND B

Medicare as Secondary Payer.—Medicare is secondary payer to
certain employer group health insurance plans for aged and dis-
abled Medicare beneficiaries, and for beneficiaries entitled to Medi-
care because they have end stage renal disease (ESRD) for the first
18 months of their eligibility. For these individuals, the employer
plan pays first, and then Medicare fills in the gaps—up to the lim-
its of Medicare coverage. OBRA-93 extended Medicare secondary
gger requirements through fiscal year 1998 for disabled and

RD beneficiaries. The administration proposal would make per-
manent the authority for Medicare to be secondary payer for both
disabled and ESRD beneficiaries. ($0 in fiscal year 1995)

In the Omnibus Budget Reconciliation Act of 1989, Congress cre-
ated a program that linked information about employer provided
health insurance with Medicare payments in order to identify situ-
ations when Medicare mistakenly acted as the first payer. OBRA-
93 extended the data match program through fiscal year 1998. The
administration proposal would make the authority for the data
match program permanent. ($0 in fiscal year 1995)

Health Maintenance Organization Payments.—Medicare cur-
renilg' ays 95 percent of the average adjusted per capita (AAPCC)
for icare enrollees in HMO risk contracts. The CC is an es-
timate of what Medicare would spend to provide Medicare benefits
to beneficiaries in the same county who are not enrolled in HMOs.
The President’s proposal would establish ceilings on the Medicare
Part A and B components of the AAPCC in order to lessen vari-
ation in the payment amounts. The ceiling would be set at 170 per-
cent of the national average Part A component of the AAPCC and
150 percent of the Part B component. The floor would be estab-
lished at 80 percent. Both the ceilings and floors would be phased
in over a 4 year ﬁeriod. (—$30 million) _

Reduction in Routine Cost Limits for Home Health Services.—
Payments for home health services are made on a reasonable cost
basis, subject to cost limits that are updated annually. These limits
tve set at 112 percent of the mean per visit costs. OBRA-93 elimi-
nated the update for home health cost limits for cost reporting peri-
ods beginning on or after July 1, 1994, and before July 1, 1996. The
President’s proposal would continue the update factor freeze and
the cost limits would be set at 100 percent of the mean for cost re-

D s ]
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porting periods beginping on or after July 1, 1996. The reduction
in Ipaymgx;ts is $2.2 billion for fiscal years 1996-2000.
mposition of 10 Percent Copayment for Home Health Services.—
Both Medicare Parts A and B cover home health services for bene-
ficiaries who need skilled nursing care on an intermittent basis or
hysical or speech therapy. In order to receive the services, bene-
claries must be homebound. There is no limit on the number of
services that may be received. The administration’s proposal would
impose a copayment of 10 percent of the average of all visit costs
for home health services, but would not apply the copayment to
services rendered within 30 days of an inpatient hospitaf ischarge.
(-$104 million) ’

Expansion of Centers of Excellence Programs.—The administra-
tion 1s currently conducting two demonstration programs with “cen-
ters of excellence.” Under the demonstrations, these centers con-
tract with Medicare to provide coronary artery bypass surgery and
cataract surgery for a flat payment amount, set in advance, that
covers all costs associated with the service. The heart surgery dem-
onstration is currently operating in seven cities and the cataract
surgery demonstration is operating in three other cities.

e Administration proposal would require the Secretary to use
a competitive bidding process for contracting with centers of excel-
lence in all urban areas for these two surgeries. In addition, the
Secretary would be authorized to designate other services that
could be similarly competitively bid. Beneficiaries receiving services
under these arrangements would receive a rebate equal to 10 per-
cent of the difference between the amount Medicare would have
paid on a fee-for-service basis and the amount paid under this pro-

gram. ($0 in fiscal year 1995)
REVENUE PROVISIONS

Extension of HI Tax to all State and Local Government Employ-
ees.—Under current law, state and local governments can choose
" whether to extend Medicare Part A to employees hired before April
1986. Coverage is mandatory for people hired after that date. The
Administration proposal would require state and local employers to
cover all employees. As a result, both employers and employees
would be required to pay a 1.46 percent payroll tax. ($0 in fiscal

year 1995)
Income Related SMI Premium.—The administration plan would

increase the Part B premium for individuals whose income exceeds
$90,000 and couples whose income exceeds $115,000. The increase
would be phased ia, with individuals whose incomes exceed
$105,000 and couples whose incomes exceed $145,000 paying the
meximum amount—75 percent of Part B costs. ($0 in fiscal year

1295)

’ MEDICAID :

While the budget includes no proposals that would affect Medic-
aid spending in year 1995, there are several proposals in the
President’s Health Security Act that would directly affect Medicaid
spending beginning in 1996:

Liberalized Institutional Long-Term Care Eligibility.—Under the
Health Security Act, States would be required to establish a medi-
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caléy needy (spenddown) program for all residents of nursing homes
and intermediate care facilities for the mentally retarded (ICFs/
MR). Fifteen States do not have these pro%-ams. Medically Needy
eligibility allows individuals to become eligible for Medicaid even if
their income and resources exceed categorical eligibility thresholds.
Once an individual has spent their own income and resources on
institutional care, Medicaid will pay the remainder of incurred
costs each month. The Personal Needs Allowance (PNA) of single
Medicaid nursing home residents would increase to $50/month.
Statute currently sets a $30/month minimum PNA, and the aver-
age across States is $35/month. The difference between a state’s
current PNA and the new federal allowance would be financed with
100 percent federal funds. '

Payment Lag Liability.—In the lyear of implementation under the
Health Security Act, States would be r(ﬁponsible for payment of
some back claims for previous service to Medicaid recipients at the
same time as they will be making prospective, capitated payments
for the same recipients to an Alliance.

Cost Sharing Relief for the Low-Income.—A Medicaid enrollee
would not have to pay a certain amount of out-of-pocket costs in
a high cost sharing health plan if a low cost sharing plan whose
premium is at or below the average is not available in the geo-

aphic area. Medicaid and other low-income people would be held

armless for the amount of cost-sharing that is above the out-of-
pocket costs of a low cost sharing health plan. Medicaid would pay
the Alliance for the difference between the two cost sharing
amounts for Medicaid enrollees.

Offset for New Community Based Long-Term Care Program.—
Under the Health Security Act, a new federal/State Yrogram would
be created to provide home and community based long-term care
services to the severely disabled. The budget assumes that some -
current Medicaid recipients receiving Medicaid home and commu-
nity based care services would be eligible for the new program, re-
sulting in savings to the Medicaid program.

Discontinue Medicaid El’fibiltty for Non-Cash Recipients.—
Under the Health Security Act, only people receiving AFDC and
SSI (cash assistance) would remain eligible for Medicaid acute care
coverage. The_current non-cash Medicaid acute care population
would no longer be eligible for Medicaid and would be covered by
private insurance financed by employers and the individual (sup-
plemented by premium subsidies for the low-income). This move-
ment off Medicaid for acute care coverage would result in a reduc-
tion of federal Medicaid expenditures.

Loss of Supplemental Services for Non-Cash Adults.—The non-
cash pougulatmn leaving Medicaid rolls under the Health Security
Act would no longer be entitled to services that are currently cov-
ered under Medicaid but which would not be covered within the Ac-
countable Health Plan benefit gackage. Examples of these services
include extended mental health services, transportation and hear-
ing aids. This would produce federal Medicaid savings.

rgf—Around, Supplemental Services for Medicaid Children.—
The Health Security Act would create a new, federal program for
low income children (see below). The program would cover all cur-
rent Medicaid mandatory services for children that would not be
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otherwise included in the standard benefit dpackage of an Account-
able Health Plan. Because Medicaid would no longer cover these
services for AFDC and SSI children, a federal Medicaid savings
would result.

Elimination of the Medicaid Disprogortionate Share Hospital
(DSH) Payment Program.—The Medicaid DSH program is intended
to compensate high volume Medicaid hospitals for low Medicaid re-
imbursement rates and/or to compensate Medicaid-participating
hospitals for the costs of treating the uninsured and the poor. Be-
cause the Health Security Act would provide universal coveraﬁe
and eliminate Medicaid as a direct payor of acute care services, the
Medicaid DSH program would be eliminated.

New Vulnerable Populations Hosrital Payment Supplement.—The
Health Security Act calls for supplementary payments to hospitals
to cglm;tbiensate for the extra costs of treating low-income, vulnerable
populations.

rospective Capitated Payments for Medicaid Cash Recipients.—
Under the Health Security Act, Medicaid would pay prospective
capitated premiums for coverage of Medicaid recipients under an
Accountable Health Plan based on 95 percent of average Medicaid
fee-for-service costs in the base year. Growth in Medicaid premium
payments would be limited to the same amount as growth in pri-
vate sector premiums, resulting in a savings over baseline for fed-
eral Medicaid expenditures.
. Administrative Savings.—The Health Security Act anticipates
savings to the Medicaid program resultin% from reduced claims
processing associated with moving from a fee-for-service payment
1s&stem, to a monthly. capitation system. Because of the change in
edicaid eligibility (elimination of the non-cash acute care popu-
lation), there will be savings from fewer eligibility determinations
as well.

Offset from Medicare Prescription Drug Coverage.—Federal Med-
icaid savings would result under the Health Security Act’s Medi-
care. prescription drug coverage. Medicaid would no longer pay for
prescription drugs for dual eligibles (people eligible for both Medi-
care and Medicaid) when Medicare begins to cover outpatient pre-
scription drugs. Although Medicaid would continue to pay prescrip-
tion drug deductibles and coinsurance for the dually eligible, a net

Medicaid savings would result.

MATERNAL AND CHILD HEALTH BLOCK GRANT
. The Maternal and Child Health Block Grant program (Title V)
is authorized at $686 million in fiscal year 1991 and each year
thereafter. The a;gpropriation for fiscal year 1994 was $687 million.
For fiscal year 1995, the Administration proposes to fund the Title
V Block Grant program at $679 million.

NEW FEDERAL PROGRAMS

New Medicare Drug Benefit

The Administration proposal includes a new Medicare prescri
tion drug benefit, beginning in 1996. The new benefit would pay 80
percent of the cost of each prescription once the beneficiary had
met a $250 annual deductible. Beneficiaries would be required to
pay 20 percent coinsurance, with an annual limit of $1,000 on out-
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of-pocket aK:ndi;%. As with other Part B benefits, the drug benefit
would be financed with general revenues (75 percent) and bene-
ﬁcmrﬁ premium payments (25 percent). The drug af)remium would
be collected as an add-on to the Part B premium, although all Part
B beneficiaries would be required to have drug coverage. The addi-
tional premium cost is estimated at $9 per month.,

Rebate.—In order to have their drugs covered under-the Medi-
care program, manufacturers would have to provide rebates equal
to the greater of: (1) the difference between average retail and non-
retail prices; or (2) 17 Yercent of the average manufacturer price.

The rebate does not apply to generic products.

Academic Health Centers and Medical Education

Under current law, Medicare makes two different types of pay-
ments to hospitals for fraduate‘ medical education. The first pay-
ment, direct medical education, compensates hospitals for the di-
rect costs they incur in teaching residents, such as the salaries of
residents and the attending physicians who teach them. This pay-
ment is based on a hospital-specific per resident amount multiplied
by the number of resident-full time equivalents (FTEs) for that
year. These per resident amounts are based on cost report data
from hospital cost reporting periods beginning in fiscal year 1984
and are updated annually for inflation.

The second payment 1s for the indirect costs of approved resi-
dency programs. These indirect costs may be for a variety of fac-
tors, including the extra demands placed on hospital staffs due to
teaching activities, additional tests or procedures ordered b{ resi-
dents, or more severely ill patients at teaching hospitals. The ad-
{’ustment is based on a formula that increases the DRG payment

y approximately 7.7 percent for each 10 percent increase in the
ratio of interns and residents to teaching beds.

The Administration proposal would eliminate both of these gay-
ments, effective October 1, 1995. Two new fundinﬁ pools would be
created, one for graduate medical education and the other for aca-
demic health centers. Medicare would transfer funds of $1.5 billion
in fiscal year 1996 and $1.7 billion in fiscal years 1997 and 1998
to the graduate medical education pool. After fiscal year 1998, the
amount of the transfer would be increased by the increase in the
consumer price index for urban consumers (CPI-U). Transfers to
this pool would occur more rapidly, resulting in a loss of interest
earnings to the Medicare trust fund totalling $280 million from fis-
cal years 1996 to 2000. This pool would also receive transfers from
assessments from private insurers. Funds in the pool would total
$3.2 billion in fiscal year 1996, rising to $5.8 billion in fiscal years
1999 and 2000. )

A second pool would be created to provide support to academic
health centers (teaching hospitals affiliated with medical schools)
and other teachin hosgitals. Transfers from the Medicare trust
fund would equal $2.1 billion in fiscal year 1996 and $2.0 billion
in fiscal years 1997 and 1998. In succeeding years, the amount
would be increased by the increase in the CPI-U. Private insurers
would also be required to contribute to this pool. Funds in the IY:‘OOI
would total $3.1 billion in calendar year 1996, rising to $3.8 billion

in 2000.
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Allocations from hospitals to the funds would be made by apply-
ing the indirect medical education (IME) formula to total inpatient
and outpatient receipts of such hospitals, instead of just to Medi-
care receipts. The current formula of increasing payments by 7.7

rcent for each 10 percent increase in the ratio of interns/resi-

ents to beds would be modified to increase payments by 3.0 per-
cent for each 10 percent increase in the ratio.

These new programs contain two significant departures from cur-
rent policies. First, Medicare is currently the only exglicit payer for
direct and indirect medical education costs. Under the new pools,
g:;c\;ate insurers would also be required to contribute to these costs.

.nd, a new council on graduate medical education would be es-
tablished to authorize the appropriate number of residency slots
throughout the country and to implement policies assuring that at
least 56 percent of residents who complete residency programs
would be 1n primary care (family medicine, general internal medi-
cine, general pediatrics, or obstetrics and gynecology). In general,
the council’s mission would be to reduce the number of physicians
entering residency training and to redress the shortage of primary
care physicians by redirecting physicians into primary care
residencies, instead of specialties.

Federal Supplemental Benefits Program for Low-Income Children

The Health Security Act would create a new federal program to
provide supplemental services to all low-income children using cur-
rent AFDC and SSI standards, and current Medicaid poverty-level
eligibility standards for children. Services covered under the new
program would include those currently provided under the Medic-
aid program that would not be covered under a standard benefit

package provided by an Accountable Health Plan.

Community Based Long-Term Care for the Severely Disabled

The Health Security Act would create a new state/federal pro-
gram to finance home and community based long-term care serv-
ices for the severely physically and mentally disabled. The federal
funding would bg capped at $40.4 billion a year at full implementa-
tion in 2002. Thé state share of program expenditures would be the
current Federal Medical Assistance Percentage (FMAP) plus 28

rcent (with a maximum federal match of 95 percent). Participat-

states must provide at least an assessment, a care plan and
personal care attendant services. States could provide an array of
additional services, similar to those currently provided under the
Medicaid home and community based services waiver program. The
program would not be means-tested and services could not be allo-
cated by the state on the basis of income. The Administration esti-
mates that at full implementation, 3.1 million individuals would be

eligible. \

76-892 0 - 94 - 4
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CHART 15.—INTEREST
[By fiscal year, in billions of dollars)

Actual
1993 1994 1995 1996 1997 1998 1999
Baseline
Interest on Public Debt (Gross
Interest) ! ..oevveerereannens 293 299 312 331 348 365 385
Interest Received by Trust
Funds:
Social Security ..........cc.cooononn. =27 =30 -3 -37 -4 -4 -5
Other trust funds? ................ -5 -5 -5 -—-57 -5 —-60 -6l
Total oo -8 -8 -89 -94 -100 -—106 -114
Other Interest? ..........cooooeocveenee. -1 -9 -9 -7 =7 -7 -7

Total, Net Interest Outlays 199 201 214 230 241 252 264
Net interest Outlays as a Percentage of GDP
Net Interest Outlays .................. 3.2 30 3.0 31 3l 3.1 31

Estimates of the President’s Budgetary Proposals
Interest on Public Debt (Gross

Interest) ! .o, 293 299 312 331 347 365 Kh!
Interest Received by Trust
Funds:
Social Security .......cccoecovrennae -27 -3 -34 -38 -4 -4 -53
Other trust funds? ................ -5 —-58 -5 -56 57 -5 -6l
Total oo -8 -8 -89 -94 -100 -107 -114
Other Interest? ........cccoovuvvvnees -11 -9 -9 -1 -1 -6 -1

Total, Net Interest Outlays 199 201 214 230 241 252 264
Net Interast Outlays as a Percentage of GDP

Net Interest Outiays ................ 32 30 30 3l 31 31 3l
VExcludes interest costs of debt issued by agencies other than the Treasury (primanily the Tennessee Valley

Authority).
Zprincipally Civil Service Retirement, Military Retirement, Medicare, unemployment insurance, and the Highway and
mgm and Airwgy trust funds.
Primanily interest on loans to the public and to the Resolution Trust Corporation and the Bank Insurance Fund.
SOURCE: Congressions! Budget Office.
NOTE: Projections of interest assume compliance with the discretionary spending caps in the Budget Enforcement Act.




Chart 15

Interest on the Public Debt

The Finance Committee has jurisdiction over “bonded debt of the
United States” (see Rule XXV, Standing Rules of the Senate) and
consequently interest on the public debt is assigned to the Finance
Committee. Followin% is the budget outlook for “Net Interest” ex-
cerpted from CBO’s “Economic and Budget Outlook: Fiscal Years
1995-1999.” For additional information see CBO, “Federal Debt
and Interest Costs” (May 1993).

Excerpt from CBO’s Economic and Budget Outlook:

Net interest costs are expected to be about $200 billion in 1994
for the fourth year in a row. This stability is astonishing in light
of the fact that the government will have added about?l trillion
in debt over the four-year period. The government has saved hand-
somely by refinancing its maturing debt at lower interest rates.
This gain is not evanescent; interest rates today remain near
;%rd-loygdlevels and are not expected to shoot up over the 1995-

period.

Despite today’s low interest rates, net interest costs are about 3
percent of GDP—two to three times the tygical levels of the 1960s
and 1970s. Their growth is clearly traceable to the vastly bigger
federal debt.

Interest costs generally are not governed by provisions of the
Budget Enforcement Act use they are not directly controllable.
Rather, interest depends on the government’s debt and on interest
rates. . ..

The importance of interest rates. . . . If interest rates are 1 per-
centage point higher in 1994 throu%l; 1999 than CBO assumes, net
interest costs will be greater—by about $5 billion in 1994 and $42
billion in 1999. A recent shift by the Treasury Department to bor-
row more short-term and less long-term debt is expected to save
money but will slightly increase the government’s vulnerability to
fluctuations in interest rates. This effect is only marginal, however;
with or without the shift, the government faced large amounts of
financing and refinancing that had to be handled at prevailing

market rates.

CBO projects that net interest costs will climb gradually to $261
billion in 1999. The growth in debt is the main fuel; debt held by
the public (bills, notes, bonds, and other securities sold to raise
cash) is expected to mount from $3.2 trillion at the end of 1993 to
$4.4 trillion in 1999. (See chart 20 of this volume.) And rising in-
terest rates, chiefly on short-term instruments such as Treasury
bills, push up sgending modestly.

Net or Gross? Some budget-watchers like to use gross interest
(and its counterpart, the gross federal debt) instead of net interest

(93)
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(and its counterpart, debt held by the public). But this choice exag-
ggrgtes the government’s debt-service burden because it overlooks
illions of dollars in interest income received by the government.

The government has sold trillions of dollars of securities to fi-
nance the deficit. But it also issues securities to its own trust funds
(mainly Social Security and the other retirement funds) and both
pays and collects the interest thereon; it also receives interest in-
come from loans and cash balances. Broadly speaking, gross inter-
est encompasses all interest paid by the government (even to itself)
and ignores all interest income. Net interest, in contrast, is the net
flow to recipients outside government.

In 1994, net interest is only two-thirds as big as gross interest.
CBO estimates that the government will pay $298 billion in gross
interest costs. Of that amount, however, $88 billion is sims(ljy cred-
ited to trust funds and does not leave the government or add to the
deficit. And the government collects $10 billion in other interest in-
come. Net interest costs therefore total $201 billion. The burden of
interest costs, which regresent money siphoned from current needs
to pay past bills, is amply documented by using net interest.

HOW THE ECONOMY AFFECTS INTEREST RATES

The Coniressional Budget Office has developed rules of thumb to
illustrate the relationship between budget projections and four key
economic variables: real growth, unemployment, inflation, and in-
terest rates. Each rule depicts the effect on budget totals of a 1-
percentage-point change in CBO’s baseline assumptions for these
variables, starting in January 1994. As noted below, the rules of
thumb are highly simplified and should be used with caution. . . .

The last rule of thumb (for interest rates) was designed to illus-
trate the sensitivity of the budget to changes in interest rates. The
Treasury finances the government’s substantial debt at market in-
terest rates. Assuming that interest rates are 1 percentage point
higher than assumed in the baseline for all maturities in each year
would push interest spending up by $5 billion in 1994. The initial
boost in interest costs is in large part fueled by the increased costs
of refinancing the government’s short-term Treasury bills, which
make up roughly one-fourth of its marketable debt. More than $650
billion worth of Treasury bills are now outstanding, and none of
them have a maturity of more than a year.

The bulk of the government’s marketable debt is not held in
short-term bills but in medium- to long-term securities, mainl
those with initial maturities of 2 to 10 iyeau's. Many of them will
come due for refinancing over the next few years. And to finance
the deficit, the Treasury continues to incur new debt.
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Thus, the budgetary effects mount as more and more debt is hit
her interest rates. By 1999, almost all of the debt is af-
fected. Of the marketable debt outstanding in that year, CBO esti-
mates that 27 percent would have been originally borrowed during
the 1994-1999 period and would therefore be affected by the higher
rates; about 55 percent was already outstanding in early 1994 but
was refinanced during the 1994-1 period; and only 18 percent
was unaffected. The 1999 deficit climbs b{ $42 billion as a result
of the interest rate hike. This rule of thumb includes small changes
in other spending programs that are sensitive to interest rates,
mainly student loans. It does not, however, incorporate any
changes in revenues or in deposit insurance, since the impact of
higher interest rates on these areas is less clear.
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Chart 16

Trade Adjustment and Customs User Fees:
Administration Proposals

TRADE ADJUSTMENT ASSISTANCE

The Trade Adjustment Assistance (TAA) program, originally es-
tablished under the Trade Expansion Act of 1962 and revised in
the Trade Act of 1974, provides benefits to workers laid off and
firms injured on account of increased imports. Under the progrann
for workers, administered by the Labor Department, certified work-
ers are entitled to cash income support payments essentially equiv-
alent to extended unemployment insurance benefits. They may also
receive training, job search, and relocation assistance. The program
for firms, administered by the Commerce Department, makes tech-
nical assistance available to approved firms.

The most recent extensive revisions to the TAA program were
made in the Omnibus Trade and Competitiveness Act of 1988,
which extended the program’s authorization through September 30,
1993. Under the Omnibus Budget Reconciliation Act of 1993,
signed into law August 10, 1993, the program’s authorization was
extended an additional five years, through September 30, 1998.

The North American Free Trade Agreement (NAFTA) Implemen-
tation Act, signed into law December 8, 1993, amended the TAA
statute to create a new subchapter for a NAFTA-specific worker ad-
justment assistance program. This program expands eligibility to
include those workers who lose their jobs as a result of shifts of
production to Mexico or Canada, not only as a result of increased
imports. It combines TAA benefits with certain services available
under other Labor Department programs. It also requires workers,
in order to remain eligible for income support benefits, to enroll in
a trainin(ﬁr?rogram by the end of a specified period.

The Administration has proposed a comprehensive worker reem-
plornent program that would consolidate existing programs for
dislocated workers, including the TAA worker program. In its 1995
budget request, the Administration proposes the termination of the
firm program which, unlike the worker program, requires annual
appropriations. The Administration also proposed the firm pro-

am’s reEeal in its 1994 budget; Congress appropriated $10 mil-

ion for the program, a $3.7 million reduction from the previous

year.
CUSTOMS USER FEES

The Consolidated Omnibus Budget Reconciliation Act of 1985 es-
tablished a schedule of flat rate customs fees for processing pas-
sengers, boats, trains, railroad cars, trucks and vessels entering the
United States. The Omnibus Budget Reconciliation Act of 1986 es-
tablished an additional user fee, the merchandise processing fee, as

(97)
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a charge of 0.22 percent ad valorem in fiscal year 1987 and 0.17
percent ad valorem in fiscal years 1988 and 1989 on entries of im-
ported merchandise. The law requires the fees to be deposited into
a dedicated account. Collections from the merchandise processing
fee are available, subject to appropriation, to offset the cost of sala-
ries and expenses of the Customs Service for commercial oper-
ations. Proceeds from the flat-rate fees are used for the direct reim-
bursement of appropriations for costs incurred by the Customs
Service in providing for inspectional overtime, agency contributions
for certain retirement expenses, preclearance operations, and other
apsts; these fees are subject to a permanent, indefinite appropria-
on.
The Omnibus Budget Reconciliation Act of 1987 extended the
user fees through September 30, 1990. The Customs and Trade Act
of 1990 (CTA 90) modified the merchandise processing fee to make
it consistent with our international obligations under the General
Agreement on Tariffs and Trade (GATT). CTA 90 set the merchan-
dise processing fee at 0.17 percent ad valorem for formal entries,
subject to a maximum fee of $400 and minimum fee of $21 (with
a $3 surcharge for manuai entries). CTA 90 also established a
schedule of flat-rate fees for informal entries (i.e., those valued
under $1,250). CTA 90 also modified the passenger and conveyance
fees to permit surplus collections to be used for enhancing service
to the fee payers, proportionate to the amount paid by each. In ad-
dition, the Act extended the user fees through September 30, 1931.

The Omnibus Budget Reconciliation Act of 1990 extended the
user fees through September 30, 1995 and authorized the Customs
Service to adjust the merchandise processing fee to a minimum of
0.15 percent ad valorem, and a maximum of 0.19 percent ad valo-
rem, to take into account changes in economic conditions or trade
flows to avoid unintended over- or under-collections and help en-
sure the fee's consistency with our GATT obligations.

The Omnibus Budget Reconciliation Act of 1993 extended the full
schedule of user fees through September 30, 1998. The North
American Free Trade Agreement Implementation Act (NAFTA Act)
made a number of changes to the user fees, effective January 1,
1994, to provide offsets against the revenue losses attributable to
NAFTA. The NAFTA Act extended all of the user fees through Sep-
tember 30, 2003. In addition, the Act temporarily (through Septem-
ber 30, 1997) increased (from $5.00 to $6.50) the fee charged on
passengers arriving in the United States from abroad on commer-
cial vessels or aircraft and eliminated, until September 30, 1997,
the exemptions for Sassengers arriving from Mexico, Canada, Car-
ibbean countries and U.S. territories.

Currently, the merchandise processing fee is 0.19 percent ad va-
lorem. CBO has reported that the Customs Service collected $733
million in total user fees in fiscal year 1993; collections for fiscal
year 1994 are estimated to reach $849 million. The President’s fis-
cal year 1995 budget proposes to increase the merchandise process-

ing fee on both formal and informal entries.



ADDITIONAL TRADE PROPOSALS

The Administration has stated that it will seek to have l:fisla-
tion implementing the results of the Uruﬂmy Round of Multilat-
eral Trade Negotiations enacted this year. In addition, the General-
ized System of Preferences (GSP) program will expire on Septem-
ber 30, 1994. Legislation regarding either the Uruguay Round or
gu)a GSP program would be subject to pay-go rules. (See Appendix
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CHART 17.—TAX REVENUES UNDER CURRENT LAW
[In billions of dollars]

~ Administration: Current Services
1994 1995 1996 1997 1998 1999
Individual Income ......... 550 597 631 664 699 740
Corporate Income .......... 131 141 146 150 153 158
Social Insurance ........... 462 492 519 546 576 605
Excise Taxes ..........cen... 55 56 57 58 59 60
Other! .......ocoovvererrrnnnns 52 56 58 61 64 67
Total .......ccoeunneen. 1,250 1,342 1411 1479 1551 1,630

CBO Baseline
1994 1995 1996 1997 1998 1999

Individual Income ......... 547 596 635 668 708 748
Corporate Income .......... 128 130 133 138 144 148
Social Insurance ........... 468 499 526 551 578 604
Excise Taxes .........ccceueet 55 56 57 58 59 60
(01 N 52 57 61 64 68 71

|11 ;] E—— 1251 1338 1411 1479 155 1,630

!includes estate and gift taxes, customs duties, and miscellaneous receipts.
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Chart 17

Tax Revenues Under Current Law

The current services projections represent the Administration’s
estimate of what Federal tax revenues would be under existixﬁ
law. Similarly, the CBO baseline represents the Congression
Budget Office se‘frojections of Federal revenue if current policies re-
main unchanged.

Total tax revenues in Chart 17 include the changes brought
about by legislation enacted in 1993, including the Omnibus Budg-
et Reconciliation Act of 1993 and the North American Free Trade

ment Implementation Act. Administration estimates of the
1993 legislation are reprinted in Appendix F.

Total tax revenues would increase under President Clinton’s
1995 budget proposals. These proposals, which include increases in
various user fees and other receipts in the President’s Health Secu-
rity Act (not including the employer mandated premiums), are list-
ed in Chart 18. Administration estimates of total tax revenues, in-
cluding the 1995 budget proposals, are reprinted in Appendix F.

(101)
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Chart 18. ADMINISTRATION PROPOSALS ON RECEIPTS—Contin
[CBO reestimates** in billions of dollars]
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Chart 18

Administration Proposals on Receipts

HEALTH SECURITY ACT

The Administration’s Health Security Act, which was transmit-
ted to Congress on November 20, 1993, would provide insurance to
all legal residents of the United States for a wide range of medical
services. The mtﬂor provisions of the Health Security Act that af-
fect governmental receipts include the following:

Premium mandates. Employers would be required to pay, on av-
erage, 80 percent of the health insurance premiums for each of the
employer’s employees. However, no employer would be required to
pay more than 7.9 percent of the employer’s total payroll, and some
small employers would pay no more than 3.5 percent ogfayroll, de-
gendjnaf upon the size of the firm and its average annual wage. The

ederal government would pay any premiums in excess of these

caps.

Fndividuals generally would be required to pay the difference be-
tween the actual cost of the plan they select through an alliance
and 80 percent of the average premium (unless the employer pays
more than 80 percent, in which case the individual obligation is re-
duced). Self~~emploiyed and unemployed individuals generally would
pay both the employer and individual share of premiums. Low-in-
come workers, the unemployed, and early retirees would receive
Federal subsidies in the form of premium discounts.

The premium mandates would be effective January 1, 1998.

Assessment on corporate alliance employers. An annual assess-
ment equal to one-percent of payroll would be imposed on firms
that ﬁrovide health insurance through a corporate alliance. The
payroll assessment would be effective January 1, 1996.
ax on tobacco products. The excise tax on cigarettes would be
raised to $.99 per pack, an increase of $.75 per pack, effective Octo-
ber 1, 1994. Comparable increases in Federal excise taxes on other
tobacco products are also proposed.

Deduction for health insurance costs of self-employed individuals.
The health insurance deduction for self-employed individuals would
be increased to 100 percent of premiums paid to a health alliance
for the comprehensive benefit package. The current 25 percent
health insurance deduction for self-employed taxpayers would re-
main in effect until the taxpayer’s State of residence establishes a
regional alliance.

Exclusion of employer-provided health coverage. Effective Janu-
ary 1, 1997, contributions for health benefits made through cafe-
teria plans would no longer be excluded from an employee’s taxable
income. In addition, effective January 1, 2004, employer-paid pre-
miums for supplemental health coverage (coverage for benefits in
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excess of the basic comprehensive benefit package) would be tax-
able to the employee for income and employment tax purposes.

Deduction for qualified long-term care services. Effective for tax-
able years beginning after December 31, 1995, expenses incurred
by certain incapacitated individuals for qualified long-term care
services would be deductible as a medical expense (subject to the
current law 7.5 percent of adjusted gross income floor).

Modified tax treatment of qualified long-term care insurance pre-
miums and benefits. Effective for policies issued after December 31,
1995, premiums for 3ualiﬁed long-term care insurance would be de-
ductible as a medical expense (subject to the current law 7.5 per-
cent of adjusted gross income floor). Effective on that date, tax-
gayers would also be able to exclude from taxable income up to

150 per day in benefits paid under a long-term c~+e policy, pro-
vided the qualified policy did not provide benefits in .xcess of $150

er day. Taxpayers participating in plans providing more than
§150 per day in benefits would not be eligible for the exclusion. The
$150 cap would be adjusted annually for inflation. In addition, em-
ployers would be able to deduct the cost of premiums paid for
qualified long-term care coverage, and employees would be able to
exclude the value of coverage from taxable income.

Modified tax treatment of accelerated death benefits. Distributions
under a life insurance contract on the life of an insured individual
who is terminally ill and expected to die within 12 months (as sup-
ported by a doctor’s written certification) would be treated as an
amount paid by reason of death and would be excluded from tax-
able income with respect to such distributions made in taxable
years beginning after December 31, 1993.

Tax credit for the cost of personal assistance services required by
employed individuals. Impaired taxpayers with earned income
would be allowed to claim a non-refundable tax credit for 50 per-
cent of certain impairment-related personal assistance services ex-
penses, up to a maximum of $15,000 in expenses, effective for ex-
penses incurred in taxable years beginning after December 31,
1995. Specifically. the maximum allowable annual tax credit would
be the lesser of 50 percent of the taxpayer’s earned income or
$7,500. The credit would be gradually phased-out for taxpayers
with adjusted gross income between $50,000 and $70,000.

Tax credit for primary health services providers in health profes-
sional shortage areas. Effective for taxable years beginning after
December 31, 1994, physicians who receive the required certifi-
cation and commence work full-time in an area that is designated
as being short of health professionals would be eligible to receive
a non-refundable tax credit of $1,000 per month for up to 60
months. Certified nurse mid-wives, nurse practitioners, and physi-
cian assistants who work in health professional shortage areas
would receive a non-refundable tax credit of $500 per month for up
to 60 months.

Increased expensing limit for medical equipment in health profes-
sional shortage areas. The expensing limit for medical equipment
used by physicians who work full-time in a designated area and

laced in service after December 31, 1994 would be increased by

10,000.
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Modified self-empfzment tax treatment of certain subchapter S
corporation shareholders and partners. The Administration would

impose the self-employment Social Security and Medicare taxes on
the non-wage income of certain shareholders owning 2 percent or
more of the stock in a service industry subchapter S corporation,
and on such income of certain limited partners, effective for taxable
years beginning after December 31, 1995.

Modified rules governing determination of employment status. To
prevent employers from avoiding their health care premium pay-
ment responsibilities, the Secretary of the Treasury would be given
greater authority to prevent mischaracterization of employees as
independent contractors. In addition, the penalty for not reportin
a payment made to an independent contractor would be increaseg
to $50 or 5 percent of the payment, whichever was greater. These
changes would be effective for information returns due more than
30 days following date of enactment.

Modified tux treatment of health care organizations. The Admin-
istration’s reform plan would require all health plans receiving pre-
miums through health alliances to charge community rated pre-
miums for the comprehensive benefit paclg(age. The Administration
proposes to eliminate the favorable income tax treatment provided
to Blue Cross/Blue Shield organizations under current law. Specifi-
cally, such organizations would no longer be allowed to deduct the
difference between 25 percent of their health claims and adjusted
surplus. In addition, these organizations would be required to in-
clude 20 percent of the change in their unearned premium reserves
in taxable income. Generally, hospitals and other nonprofit health
care providers, including HMOs, will continue to qualify for tax ex-
emption under the Administration’s plan. However, a new require-
ment would have to be satisfied by organizations seeking tax ex-
emption under section 501(c)(3)—at least annually, each nonprofit
organization must draw up an assessment of community needs and
a plan to meet those needs. This community needs analysis, which
must be conducted with the participation of community representa-
tives, would supplement, not replace, the “community benefit”
standard under existing law. These changes generally would be ef-
fective for taxable years beginning after December 31, 1996.

Recapture of early retiree health premium discounts for high-in-
come taxpayers. Effective January 1, 1998, retirees between the
ages of 55 and 64 (early retirees) would be eligible for a discount
for the employer share of their health insurance premiums. How-
ever, single taxpgers with combined income above $90,000 and
married couples filing joint returns with combined income above
$115,000 would be required to repay the discount.

Assessments on employers to pa%' for coverage for early retirees. A
temporary assessment would be levied on employers who provide
health insurance benefits to early retirees. The assessment would
be levied for 3 years, 1998, 1999, and 2000, and in each year em-
ployers would pay 50 percent of the 'g'reater of: (1) the estimated
employer savings in the current year for providing health coverage
to retirees between the ages of 55 and 64 as a result of the health
care reform legislation, and (2) the annual average of the actual
early-retiree health benefits paid by the employer during the period
1991-93, adjusted for medical cost inflation.
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Modified employer contributions to post-retirement medical and
life insurance reserves and retiree health accounts maintained by
pension plans. Employers would no longer be able to contribute to
retiree medical 401(h) accounts in pension plans, generally effective
January 1, 1995. Moreover, additions to reserves for post-retire-
ment medical or life benefits in funded welfare benefit plans, typi-
cally Voluntary Employees Beneficiary Associations (VEBAs),
would be funded no more rapidly than over a period of at least 10
years.

Recapture of Medicare Part B subsidies for high-income tax-
payers. Effective January 1, 1996, high-income taxpayers who
choose to enroll in Medicare Part B would be required to pay addi-
tional premiums. The additional premium woulg increase the tax-
payer’s total contribution from about 25 'Ipercent of program costs
to about 75 percent of program costs. The additional premiums
would be phased in for single taxpayers with combined income
above $90,000 and married couples filing joint returns with com-
bined income above $115,000.

Extension of Medicare hospital insurance coverage to all State
and local government employees. Effective October 1, 1995, manda-
tory Medicare coverage would be extended to all employees of State
and local governments not covered under present law.

Assessment on premiums for health coverage purchased through
regional alliances. A 1.5 percent assessment would be levied on
premiums for health coverage purchased through regional alli-
ances.

Effect of employer mandate, cost containment, and subsidies on
individual income and payroll taxes. Economists generally assume
that, in the long run, wages adjust to reflect changes in employee
benefit costs so that total compensation costs remain constant. Be-
cause the Act would result in a net decrease in aggregate employer
health care costs over the budget period, there would be a cor-
responding net increase in agsregate cash wages and other frin%e
benefits. Since emﬁlloyer-provi ed health care is not taxable while
cash wages are, this shift in the composition of employee com-
pensation would result in increased income and payroll tax reve-

nues.
OTHER ADMINISTRATION REVENUE PROPOSALS

The Administration has made the following additional revenue
proposals:

Modified Federal pay raise (receipt effect). National and locality
pay increases woule sum to 1.6 percent in 1995, 2.2 &)'ercent in
1996, and 2.5 percent in each year, 1997 through 1999. These pro-
gosed pay adjustments affect employee contributions to the Civil

ervice Retirement System (CSRS).

Surcharge on civil judgments. Where the Justice Department
wins a judgment for civil debt, an enforceable 15 Yercent surcharge
would be added. The surcharge would apply to all judgments ren-
dered after September 30, 1994.

Funding refgrms relating to the Pension Benefit Guaranty Cor-
poration (receipt effect). The Administration has (froposed reforms
to assure that pensions of American workers and retirees remain
secure. In addition to strengthening the funding requirements for
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underfunded plans, the proposal modifies existing tax rules regard-
ing contributions to certain types of plans and modifies or elimi-
nates existing excise taxes levied on some pension plan contribu-

tions.
Reallocation of old age and survivors (OASI) and disability (DI)

insurance tax rates. To prevent the projected insolvency of the DI
trust fund, a reallocation of OASI and DI payroll tax rates is pro-
posed. The proposal has no net effect on receipts or the deficit.

Adjustment of civil monetary penalties for inflation. The Adminis-
tration proposes to adjust civil monetary penalties for inflation. A
“catch-up” adjustment would be effective October 1, 1994; addi-
tional a(%ustments would be made every four years, if needed.

Increase and/or establish new Bureau of Alcohol Tobacco and
Firearms (BATF) fees. Effective October 1, 1994, many existing fees
levied by the BATF on alcohol, tobacco and firearms would be in-
creased and several new fees would be established. The Adminis-
tration proposes that the amounts collected from these fees, which
are listed below, would be used to offset the costs of the Bureau
of Alcohol, Tobacco and Firearms.

Increase Federal firearms dealer license fee. Under current law,
firearms dealers pay $90 for an original 3-year license and $200 for
a 3-year renewal license. The Administration proposes to increase
the licensing fee to $600 per year. It is believed that this increase
would drastically reduce the number of dealers.

Leuvy fee on firearms importers. A sliding scale fee, based on the
number of firearms imported on a permit, would be levied on im-
porters of firearms.

Levy fee on applications for certification of labelling and testing
of alcoholic beverages. To offset the cost of operating the alcohol
compliance program, a fee would be charged for processing applica-
tions for certification of alcoholic beverage labels and for review of
formulae, statements of process, laboratory tests and other analy-
ses performed under the authority of the Federal Alcohol Adminis-
tration Act.

Increase Federal license and permit fees levied on manufacturers
of dealers in explosives. Existing fees levied un explosives manufac-
turers and dealers, which range from $2 to $50, would be increased
to range from $25 to $500.

Levy fee on applications for permits to manufacture alcohol and
tobacco products. A fee, to be based on the size of the business,
would be levied on original applications for permits to manufacture
alcohol and tobacco.

Modify collection of alcohol special occupational tax. In order to
increase compliance, wholesalers would not be able to sell to retail-
ers until the retailer shows evidence that the special occupational
tax has been paid.

Increase and/or expand fees collected under the securities laws.
Effective October 1, 1994, several existing securities-related fees
would be increased and/or expanded to new markets. Amounts col-
lected from these fees, which are listed below, would be derosited
into a special fund to be established in the Treasury to fully-fund
the Securities and Exchange Commission (SEC). The Administra-
tion proposes that the amounts collected in excess of the SEC’s ap-
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propriation’ would be deposited in the General Fund of the Treas-

ury.

Increase tender offer and merger acquisition fees. The existing
fees, which are 1/50th of one percent of the cash, securities or prop-
erty involved in a tender offer or merger acquisition, would be in-
creased to 1/29th of one percent.

Increase securities sales fee. The fee on the sale of all U.S. ex-
change-listed securities would be increased from 1/300th of one per-
cent of the sale to 1/250th of one percent of the sale. In addition,
the fee would be expanded to cover the sale of all over-the-counter
securities transactions effective January 1, 1995.

Increase securities registration fee. Applicants filing securities
registration statements currently pay a fee equal to 1/50th of one
percent of the maximum aggregate price at which the securities are
proposed to be offered. An increase in the fee to 1/29th of one per-
cent is proposed.

Increase investment advisor registration fee. The existing one-
time registration fee of $150 levied on investment advisors would
be increased to an annual fee based on the volume of assets under
management.

Levy fees on users of Federal fisheries. Effective October 1, 1994,
fees would be levied on the beneficiaries of Federal fisheries man-
agement programs. Amounts collected would be used to rebuild
U.S. fisheries and to maintain the productivity of healthy fisheries.

TAX SIMPLIFICATION

The Administration supports revenue-neutral initiatives designed
to promote sensible and equitable administration of the internal
revenue laws. These include tax simplification, technical correc-

tions, and taxpayer compliance measures.

EXPIRING TAX PROVISIONS

Employer-Provided Educational Assistance. The Budget does not
include a proposal to extend the tax-favored treatment of employer-
provided educational assistance, which is scheduled to expire on
December 31, 1994.

Targeted Jobs Tax Credit. The Budget does not include a pro-
posal to extend the targeted jobs tax credit, which is scheduled to
expire on December 31, 1994.

Orphan Drug Tax Credit. The Budget does not include a proposal
to extend the tax credit for expenses paid or incurred for the clini-
cal testing of drugs that are used to treat rare diseases (the “Or-
gharlx 9lgrug Tax Credit”), which is scheduled to expire on December

1, 1994.

Allocation of R&E Expenses. OBRA '93 generally allows tax-
payers to allocate 50 percent of domestic-incurred research and ex-
perimentation (“R&E”) expenditures to their domestic income and
50 percent of foreign-incurred R&E expenditures to their foreign
income for a specified one-year period. This one-year period expires
as early as August 31, 1994 for some taxpayers. The Budget does
not include a proposal to extend these rules for the allocation of

R&E expenditures beyond this period.
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Research Tax Credit. The Budget does not include a proposal to
extend the credit for certain research and experimentation costs,
which is scheduled to expire on June 30, 1995.

ANTICIPATED PROPOSALS

Superfund. The Administration has forwarded to Congress a
Superfund reform bill. The Budget does not reflect the impact of
this legislative proposal because it was incomplete when the 1995
budget data base was locked. The bill, when finalized, will contain
significant tax provisions, including (1) an extension of the existing
Superfund taxes (on petroleum products, certain chemicals, and on
the modified alternative minimum taxable income of corporations
to the extent it exceeds $2 million) and (2) new taxes on insurance
companies to fund settlements between insurers and policyholders

concerning Superfund cleanup costs.
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CHART 19.—MAJOR TAX EXPENDITURES IN THE INCOME TAX,

RANKED BY TOTAL 1995 REVENUE LOSS
[In millions of dollars]

Total Revenue Loss 1995
Exclusion of employer contributions for medical insurance premiums and medical

CATB .oovrveerieertrireesse e bsssssssnsssss s stase s st see s bbb e s resbesa b e bR se R s et st saseenanees 56,265
Net exclusion of employer pension contnbutuons and arnings .........ceeevervennnnes 55,540
Deductibility of mortgage interest on owner-occupied homes ..........coeovcrvennenrvenne. 54,800
Step-up basis of capital gains at death ..............ccoeeeevereeeirrecrsrnsereneens 28,305
Accelerated depreciation (normal tax method) ...... ..coccoveveeeeeeeenenreeceencesnseesecennne 27,495
Deductibility of nonbusiness State and local taxes other than on owner-occupied

HOMES .......cveorrererrnerrssrensesssssnssssssneseseenns reerr e s e asnan 25,640
Deductibility of charitable contributions (all types) .........c.ceeuevrensvnnsrincironsnnnns 19,330
Exclusion of OASI benefits for retired WOTKErS ...............cccoevvveevrervnnnnersenssnnnsssasenns 16,525
Deductibility of State and local property tax on owner-occupied homes .................. 14,655
Deferral of capital gains on hOME SAIES ...........cccovvirrevirmmerieeinnsrnecsiessrsseaneessns 14,620
Exclusion of interest on public purpose State and local debt .............cccooevvrrrenenrnene 12,350
Exclusion of interest on life iNSUrANCE SAVINES ..........cc..ovcevvvrvercnreriecnrnnessesssaessenns 8,730
Exclusion of interest on State and local debt for various non-public purposes ...... 1,515
Preferential treatment of capital gains (normal tax method) ................ccooevermerrneecee 6,920
Exception from passive loss rules for $25,000 of rental 10SS ..........ccooeovvrveecerrvrennee 51775
Net exclusion of Individual Retirement Account contributions and earnings ........... 5,290
Earned inCOME CrEAIL ! .........ouuceerveriercesee et sessssssssssssssssssassenssssssseneans 5,100
Exclusion of capital gains on home sales for persons age 55 and over ................. 4,960
Exclusion of workmen's compensation benefits .................ccccoeerermrrennerreensrvesssesssennns 4,455
Graduated corporation income tax rate (normal tax method) .........ccccveerrcrrerennnene 3,890
Net exclusion of Keogh plan contributions and earnings. .........c.cccooevmrerrrveereresrnnnnns 3,875
Exclusion of social security benefits for dependents and survivors ... 3,730
Deductibility of MediCal BXPENSES ...........ccccvevererererresrineenienressissessessssnesssensssssssesaes 3,560
Exclusion of employer premiums on group term life inSurance ............ccoeeercernenene 2,880
Credit for child and dependent Care EXPENSES ..............ccovverrerrsemmsseessessssssssssassenns 2,820
Tax credit for corporations receiving income from doing business in U.S. posses-

SIONS .ovvreecrrerer e eesssssssss bbb bbb R R R AR R R AR et 2,630
Expensing of research and development expenditures (normal tax method) ........... 2,390
Credit for low-income housing inVEStMENLS ..............coceveevreeerenreessrenensinsssessesesssssnnes 2,265
Exclusion of benefits and allowances to armed forces personnel .............ccooevvvennce 2,030
Exclusion of reimbursed employee parking eXPENSES ...........co.veeervemmesrersessessssssanes 1,930
Exclusion of veterans disability compensation ...............cc.ccoereerrmerimnemsnnnseenssnnessense 1,920
Exclusion of social security disability insurance benefits .............coeeveerernrreneerrnnnens 1,905
Special ESOP rules (other than investment credit) ..........cc.cccoeeecenmeerrconneenrerernrennnes 1,760
Deferral of income from controlied foreign corporations (normal tax method) ........ 1,700
Expensing of certain small investments (normal tax method) ...........ccooovvrvevemerennee. 1,560
Additional deduction for the @lderly ..............ccuvrrveruiiirecrneneiiesinsessssnss 1,555
Exclusion of income of foreign sales COTPOrations ................ceeuereeerrsnensenessessssssenne 1,400
Excess of percentage over cost depletion, fuel and nonfuel minerals ..................... 1,330
Inventory property sales source rules exception .............c..coconverenereresesersnserssssssesens 1,300
Credit for increasing research aCivties .................coocvuueenercreesiennsensssssssssesssesssseens 1,270
Deferral of interest on Savings DONMS .............ccooccevvveivvveercrceissssssssessssssssssenns 1,250
Alternative fuel production Credit ..................cooccerevereerrvneresecesensssnnssssssnsssssssssens 970
Deferral of income from post 1987 installment Sales ............cooueemerrrrememnesrsenennne 935
Exclusion of income earned abroad by United States Citizens ............ccowcererermsccens g;)g

Exclusion of scholarship and fellowship income (normal tax method) .........ccccooeres
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CHART 19.—MAJOR TAX EXPENDITURES IN THE INCOME TAX,
RANKED BY TOTAL 1995 REVENUE LOSS—Continued

[In millions of dollars)

Total Revenue Loss 1995
Exclusion of employer provided Child Care .............cccocovveeeerrenenrrnenrrenesennsessvnsssenssens 125
Exemption of RIC expenses from the 2% floor for miscellaneous itemized deduc-

BHONS ....oocvcirrerenersr et e s bbb s st bR et 690
Exclusion of public assistance benefits (normal tax method) ..........cceeevevrvirvennnees 585
Expensing of multiperiod timber rowing COStS ..............ccceerriverrveemeerenmunecnessenesnnes 575
Exclusion of employee meals and lodging (other than military) ............ccooovvervvrnnecs 550
Parental personal exemption for students age 19 or Over ...........ceereevrverrennnes 535
Exclusion of railroad retirement system benefits ...........ccoevevevnnvveieenevennennnsennne 400
Targeted JODS CrRdit .............ccccvverveernnenrerrernniennnesnesessesssessssiens o2 srsssssssssessssesnes 395
Exemption of credit UNION INCOME ..............cunvereercereirecsienicenne s cevebsssessessssssnsens 380
EMPOWBINENL ZONES .........covvereeetnnencereessensessensessssesssssssssssstes ssssesssssssassasssessesssans 330
Deferral of gains from sale of broadcasting facilities to minority owned business 290
Exclusion of parsonage SlIOWANCES ..............ccc.coeeeeernnrriernnsenessesnerssesesssnssensssessnens 290
Suspension of the allocation of research and experimentation expenditures ........... 270
Deductibility of CASUAIY 10SSES .........ccveeerririrrrerirensiire i sssbesesssesssens 230
Expensing of exploration and development costs, fuel and nonfuel minerals ......... 210
Amortization of start-up costs (normal tax method) ..........c.ccocevvvvneinevenvnrnsererennne 200
Credit for disabled access expenditures ...............ccecvmrenerrssnsinnsssessenssessnsssenesessans 160
Permanent exceptions from imputed interest rules ............cooovoreeeeecereerinerennasssnns 150
Exclusion from income of conservation subsidies provided by public utilities ........ 145
Capital gains treatment of certain agricultural iRCOME .........c.ccevrrrrreereurerernecsnnenns 140
Exclusion of employer premiums on accident and disability insurance ............ccoo... 140
Small life insurance cOmpany dRAUCHION ...........coeevervirveeeerenrssnnemeressasessnsesessessnses 135
Carryover basis of capital gains on Gifts ...........cccoeeererinerrcnnennnsssessnessesssessssnens 130
Exclusion of military disability PenSiONS ..............ccccvumenmnerinnncirnnersensssssssssessssesenns 130
Special Blue Cross/Blue Shield deduction ............cveeerennenneessnseresssssessssneses 125
Tax incentives for preservation of historic StrUCtUIES ..........ccoecerverrvrernsernssieserssnnene 125
Cancellation of IRGEDIRANESS ........c.c.evereeererrrerrerrenrierresrsessenresssssssesssssssssmsssessasens 110
Tax exemption of certain inSUrance COMPANIES ...............cccvmerrersmerrnssssensssnsessesesens 110
Exclusion of special benefits for disabled coal MINErS ..........cccovevererrnerrieerenscrsenes 100
Interest allocation rules exception for certain financial operations ...........c..cccoverene. 95
Expensing of certain multiperiod production COSES ..........ccoocvrerrnrernccrinensecrnccisennane 85
Exclusion of employer provided educational asSiStanCe .............cccveeeeessessesernsennnee 85
Investment credit for rehabilitation of structures (other than historic) ................... 80
Exclusion of VELerans PENSIONS ...............ccceerremervverrnmsmemesssmsssssmsssssssssssssessssssssssssasses 75
Expensing of certain agricultural capital OULIAYS ..........ccccoeerivrnrnerssersnssnsernssisenns 70
Exclusion of Gl Dill DENEAILS ............ccouvrreecrnrmrinnnssnnmnisnnsssisnssens cossssssssssessssssssssssns , 65
New teChnology CrEdit ........c..cceverrereninernereeenrnssssssssssesssssssssssessssesssssssasssssssssasenes 65
Tax credit for the elderly and dlsabled ...................................................................... 65
Tax credit and deduction for clean-fuel burning vehicles and properties ................ 65
Exception from passive loss limitation for working interests in oil and gas prop- 0

BIHIBS .ovvvrrecnrsecenessnmsssssrsnssanssstsussssassssass s sss s b ss s RS R R Rt SRR
Special rules for mining reclamation reserves ...... 50

1The figure in the table indicates the effect of the earned income tax credit on receipts. The effect on

outlays in 1995 is $15,795 million.
Note: Provisions with estimates denoted “normal tax method” have no revenue loss under the reference

tax law method.
Source: Presidents fiscal year 1995 budget, table 6.6—Analytical Perspectives.



Chart 19

Tax Expenditures

Chart 19 provides a list of major income tax expenditures,
ranked according to their projected 1995 revenue loss. This table
is reprinted from the President’s fiscal year 1995 budget.

Section 3(3) of the Congressional Budget and Impoundment Con-
trol Act of 1974 (the “Budget Act of 1974”) defines tax expenditures
as “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 s?ecial credit, a preferential
rate of tax or a deferral of tax liability.” These special income tax
provisions are referred to as tax expenditures because they are con-
sidered to be analogous, to direct outlay or direct expenditure pro-
grams, and thus can be utilized by the Government as alternative
means of accomplishing budget policy objectives. Estimates of tax
expenditures provide a measure of the economic benefits that are
provided through the tax laws to various groups of taxpayers and
sectors of the economy.

The Budget Act of 1974 requires a list of tax expenditures to be
included in the budget. The Budget Act of 1974 does not specify,
however, which baseline provisions must be used in determining
whether specific tax provisions should be treated as tax expendi-
ture items. The tax expenditure estimates provided in the Presi-
dent’s budget are presented using two baselines—the “normal tax
baseline,” which is used by the Joint Committee on Taxation, and
the “reference tax law baseline,” which has been used by the Ad-
ministration since 1983.

The “normal tax baseline” generally defines income as the sum
of consumption and the change in net wealth in a given period of
time. A provision is generally classified as a tax expenditure if the
provision represents a departure from the taxation of economic in-
come that is made for reasons other than administrative feasibility.
The “reference tax law baseline” generally takes a broader view of
those provisions that should be considered a part of the normal tax
law. Tax expenditures under the reference tax law baseline are
limited to special exceptions in the tax code that serve pro-
grammatic functions within specific budget categories, such as na-
tional defense, agriculture, or health care. Because the Joint Com-
mittee on Taxation uses a methodology that involves a narrower
concept of normal tax law, it generally includes more tax provisions
in its list of tax expenditures than the Administration. Items that
would be tax expenditures only under the normal tax law method
are separately identified in the President’s budget.

The tax expenditure tables from the President’s budget are re-
printed in Appendix E. These tables reflect both the Administra-
tion’s estimates of the budget outlay equivalent for tax expendi-
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tures and the Administration’s estimates of the revenue loss for tax
expenditures. The “outlay equivalent” is the amount of outlay that
would be required to provide the taxpayer the same after-tax in-
come as would be received through a comparable tax preference.
The outlay equivalent may not equal the revenue loss estimate for
all tax expenditure items. For example, where the outlay program
acts as a Government payment for services, i.e., increases the tax-
payer’s pre-tax income, the outlay equivalent would be larger than
the revenue loss because the Government would be required to
make larger cash payments to an individual in order to provide the
same after-tax benefit as a tax preference. The President’s budget
includes a separate table for tax expenditures in the estate and gift
tax area, which is reprinted as table 6-5 in Appendix E. Because
there is no generally accepted normal tax baseline for estate and
gift taxes, the Joint Committee on Taxation does not estimate tax
expenditures in this area.

ax disincentives that result in higher tax liabilities, which are
sometimes referred to as “negative” tax expenditures, are not in-
cluded in Chart 19 or the tables reprinted in Appendix E. A per-
sonal exemption for each individual taxpayer is included within the
normal income tax structure. The phase-out of personal exemptions
for high income taxpayers increases a taxpayer’s liability and thus
is one example of a negative tax expenditure.

Because there is no precise definition for tax expenditures, the
Process of listing tax expenditures is inherently judgmental. The
isting of a provision as a “tax expenditure” here is not intended
to imply approval or disapproval, or any judgment about the effec-
tiveness of any particular provision.
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Chart 20.—PUBLIC DEBT AND THE STATUTORY LIMIT
[CBO BASELINE AND REESTIMATES OF THE PRESIDENT'S BUDGET)
[By fiscal year, in billions of dollars]

Actual
1993 1994 1995 1996 1997 1998 1999

Baseline
Gross Federal Debt .................. 4351 4,693 5005 5330 5673 6,019 639
Debt Held by Government
Accounts:
Social Security .................... 366 428 498 573 657 749 848
Other government.
accounts ! .........cooounene.n. 738 801 854 910 961 1,011 1,051
Total 1,104 1229 1352 1483 1618 1759 1,899
Debt Held by the Public .......... 3247 3465 3653 3846 4,055 4,260 4,492
Debt Subject to Limit2 ............ 4316 4,657 4,968 5292 5634 5980 6,350
Debt Held by the Public as a Percentage of GDP
Debt Held by the Public .......... 516 522 521 521 521 521 523
Estimates of the President’s Budgetary Proposals
Gross Federal Debt .................. 43512 4,693 5008 5322 5659 6,005 6,364
Debt Held by Government
Accounts:
Social Security ..........ceeuvenee 366 428 498 574 658 750 851
Other government.
accounts ! ........coocooernen. 138 801 854 908 957 1,003 1,040
Total ......covervierecnecnenrecnnne 1,004 1229 1352 1482 1615 1,754 13891
Debt Held by the Public .......... 3247 3464 3653 3840 4044 4251 4473
Debt Subject to Limit? ............ 4316 4,657 4967 5284 5621 5965 6,324
Debt Held by the Public as a Percentage of GDP
Debt Held by the Public .......... 516 522 521 520 520 519 520

VPrincipally Civil Service Rclinmont. Military Retirement, Medicare, unemployment insurance, and the Highway and

Airport and Airway trust fund
I?m Wm ms Mml debt primarily because most debt issued by agencies other than the Treasury is

ududodﬁumﬂldebt imit.

SOURCE: Congressiona! Budget Offics.
NOTE: Projections of interest assume compliance with the discretionary spending caps in the Budget Enforcement Act.



Chart 20

Public Debt and the Statutory Limit

The Finance Committee has jurisdiction over “bonded debt of the
United States” which includes financing the public debt (see chart
16 on “Interest”); issuance of public debt; and the Statutory Limit
on the Public Debt. :

There are three basic tabulations of federal debt: (1) Gross Fed-
eral Debt, (2) Debt Held by the Public, and (3) Debt Subject to
Statutory Limit. Chart 20 displays each of these tabulations for fis-
cal years 1994 through 1999. For historical data, see Appendix G.

Gross Federal Debt is a measure of all federal government
debt securities outstanding, whether issued by the Treasury
(Treasury debt) or by other agencies (agency debt) and whether
held by the public or by éovemment accounts. Currently, approxi-
mately three-quarters of Gross Federal Debt is held by the public,
while one-quarter is held by government accounts.

A substantial afor(:ion of debt held by government accounts is
held by the Social Security Trust funds. In fiscal year 1994, 9 per-
cent of gross federal debt is held by the Social Security trust funds;
that percentage will increase to 13 percent by fiscal year 1999.

Debt Held by the Public is that part of the Gross Federal Debt
held outside of the federal government. This includes any federal
debt held by individuals, corporations, state or local governments,
the Federal Reserve System, and foreign governments and central
banks. Debt held by government trust funds, revolving funds, and
special funds is excluded from Debt Held by the Public.

Debt Held by the Public is often regarded as the most useful
measure of debt, since it measures the federal government’s bor-
rowing from the public.

Debt Subject to Statutory Limit sets a statutory ceiling on
the issuance of public, or Treasury, debt. It includes virtually all
Treasury debt. It affects securities sold to the public as well as
those issued to federal trust funds. Therefore, it is practically iden-
tical to the Gross Federal debt.! .

Historically, increases in the statutory ceiling on the public debt
have sometimes been permanent, and other times temporary. As
part of the Omnibus Budget Reconciliation Act of 1993, the Con-
Eress permanently raised the limit on the public debt to $4.9 tril-

on, a level currently estimated by the Department of the Treasury
and the Congressional Budget Office to be sufficient to accommo-
date Federal borrowing through late Spring or early Summer of

1995.

1The minor differences between Gross Debt and Debt Subject to Limit are chiei;lr attributable
to securities issued by agencies other than the Treasury, such as the Tennessee Valley Author-
ity, which are exempt from the limit.
(119)
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Chart 21.—ENTITLEMENT SPENDING CONTROLS !
[In billions of dollars]

1994 1995 199% 1997 1994-97

Changes to mandatory targets

Initial mandatory targets (Executive

Order 12857) 746.4 784.7 823.7 887.7 ..
Adjustments for:

Increase in beneficiaries ................. 57 8.0 10.2 14.1 38.1

Changes in receipts ... -0.1 -0.1 -02 -0l -05

Changes due to category shifts ...... 0.0 -0.0 -0.1 -0.0 -01
Total adjustments ............cooeuveeerevenereene 5.6 19 10.0 14.0 37.5
Current mandatory targets .................. 752.0 792.7 833.7 901.7 e

Changes to outiays under current

laws

Outlays under current law as of Au-

guSt 1993 ..ot 746.4 784.7 823.7 887.7 .
Adjustments for:

Increase in beneficiaries ................ 57 8.0 10.2 14.1 38.1

Decreases in beneficiaries .............. -16 -41 =21 -2l —15.9

Cost of living adjustments ............. -14 -10 1.1 4.0 2.7

Other inflation 04 13 24 4.6 8.7

Other technicals -89 -142 -90 -208 528
Total adjustments .........cceecereescrcnnnns -118 -100 26 -01 -193
Outlays under current law as of Janu-

ary 1994 734.6 774.7 826.3 8876 .
Amount over (+) or under (—) the

current target ............ccerrerrsreisennnn -174 -180 -74 -141 -568

1This chart was reprinted from table 15-1 of the “Analytical Perspectives Vol. of the President's FY
1995 Budget.”
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Entitlement Spending Controls: Review of Direct Spending
and Receipts

As explained in the summary of the budget process (Appendix A),
the Budget Enforcement Act of 1990 established mechanisms: (1)
to cap the growth of discretionary spending and (2) to require defi-
cit neutrality of new entitlement sKendmg and tax legislation.
However, one aspect of deficit growth not addressed by the BEA
was growth in mandatory spendinf programs.

Consequently, the House-passed version of the Omnibus Budget
Reconciliation Act of 1993 (OBRA-93) included a new direct spend-
ing review process to control unanticipated inflation in entitlement
programs. The provisions were later dropﬁed in conference, but
were partially adopted on August 4, 1993 when: (1) President Clin-
ton signed an Executive Order 12587 effectuating the executive
procedures included in the House bill; and (2) the House adopted
a simple resolution effectuating the House procedures (both docu-
ments displayed in Appendix C).

The Executive Order re%uired OMB in September 1993 to set di-
rect spending targets for the levels of mandatory spending for fiscal
years 1994-97. The targets were set at baseline levels, based upon
anticipated inflation and Srojected numbers of beneficiaries. The
targets were then adjusted in the President’s FY 1995 Budget to
reflect changes in numbers of anticipated beneficiaries.

The principal purpose of the process is to focus presidential and
congressional attention on unanticipated inflation in mandatory
spending programs—specifically, inflation which was not antici-
pated in September 1993 when the targets were initially set.!

If OMB anticipates that the targets will be exceeded, the Presi-
dent is required—as part of each Budget submission—to propose
changes in mandatory programs or revenue increases to offset the
overage; or to transmit to Congress a special message explaining
why economic conditions justify the overage not being fully offset.

If the President recommends program changes or new revenues,
he is required to submit to the Congress, proposed Reconciliation
instructions (to the committees of Congress) to produce implement-
ing legislation. House Rules set forth special procedures to effec-
tuate the Reconciliation instructions as part of the Concurrent Res-
olution on the Budget. Although the Senate does not have similar

rocedures, a House-generated Reconciliation bill could eventually

sent to the Senate.

1In addition to inflation, other technical changes might be reflected in program overages such
as new interpretations of laws and additional spending for natural disasters.
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\
The President’s FY 95 Budget gojects that mandatory spending
for fiscal years 1994-97 will fall below the direct spending targets.
A special presidential message to reduce direct spending was there-
forezggt) triggered. (See FY 1995 Budget, Analytical Perspectives,
pg. 208. :
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I. OVERVIEW OF THE CURRENT BUDGET PROCESS

Prior to 1974, the Congress received the President’s Budget each
year and made various modifications to the requests, but respon-
sibility for overall budget policies and priorities rested primarily
with the President. In 1974, in response to this long-standing de-
pendence on the Administration’s budget, as well as the impound-
ment of appropriated funds by President Nixon, the Congress en-
acted the oane)ssional Budget and Impoundment Control Act of

ct).

1974 (Budget

A. Budget Act

The Budget Act created the Congressional Budget Office to pro-
vide Congress with a non-partisan, Legislative Branch source of
budget analgsis and review. The Act also established the Senate
and House Budget Committees which are responsible for producing

1
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a budget framework each year in the form of a Concurrent Resolu-
~ tion on the Budget (Budget Resolution). The Budget Resolution—
once passed by the full House and Senate—serves as the basis for
a series of points of order which may be raised on the Senate and
House Floors in objection to legislation violatin}glespending and rev-
enue levels set in the Resolution. The Budget Resolution may also
require Committees to produce a Reconciliation Bill to change reve-
nue and spending policies. (See Appendix D, below, on Budget
Points of Order.)

The Budget Act, as originally conceived, was not designed to
achieve any particular fiscal result. Rather, it was designed to give
the Congress an overview of fiscal policy and a means of enforcing
budgetary objectives. When deficits began to grow rapidly in the
early 1980’s, interest grew in creating new procedures designed ex-
plicitly for holding down deficits.

B. Gramm-Rudman-Hollings

In 1985—in response to burgeoning deficits—Congress enacted
the Balanced Budget and Emergency Deficit Control Act of 1985
(commonly referred to as Gramm-Rudman-Hollings or “GRH”)
sitggfd at bringing the Federal budget into balance by fiscal year

The GRH Act established a series of declining annual deficit tar-
gets and created an automatic spending-reduction process (known
as sequestration) intended to ensure that the deficit targets were
adhered to even if Congress and the President failed to reduce the
deficit sufficiently through legislative action.

By 1987 it had already become clear that Congress would not
balance the budfet by 1991. The targets were amended in 1987 and
the goal of a balanced budget was pushed back to fiscal year 1993.

The Congressional Budget Office notes that “although GRH may
have held the deficits below what they would otherwise have been
it clearlg did not lower the deficit to anywhere close to the targeteci
level. The original deficit target for 1990 . . . was $36 billion. The
revised 1990 target, established in 1987, was $100 billion. The ac-

tual deficit for that year was $221 billion.” !

C. Budget Enforcement Act of 1990 and OBRA-93: Discretionary
Caps & PAY-GO

With deficits apparently out of control in 1990, the Bush Admin-
istration and Congress embarked on a Budget Summit which even-
tually produced an agreement designed to reduce projected deficits
by half a trillion dollars over fiscal years 1991-1995. As part of the
agreement, the GRH procedures were largely replaced by the Budg-
et Enforcement Act (BEA) which contained procedures to enforce
the 5-year budget ag{;ement. The old GRH annual deficit targets—
which expire after 95—were left in place but are now largely
irrelevant (because they are annually adjusted upward for changes
in economics and other factors). )

The BEA set up separate enforcement mechanisms for (1) discre-
tionary spending and (2) revenues & direct s(i)ending. These mecha-
nisms—caps on discretionary spending and a pay-as you-go re-

1CBO, Economic and Budget Outlook: Fiscal years 1994-1998, January 26, 1993, pg. 84.
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quirement—replaced the previous GRH focus on declining deficit
targets with a concentration on limiting the deficit impact of new
legislation. According to CBO, “in general, the process the BEA es-
tablished has been successful in preserving the deficit reductions
enacted in 1990, even though other factors 2 have caused a substan-
tial increase in the projected deficits since then.”3

Discretionary spending caps. The first BEA enforcement mecha-
nism placed caps on discretionary spending—i.e., spending that is
controlled in annual appropriations acts. For fiscal years 1991-
1993, spending caps were established for each of three categories—
defense, international, and domestic spending. For fiscal years
19941995, spendin caéws were put into place only for total discre-
tionary spending. The Omnibus Budget Reconciliation Act of 1993
(OBRA-93) extended the overall discretionary spending caps
through fiscal year 1998—essentially freezing discretion spend-
ing at or below fiscal year 1994 levels for 5 years. Any violation of
the spending caps is addressed through a sequestration (automatic
reduction) of discretionary spending.

PAY-GO. The BEA’s second major enforcement mechanism is the
pay-as-you-go (PAY-GO) process that applies to direct spending and
revenues—and therefore substantially impacts the jurisdiction of
the Finance Committee. Under PAY-GO, direct spending is com-
posed primarily of entitlements—i.e. laws mandating government
payments based on eligibility rules and benefit formulas, which are
not subject to annual appropriations controls. The PAY-GO process
originally applied to fiscal years 1991 through 1995. OBRA-93 ex-
tended the PAY-GO mechanism through fiscal year 1998.

The PAY-GO process requires that changes in direct spending
and revenues, combined, must not increase the deficit in any year
through fiscal year 1998. Therefore, an entitlement program can be
increased only if another entitlement is cut or if taxes or fees are
raised. Similarly, revenues can be lost through a new tax expendi-
ture only if other revenues are raised or direct spending is cut.
This requirement applies not to each new law individually, but to
the total of all laws affecting a fiscal year.

PAY-GO is a cumulative process. In calculating whether a deficit
increase has occurred, net savings enacted for one fiscal year can
be used to offset net increases in the subsequent year. The Office
of Management and Budget (OMB), which implements PAY-GO,
maintains a PAY-GO “scorecard” of deficit effects for each fiscal
f'ear through fiscal year 1998 from direct spending and revenue
egislation enacted since 1991.

OMB enforces the PAY-GO requirements through sequestration.
If at the end of a congressional session, the bottom line shows a
combined net deficit increase for the fiscal years just-beginning and
just-ended, OMB is required to implement across-the-board cuts in

all non-exempt direct spending programs. &

2The other factors were principally the recession and health care inflation.

SCBO, Economic and Budget Outlook: Fiscal years 1994-1998, January 26, 1993, pg. 84.

4 As with discretionary spending, spending for designated emergency needs is exempt from the
PAY-GO requirement.

8For example, in November of 1994, OMB will look at the deficit effects for fiscal years 1994
and 1995 of all direct spending and revenue legislation enacted since PAY-GO scoring began
in 1991. If the combined bottom lines for fiscal years 1994 and 1995 show a deficit increase,

Continued
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Sequestration is suspended if a declaration of war is in effect or
if Congress enacts a joint resolution triggered by a “low-growth” re-
port by CBO. A sequestration order my be modified by a special
Joint resolution introduced by the Majority Leader or by passing a
special Reconciliation bill for that purpose.

D. 10-Year Point of Order in the Senate

The Budget Resolution adopted in 1993 created a point of order
in the Senate more stringent than the PAY-GO process. Section
12(c) of the fiscal year 1994 Budget Resolution prohibited the con-
sideration of legislation which would increase the deficit for any in-
dividual fiscal year thrmh fiscal year 2003. This extended 5 years
beyond PAY-GO and—unlike PAY-GO—did not permit savings en-
acted for one fiscal year to be used to offset net increases in the
subsequent year.

The 10-year point of order will remain in effect for fiscal year
1995, but with a couple of changes. The fiscal year 1995 Budget
Resolution changes the point of order by limiting its outyear budget
restrictions to measures causing deficit increases over budget years
6-through-10, rather than focusing on each year individually. In ad-
dition, the lanﬁage clarifies that PAY-GO surpluses created since
OBRA-93 can be used to offset deficit calculations over the budget

period.
E. Entitlement Review Process

As explained above, the BEA established mechanisms: (1) to cap
the growth of discretionary spending and (2) to require deficit neu-
trality of new entitlement spending and tax legislation. However,
one aspect of deficit growth not addressed by the BEA is growth
in mandatory spending programs.

Consequently, the House-passed version of OBRA-93 included a
new direct spending review process to control unanticipated infla-
tion in entitlement programs. The provisions were later dropped in
conference, but were partially adopted on Aug. 4, 1993 when: (1)
President Clinton signed an Executive Order 12587 effectuating
the executive dprocedure:s included in the House bill and (2) the
House adopted a simple resolution effectuating the House proce-
dures (both documents displayed in Appendix C). .

The Executive Order required OMB last September to set direct
spending targets for the levels of mandatory sYlending for fiscal
years 1994-1997. The targets were set at baseline levels, 'ba.sed
ugon anticipated inflation and projected numbers of beneficiaries.
The targets were then adjusted in the fiscal year 1995 budget sub-
mission to reflect changes in numbers of anticipated beneficiaries.

%ﬂ'&d B%quaaﬁ (across-the-board cuts) of non-exempt mandatory spending programs would be
Abcut 8%% of outlays associated with direct spending programs are statutorily exempt from
automatic sequestration cuts. Exempt programs include &cml Security, Federal retirement and
disability programs, net interest, certain low-income programs, veterans’ compensation and pen-
sions, tyulur State unemployment insurance benefits, and certain types of resources such as un-
ob%ga balances of budget authority for non-defense programs.
nder the automatic sequestration of non-exempt ?mgmms. the se%t_x_e:lt‘er calculations are
made 80 that two programs with automatic ndlnﬂj ncreases (COLAs e special milk pro-
gam and vocational rehabilitation—are cut followed by two special-rule programs (Staf-
r:il ftgm formerly q:'l":l‘;e guaranteed student lo:n:, and fomg; care and adaqghwn m.
and then Medicare an remaining non-exempt direct spending programs. The cu -
care under PAY-GO is limited to four percent.
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The princaifal purpose of the process is to focus presidential and
congressional attention on unanticipated inflation in mandato

- spending programs—specifically, inflation which was not antici-
pated in September 1993 when the targets were initially set.®

If OMB anticipates that the targets will be exceeded, the Presi-
dent is required—as part of each Budget submission—to propose
changes in mandatory programs or revenue increases to offset the
overage; or to send up a special message explainin§ why economic
conditions &'ustify the overage not being fully offset. If the President
recommends program changes or new revenues, he is required to
submit to the Congress, pro]posed Reconciliation instructions to the
committees to produce implementing legislation. House Rules set
forth special procedures to effectuate the Reconciliation instruc-
tions as part of the Budget Resolution. Although the Senate does
not have similar procedures, a House-generated Reconciliation bill
could eventually be sent to the Senate.

The President’s fiscal year 1995 Budget Frojects that mandato
spending for fiscal years 1994-1997 will fall below the direct spend-
ing targets, so a special presidential message to reduce direct
spending was not required. (See Chart 21 and Appendix C)

II. KEY CONCEPTS

A. The 3-Tier Legislative Process—Authorizations; Revenue-Raising
and Appropriations; and the Budget Process

The U.S. Constitution gives Congress the power to raise and allo-
cate the resources of the Federal él(;vemment. 7 In order to accom-
plish this task, Congress has developed three fiscal processes.

First, Congress has an authorizations process which creates Fed-
eral spending programs to respond to national needs. The Senate
has 17 authorizing committees (including the Finance Committee)
and the House has 20 authorizing committees. Each authorizing
committee has jurisdiction over particular areas of national con-
cern.

The second tier is revenue-raising and appropriations. The Sen-
ate Finance and House Ways and Means gommittees raise reve-
nues to finance authorized programs and the Apgropriations Com-
mittee in each House of Congress allocates funds among the au-
thorized programs. (However, authorizing committees can, in effect,
spend money directly by enacting programs which require the Fed-
eral Government to pay specified benefits to a specified class of
beneficiaries—see “Major Categories of Federal Spending—Entitle-
ments” below.)

The third—and newest—fiscal process in Congress is the congres-
sional budget process. Under this process, Congress annually estab-
lishes an overall fiscal policy on how much total spending and reve-
nues ought to be and how total spending should be divided among
the major categories of spending, i.e., defense, non-defense discre-
tionary, entitlements, etc. (see major categories of Federal spend-

ing, below).

%In addition to inflation other technical changes might be reflected in program overages such
as new interpretations of laws and additional spending for natural disasters.
7 Article I, Section 9 of the U.S. Constitution provides that “no money shall be drawn from

the Treasury, but in consequence of appropriations made by law.”
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B. The Federal Budget

There are two separate and distinct Federal budgets: the Presi-
dent’s budget and the congressional budget. Not later than the first
Monday in February of each year, the President submits to the
Congress his budget plan for the fiscal year which will start 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 the dollar amounts he estimates
and proposes for each individual program of government.

The congressional budget is a concurrent resolution regorted
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 a‘%greiates: total revenues, total outlays, total budget au-
thority. The budget resolution does include a breakdown of the
Xgrlldmg totals by broad functional categories such as “Energy,”

8
“Agriculture,” and “Health,” but this breakdown is not binding.

oth 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.
C. Federal Revenues

The Federal Budget is customarily viewed as having two
“gides”—a “spending side” and a “revenue side.” Following is an ex-
glanation of revenues. Spending is discussed in subsequent sec-

ions.

The term “revenues”—as used in the congressional budget proc-
ess—is a synonym for “governmental receipts.” Governmental re-
ceipts are collections from the public based on the government’s ex-
ercise of its sovereign powers. They include taxes, duties, compul-
soxx' social insurance premiums, court fines, compulsory licenses,
and deposits of earnings in the Federal Reserve System.

Congress’ authority to raise revenues is set forth in Article I, sec-
tion 8, clause 1, of the Constitution which provides: “The Congress
shall have Power to lay and collect Taxes, Duties, Imposts and Ex-
cises, to pay the Debts and provide for the common Defense and
general Welfare of the United States; but all Duties, Imposts and
Excises shall be uniform throughout the United States.”

Governmental receipts (revenues) do not include collections re-
ceived by the Federal Government for the sale of products or serv-
ices rendered (such as the sale of timber from Federal lands or en-
trance fees for national parks). Such collections are netted against
the Federal ?fending accounts in the budget and are thus called
“offsetting collections” or “offsetting receipts.” (See “collections” in
the glossary below, Appendix K)

It is not uncommon for issues to arise concerning whether par-
ticular government user charges are more appropriately regarded
as governmental receipts (on the revenue side of the budget) or as
offsetting collections/receilpts (on the s&inding side of the budget).
This issue is discussed below in Appendix O.
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Article I, section 7 of the U.S. Constitution (the Origination
Clause). provides that “All bills for raising revenue shall originate
in the House of Representatives; but the Senate may propose or
concur with Amendments as on other Bills.” The reason for the
Origination Clause is that the House—at the time—was the only
body directly elected by the people.® Even after the 17th Amend-
ment applied direct election to the Senate, the Origination Clause
remained in force.

This provision requires that revenue vehicles must originate in
the House. It does not preclude the Senate from beginning its con-
sideration of tax legislation before a House-originated tax vehicle
is transmitted to the Senate. For example, the Senate may consider
a revenue bill in the form of a Senate or (S.-bill), and then await
transmittal of a revenue bill from the House. The Senate can then
add or substitute provisions of the S.-bill as an amendment to the
H.R.-revenue vehicle and send the H.R.-revenue vehicle back to the
House of Representatives requesting a conference or the House’s
concurrence on the differing provisions.

When the House believes that the Senate has encroached on its
constitutional prerogative to originate revenue bills, it passes a
House resolution stating that the Senate provision: “in the opinion
of the House, contravenes the first clause of the seventh section of
the first article of the Constitution of the United States and is an
infringement of the privilege of the House and that such bill be re-
spectfully returned to the Senate with a message communicating
this resolution.” This practice is referred to as “blue slipping” be-
cause the resolution returning the offending bill to the Senate is
printed on blue paper. (For a further discussion of blue-slipping,
see “Overview of the Federal Tax System,” Committee on Ways &
Means, WMCP:103-17, pp. 9-14 (June 14, 1993).)

D. Federal Spending (Budget Authority and Outlays)

Relationship of BA to outlays. Spending levels in the Federal
Budget consists of two types of numbers: “Budget Authority” and
“Outlays.” Outlays are disbursements by the Treasury. When the
Treasury issues a check in fiscal year 1995, that is a fiscal year
1995 outlay.

Budget authority, on the other hand, is legal authority for an
agency to enter into obligations that will result in outlays. When
Congress appropriates funds for a particular program, it is enact-
ing‘ budget authority not outlays.

o illustrate the relationship of budget authority to outlays, as-
sume that the Congress has decided to build a ship costing $1 bil-
lion. The Congress would appropriate $1 billion of new budget au-
thority for a ship in the defense appropriation bill for the new fiscal
year. This means that the Department of Defense has legal author-
ity to enter into obligations totaling $1 billion during the new fiscal
year (or, over a number of fiscal years). However, this budget au-
thority will only result in outlays when the shipbuilders are issued
checks by the Treasury. If the contractors are paid only upon com-

88ee U.S. v. Munoz-Flores, C.A.9 (Cal.) 1988, 863 F.2d 664, reversed on other grounds, 110
S.Ct. 1964, 496 U.S, 385, 109 L.Ed.2d 384.
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pletion of each stage of the construction, the $1 billion of budget
authority could result in outlays over several years.

In other cases, new budget authority appropriated for a fiscal
year results in outlays during the same fiscal year. Finance Com-
mittee programs tend to fall into this category since budget author-
ity for benefits programs are usually equal to the required outlays
for those programs. Another example of this is appropriations for
salaries of Federal workers, where outlays tend to occur in the
same year as budget authority.

Permanent vs. Annual Appropriations. Some new budget author-
ity is available through permanent appropriations under existing
law. This consists mainly of: budget authority for trust funds,
which for most trust funds is automatically appropriated under ex-
isting law; interest on the public debt, for which budget authority
is automatically provided under a permanent appropriation enacted
in 1847; and the authority to spend offsetting collections credited
to appropriation or fund accounts. The remaining new budget au-
thority is made available annually or periodically through the ap-
propriations process.?

Budget Authority and Trust funds. Although entitlement pro-
grams (see below) require the government to make specified pay-
ments to specified individuals, the actual funds are nevertheless
appropriated—either permanently or annually. Budget authority
for the medicare, unemployment insurance and railroad retirement
trust funds was changed by the Budget Enforcement Act of 1990,
so that it equals estimated obligations of the funds rather than the
funds’ receipts. In other words, the legal authority to spend re-
ceipts into the trust funds was made equal to the estimated obliga-
tions of those programs.

Figure 1 illustrates the overall relationship of budget authority
to outlays. In this diagram taken from the President’s fiscal year
1995 budget, $1.537 trillion in new budget authority is requested
for fiscal year 1995. It is estimated that this new authority to obli-
gate the Federal Government during fiscal year 1995 would result
in outlays of $1.184 trillion in fiscal year 1995 and outlays of $353
billion in future years. The remaining $334.9 billion within the
$1.519 trillion in total outlays estimated for fiscal year 1995 comes
from budget authority enacted in prior fiscal years.

E. Budget Functions

Federal spending—i.e. budget authority and outlays—are often
divided into conceptual categories know as “budget functions.” This
is a system of classifying spending according to the national needs
being addressed. The Concurrent Resolution on the Budget (ex-
plained in Part III-C of this Appendix) allocates budget authority
and outlays among the various functions in the budget. However,
while the functions are a useful display of federal spending prior-
ities, they have little practical impact on the actual allocation of

Federal funds.

*This ph and the follo are drawn from the “Relationship of Budget Authority to
Ouﬂm.yamt of the U.S. Govew::gent for FY 1996, Analytical Perspectives, pg. 267.
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Figure 1

Chart 21-1. RELATIONSHIP OF BUDGET AUTHORITY
TO OUTLAYS FOR FY 1995
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Source: Budget of the U.S. Govt. for FY 1995, Analytical Perspectives, pg. 268.

F. Major Categories of Federal Spending »

In addition to distribution by budget function, federal spending
i8 increasingly beinfg discussed in terms of four major budget “cat-
egories”: (1) non-defense discretionary spending; (2) defense spend-
ing; (3) interest payments; and (4) entitlements and other manda-
to?' spending.

Non-defense discretionary spending” refers to those non-de-
fense programs which are subject to annual funding decisions in
the appropriations process. If the Appropriations Committees de-
cide to lower funding for a program of this type, they can simply
reduce the annual a%pro riation, notwithstanding the authorized
funding level sought by the authorizing committee. Unlike entitle-
ment programs, no formulas need to be changed to alter funding
levels for discretionary spending. In fiscal year 1995, non-defense
discretionary spending is roughly 18% of the budget.

“Defense spending” simply refers to Federal spending for the
national defense. Most defense spending is discretionary in nature.
In fiscal year 1995, defense spending is roughly 18% of the federal

budget.

‘%et Interest payments” are payments to individuals, corpora-
tions, or other non-governmental entities who hold notes or bonds
that finance the Federal debt. (See chart 15 for more details.) In
fiscal year 1995, net interest payments were approximately 14% of

the federal budget.
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“Entitlements” are laws that require the Government to pay
specified benefits to qualifying individuals. The fundamental char-
acteristic of an entitlement is the absence of annual decisions on
funding levels. Instead, formulas included in laws establishing the
entitlements determine how much money the Government has obli-
gated itself to spend.

For example, the Social Security laws set formulas under which
retired workers receive benefits based on the length of time they
have worked and their earnings. The cost of Social Security for a
given fiscal year is thus determined by the qualifying retirees rath-
er than by annual appropriations decisions. In this way entitlement
programs are thought of as non-discretionary or “mandatory”
spending since their funding requirements are determined by the
legislation which set up the program and not by annual funding de-
cisions. “Mandatory spending” is actually a term which encom-
passes all entitlement spending, as well as other spending which
i8 determined by substantive law outside of the annual appropria-
tions process. In fiscal year 1995, mandatory spending is roughly
one half of all spending gy the Federal government.

G. Entitlements, Mandatory Spending, and Direct Spending

The term “entitlement” was statutorily defined, for the first time,
in section 401 of the Budget Act. That provision sets forth entitle-
ment authority as one of three types of “backdoor spending author-
ity"—a term first introduced by the Joint Study Committee on
Budget Control in 1973. By introducing the concept of backdoor
spending authority, the Joint Committee was seeking to control the
proliferation of authorizing legislation which was financially com-
mitting the Federal Government outside of the annual appropria-
tions process.

The three types of backdoor spending authority are defined in
section 401(c). The first two are contract authority and borrowing
authority. The third type, entitlement authority, is defined in sub-

paragraph (c)X2)(C) as follows:
§401(c) DEFINITIONS.—

* * * * * * *
(2) . . . the term “spending authority” means authority
(whether temporary or permanent)—

(A) [definition of contract authority];

(B) [definition of borrowing authority];

(C) to make payments (including.loans and grants),
the budget authority for which is not provided for in
advance b apgropriation Acts, to any person or gov-
ernment if, under the provisions of the law containing
such authority, the United States is obligated to make
such payments to persons or governments who meet
the requirements established by such law. 1°

19Allen Schick, a CRS Senior Specialist in American National Government, in his 1975 Legis-
lative History and Analysis of the Budget Act, explained that subsection 401(c) “supplies the
definitions of contract, borrowing, and entitlement authority referred to in subsections (a) and
(b). The basic definitions are taken without substantive change from the Joint Study Committee

bill.” (emphasis added)
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The Bud.get Act’s definition of “entitlement” may be understood
as szgting forth a three-part test for defining programs as “entitle-
ments”:

1. SPECIFIED BENEFITS: The program’s authorizing legis-
lation specifies particular sums of money to be paid,;

2. SPECIFIED BENEFICIARIES: The payments are to be
made to a class of persons or governments who meet specified
eligibility requirements; and

3. FEDERAL GOVERNMENT HAS A LEGAL OBLIGATION
TO PAY WHICH IS NOT SUBJECT TO APPROPRIATIONS:
The payment is not discretionary, i.e., the legislation obligates
the United States to make the specified payments to the eligi-
ble class and the legal obligation to make the specified pay-
ments to the eligible class of recipients is not contingent on ap-
propriations being enacted. Therefore, if insufficient aP%I;oprim
tions are available, the government may presumably ! sued
for payment of the benefits.

Note that although entitlements financially obligate the United
States to make specified payments, funds must still be appro-
priated to cover those payments. Some entitlement programs, such
as Social Securizy, are permanentl{ appropriated. Others are annu-
ally appropriated. Both permanently-appropriated and annually-ap-
propriated entitlements share the common characteristic that the
cost of the program has been determined outside of the appropria-
tions process through the establishment of a formula-driven pro-
gram. Although annually appropriated entitlements might appear
to be subject to annual funding decisions of the Appropriations
Committees, in actuality they are not.

Entitlement sglendin%dis part of a larger budget category known
as “direct” spending. (“Mandatory” spending is an often-used syno-
nym for direct spending.) Budget deliberations normally refer to di-
rect or mandatory spending programs, rather than entitlements,
because the former term is somewhat more inclusive.

Broadly speaking, spending is classified as direct or mandatory
when it 1s not controlled through the annual agprogriations proc-
ess. Direct—or mandatory—spending is defined by the Budget En-
forcement Act of 1990 as consisting of:

(1) entitlement authority;

(2) the Food Stamp program; and

(3) any other tl};pe of bud%et authority which is provided di-
rectly by an authorization bill (i.e., outside of the appropria-

tions process).

Entitlements account for the bulk of direct spending. The Food
Stamagl program was included separately in this list because, his-

toric there had been disagreements between OMB and CBO on
whether the program was an entitlement. The disagreement oc-
curred because the Food Stamp Program has a funding ceiling and
a mechanism to reduce benefit payments if the ceiling is breached,;

11Thig issue has not been conclusively settled by the Suig:lmbz C(ggt.w'l'he qrg;udn.le‘r’lit yéot;llg
ne specified individu

be that a law atatinq the Federal government shall pay spec
is—for constitutional purposes—an appropriation.
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in theory, therefore, benefit paKments were subject to annual fund-
ing decisions. Nevertheless, the program had always been a de
facto entitlement because Congress invariably increased the fund-
ing cap to fully fund the formula-driven benefits.

o examples of the third type of direct spending are net inter-
est and deposit insurance. These programs do not fit the definition
of entitlement, but they are considered to be “mandatory” because
their funding reﬁuirements are not subject to annual appropria-
tions decisions. (However, net interest is often displayed separately
from mandatory spending.)

Direct spending is the term used in budget reconciliation instruc-
tions. Finance Committee’s reconciliation instructions in the fiscal
ear 1994 Budget Resolution directed the Committee—in part—to
eport changes in laws within [Finance Committee’s] jurisdiction
that provide direct spending . . . to reduce outlays $2,346,000,000
in fiscal year 1994 and $35,157,000,000 for the period of fiscal

years 1994 through 1998.” (emphasis added)

H. Baselines

In order to formulate a Federal budget, the President and the
Congress must have a starting point. The starting point is known
as a “baseline.” In general, budget baselines project levels of budget
authority, outlays, revenues and the surplus or deficit, assumin
that current programs and policies remain in effect for the peri
being estimated. The Administration and CBO typically prepare 5-
year baselines for the Federal budget, however, 10-year baselines
are becoming more prevalent due to the new 10-year pay-as-you-
go point of order in the Senate. (See section I(D) of this appendix.)
ection 257 of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985 sets forth the rules which currently govern con-
struction of the baseline for revenues and entitlements. Tax laws
are assumed to expire as set forth in current law; however, excise
taxes dedicated to a trust fund, if expiring, are assumed to be ex-
tended at current rates.

Section 257 prescribes that baselines must assume that fundl:ﬁ
for entitlement authority is assumed to be adequate to make
payments required by those laws (so that if an entitlement is annu-
ally appropriated, the appropriations are assumed). Therefore, the
baseline for an entitlement program would project costs over the
next 5 (or 10) years by assuming the continuation of current bene-
fits and adjusting for the effects of inflation and demographic
changes that alter the expected number of beneficiaries. With re-
ﬁ:rd to expiration of entitlements, section 257 requires that base-

ines treat entitlements different from tax laws: no direct spending
rogram with estimated current year outlays greater than $50 mil-
ion are assumed to expire.

For discretionary spending, the current CBO baseline assumes
compliance with the discretionary spending caps through fiscal
year 1998. Since there are no caps in 1999, the estimates for that
{iear simply equal the previous year’s amounts adjusted for infla-

on.

A special baseline rule is provided for social insurance adminis-
trative expenses. Section 257(cX3) requires that “budge re-
sources for the administrative expenses of the following trust funds
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shall be adjusted by the percentage change in the beneficiary popu-
lation from the current year to that fiscal year: the Federal Hos-
ital Insurance Trust Fund, the Supplementary Medical Insurance
t Fund, the Unemployment Trust Fund, and the railroad re-
tirement account.” With the exception of the railroad account, these
administrative expenses fall with the Finance Committee’s author-
izing jurisdiction.
I. Sequestration
Beginning in 1985, with Gramm-Rudman-Hollings, and more re-
cently in the Budget Enforcement Act of 1990, Congress has em-
loyed a budget enforcement mechanism know as “sequestration.”
questration, simply stated, is across-the-board budget cuts
achieved through the cancellation of budget authority. In the case
of Gramm-Rudman Hollings, sequestration was to be imposed on
all non-exempt!? Federal spending if overall maximum deficit
amounts were exceeded.

In the case of the Budget Enforcement Act of 1990, sequestration
is to be imposed on all non-exempt entitlement spending if any new
entitlement or tax legislation causes an increase in the deficit. In
both cases, the extent of the sequestration is to be governed by the
amount of the budget violation. A similar mechanism enforces the
discretionary spending caps. For more information on sequestra-

tion, see the glossary in Appendix K

J. Budget Deficits and the Federal Debt

A budget deficit or surplus is an annual calculation showing the
difference between outlays and revenues for a given fiscal year. For
example, in fiscal year 1993 total revenues were $1,153 billion and
total outlays were $1,408 billion, yielding a “total” budget deficit of
$255 billion. (The “total” budget deficit includes both on-budget and
off-budget programs; see on-budget/off-budget issues, below.)

The Federal debt is the accumulated debt of the Federal Govern-
ment. Whenever the Federal Government runs a budget deficit, the
additional borrowing to finance the deficit adds to the Federal debt.
va contrast, whenever the Federal Government runs a budget sur-
plus, the Federal debt may decrease because the Treasury can use
the surplus to redeem some of the outstanding debt rather than
rolling it over. Federal law contains a statutory limit on the debt,
commonly called the debt ceiling. The debt cei.lingFagplies to bor-
rowing from the public plus Federal debt held by Federal Govern-
ment accounts, particularly trust funds. (For more information on

the debt, see Chart 20.)

K. On-Budget | Off-Budget Issues
ederal Funds 48 ds, and the Unified Budget. The budget
consists of two main groups of funds: federal funds and trust funds.
Federal funds are not earmarked to any specific program or agency
and derive from the general exercise of the taxing power. The use
of these funds is determined largely by ?gro riations acts.
Trust funds, by contrast, are restricted by law to designated pro-
grams or uses. These funds obtain most of their receipts from ear-

12Nearly % of all Federal spending was exemped from the automatic cuts.
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marked taxes and charges. The Social Security funds are the larg-
est of the trust funds.

The unified budget, which began in fiscal year 1969, includes
both federal funds and trust funds (with the exception of off-budget
entities). The principal objective of the unified bugfet is to present
a comprehensive picture of the full range of federal activities. This
permits policymakers to gauge the full fiscal effect of Federal ac-
tivities on the economy.

The off-budget programs which are excluded from the unified
budget totals are Social Security, Medicare Part A, and the U.S.
Postal Service. Although these 1grograms are legally off-budget,
OMB and CBO displays of the Federal budget continue to show
“on-budget” numbers; “off-budget” numbers; and “total” budget
numbers which consolidate the on- and off-budget calculations.

Off-budget status of Social Security. Social Security was “re-
moved from the budget” for two reasons: (1) in response to concerns
that cuts in social security were being proposed for general budg-
etary purposes rather than for programmatic reasons; and (2) that
the social security surpluses which emerged in the late 1980’s were
masking the true size of the budﬁret deficits. This produced the fol-
l(');wing succession of actions which muved Social Security off-budg-
et:

1983—P.L. 98-21, the Social Security Amendments of 1983, in-
cluded a provision providing for the removal of the social secu-
rity (and the Medicare Hospital Insurance) trust funds from
the budget totals beginning in fiscal year 1993.

1985—P.L. 99-177, the Balanced Budget and Emergency Deficit
Control Act of 1985 (GRH), made the removal effective imme-
diately for Federal budget totals, but social security receipts
and outlays continued to be counted for purposes of enforcing
deficit targets.

1990—P.L. 101-508, the Budget Enforcement Act of 1990, took
social security out of all calculations of the budget totals. See
Budget Enforcement Act §13301, 104 Stat. 1388-573, 1388—673
(1990). Consequently, Social Security was also excluded from
the PAY-GO sequestration process. (However, Social Security’s
administi ative expenses are subject to the discretionary spend-

ing caps).

0% b%et status of Medicare Part A. P.L. 98-21, the Social Secu-
rity Amendments of 1983, included a provision providing for the re-
moval of the Medicare Part A trust fund (Hospital Insurance) from
the budget totals beginning in fiscal year 1993. However, the 1990
Budget Enforcement Act amended section 257 of the Balanced
Budget Act of 1985 (GRH) by providingr that “notwithstanding any
other provision of law, the receipts and disbursements of the Hos-
pital Insurance Trust Fund shall be included in all calculations re-

uired by this Act.” In order to accommodate both requirements,
the budget resolution currently displays budget totals with -and
without the Hospital Insurance Trust Fund. (See discussion of this
issue, in the report accompanying the fiscal year 1995 budget reso-
lution, Senate Budget Committee, S. Rpt. 103-128, March 18,

1994. pp. 46-48).
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III. STEP-BY-STEP EXPLANATION

A. The Fiscal Year

In order to keep track of its revenues and expenditures in an or-
derly way, the Federal Government has a 12-month budget period
known as the “fiscal year.” Prior to the Budget Act, the Federal
Government’s fiscal year had been July 1 through June 30.13 In
1976, however, the fiscal year was shifted forward to October 1
through September 30 in order to allow sufficient time for the new
congressional budget process. The fiscal year is designated by the
calendar sy;ear in which it ends. Thus, the period from October 1,
1994, to September 30, 1995, is fiscal year 1995.

B. Jan./Feb.: Transmittal of President’s Budget Request

The President is therefore required to submit to Congress “on or
after the first Monday in January but not later than the first Mon-
day in February of each year” the Administration’s budget request
for the upcoming fiscal year. To meet this deadline, the Adminis-
tration must begin preparing its budget request the prior spring
and summer.

For example, consider the budget process for fiscal year 1995.
The President’s budget request for fiscal year 1995 (October 1,
1994—September 30, 1995) was transmitted to Congress on Feb-
ruary 7, 1994. The Administration began working with Federal
agencies to prepare its budget request for fiscal year 1995 in the
spring of 1993, roughly a year-and-a-half prior to the start of fiscal

year 1995.

C. Feb. /March: Budget Committee Hearings; Committee Views and
Estimates; CBO Reports

After receiving the President’s budget request, the Senate and
House Budget Committees hold hearings at which they receive tes-
timony from Administration officials, Members of Congress, and
the general public. Durini the same period, the other committees
of Congress—including the Committee on Finance—review the
President’s budget and transmit to the Budget Committees (within
6 weeks of the budget transmittal) their “views and estimates” on
appropriate budgetary levels for programs in their jurisdiction. (See

art 1 for the Finance Committee’s Views and Estimates report
for fiscal year 1995.) In addition, during February and March, the
Congressional Budget Office (CBO) publishes its annual Economic
and Budget Outlook and a compilation of deficit reduction options.

D. March /April: Budget Resolution and Reconciliation Instructions

The Senate and House Budget Committees—using the Presi-
dent’s budget request, information from their hearings, views and
estimates from other committees, and CBO’s reports—each draft a
congressional budget plan during March in a series of public com-
mittee meetings called “mark-ups.” The budget plan is known as
the Concurrent Resolution on the Budget or “budget resolution,” for
short. Current law requires the budget resolution to cover the up-
coming budget year, plus the following four fiscal years. (However,

13The Federal Government used the calendar year for its fiscal year until 1842.
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for some purposes, the “budget window” has in effect been extended
to 10 years by a new point of order in the Senate which requires
that the costs of legislation be offset through year 10—see section -
I(D) of this appendix.)

Budget rerolutions set forth budgetary levels for the upcoming
fiscal year and the ensuing 4 fiscal years. A budget resolution ﬁ;en-
erally includes: (1) spending and revenue totals; (2) spending bro-
ken down by budget function; and may include (3) budget proce-
dures and (4) Reconciliation instructions.

The budget totals set forth what the Congress considers to be the
agfl.'opnate amounts for total spendini, total revenues, and the re-
sulting deficit or surplus. In setting these budget totals, Congress
considers the impact of the Federal budget on the national economy
and establishes Federal fiscal policy for the coming fiscal year.

Federal spending broken down by function—the second basic
part of the budget resolution—gives the Congress a mechanism for
reviewing Federal spending priorities. The budget resolution ac-
complishes this by dividing up Federal spending among 21 dif-
{fr:l?:g “budget functions” such as national defense, agriculture, and

ealth.

The budget resolution may also include an ogtional procedure
known as “reconciliation instructions.” This procedure is used when
the Congress wants to make substantial changes—from baseline
levels—in revenue and/or entitlement policies. Under this proce-
dure, the Congress directs its authorizing committees to report leg-
islation by a certain date which change entitlement spending an
or revenues by a specified amount, by making changes in laws
within the committees’ respective jurisdictions. For example, the
Finance Committee’s Reconciliation instructions in the fiscal years
1994-1998 Budget Resolution were as follows:

SEC. 7 RECONCILIATION

L 3 %* L 3 % % % %k
(b) SENATE COMMITTEES—
%* * »* * % 3 *

(7) Committee on Finance.—(A) The Senate Committee on
Finance shall report changes in laws within its jurisdiction
that provide direct spending (as defined in section 250(c)(8)
of the Balanced Budget and Emergency Deficit Control Act
of 1985) to reduce outlays $2,346,000,000 in fiscal year
1994 and $35,157,000,000 for the period of fiscal years
1994 through 1998.

(B) The Senate Committee on Finance shall report
charges in laws within its jurisdiction to increase revenues
$27,293,000,000 in fiscal years 1994 and $272,105,000,000
for the ge tod of fiscal years 1994 through 1998.

(C) The Senate Committee on Finance shall report
changes in laws to increase the statutory limit on the public

debt to not more than $4,900,000,000.
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When the House and Senate Budget Committees complete action
on formulating a budget resolution—with or without Reconciliation
instructions—they report their rezﬁecﬁve resolutions to the full
House and Senate, respectively. Members of the House and
Senate then have an opportunity to alter the work of their respec-
tive Budget Committees by offering amendments to the budget res-
olutions as they are debated on the House and Senate floors. Budg-
et resolutions are protected in the Senate by special procedures
which prohibit non-germane amendments and prohibit filibusters
by hmxtmg debate.

When the Senate and House have both passed their respective
versions of the budget resolution, they appoint several of their
Members to a conference committee to resolve the differences be-
tween the Senate- and House-passed resolutions. When differences
have been resolved, each chamber must then vote on the com-
promise version of the budget resolution. The Budget Act sets April
15 as the date for completion of this work, although it is often com-
pleted later.

Because the budset resolution is designed solely to guide Con-
gress in its detailed deliberations on the budget, it is in the form
of a concurrent resolution which is agreed to by both houses but
is not a public law and is not signed by the President.

E. April: Committee Allocations

The conference report on the budget resolution contains spending
allocations—often called “302(a) allocations”—through which the
Budget Committees divide total spending among the Appropria-
tions Committee and the various authorizing committees of each
house, based upon the functional levels set forth in the budget res-
olution.!4

The allocations to the Appropriations Committee are significant,
because they determine the size of the total allocation the two Ap-
propriations Committees will divide among their respective 13 su
committees. In recent years, the allocations to the Appropriations
Committees have been predetermined—to a large degree by the
discretionary spending caps set by the Budget Enforcement Act and
OBRA-93 (see section I, above). However, the budget resolution
may reduce the allocation to the Appropriations Committee even
further, as exemplified by the Senate-passed Budget Resolution for
fiscal year 1995.

Each authorizing committee, including the Committee on Fi-
nance, receives allocations for the upcoming budget year and for
the total five-year budget period. These allocations determine how
much new spending a committee is permitted to bring to the floor.
For example, if a committee’s spen allocation is set at baseline
levels, any net new spending repo. by the committee would be
subject to a point of order on the Floor (unless special “reserve
clause” language permits the allocations to be raised due to offset-
ting revenue increases—see the views and estimates letter of the
Finance Committee in “chart 1” above). The Finance Committee, in

14 8ection 602 of the Bu Act established a ial, tem allocations process through
FY 1008, which eaforoes both full committes allocations and comttise sub-allotations, 5es AP

pendix B and Appendix P.
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addition to receiving allocations for on-budget spending, also re-
ceives allocations for (off-budget) Social Security outlays.

F. %nl-Se tember: Apfer%'iations Action and Reconciliation
(the Byrd Rule and t. ngibility Rule] . A
Following adoption of a conference report on a budget resolution

and the issuance of committee allocations, the Appropriations Com-
mittees in the Senate and House of Representatives subdivide their
allocations among their respective subcommittees and proceed with
mark-up of their apﬁropriations bills. Simultaneously, the authoriz-
ing committees of the Senate and House proceed to mark-up Rec-
onciliation legislation if the budget resolution conference report in-
cludes Reconciliation instructions. The Budget Act requires Rec-
onciliation action to be completed by June 15, however, there is no
penalty for exceeding the deadline.

Reconciliation Legislation and the “Byrd Rule.” In the Senate, all
legislation reported pursuant to Reconciliation instructions must be
“budgetary” in nature. This is known as the “Byrd Rule” (for its
sponsor Senator Robert C. Byrd). The Byrd Rule was first enacted
as section 20001 of the Consolidated Omnibus Budget Reconcili-
ation Act of 1985 and is now section 313 of the Budget Act. The
rationale for the rule is that Reconciliation—with its time limita-
tions and germaneness restriction on amendments—is a radical de-

arture from the normal rules of Senate business which permit un-
imited debate and an unrestricted right to.amend pending legisla-
tion. The Byrd Rule consequently seeks to limit the scope of what
mgly be included in Reconciliation to strictly budgetary provisions.

he Byrd Rule defines what is “extraneous” to the Budget Rec-
onciliation process. Senators may use a Byrd Rule point of order to
strike specific “extraneous” provisions from a Reconciliation bill or

conference report.!® Generally, the rule defines as extraneous, pro-

visions which: (1) have no cost; or (2) are significant policy changes
with “merely incidental” budgetary effects.'® Senators may chal-
lenge a lengthy provision or very small provisions—down to the

subsection level.

Reconciliation Legislation and the “Fungibility Rule.” Another
rule governing the Reconciliation process is known as the “20 per-
cent ibility rule.” Section 310(c) of the Budget and Act, which

.sets forth this rule, permits committees to shift instructed Rec-
onciliation savings from new revenues to additional spending cuts,
or vice versa. Since the Finance and Ways & Means Committees

have exclusive jurisdiction over revenue provisions, the fungibility.

rule affects only those two committees. Speciﬁcallg, the fungibility
rule permits the two committees to exceed or fall below their reve-
nue or spending instructions by an amount equal to 20 percent of

I8If a provision is stripped out of a Reconciliation conference report using the Byrd Rule, the
vehicle ceases to be a conference report and the remaining provisions automatically become a
Senate amendment to the House bill. The Senate would vote on this “Senate amendment” with-
out any amendments beingri':a order. If passed, it would so over to the House (for a second vote
if the House acted first). The Senate amendment would be amendable by the House, and if
amended, would be sent back to the Senate where the House amendment would be further

amendable.
18The rule is considerably more complicated than this; see section 313 of the Budget Act in

Appendix B.
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their total deficit reduction instruction, so long as they meet their
total instructions.

For example, the fiscal year 1994 Budiet Resolution instructed
the Finance Committee to raise revenues by a net $272 billion and
to reduce outlaysl:)ﬁ' a net $35 billion, resulting in total deficit re-
duction of $307 billion. Under the rule, the Committee could have
adjusted its revenue and sgending numbers up or down, by 20 per-
cent of $307 billion, which is $61 billion. The only constraint on
this flexibility was that the Committee was required, in the end,
to produce $307 billion of deficit reduction. (In actuality, the Com-
- mittee did use its fungibility authority to increase spending cuts

an:l (:cialqrzﬁs)e new taxes—although the entire 20% fungibility was
not utilized.

G. The New Fiscal Year—Enforcing the Budget

Reconciliation is the most aggressive form of budget resolution
enforcement. As explained in the preceding section, when a particu-
lar budget plan calls for major changes in baseline revenue or
spending policies, the Reconciliation process can be used to swiftly
enact legislation im'ﬁllementing those policy changes before the new
fiscal year begins. The fiscal year 1994 Reconciliation bill (OBRA-
23) engic;elg) eficit reduction of nearly a half trillion dollars (see

ppen .

nce a budget resolution has been adopted for a fiscal year, par-
liamentary points of order, set forth in the Budget Act, enforce the
budget levels in the resolution. The budget resolution’s aggregate
revenue floor, budget authority ceiling, and outlay ceiling are en-
forceable through points of order made on the Senate and House
floors. Similarly, budget allocations to each committee are enforce-
able through points of order, as are the budget levels for social se-
curity. However, none of these points of order are self-enforcing;
rather, they may be raised by Members of the Senate or House who
wish to assert that a particular budfet resolution level has becen
breached. Generally, when a point of order is raised, the Budget
Committees of each house are responsible for advising the respec-
tive Presiding Officers as to whether budget levels have been
breached.

Two additional s of budget enforcement—discretionary
spending caps and PAY-GO—operate independently of the budget
resolution. The discretionary spending caps are enforced by a se-
quester mechanism, as well as parliamentary points of order
against budget resolutions. The PAY-GO process likewise uses a se-
quester mechanism; it requires that any new mandatory spending
or revenue-losing legislation must be deficit neutral in order to
avoid triggering a sequestration of non-exempt entitlement pro-
ese mechanisms are explained more fully in section I(C)

grams.

of this agppendix (above). The PAY-GO process, in particular, di-

:gctly ects most legislation considered by the Finance Commit-
e

_ Finally, the PAY-GO concept is now augmented by a new 10-year
pay-as-you-go requirement in the Senate. This new point of order,
set forth in the budget resolution, requires that revenue losses and
entitlement spending increases be fully paid for over budget years
6-through-10—as well as year-1 and years 1-through-5 as required
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by the Budget Act. The combined effects of these enforcement
mechanisms on the Finance Committee’s revenue, trade, health
and income security legislation are set forth, below, in Appendix D.

IV. HISTORICAL TABLE: RECONCILIATION BILLS

Omnibus Reconciliation Act of 1980 ............cccoeueeee. Dec. 5, 1980 (P.L. 96-499)
Omnibus Budget Reconciliation Act of 1981 .............. Aug. 13, 1981 (P.L. 97-35)
Tax Equity and Fiscal Responsibility Act

Of 1982 (TEFRA) ....oucvvrvrrreremiercrcssercrsessssessenns Sept. 3, 1982 (P.L. 97-248).
Omnibus Budget Reconciliation Act of 1982 .............. Sept. 8, 1982 (P.L. 97-253)
Omnibus Budget Reconciliation Act of 1983 .............. Apr. 18, 1984 (P.L. 98-270).

[The Deficit Reduction Act of 1984 (DEFRA) was not a Reconciliation Bill.]
Consolidated Omnibus Budget Reconciliation Act of

1985 (COBRA) ......cooveecrrrcrcreernncnemssssasassseseons Apr. 7, 1986 (P.L. 99-272).
Omnibus Budget Reconciliation Act of 1986 .............. Oct. 21, 1986 (P.L. 99-509)
Omnibus Budget Reconciliation Act of 1987 .............. Dec. 22, 1987 (P.L. 100-203)
Omnibus Budget Reconciliation Act of 1989 .............. Dec. 19, 1989 (P.L. 101-239)
Omnibus Budget Reconciliation Act of 1990 .............. Nov. 5, 1990 (P.L. 101-508)

Omnibus Budget Reconciliation Act of 1993 .............. Aug. 10, 1993 (P.L. 103-66)
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THE CONGRESSIONAL BUDGET AND
IMPOUNDMENT CONTROL ACT OF 1974

P.L. 93-344, 88 STAT. 297, JULY 12, 1974
(As amended through OBRA-93, P.L. 103-66)

AN ACT To establish a new congressional budget process; to establish Committees
on the Budget in each House; to establish a Co nsional Budget Office; to estab-
lish a procedure providing congressional control over the impoundment of funds

by the executive branch; and for other purposes
_Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SHORT TITLES: TABLE OF CONTENTS

SECTION 1. (a) SHORT TITLES.—This Act may be cited as the
“Congressional Budget and Impoundment Control Act of 1974”. Ti-
tles I through IX may be cited as the “Congressional Budget Act
of 1974” and title X may be cited as the “Impoundment Control Act
of 1974”. [see table of contents above]

DECLARATION OF PURPOSES

SEc. 2. The Congress declares that it is essential—

(1) to assure effective congressional control over the budg-
etary process;

(2) to provide for the con%fessional determination each
ﬁrar of the appropriate level of Federal revenues and expendi-

€es;

(3) to provide a system of impoundment control;

(4) to establish national budget priorities; and

(5) to provide for the furnishing of information by the exec-
utive branch in a manner that will assist the Congress in dis-

charging its duties.

DEFINITIONS

SEC. 3. IN GENERAL.—For purposes of this Act—
(1) The terms “budget outlays” and “outlays” mean, with -
respect to any fiscal year, expenditures and net lending of

funds under budget authority during such year.
* * * * * * * 1
(2)2 BUDGET AUTHORITY AND NEW BUDGET AUTHORITY.—
(A) IN GENERAL.—The term “budget authority” means
the authority ;;rovided by Federal law to incur financial
obligations, as follows:

he‘ The original paragraph (2) applied only through fiscal year 1991 and is therefore not printed

re. i
2This Jnrngnph (2) was added by P.L. 101-508, sec. 13211, and is effective for fiscal year
1992 and subsequent fiscal years.
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(i) provisions of law that make funds available for
obligation and expenditure (other than borrowing au-
thontzg, including the authority to obligate and ex-
pend the proceeds of offsetting receipts and collections;
(ii) borrowing authority, which means authority

granted to a Federal entity to borrow and obligate and

expend the borrowed funds, including through the is-
suance of promissory notes or other monetary credits;

(iii) contract authority, which means the making
of funds available for obligation but not for expendi-
ture; and

(iv) offsetting receipts and collections as negative
budget authority, and the reduction thereof as positive
budget authority. :

(B) LIMITATIONS ON BUDGET AUTHORITY.—With respect
to the Federal Hosfital Insurance Trust Fund, the Supfle-
men Medical Insurance Trust Fund, the Unemploy-
ment st Fund, and the railroad retirement account
any amount that is tprecluded from obligation in a fiscal
yearlll)ly a provision of law (such as a limitation or a benefit
formula) shall not be budget authority in that year.

(C) NEW BUDGET AUTHORITY.—The term “new budget
authority” means, with respect to a fiscal year—

. (i) budget authority that first becomes available
for obligation in that year, including budget authority
that becomes available in that year as a result of a re-
appropriation; or

(1) a cha:;fe in any account in the availability of
unobligated balances of budget authority carried over
from a prior year, resulting from a provision of law
first effective in that year;

and includes a change in the estimated level of new budget

authority provided in indefinite amounts by existing law.

(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 afu'ovide a special credit, a preferential rate of
tax, or a deferral of tax liability, and the term “tax expendi-
tures budget” means an enumeration of such tax expenditures.

4) e term “concurrent resolution on the budget”
means—
' (A) a concurrent resolution setting forth the congres-
sional budget for the United States Government for a fis-
cal year as provided in section 301; and

(B) other concurrent resolution revising the con-
g:;:lsional for the United States Government for a
year as described in section 304.

(56) 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 a fiscal year,
the amount by which outlays exceeds receipts during that year.
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(7) The term “surplus” means, with respect to a fiscal year,
the amount by which receipts exceeds outlays during that year.
(8) The term “government-sponsored enterprise” means a cor-

porate entity created by a law of the United States that—

(AXi) has a Federal charter authorized by law;

(ii) is privately owned, as evidenced by capital stock owned
by private entities or individuals;

(iii) is under the direction of a board of directors, a major-
ity of which is elected by private owners;

(iv) is a financial institution with power to—

(I) make loans or loan guarantees for limited purposes

:(t)xch a(si to provide credit for specific borrowers or one sec-

r; an
(IT) raise funds by borrowing (which does not carry the
full faith and credit of the Federal Government) or to guar-
antee the debt of others in unlimited amounts; and

(BXi) does not exercise powers that are reserved to the
Government as sovereign (such as the power to tax or to regu-
late interstate commerce);

(ii) does not have the power to commit the Government fi-
nancially (but it may be a recipient of a loan guarantee com-
mitment made by the Government); and

(iii) has employees whose salaries and expenses are paid
by the enterprise and are not Federal employees subject to title
5 of the United States Code.

(9) The term “entitlement authority” means spending au-
thority described by section 401(cX2)(C).

(10) The term “credit authority” means authority to incur
direct loan obligations or to incur primary loan guarantee com-
mitments.

* * * * % * *

TITLE II—CONGRESSIONAL BUDGET OFFICE
ESTABLISHMENT OF OFFICE

SEC. 201. (a) IN GENERAL.— '
(1) There is established an office of the Congress to be

known as the Congressional Budget Office (hereinafter in this
title referred to as the “Office”). The Office shall be headed by
a Director; and there shall be a Deputy Director who shall per-
form such duties as may be assigned to him by the Director
and, during the absence or incapacity of the Director or during
a vacancy 1n that office, shall act as Director.

(2) The Director shall be agpointed by the Speaker of the
House of Representatives and the President pro tempore of the
Senate after considering recommendations received from the
Committees on the Budget of the House and the Senate, with-
out regard to political affiliation and solely on the basis of his
fitness to perform his duties. The Deputy Director shall be ap-
pointed by the Director.

(3) The term of office of the Director first appointed shall
expire at noon on January 3, 1979, and the terms of Directors
subsequently appointed shall expire at noon c¢n January 3 of
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each fourth year thereafter. Any individual appointed as Direc-

tor to fill a vacancy prior to the expiration of a term shall serve

only for the unexpired portion of that term. An individual serv-
ing as Director at the expiration of a term may continue to
serve until his successor is appointed. Any Deputy Director

shall serve until the expiration of the term of office of the Di-

rector who appointed him (and until his successor is ap-

pointed), unless sooner removed by the Director.

uti (4) The Director may be removed by either House by reso-

ution.

(6) The Director shall receive compensation at a per
annum gross rate equal to the rate of basic pay, as in effect
from time to time, for level III of the Executive Schedule in
section 65314 of title 5, United States Code. The Deputy Direc-
tor shall receive compensation at a per annum gross rate equal
to the rate of basic pay, as so in effect, for level IV of the Exec-
utive Schedule in section 5315 of such title.

(b) PERSONNEL.—The Director shall appoint and fix the com-
pensation of such personnel as may be necessary to out the
duties and functions of the Office. All personnel of the Office shall
be appointed without regard to political affiliation and solely on the
basis of their fitness to perform their duties. The Director mag ﬂglre-
scribe the duties and responsibilities of the personnel of the ce,
and delegate to them authority to perform any of the duties, pow-
ers, and functions imposed on the Office or on the Director. For
purposes of pay (other than pay of the Director and Deputy Direc-
tor) and employment benefits, rights, and privileges, all personnel
of the Office shall be treated as if they were employees of the
House of Representatives.

(c) EXPERTS AND CONSULTANTS.—In carrying out the duties
and functions of the Office, the Director may procure the temporary
(not to exceed one year) or intermittent services of experts or con-
sultants or organizations thereof by contract as independent con-
tractors, or, in the case of individual experts or consultants, by em- -
K:oyment at rates of pay not in excess of the daily equivalent of the

ighest rate of basic pay payable under the General Schedule of
section 5332 of title 5, United States Code.

(d) RELATIONSHIP TO EXECUTIVE BRANCH.—The Director is au-
thorized to secure information, data, estimates, and statistics di-
rectly from the various departments, agencies, and establishments
of the executive branch of Government and the regulatory agencies
and commissions of the Government. All such departments, agen-
cies, establishments, and regulatory agencies and commissions
shall furnish the Director any available material which he deter-
mines to be necessary in the performance of his duties and func-
tions (other than material the disclosure of which would be a viola-
tion of law). The Director is also authorized, upon agreement with
the head of any such department, agency, establishment, or regu-
latory agency or commission, to utilize its services, facilities, and
personnel with or without reimbursement; and the head of each
such department, agency, establishment, or regulatory agency or
commission is authorized to provide the Office such services, facili-

ties, and personnel.
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. (e) RELATIONSHIP TO OTHER AGENCIES OF CONGRESS.—In car-
rying out the duties and functions of the Office, and for the purpose
of coordinating the operations of the Office with those of other con-
gressmnal agencies with a view to utilizing most effectively the in-

ormation, services, and capabilities of all such agencies in carrying
out the various responsibilities assigned to each, the Director is au-
thorized to obtain information, data, estimates, and statistics devel-
oped by the General Accounting Office, the Library of Congress,
and the Office of Technology Assessment, and (upon agreement
with them) to utilize their services, facilities, and personnel with
or without reimbursement. The Comptroller General, the Librarian
of Congress, and the Technology Assessment Board are authorized
to provide the Office with the information, data, estimates, and sta-
tistics, and the services, facilities, and personnel, referred to in the
preceding sentence.

(g) REVENUE ESTIMATES.—For the purposes of revenue legisla-
tion which is income, estate and gift, excise, and payroll taxes (i.e.,
Social Security), considered or enacted in any session of Congress,
the Congressional Budget Office shall use exclusively during that
session of Con%ress revenue estimates provided to it by the Joint
Committee on Taxation. During that session of Congress such reve-
nue estimates shall be transmitted by the Congressional Budget
Office to any committee of the House of Representatives or the Sen-
ate requesting such estimates, and shall be used by such Commit-
tees in determining such estimates. The Budget Committees of the
Senate and House shall determine all estimates with respect to
scoring points of order and with respect to the execution of the pur-
poses of this Act.

(g)® APPROPRIATIONS.—There are authorized to be appro-
priated to the Office for each fiscal year such sums as may be nec-
essary to enable it to carry out its duties and functions. Until sums
are first appropriated pursuant to the preceding sentence, but for
a period not exceeding 12 months following the effective date of
this subsection, the expenses of the Office shall be paid from the
contingent fund of the Senate, in accordance with the paragraph
relating to the contingent fund of the Senate under the heading
“UNDER LEGISLATIVE” in the Act of October 1, 1888 (28 Stat.
546; 2 U.S.C. 68), and upon vouchers approved by the Director.

DUTIES AND FUNCTIONS

SEC. 202. (a) ASSISTANCE TO BUDGET COMMITTEES.—It shall be
the duty and function of the Office to provide to the Committees
on the Budget of both Houses information which will assist such
committees in the discharge of all matters within their jurisdic-
tions, including (1) information with respect to the budget, appro-
priation bills, and other bills authorizing or providing new budget
authority or tax expenditures, (2) information with respect to reve-
nues, receipts, estimated future revenues and receipts, and chang-
ing revenue conditions, and (3) such related information as such

Committees may request.

3Section 13202 of P.L. 101-508 (Budget Enforcement Act of 1990) redesignated subsection (f)
as subsection (g) and also transferred and redesignated section 273 of the same Act as sub-
section (g). It probably should have redesignated section 273 as subsection (f).
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(b) ASSISTANCE TO COMMITTEES ON APPROPRIATIONS, WAYS AND
MEANS, AND FINANCE.—At the request of the Committee on Appro-
priations of either House, the Committee on Ways and Means of
the House of Representatives, or the Committee on Finance of the
Sex;ate, the Office shall Erovide to such Committee any information
which' will assist it in the discharge of matters within its jurisdic-
tion, including information described in clauses (1) and (2) of sub-
secti:n (a) and such related information as the Committee may re-
quest.
(c) ASSISTANCE TO OTHER COMMITTEES AND MEMBERS.—

(1) At the request of any other committee of the House of
Representatives or the Senate or any joint committee of the
Congress, the Office shall provide to such committee or joint
committee any information compiled in carrying out clauses (1)
and (2) of subsection (a), and, to the extent practicable, such
additio(iaal information related to the foregoing as may be re-
quested.

(2) At the request of any Member of the House or Senate,
the Office shall provide to such member any information com-
piled in carrying out clauses (1) and (2) of subsection (a), and,
to the extent available, such additional information related to
the foregoing as may be requested. .

(d) ASSIGNMENT OF OFFICE PERSONNEL TO COMMITTEES AND
JOINT COMMITTEES.—At the request of the Committee on the Budg-
et of either House, personnel of the Office shall be assigned, on a
temporary basis, to assist such committee. At the request of any -
other committee of either House or any joint committee of the Con-
gress, personnel of the Office may be assigned, on a temporary
_basis, to assist such committee or joint committee with respect to
matters directly related to the applicable provisions of subsection

(b) or (c).
(e) TRANSFER OF FUNCTIONS OF JOINT COMMITTEE ON REDUC-

TION OF FEDERAL EXPENDITURES.—

(1) The duties, functions, and personnel of the Joint Com-
mittee on Reduction of Federal Expenditures are transferred to
the Office, and the Joint Committee is abolished.

(2) Section 601 of the Revenue Act of 1941 (55 Stat. 726)
is repealed.

(f) REPORTS TO BUDGET COMMITTEES.—

(1) 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
commencing on October 1 of that year, with respect to fiscal
policy, including (A) alternative levels of total revenues, total
new budget authority, and total outlays (including related sur-
pluses and deficits), and (B) the levels of tax expenditures
under existing law, taking into account projected economic fac-
tors and any changes in such levels based on proposals in the
budget submitted by the President for such fiscal year. Such
report shall also include a discussion of national budget prior-
ities, including alternative ways of allocating new budget au-
thority and budget outlays for such fiscal year among major
programs or functional categories, taking into account how

76-892 0 - 94 - 6
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such alternative allocations will meet major national needs and
affect balanced growth and development of the United States.
: (2) The Director shall from time to time submit to the
Committees on the Budget of the House of Representatives and
the Senate such further reports (including reports revising the
report required by paragraph (1)) as may be necessary or ap-
pr?riate to provide such Committees with information, data,
and analyses for the performance of their duties and functions.

(3) On or before January 15 of each year, the Director,

after consultation with the appropriate committees of the

House of Representatives and Senate, shall submit to the Con-

ess a report listing (A) all programs and activities funded

uring the fiscal year ending September 30 of that calendar
year for which authorizations for appropriations have not been
enacted for that fiscal year, and (B) all programs and activities
for which authorizations for appropriations have been enacted
for the fiscal year ending September 30 of that calendar year,
but for which no authorizations for appropriations have been’
enacted for the fiscal year beginning October 1 of that calendar
year.

(g) USE oOF COMPUTERS AND OTHER TECHNIQUES.—The Director
may equip the Office with up-to-date computer capability (upon ap-
proval of the Committee on House Administration of the House of
Representatives and the Committee on Rules and Administration
of the Senate), obtain the services of experts and consultants in
computer technology, and develop techniques for the evaluation of
budgetary requirements. '

(h) StupIES.—The Director shall conduct continuing studies to
enhance comparisons of budget outlays, credit authority, and tax

expenditures.
PUBLIC ACCESS TO BUDGET DATA

SEC. 203. (a) RIGHT To Copy.—Except as provided in sub-
sections (c) and (d), the Director shall make all information, data,
estimates, and statistics obtained under sections 201(d) and 201(e)
available for public copying during normal business hours, subject
to reasonable rules andwxx':agulations, and shall to the extent prac-
ticable, at the request of any person, furnish a copy of any such in-
formation, data, estimates, or statistics upon payment by such per-
son of the cost of making and furnishing such copy.

(b) INDEX.—The Director shall develop and maintain filing,
coding, and indexing systems that identify the information, data,
estimates, and statistics to which subsection (a) applies and shall
lr:xake such systems available for public use during normal business

ours. :
(c) EXCEPTIONS.—Subsection (a) shall not apply to information,
data, estimates, and statistics—
(1) which are specifically exempted from disclosure by law;

(2) which the Director determines will disclose—
(A) matters necessary to be kept secret in the interests
of national defense or the confidential conduct of the for-

eign relations of the United States;

or
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(B) information relating to trade secrets or financial or
commercial information pertaining sgciﬁcally to a given
person if the information has been obtained by the Govern-
ment on a confidential basis, other than through an appli-
cation by such person for a specific financial or other bene-
fit, and is required to be kept secret in order to prevent
undue injury to the competitive position of such person; or

(C) personnel or medical data or similar data the dis-
closure of which would constitute a clearly unwarranted
invasion of personal privacy;

unless the portions containing such matters, information, or

data have been excised.
(d) INFORMATION OBTAINED FOR COMMITTEES AND MEMBERS.—

Subsection (a) shall apﬁly to any information, data, estimates, and
statistics obtained at the request of any committee, joint commit-
tee, or Member unless such committee, joint committee, or Member
has instructed the Director not to make such information, data, es-
timates, or statistics available for public copying.

TITLE III—CONGRESSIONAL BUDGET PROCESS 4
TIMETABLE

SEC. 300. The timetable with respect to the congressional
budget process for any fiscal year is as follows:
On or before: Action to be completed:

First Monday in February ................... President submits his budget.

February 15 .......ccccccevreirecvenrnncsnecessnenns Congressional Budget ce submits
report to Budget Committees.

February 25 .......c..ccovvereecrircccsieonncisenas Committees submit views and esti-
mates to Budget Committees. &

April 1 ...t Senate Budget Committee reports con-
current resolution on the budget.

April 15 ..., Congress completes action on concur-
rent resolution on the budget.

May 16 oot ssenne Annual appropriation bills may be con-
sidered in the House.

June 10 ........covivinnicnnninnnnisnniineenenn. House Appropriations Committee re-
ports last annual appropriation bill.

June 15 .........coviiviriininnicnnninnionisin. Congress completes action on reconcili-

. ation legislation.

June 30 ........ccceirimnrennnninnniies House completes action on annual ap-
propriation bills.

October 1 .......ccvvvvenronenrerenssessassesesssoses Fiscal year begins.

ANNUAL ADOPTION OF CONCURRENT RESOLUTION ON THE BUDGET

SEC. 801. (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 gear. The concurrent res-
olution shall set forth appropriate levels for the fiscal year begin-
ning 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;

4 Moet points of order under this title may be waived or suspended in the Senate only by the
affirmative vote of three-fifths of the Members duly chosen or sworn. See sec. 804(c) for details.

8This item should have been amended to reflect the date set forth in section 301(d).
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(2 total Federal revenues and the amount, if any, by
which the aggregate level of Federal revenues should be in-
creased or decreased by bills and resolutions to be reported by
the appropriate committees;

(3) the surplus or deficit in the budget;

(4) new budget authority, budget outlays, direct loan obli-
gations, and primary loan guarantee commitments for each
major functional category, based on allocations of the total lev-
els set forth pursuant to paragraph (1);

(5) the public debt; .

(6) For purlposes of Senate enforcement under this title,
outlays of the old-age, survivors, and disability insurance pro-
gram established under title II of the Social Security Act for
the fiscal year of the resolution and for each of the 4 succeed-
ing fiscal years; and

(7) For purposes. of Senate enforcement under this title,
revenues of the old-age, survivors, and disability insurance pro-
gram established under title II of the Social Security Act (and
the related provisions of the Internal Revenue Code of 1986)
for the fiscal year of the resolution and for each of the 4 suc-
ceeding fiscal years.

The concurrent resolution shall not include the outlays and reve-
nue totals of the old age, survivors, and disability insurance pro-
am established under title II of the Social Security Act or the re-
ated provisions of the Internal Revenue Code of 1986 in the sur-
plus or deficit totals required by this subsection or in any other
surplus or deficit totals required by this title.
(b) ADDITIONAL MATTERS IN CONCURRENT RESOLUTION.—The
concurrent 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;

310 (2) include reconciliation directives described in section

(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
Cogfress 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);

(4) set forth such other matters, and require such other
procedures, relating to the budget, as may be appropriate to
carry out the purposes of this Act;

(5) include a heading entitled “Debt Increase as Measure
of Deficit” in which the concurrent resolution shall set forth
the amounts by which the debt subject to limit (in section 3101
of title 31 of the United States Code) has increased or would
increase in each of the relevant fiscal years;

(6) include a heading entitled “Display of Federal Retire-
ment Trust Fund Balances” in which the concurrent resolution
shall set forth the balances of the Federal retirement trust

funds;
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(7) set forth pay-as-you-go procedures for the Senate
whereby—
(A) budget authority and outlays may be allocated to

a committee for legislation that increases funding for enti-
tlement and mandatory spending programs within its ju-
risdiction if that committee or the committee of conference
on such legislation reports such legislation, if, to the extent
that the costs of suc letiislation are not included in the
concurrent resolution on the budget, the enactment of such
legislation will not increase the deficit (by virtue of either
deficit reduction in the bill or previously passed deficit re-
duction) in the resolution for the first fiscal year covered
by the concurrent resolution on the budget, and will not
increase the total deficit for the period of fiscal years cov-
ered by the concurrent resolution on the budget;

(B) upon the reporting of legislation pursuant to sub-
tparagraph (A), and again upon the submission of a con-
erence report on such legislation (if a conference report is
submitted), the chairman of the Committee on the Budget
of the Senate may file with the Senate appropriately re-
vised allocations under section 302(a) and revised func-
tional levels and aggregates to carry out this paragraph;

(C) such revise ocations, functional levels, and ag-
gregates shall be considered for the purposes of this Act as
allocations, functional levels, and aggregates contained in
the concurrent resolution on the budget; and

(D) the appropriate committee shall report a&l))ro-
priately revised allocations (Yursuant to section 302(b) to
carry out this paragraph; an
(8) set forth procedures to effectuate pay-as-you-go in the

House of Representatives.

(c) CONSIDERATION OF PROCEDURES OR MATTERS WHICH HAVE
THE EFFECT OF CHANGING ANY RULE OF THE HOUSE OF REPRESENT-
ATIVES.—If the Committee on the Budget of the House of Rep-
resentatives reports any concurrent resolution on the budget which
includes 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.—Within 6
weeks after the President submits a budget under section 1105(a)
of title 31, United States Code, each committee of the House of
Representatives havindg legislative jurisdiction shall submit to the
Committee on the Budget of the House and each committee of the
Senate having legislative gurisdiction 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
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Budget of both Houses its recommendations as to the fiscal policy
appropriate to the goals of the Employment Act of 1946. Any other
committee of the House of Representatives or the Senate may sub-
mit to the Committee on the Budget of its House, and any joint
committee of the Congress may submit to the Committees on the
Budget of both Houses, its views and estimates with respect to all
matters set forth in subsections (a) and (b) which relate to matters
within its jurisdiction or functions.

_(e) HEARINGS AND REPORT.—In developing the concurrent reso-
lution on the budget referred to in subsection (a) for each fiscal
year, the Committee on the Budget of each House shall hold hear-
ings and shall receive testimony from Members of Congress and
such appropriate reﬁresentatives of Federal departments and agen-
cies, the general public, and national organizations as the commit-
tee deems desirable, Each of the recommendations as to short-term
and medium-term goal set forth in the report submitted by the
members 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
estimates 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
outlays and total new budget authority, total direct loan obli-

ations, total primary loan guarantee commitments, as set
orth in such concurrent resolution, with those estimated or re-
quested in the budget submitted by the President;

(8) 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-

ams (including renewals thereof), with the estimate and level
or existing g‘:grams being divided between permanent au-
thority and ds 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 rec-
ommended in the concurrent resolution among the major
sources of such revenues;

(5) the economic assumptions and objectives which under-
lie 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 esti-
mated levels of total budget outlays and total new budget au-
thority, the estimated revenues to be received, and the esti-
mated surplus or deficit, if any, for each fiscal year in such pe-
riod, and the estimated levels of tax expenditures (the tax ex-.
penditures budget) by major functional categories;
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(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 man-
ner in which, and the basis on which, the committee deter-
txxiuned each of the matters set forth in the concurrent resolu-

on, .
(9) allocations described in section 302(a); and

(10)8 an analysis, prepared after consultation with the Di-
rector of the Congressional Budget Office, of the concurrent
resolution’s impact on the international competitiveness of
United States business and the United States balance of pay-
ments position and shall include the following projections,
based upon the best information available at the time, for the

" fiscal year covered by the concurrent resolution—

(A) the amount of borrowing by the Government in
private credit markets;

(B) net domestic savings (defined as personal savings,
corporate savings, and the fiscal surplus of State and local
governments);

(C) net private domestic investment;

(D) the merchandise trade and current accounts;

(E) the net increase or decrease in foreign indebted-
ness (defined as net foreign investment); and

(F) the estimated direction and extent of the influence
of the Government’s borrowing in private credit markets
on United States dollar interest rates and on the real ef-
fective exchange rate of the United States dollar.

(f) ACHIEVEMENT 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-

ution on the budget for the fiscal year beginning after the date

on which such Economic Report is received by the Congress
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 para-
graph (1) or in its most recent action pursuant to this para-
graph, the concurrent resolution on the budget for the fiscal
year beginning after the date on which such Economic Report
18 received by the Congress may set forth the year in which,
in the opinion of the Congress, such goals can be achieved.

(3) It shall be in order to amend the provision of such reso-
lution setting forth such year only if the amendment thereto

8This paragraph is only effective for fiscal years 1989 through 1992.
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also pro ses to alter the estimates, amounts, and levels (as

described in subsection (a)) set forth in such resolution in ger-

mane fashion in order to be consistent with the economic goals

(as described in sections 3(aX2) and (4Xb) 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
concurrent 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 con-
ference 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 dis-
agreement, is based.

(8) 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
t}:)ie based upon such common economic and technical assump-

ons.

(h) BUDGET COMMITTEES CONSULTATION WITH COMMITTEES.—
The Committee on the Budget of the House of Representatives
shall consult with the committees of its House having legislative
jurisdiction during the preparation, consideration, and enforcement
of the concurrent resolution on the budget with respect to all mat-
ttgrs which relate to the jurisdiction or functions of such commit-

es.
(i) It shall not be in order in the Senate to consider any concur-
rent resolution on the budget as reported to the Senate that would
decrease the excess of social security revenues over social security
outlaﬁ in any of the Sscal years covered by the concurrent resolu-
tion. No change in chapter 1 of the Internal Revenue Code of 1986
shall be treated as affecting the amount of social security revenues
unless such provision changes the income tax treatment of social

security benefits.
COMMITTEE ALLOCATIONS

SEC. 302.7 (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 total budget
outlays, total new budget authority, and total entitlement au-
thority among each committee of the House of Representatives
which has jurisdiction over laws, bills and resolutions provid-
ing such new budget authority, or such entitlement authority.

7All references to credit authority in subsections (a), (b), (c), and (f) have been omitted to re-
geect 33101 99c!ungeul made by Public Law 101-508, effective for years beginning after Septem-
r 30, .
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The .allocation shall, for each committee, divide new budget au-
thority, and entitlement authority between amounts provided
or required by law on the date of such conference report (man-
dgtory or uncontrollable amounts), and amounts not so pro-
vided or required (discretionary or controllable amounts), and
shall make the same division for estimated outlays that would
result from such new budget authority.

(2) For the Senate, the joint explanatory statement accom-
anying a conference report on a concurrent resolution on the
udget shall include an estimated allocation, based upon such

concurrent resolution as recommended in such conference re-

port, of the appropriate levels of social security outlays for the
fiscal year of the resolution and for each of the 4 succeeding
fiscal years, total budget outlays and total new budget author-
ity among each committee of the Senate which has jurisdiction
over bills and resolutions providing such new budget authority.

(b) REPORTS BY COMMITTEES.—AS soon as practicable after a
concurrent 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 and new budget authority allocated to
it in the joint explanatory statement accompanying the con-
ference report on such concurrent resolution, 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 state-
ment 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) fur-
ther subdivide the amount with respect to each subcommittee
or program between controllable amounts and all other
amounts.

Each such committee shall prom;})ﬁly report to its House the sub-
divisions made by it pursuant to this subsection.

(c) POINT OF ORDER.—It shall not be in order in the House of
Representatives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, providing—

(1) new budget authority for a fiscal year; or

(2) new spending authority as described in section
401(cX2) 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 subdivisions required by subsection (b), in connection with
the most recently agreed to concurrent resolution on the budget for
such fiscal year. - ‘ '

(d) SUBSEQUENT CONCURRENT RESOLUTIONS.—In the case of a
concurrent resolution on the budget referred to in section 304, the
allocations under subsection (a) and the subdivisions under sub-
section (b) shall be required only to the extent necessary to take
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into account revisions made in the most recently agreed to concur-
rent resolution on the budget.

(e) ALTERATION OF ALLOCATIONS.—At any time after a commit-
tee reports the allocations required to be made under subsection
(b), such committee may report to its House an alteration of such
allocations. Any alteration of such allocations must be consistent
with any actions already taken by its House on legislation within
the committee’s jurisdiction.

(f) LEGISLATION SUBJECT TO POINT OF ORDER.—

(1) IN THE HOUSE OF REPRESENTATIVES.—After the Con-

ess has completed action on a concurrent resolution on the
udget for a fiscal year, it shall not be in order in the House
of &;esentatives to consider any bill, joint resolution, or
amendment providing new budget authority for such fiscal
year or new entitlement authority effective during such fiscal

%'iear, i?r any conference report on any such bill or joint resolu-

on, if—
(A) the enactment of such bill or resolution as re-
ported;
(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 discretionmg budget au-
thority or new entitlement authority to be exceeded.
(2) IN THE SENATE.—At any time after the Congress has
completed action on the concurrent resolution on the budget re-
uired to be reported under section 301(a) for a fiscal lf'ear, it
shall not be in order in the Senate to consider any bill, joint
.resolution, amendment, motion, or conference report, that pro-
vides for budget outlays, new budget authority, ® or new spend-
ing authority (as defined in section 401(c)(2)) in excess of (A)
the appropriate allocation of such outlays or authority reported
under subsection (a), or (B) the appropriate allocation (if any)
of such outlays or authority reYorted under subsection (b) 1n
connection with the most recently agreed to concurrent resolu-
tion on the budget for such fiscal year or provides for social se-
curity outlays in excess of the appropriate allocation of social
security outlays under subsection (a) for the fiscal year of the
resolution or for the total of that frear and the 4 succeeding fis-
cal years. Subparagraph (A) shall not apply to any bill, resolu-
tion, amendment, motion, or conference report that is within
the jurisdiction of the Committee on Appropriations. In apply-
ing this paragraph—

(A) estimated social security outlays shall be deemed
to be reduced by the excess of estimated social security
revenues (including social security revenues provided for
in the bill, resolution, amendment, or conference report
with respect to which this paragraph is applied) over the
appropriate level of social security revenues specified in

8 Effective January 1, 1991 and for fiscal year 1891 only insert “or new credit authority” after
“new budget authonty”. :
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gh(:lg n;ost recently adopted concurrent resolution on the.
udget;

. (B) estimated social security outlays shall be deemed
increased by the shortfall of estimated social security reve-
nues (including social security revenues provided for in the
bill, resolution, amendment, or conference report with re-
spect to which this paragraph is applied) below the appro-
priate level of social security revenues specified in the
mogt recently adopted concurrent resolution on the budget;
an
(C) 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 social se-
curity revenues unless such provision changes the income
tax treatment of social security benefits.
The Chairman of the Committee on the Budget of the Senate
mag' file with the Senate appro&rxilately revised allocations
under subsection (a) and revised functional levels and aggre-
gates to reflect the application of the preceding sentence. Suca
revised allocations, functional levels, and aggregates shall be
considered as allocations, functional levels, and aggregates con-
tained in the most recently agreed to concurrent resolution on
the budget, and the appropriate committees shall report re-
vigsed allocations pursuant to subsection (b).
(g) DETERMINATIONS BY BUDGET COMMITTEES.—For purposes
f this section, the levels of new budget authority, spending author-
ty as described in section 401(c)(2), outlays, and new credit author-
ty for a fiscal year shall be determined on the basis of estimates
made by the Committee on the Budget of the House of Representa-
tives or the Senate, as the case may be.

CONCURRENT RESOLUTION ON THE BUDGET MUST BE ADOPTED BE-
" FORE LEGISLATION PROVIDING NEW BUDGET AUTHORITY, NEW
SPENDING AUTHORITY, NEW CREDIT AUTHORITY, 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,
joint resolution, amendment, motion, or conference report as re-
ported 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 in the public debt limit to be-
come effective during a fiscal year; _

(4) new entitlement authority to become effective during a
fiscal year;

(6) in the Senate only, new spending authority (as defined

in section 401(c)2)) for a fiscal year; or o

(6) in the Senate only, outlays,
until the concurrent resolution on the budget for such fiscal year
(or, in the Senate, a concurrent resolution on the budget covering
such fiscal year) has been agreed to pursuant to section 301.
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.(b) EXCEPTIONS.—(1) In the House of Representatives, sub-
section (a) does not apply to any bill or resolution—

(A) providing new bud§et authority which first becomes
available in a fiscal year following the fiscal year to which the
concurrent resolution a(i)plies; or

(B) increasing or decreasing revenues which first become
effective 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 appl
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.

(2) In the Senate, subsection (a) does not apply to any bill or
resolution making advance appropriations for the fiscal year to
which the concurrent resolution applies and the two succeeding fis-
cal years.

(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 reasons why the
waiver is necessary. The resolution shall then be referred to
the Committee on the Budget of the Senate. That committee
shall report the resolution to the Senate within 10 days after
the resolution is referred to it (not counting any day on which
the Senate is not in session) beginning with the day following
the day on which it is so referred, 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
desifnees, and the time on any debatable motion or appeal
shall be limited to twenty minutes, to be equally divided be-
tween, and controlled by, the mover and the manager of the
resolution. In the event the manager of the resolution is in
favor of any such motion or appeal, the time in opposition
thereto shall be controlled by the minority leader or his des-
ignee. Such leaders, or either of them, may, from the time
under their control on the passage of such resolution, allot ad-
ditional time to any Senator during the consideration of any
debatable motion or appeal. No amendment to the resolution
is in order. ‘ _ A

(3) If, after the Committee on the Budget has reported (or
been discharged from further consideration of) the resolution,
the Senate atfees to the resolution, then subsection (a) shall
not apply with res to the bill or resolution (or amendment

thereto) to which the resolution so agreed to applies.
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PERMISSIBLE REVISIONS OF CONCURRENT RESOLUTIONS ON THE
BUDGET

SEC. 304. (a) IN GENERAL.—At any time after the concurrent
resolution on the budget for a fiscal year has been agreed to pursu-
ant to section 301, and before the end of such ﬁscafr year, the two
Houses may adopt a concurrent resolution on the budget which re-
vises or reaffirms the concurrent resolution on the budget for such
fiscal year most recently agreed to.

(b) ECONOMIC ASSUMPTIONS.—The provisions of section 301(g)
shall apply with respect to concurrent resolutions on the budget
under this section (and amendments thereto and conference reports
thereon) in the same way they apply to concurrent resolutions on
the budget under such section 301(g) (and amendments thereto and
conference reports thereon).

PROVISIONS RELATING TO THE CONSIDERATION OF CONCURRENT
RESOLUTIONS ON THE BUDGET

SEC. 305. (a) PROCEDURE IN HOUSE OF REPRESENTATIVES
AFTER REPORT OF COMMITTEE; DEBATE.—

(1) When the Committee on the Budget of the House of
Representatives has reported any concurrent resolution on the
budget, it is in order at any time after the fifth day (excluding
Saturdays, Sundays, and legal holidays) following the day on
which the report upon such resolution by the Committee on the
Budget has been available to Members of the House and, if ap-

licable, after the first day (excluding Saturdays, Sundays, and
egal holidays) following the day on which a report upon such
resolution by the Committee on Rules pursuant to section
301(c) has been available to Members of the House (even
though a previous motion to the same effect has been dis-
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 egually between
the 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. ' e

(4) Only if a concurrent resolution on the budget reported
by the Committee on the Budget of the House sets forth the
economic goals (as described in sections 3(a}2) and (4)b) of the
Full Employment Act of 1946) which the estimates, amounts,
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and levels (as described in section 301(a)) set forth in such res-
olution 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
orde: to be consistent with the goals proposed in such amend-
ment.
(5) Consideration of any concurrent resolution on the budg-
et 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 figure or
figures in the resolution as so reported to the extent necessary
to achieve mathematical consisten%

(6) Debate in the House of Representatives on the con-
ference r?ort on any concurrent resolution on the budget shall
be limited to not more than 5 hours, which shall be divided
equally between the majority and minority parties. A motion
further to limit debate is not debatable. A motion to recommit

- the conference report is not in order, and it is not in order to
' move to reconsider the vote by which the conference report is
agreed to or disagreed to.

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

(b) PROCEDURE IN SENATE AFTER REPORT OF COMMITTEE; DE-

BATE; AMENDMENTS.—

(1) Debate in the Senate on any concurrent resolution on
the budget, and all amendments thereto and debatable motions
and a;;lpeals in connection therewith, shall be limited to not
more than 50 hours, except that with respect to any concurrent
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 concur-
rent 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 mana‘i;r 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 ger-
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mane to the Krovisions 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 resolution,
allot additional time to any Senator during the consideration
of any amendment, debatable motion, or appeal.

(3) Following the presentation of opening statements on
the concurrent resolution on the budget f‘:)r 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
concurrent resolution on the budget reported by the Committee
on the Budget of the Senate sets fortl!1J the economic goals (as
described 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 mo-
tion 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.

(6) Notwithstanding any other rule, an amendment or se-
ries of amendments to a concurrent resolution on the budget
proposed 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 resolution so as
to make such concurrent resolution mathematically consistent
or so as to maintain such consistency.

(c) ACTION ON CONFERENCE REPORTS IN THE SENATE.—

(1) A motion to proceed to the consideration of the con-
ference report on any concurrent resolution on the budget (or
a reconciliation bill or resolution) may be made even though a
previous motion to the same effect has been disagreed to.

(2) During the consideration in the Senate of the con-
ference report (or a message between Houses) on any concur-
rent resolution on the budget, and all amendments in disagree-
ment, and all amendments thereto, and debatable motions and
appeals in connection therewith, debate shall be limited to 10
hours, to be equally divided between, and controlled by, the
majority leader and minority leader or their designees. Debate
on any debatable motion or appeal related to the conference re-
port (or a message between Houses) shall be limited to 1 hour,
to be equally divided between, and controlled by, the mover
and the manager of the conference report (or a message be-

tween Houses).
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(3) Should the conference report be defeated, debate on
any request for a new conference and the appointment of
conferrees shall be limited to 1 hour, to be equally divided be-
tween, 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 manager of the conference report is in favor of any
motion, appeal, or amendment, the time in opposition shall be
under the control of the minority leader or his designee.

(4) In any case in which there are amendments in dis-
agreement, time on each amendment shall be limited to 30
minutes, to be equally divided between, and controlled by, the
manager of the conference report and the minority leader or
his designee. No amendment that is not germane to the provi-
sions of such amendments shall be received.

(d) CONCURRENT RESOLUTION MUST BE CONSISTENT IN THE
SENATE.—It shall not be in order in the Senate to vote on the ques-
tion of agreeing to—

(1) a concurrent resolution on the budget unless the fig-
ures then contained in such resolution are mathematically con-
sistent; 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 MUST BE
HANDLED BY BUDGET COMMITTEES

SEcC. 306. No bill, resolution, amendment, motion, or conference
report, 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 un-
less it is an amendment to such a bill or resolution.

HOUSE COMMITTEE ACTION ON ALL APPROPRIATION BILLS TO BE
COMPLETED BY JUNE 10

SEC. 307. On or before June 10 of each year, the Committee
on Appropriations of the House of Representatives shall report an-
nual appropriation bills providing new budget authority under the
jurisdiction of all of its subcommittees for the fiscal year which be-

- gins on October 1 of that year.
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REPORTS, SUMMARIES, AND PROJECTIONS OF CONGRESSIONAL BUDGET
ACTIONS

SEC. 308. (a) REPORTS ON LEGISLATION PROVIDING NEW BUDG-
ET AUTHORITY, NEW SPENDING AUTHORITY, OR NEW CREDIT AU-
THORITY, OR PROVIDING AN INCREASE OR DECREASE IN REVENUES
OR TAX EXPENDITURES.—

(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 (or
fiscal years), the report accompanying that bill or resolution
shall contain a statement, or the committee shall make avail-
able such a statement in the case of an approved committee
amendment which 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 appro-
priate allocations in the reports submitted under section
302(b) for the most recently agreed to concurrent resolu-
tion on the budget for such fiscal year (or fiscal years);

(B) including an identification of any new spending au-
thority described in section 401(c)(2) which is contained in
such measure and a justification for the use of such financ-
ing method instead of annual a%pro riations;

(C) containing a projection by the Congressional Budg-
et Office of how such measure will affect the levels of such
budget authority, budget outlays, spending authority, reve-
nues, tax expenditures, direct loan obligations, or rimarﬁ
loan guarantee commitments under existing law for suc
fiscal year (or fiscal years) and each of the four ensuing fis-
caldyears, if timely submitted before such report is filed;
an

(D) containing an estimate by the Congressional Budg-
et Office of the level of new budget authority for assistance
to State and local governments provided by such measure,
if timely submitted before such report is filed.

(2) Whenever a conference report is filed in either House
and such conference report or any amendment reported in dis-

eement or any amendment contained in the joint statement
of managers to be proposed. by the conferees in the case of
technical disagreement on such bill or resolution provides new
budget authority (other than continuing appropriations), new
spending authority described in section 401?0)(2 , or new credit
authority, or provides an increase or decrease in revenues for

a fiscal year (or fiscal years), the statement of managers ac-

companying such conference report shall contain the informa-

tion described in paragraph (1), if available on a timely basis.

If such information is not available when the conference report

is filed, the committee shall make such information available

to Members as soon as practicable prior to the consideration of

such conference report.
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(b) UP-To-DATE TABULATIONS OF CONGRESSIONAL BUDGET Ac-
TION.—

(1) The Director of the Congressional Budget Office shall
issue to the committees of the House of Representatives and
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-
tures for each fiscal year covered by a concurrent resolution on
the budget. Such reports shall include but are not limited to
an ug;to-@ate tabulation comparing the appropriate aigregate
and funcrional 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 with the
levels provided by law for the fiscal year preceding the first fis-
cal year covered by the appropriate concurrent resolution.

(2) The Committee on the Bud%gt of each House shall
make available to Members of its House summary budget
scorekeeping reports. Such reports—

(A) shall be made available on at least a monthly
basis, but in any case frequently enough to provide Mem-
bers of each House an accurate representation of the cur-
rent status of congressional consideration of the budget;

(B) shall include, but are not limited to summaries of
tabulations provided under subsection (b)(1); and

(C) shall be based on information provided under sub-
section (b)(1) without substantive revision.

The chairman of the Committee on the Budget of the House of Rep-
resentatives shall submit such reports to the Speaker.

(c) FIVE-YEAR PROJECTION OF CONGRESSIONAL BUDGET ACT.—
As soon as practicable after the beginningi of each fiscal year, the
Director of the Congressional Budget Office shall issue a report
projecting for the period of 5 fiscal years beginning with such fiscal
year—
(1) total new budget authority and total budget outlays for
each fiscal year in such period;

(2) revenues to be received and the major sources thereof,
and Eihe 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 pe-
riod; 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 Representa-
tives to consider an{u‘resolution providing for an adjournment pe-
riod of more than three calendar days during the month of July
until the House of Representatives has approved annual appropria-
tion bills Eroviding new budget authority under the jurisdiction of
all the subcommittees of the Committee on Appropriations for the
fiscal year beginning on October 1 of such year. For purposes of
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this section, the chairman of the Committee on Appro&riations of
the House of Representatives shall periodically advise the Speaker
as to changes in jurisdiction among its various subcommittees.

RECONCILIATION

SEC. 310. (a) INCLUSION OF RECONCILIATION DIRECTIVES IN
CONCURRENT RESOLUTIONS ON THE BUDGET.—A concurrent resolu-
tion on the budget for any fiscal year, to the extent necessary to
effectuate the provisions and requirements of such resolution,

shall— ]
(1) specify the total amount by which—
(A) new budget authority for such fiscal year;
(B) budget authority initially provided for prior fiscal
years;
(C) new entitlement authority which is to become ef-
fective during such fiscal year; and
(D) credit authority for such fiscal year,

contained in laws, bills, and resolutions within the jurisdiction

of a committee is to be changed and direct that committee to

determine and recommend changes to accomplish a change of
such total 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 amounts 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) (including a direction to
achieve deficit reduction).

(b) LEGISLATIVE PROCEDURE.—If a concurrent resolution con-
taining directives to one or more committees to determine and rec-
ommend changes in laws, bills, or resolutions is agreed to in ac-
cordance with subsection (a), and—

(1) only one committee of the House or the Senate is di-
rected to determine and recommend changes, that committee
shall promptly make such determination and recommendations
and report to its 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
committee so directed shall promptly make such determination
and recommendations and submit such recommendations to
the Committee on the Budget of its House, which upon receiv-
ing all such recommendations, shall report to its House rec-
onciliation legislation carrying out all such recommendations
without aniy substantive revision.

For purposes of this subsection, a reconciliation resolution is a con-
current resolution directing the Clerk of the House of Representa-
tives or the Secretarﬁ of the Senate, as the case may be, to make
specified changes in bills and resolutions which have not been en-

rolled
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(c) COMPLIANCE WITH RECONCILIATION DIRECTIONS.—(1) Any
committee of the House of Representatives or the Senate that is di-
rected, pursuant to a concurrent resolution on the budget, to deter-
mine and recommend changes of the type described in paragraphs
(1) and (2) of subsection (a) with respect to laws within 1ts jurisdic-
tion, sha& g)gfdeemed to have complied with such directions—

11—

(i) the amount of the changes of the type described in
paragraph (1) of such subsection recommended by such
committee 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 more
than 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs
(1) and (2) of such subsection, and

(ii) the amount of the changes of the type described in
paragraph (2) of such subsection recommended by such
committee 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 more
than 20 percent of the total of the amounts of the changes
such committee was directed to make under paragraphs
(1) and (2) of such subsection; and
(B) if the total amount of the changes recommended by

such committee is not less than the total of the amounts of the

changes such committee was directed to make under para-
graphs (1) and (2) of such subsection.

(2)(A) Upon the reporting to the Committee on the Budget
of the Senate of a recommendation that shall be deemed to
have complied with such directions solely by virtue of this sub-
section, the chairman of that committee may file with the Sen-
ate ax:rropriately revised allocations under section 302(a) and
revised functional levels and aggregates to carry out this sub-
section.

(B) Upon the submission to the Senate of a conference re-
port recommending a reconciliation bill or resolution in which
a committee shall be deemed to have complied with such direc-
tions solely by virtue of this subsection, the chairman of the
Committee on the Budget of the Senate may file with the Sen-
ate a;:{)ropriately revised allocations under section 302(a) and
revised functional levels and aggregates to carry out this sub-
section.

(C) Allocations, functional levels, and aggregates revised
pursuant to this paragraph shall be considered to be alloca-
tions, functional levels, and aggregates contained in the con-
current resolution on the budget pursuant to section 301. '

(D) Upon the filing of revised allocations pursuant to this
paragraph, the reporting committee shall report revised alloca-
tions pursuant to section 302(b) to carry out this subsection.

(d) LIMITATION ON AMENDMENTS TO RECONCILIATION BILLS AND
RESOLUTIONS.— -

(1) It shall not be in order in the House of Representatives
to consider any amendment to a reconciliation bill or reconcili-
ation resolution if such amendment would have the effect of in-
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creasing any specific budﬁet outlays above the level of such
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 gpeciﬁc budget outlays,
an equivalent increase in other specific Federal revenues, or an
equivalent combination thereof (for such fiscal years), except
that a motion to strike a provision providing new budget au-
thority 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 rec-
onciliation instructions which relate to such 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 resolution, 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 equivalent
to any increase in outlays or decrease in revenues provided by
such amendment, except that a motion to strike a provision
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 ses of this section, the levels of budget out-
lays and Federal revenues for a fiscal year shall be determined
on the basis of estimates made by the Committee on the Budg-
et of lt);le}e House of Representatives or of the Senate, as the case
may be.

(5) The Committee on Rules of the House of Representa-
tives may make in order amendments to achieve changes speci-
fied by reconciliation directives contained in a concurrent reso-
lution 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 paragragh (2), the provisions of
section 305 for the consideration in the Senate of concurrent
resolutions on the budget and conference reports therecu shall
also apply to the consideration in the Senate of reconciliation
aillls reported under subsection (b) and conference reports

ereon.

(2) Debate in the Senate on any reconciliation bill reported
under subsection (b), and all amendments thereto and debat-
able motions and appeals in connection therewith, shall be lim-
ited to not more than 20 hours.

(f) COMPLETION OF RECONCILIATION PROCESS.—It shall not be

in order in the House of Representatives to consider any resolution



176

providing for an adjournment period of more than three calendar
days during the month of July until the House of Representatives
has completed action on the reconciliation legislation for the fiscal
year beginning on October 1 of the calendar year to which the ad-
Journment resolution pertains, if reconciliation legislation is re-
?uired to be reported by the concurrent resolution on the budget
or such fiscal year.

(8)® LIMITATION ON CHANGES TO THE SOCIAL SECURITY ACT.—
Notwithstanding any other provision of law, it shall not be in order
in the Senate or the House of Representatives to consider any rec-
onciliation bill or reconciliation resolution reported pursuant to a
concurrent resolution on the budget agreed to under section 301 or
304, or a joint resolution pursuant to section 258C of the Balanced
Budget and Emergency Deficit Control Act of 1985, or any amend-
ment thereto or conference report thereon, that contains rec-
ommendations with respect to the old-age, survivors, and disability
insurance 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. (aX1) LEGISLATION SUBJECT TO POINT OF ORDER.—
Except as provided by subsection (b), after the Congress has com-
pleted action on a concurrent resolution on the budget for a fiscal
year, it shall not be in order in either the House of Representatives
or the Senate to consider any bill, joint resolution, amendment, mo-
tion, or conference report providing new budget authority for such
fiscal year, providing new entitlement authority effective during
such fiscal year, or reducing revenues for such fiscal year, 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 refport;

would cause the appropriate level of total new budget authority or
total budget outlays set forth in the most recently agreed to concur-
rent resolution on the budget for such fiscal year to be exceeded,
or would cause revenues to be less than the appropriate level of
total revenues set forth in such concurrent resolution except in the
case that a declaration of war by the Congress is in effect.

(2XA) After the Congress has completed action on a concurrent
resolution on the budfet, it shall not be in order in the Senate to
consider any bill, resolution, amendment, motion, or conference re-
port that would cause the appropriate level of total new budget au-
thority or total budget outlays or social security outlays set forth
for the first fiscal year in the most recently agreed to concurrent
resolution on the budget covering such fiscal year to be exceeded,
or would cause revenues to be less than the appropriate level of
total revenues (or social security revenues to be less than the ap-
propriate level of social security revenues) set forth for the first fis-
cal year covered by the resolution and for the period including the

*The requirement in the Senate for three-fifths vols to sustain this point of order expires on
} &phmbcrmw.lﬂ.
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first ﬁqcal year plus the following 4 fiscal years in such concurrent
resolution.
(B) In applying this para:&raph—-

(iXI) estimated social security outlays shall be deemed to
be reduced by the excess of estimated social security revenues
(including those provided for in the bill, resolution, amend-
ment, or conference report with respect to which this sub-
section is applied) over the appropriate level of Social Security
revenues specified in the most recently agreed to concurrent
resolution on the budget;

(I1) estimated social security revenues shall be deemed to
be increased to the extent that estimated social security out-
lays are less (taking into account the effect of the bill, resolu-
tion, amendment, or conference report to which this subsection
is being a;:glied) than the appropriate level of social security
outlays in the most recently agreed to concurrent resolution on
the budget; and

(iiXI) estimated Social Security outlays shall be deemed to
be increased by the shortfall of estimated social security reve-
nues (including Social Security revenues provided for in the
bill, resolution, amendment, or conference report with respect
to which this subsection is applied) below the appropriate level
of social security revenues specified in the most recently adopt-
ed concurrent resolution on the budget; and

(iI) estimated social security revenues shall be deemed to
be reduced by the excess of estimated social securitg outlays
(including social security outlays previded for in the bill, reso-
lution, amendment, or conference report with respect to which
this subsection is applied) above the appropriate level of social
security outlays specified in the most recently adopted concur-
rent resolution on the budget; and

(iii) no provision of any bill or resolution, or any amend-
ment thereto or conference report thereon, involving a change
in chapter 1 of the Internal Revenue Code of 1986 shall
treated as affecting the amount of social security revenues un-
less such provision changes the income tax treatment of social
security benefits. .

The chairman of the Committee on the Budget of the Senate may
file with the Senate appropriately revised allocations under section
302(a) and revised functional levels and aggregates to reflect the
application of the preceding sentence. Such revised allocations,
functional levels, and aggregates shall be considered as allocations,
functional levels, and ates contained in the most recently
agreed to concurrent resolution on the budget, and the appropriate
gax;(xtx:)lttees shall report revised allocations pursuant to section
(b) EXCEPTION IN THE HOUSE OF REPRESENTATIVES.—Sub-
section (a) shall not apply in the House of Representatives to any
bill, resolution, or amendment which provides new budget author-
ity or new entitlement authority effective during such fiscal year,
or to any conference 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
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(8) 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
budget authority or new entitlement authority made pursuant to
section 302(a) for such fiscal year, for the committee within whose
jurisgéction such bill, resolution, or amendment falls, to be ex-

(c) DETERMINATION OF BUDGET LEVELS.—For purposes of this
section, the levels of new budget authority, budget outlays, new en-
titlement 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. .

EFFECTS OF POINTS OF ORDER

SEC. 312. 10 POINTS OF ORDER IN THE SENATE AGAINST AMEND-
MENTS BETWEEN THE HOUSES.—Each provision of this Act that es-
tablishes a point of order against an amendment also establishes
a point of order in the Senate against an amendment between the
Houses. If a point of order under this Act is raised in the Senate
against an amendment between the Houses, and the Presiding Of-
ficer sustains the point of order, the effect shall be the same as if
the Senate had disagreed to the amendment.

(b) EFFECT OF A POINT OF ORDER ON A BILL IN THE SENATE.—
‘In the Senate, if the Chair sustains a point of order under this Act
against a bill, the Chair shall then send the bill to the committee
of appropriate jurisdiction for further consideration. '

EXTRANEOUS MATTER IN RECONCILIATION LEGISLATION
(THE “BYRD RULE”)

SEC. 313. (a) IN GENERAL.—When the Senate is considering a
reconciliation bill or a reconciliation resolution pursuant to section
310 (whether that bill or resolution originated in the Senate or the
House) or section 258C of the Balanced Budget and Emersency
Deficit Control Act of 1985, upon a point of order being made by
any Senator 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,
and the point of order is sustained by the Chair, any part of said
title or provision that contains material extraneous to the instruc-
tions to said Committee as defined in subsection (b) shall be
deemed stricken from the bill and may not be offered as an amend-
ment from the floor.

(b) EXTRANEOUS PROVISIONS.—(1XA) Except as provided in
paragraph (2), a provision of a reconciliation bill or reconciliation
resolution considered pursuant to section 310 shall be considered
extraneous if such provision does not produce a change in outlag;s
or revenue, includin%‘ changes in outlays and revenues brought
about by changes in the terms and conditions under which outlays
are made or revenues are required to be collected (but a provision
in which outlay decreases or revenue increases exactly offset outlay
increases or revenue decreases shall not be considered extraneous

1085 in law; “(a)” should have been added.
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by virtue of this subparagraph); (B) any provision producing an in-
crease in outlays or decrease in revenues shall be considered extra-
neous if the net effect of provisions reported by the Committee re-
go.rtmg the title containing the provision is that the Committee
ails to achieve its reconciliation instructions; (C) a provision that
i8 not in the jurisdiction of the Committee with jurisdiction over
said title or provision shall be considered extraneous; (D) a provi-
sion shall be considered extraneous if it produces changes in out-
lays or revenues which are merely incidental to the non-budgetary
components of the provision; (E) a provision shall be considered to
be extraneous if it increases, 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
resolution, and such increases or decreases are greater than outlay
reductions or revenue increases resulting from other provisions in
such title in such year; and (F) a provision shall be considered ex-
traneous if it violates section 310(g).

(2) A Senate-originated Irovision shall not be considered extra-
neous under paragraph (1XA) if the Chairman and Ranking Minor-
ity 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 changie.n(f outlays or revenue and
both provisions together produce a net reduction in the deficit; (B)
the provision will result in a substantial reduction in outlays or a
substantial increase in revenues during fiscal years after the fiscal
years covered by the reconciliation bill or reconciliation 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 regulations
authorized by the provision or likely to be proposed, court rulings
on pendirg litigation, or relationships between economic indices
and stipulated statutory triggers pertaining to the provision, other
than the regulations, court rulings or relationships currently pro-
jected by the Congressional Budget Office for scorekeeping pur-
poses; or (D) such provision will be likely to produce a significant
reduction in outlays or increase in revenues but, due to insufficient
data, such reduction or increase cannot be reliably estimated.

(3) A provision reported by a committee shall not be considered
extraneous under paragraph (1XC) if (A) the provision is an inte-
gral part of a g:o‘nsion or title, which if introduced as a bill or res-
olution would be referred to such committee, and the provision sets
forth the procedure to carry out or imglement the substantive pro-
visions that were reported and which fall within the jurisdiction of
such committee; or (B) the provision states an exception to, or a
special a?licahon of, the general provision or title of which it is
a part and such general provision or title if introduced as a bill or
resolution would be referred to such committee.

(c) EXTRANEOUS MATERIALS.—Upon the reporting or discharge
of a reconciliation bill or resolution pursuant to section 310 in the
Senate, and again upon the submission of a conference report on
such a reconciliation bill or resolution, the Committee on the Budg-
et of the Senate shall submit for the record a list of material con-
gidered to be extraneous under subsections (b)(1XA), (bX1XB), and
(bX1XE) of this section to the instructions of a committee as pro-
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vided in this section. The inclusion or exclusion of a provision shall
not constitute a determination of extraneousness by the Presiding
Officer of the Senate.

(c)1! When the Senate is considering a conference report on, or
an amendment between the Houses in relation to, a reconciliation
bill or reconciliation resolution pursuant to section 310, upon—

(1) a point of order being made by any Senator against ex-
traneous material meeting the definition of subsections
(bX1XA), (bX1XB), (bX1XD), (bX1XE), or (bX1XF), and '

(2) such point of order being sustained,

such material contained in such conference report or amendment
shall be deemed stricken, and the Senate shall proceed, without in-
tervening action or motion, to consider the question of whether the
Senate shall recede from its amendment and concur with a further
amendment, or concur in the House amendment with a further
amendment, as the case may be, which further amendment shall
consist of only that portion of the conference report or House
amendment, as the case may be, not so stricken. Any such motion
in the Senate shall be debatable for two hours. In any case in
which such point of order is sustained against a conference report
(or Senate amendment derived from such conference report by op-
eration of this subsection), no further amendment shall be in order.

(d) GENERAL POINT OF ORDER.—Notwithstanding any other
law or rule of the Senate, it shall be in order for a Senator to raise
a single point of order that several provisions of a bill, resolution,
amendment, motion, or conference report violate this section. The
Presiding Officer may sustain the point of order as to some or all
of the provisions against which the Senator raised the point of
order. If the Presiding Officer so sustains the point of order as to
some of the provisions (including provisions of an amendment, mo-
tion, or conference report) against which the Senator raised the
point of order, then only those provisions (including provisions of
an amendment, motion, or conlgrence report) against which the
Presiding Officer sustains the point of order shall be deemed strick-
en pursuant to this section. Before the Presiding Officer rules on
such a point of order, any Senator may move to waive such a point
of order as it applies to some or all of the provisions against which
the point of order was raised. Such a motion to waive is amendable
in accordance with the rules and precedents of the Senate. After
the Presiding Officer rules on such a point of order, any Senator
may appeal the ruling of the Presiding Officer on such a point of
order as it applies to some or all of the provisions on which the
Presiding Officer ruled. '

(e) DETERMINATION OF LEVELS.—For purposes of this section,
the levels of new budget authority, budget outlays, new entitlement
authority, and revenues for a fiscal year shall be determined on the
basis of estimates made by the Committee on the Budget of the

Senate.

11 Section 13214(bX2) and (3) of P.L. 101-508 inadvertently created two subsection (c)’s.
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TITLE IV—-ADDITIONAL PROVISIONS TO IMPROVE FISCAL
- PROCEDURES

BILLS PROVIDING NEW SPENDING AUTHORITY

SEC. 401. (a) CONTROLS ON LEGISLATION PROVIDING SPENDING
AUTHORI.TY.-—It shall not be in order in either the House of Rep-
resentatives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, as reported to its House
which provides new spending authority described in subsection
(cX2) (A) or (B), unless that bill, resolution, conference report, or
amendment also provides that such new sggnding authority as de-
scribed in subsection (cX2) (A) or (B) is to be effective for any fiscal
year qnly to such extent or in such amounts as are provided in ap-
propriation Acts. _

(b) LEGISLATION PROVIDING ENTITLEMENT AUTHORITY.—

(1) It shall not be in order in either the House of Rep-
resentatives or the Senate to consider any bill, joint resolution,
amendment, motion, or conference report, as reported to its
House which provides new spending authority described in
subsection (cX2)(C) 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 Representatives 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 authorit{ 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

Ap rogriations of that House with instructions to report it,

with the committee’s recommendations, within 15 calendar

days (not counting any day on 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 paragraph within such 15-day period, the committee shall

automatically be discharged from further consideration of such
bill or resolution and such bill or resolution shall be placed on
the appropriate calendar.

( f’ 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

authority” means spending authority not provided by law on
the effective date of this Act, including any increase in or addi-
tion to sgending authority provided by law on such date.

(2) For purposes of paragraph (1), the term “spending au-
thority” means authority (whether temporary or permanent)—
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(A) to enter into contracts under which the United
States is obligated to make outlays, the budget authority
for which is not provided in advance b appropriation Acts;

(B) to incur indebtedness (other than indebtedness in-
curred under chapter 31 of title 31 of the United States
Code) for the repayment of which the United States is lia-
ble, the budget authority for which is not provided in ad-
vance by appropriation Acts;

C) to make payments (including loans and grants),
the budget authority for which is not provided for in ad-
vance by appropriation Acts, to any person or government
if, under the provisions of the law containing such author-
ity, the United States is obligated to make such payments
to persons or governments who meet the requirements es-
tablished by such law;

(D) to torego the collection by the United States of pro-
prietary offsetting receipts, the budget authority for which
18 not provided in advance by appropriation Acts to offset
such foregone receipts; and

(E) to make payments by the United States (including
loans, grants, and payments from revolving funds) other
than those covered by subglaragraph (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 or
overnment.

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 Secu-
Xct{) Act (as in effect on the date of the enactment of this

; or :

(B) from any other trust fund, 90 percent or more of
the receipts of which consist or will consist of amounts
(transferred from the general fund of the Treasury) equiva-
lent to amounts of taxes (related to the purposes for which
such outlays are or will be made) received in the Treasury
?gggr specified provisions of the Internal Revenue Code of
(2) Subsections (a) and (b) shall not apply to new spending

authority which is an amendment to or extension of the State

.and Loce! 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— ‘

(A) the outlays resulting therefrom are made by an or-
ganization which is (i) a mixed-ownership Government cor-
poration (as defined in section 201 of the Government Cor-
poration Control Act), or (ii) a wholly owned Government
corporation (as defined in section 101 of such Act) which
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is sagleciﬁcally exempted by law from compliance with any
or all of the grovisions 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 Froceeds of gifts or bequests made to the United
States for a specific purpose.

LEGISLATION PROVIDING NEW CREDIT AUTHORITY

SEC. 402. (a) CONTROLS ON LEGISLATION PROVIDING NEW
CREDIT AUTHORITY.—It shall not be in order in either the House
of Representatives or the Senate to consider any bill, joint resolu-
tion, amendment, motion, or conference report, as reported to its
House, which ﬁrovides new credit authority described in subsection
(b)1), unless that bill, resolution, conference report, or amendment
also provides that such new credit authority is to be effective for
anI scal year only to such extent or in such amounts as are pro-
vided in appropriation Acts.

(b) DEFINITION.—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, to the extent practicable, prepare for each bill or resolution
of a public character reported by any committee of the House of
Representatives or the Senate (except the Committee on Appropria-
tions of each House), and submit to such committee—

(1) an estimate of the costs which would be incurred in

ing out such bill or resolution in the fiscal year in which

it is to gecome effective and in each of the 4 fiscal years follow-
ing t:lwh fiscal year, together with the basis for each such esti-
mate; -

(2) an estimate of the cost which would be incurred b

State and local governments in carrying out or complyinﬁlwit
any significant bill or resolution in the fiscal year in which it
is to become effective and in each of the four fiscal years fol-
lowing such fiscal year, together with the basis for each such
estimate;

(3) a comparison of the estimates of costs described in
paragraphs (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 Federal
financial 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 time-
ly submitted to such committee before such report is filed.

(b) For purposes of subsection (aX2), the term “local govern-
ment” has the same meaning as in section 103 of the Intergovern-
mental Cooperation Act of 1968, o .

(c) For purposes of subsection (a}2), the term “significant bill
or resolution” is defined as any bill or resolution which in the judg-

Y
-
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ment of qxe‘ 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 con-
sequtences for a geographic region or a particular level of govern-
ment. '

* * * * * -~ *

TITLE V—CREDIT REFORM

SEC. 500. SHORT TITLE.
This title may be cited as the “Federal Credit Reform Act of

1990”.

SEC. 501. PURPOSES.
The purposes of this title are to—
1) measure more accurately the costs of Federal credit

programs;

(2) place the cost of credit programs on a budgetary basis
equivalent to other Federal spending;

(3) encourage the delivery of benefits in the form most ap-
propriate to the needs of beneficiaries; and

(4) improve the allocation of resources among credit pro-
grams and between credit and other spending programs.

SEC. 502. DEFINITIONS.

For oses of this title—
?1) he term “direct loan” means a disbursement of funds

by the Government to a non-Federal borrower under a contract
that resl‘uires the repayment of such funds with or without in-
terest. The term includes the purchase of, or participation in,
a loan made by another lender. The term does not include the
acquisition of a federally guaranteed loan in satisfaction of de-
fault claims or the price support loans of the Commodity Credit
Corporation.

(2) The term “direct loan obligation” means a binding
agreement by a Federa{!ula‘lﬁency to make a direct loan when
specified conditions are led by the borrower.

(8) The term {loan guarantee” means any guarantee,.in-
surance, or other plegfe with respect to the payment of all or
a part of the principal or interest on any debt obligation of a
non-Federal borrower to a non-Federal lender, but does not in-
clude the insurance of deposits, shares, or other withdrawable
accounts in financial institutions.

(4) The term “loan guarantee commitment” means a bind-
ing agreement by a Federal agency to make a loan guarantee
when specified conditions are fulfilled by the borrower, the
lender, or any other garty to the guarantee agreement.

(6XA) The term “cost” means the estimated long-term cost
to the Government of a direct loan or loan guarantee, cal-
culated on a net present value basis, excluding administrative
costs and any incidental effects on governmental receipts or

outlays.
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(B) The cost of a direct loan shall be the net tpresent value,
at the time when the direct loan is disbursed, of the following
cash flows:
(i) loan disbursements;
(ii) repayments of principal; and
iii) payments of interest and other payments by or to
the Government over the life of the loan after adjusting for
estimated defaults, prepayments, fees, penalties and other

recoveries.
(C) The cost of a loan guarantee shall be the net present

g.alue when a guaranteed loan is disbursed of the cash flow
om—-
(i) estimated payments by the Government to cover de-
faults and delinquencies, interest subsidies, or other pay-
ments, and
(i1) the estimated payments to the Government includ-
in% origination and other fees, penalties and recoveries.
(D) Any Government action that alters the estimated net
?resent value of an outstanding direct loan or loan guarantee
except modifications within the terms of existing contracts or
through other existing authorities) shall be counted as a
ch?ﬁe in the cost of that direct loan or loan guarantee. The
calculation of such changes shall be based on the estimated
present value of the direct loan or loan guarantee at the time

of modification.
(E) In estimating net present values, the discount rate

shall be the average interest rate on marketable Treasury se-
curities of similar maturity to the direct loan or loan guarantee
for which the estimate is being made.

(6) The term “credit program account” means the budget
account into which an appropriation to cover the cost of a di-
rect loan or loan guarantee ‘program is made and from which
such cost is disbursed to the financing account.

(7) The term “financing account” means the non-budget ac-
count or accounts associated with each credit program account
which holds balances, receives the cost ;;alllyment from the cred-
it grogram account, and also includes other cash flows to
and from the Government resulting from direct loan obliga-
?0?39 olr loan guarantee commitments made on or after October

(8) The term “h:}uidatix}f account” means the budget ac-
count that includes all cash flows to and from the Government

resulting from direct loan obligations or loan guarantee com-

mitments made prior to October 1, 1991. These accounts shall
be shown in the budget on a cash basis.
(9) The term “Director” means the Director of the Office of

Management and Budget.

SEC. 508. OMB AND CBO ANALYSIS, COORDINATION, AND REVIEW.

(a) IN GENERAL.—For the executive branch, the Director shall
be responsible for eoordinaﬁn&the estimates required by this title.
The Director shall consult with the agencies that administer direct
loan or loan guarantee gograms.

(b) DELEGATION.—The Director may delegate to iﬁencies au-
thority to make estimates of costs. The delegation of authority shall
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be based upon written %:.idelines, regulations, or criteria consistent
with the definitions in this title.

(c) COORDINATION WITH THE CONGRESSIONAL BUDGET OF-
FICE.—In developing estimation iuidelines, regulations, or criteria
to be used bK Federal agencies, the Director shall consult with the
Director of the Congressional Budget Office.

(d) IMPROVING COST ESTIMATES.—The Director and the Direc-
tor of the Congressional Budget Office shall coordinate the develop-
ment of more accurate data on historical performance of direct loan
and loan guarantee programs. They shall annually review the per-
formance of outstanding direct loans and loan guarantees to im-
prove estimates of costs. The Office of Management and Budget
and the Congressional Budget Office shall have access to all agency
data that may facilitate the development and improvement of esti-
mates of costs. '

.(e) HISTORICAL CREDIT PROGRAM CoSTS.—The Director shall
review, to the extent possible, historical data and develop the best
possible estimates of adjustments that would convert aggregate his-

torical budget data to credit reform accounting.
(f) ADMINISTRATIVE CoSTS.—The Director and the Director of

the Congressional Budget Office shall each analyze and report to
Congress on differences in long-term administrative costs for credit
programs versus grant programs by January 31, 1992. Their re-
ports shall recommend to Congress any changes, if necessary, in
the treatment of administrative costs under credit reform account-
ing.

SEC. 504. BUDGETARY TREATMENT.

(a) PRESIDENT’S BUDGET.—Beginning with fiscal year 1992, the
President’s budget shall reflect the costs of direct loan and loan
fuarantee programs. The budget shall also include the planned
evel of new direct loan obligations or loan guarantee commitments
associated with each appropriations request.

(b) APPROPRIATIONS REQUIRED.—Notwithstanding any other
provision of law, new direct loan obligations may be incurred and
new loan guarantee commitments may be made for fiscal year 1992
and thereafter only to the extent that—

(1) appropriations of budget authority to cover their costs
are made 1n advance;

(2) a limitation on the use of funds otherwise available for
the cost of a direct loan or loan guarantee program is enacted;
or

(3) authority is otherwise provided in appropriation Acts.

(c) EXEMPTION FOR MANDATORY PROGRAMS.—Subsection (b)
shall not apply to a direct loan or loan guarantee program that—

(1) constitutes an entitlement (such as the guaranteed stu-
dent loan program or the veterans’ home loan guaranty pro-
gram); or )

(2) all existing credit programs of the Commodity Credit
Corporation on the date of enactment of this title.

(d) BUDGET ACCOUNTING.—

(1) The authority to incur new direct loan obligations,
make new loan guarantee commitments, or directly or indi-
rectly alter the costs of outstanding direct loans and loan guar-
antees shall constitute new budget authority in an amount
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aual to the cost of the direct loan or loan guarantee in the fis-

year in which definite authority becomes available or in-
definite authority is used. Such budget authority shall con-
stitute an obligation of the credit program account to pay to
the financing account.

(2) The outlays resulting from new budget authority for
the cost of direct loans or loan guarantees described in para-
3aph (1) shall be paid from the credit program account into

e financing account and recorded in the fiscal year in which
gtee dxsect loan or the guaranteed loan is disbursed or its costs
red.

(8) All collections and payments of the financing accounts
shall be a means of financing.

(e) MODIFICATIONS.—A direct loan obligation or loan guarantee
commitment shall not be modified in a manner that increases its
cost unless budget authority for the additional cost is appropriated,
or is available out of existing appropriations or from other budg-
etary resources.

(f) REESTIMATES.—When the estimated cost for a group of di-
rect loans or loan guarantees for a given credit program made in
a single fiscal year is reestimated in a subsequent year, the dif-
ference between the reestimated cost and the previous cost esti-
mate shall be displayed as a distinct and separately identified sub-
account in the credit program account as a change in program costs
and a change in net interest. There is hereby provided permanent
indefinite authority for these reestimates.

(g) ADMINISTRATIVE EXPENSES.—AIl funding for an agency’s ad-
ministration of a direct loan or loan guarantee program shall be
displayed as distinct and separately identified subaccounts within
the same budget account as the program’s cost.

SEC. 505. AUTHORIZATIONS.

(a) AUTHORIZATION OF APPROPRIATIONS FOR COSTS.—There are
authorized to be appropriated to each Federal agency authorized to
make direct loan obligations or loan guarantee commitments, such
sums as may be necessary to pay the cost associated with such di-
rect loan obligations or loan guarantee commitments.

(b) AUTHORIZATION FOR FINANCING ACCOUNTS.—In order to im-
plement the accounting required by this title, the President is au-
thgrit:ed to establish such non-budgetary accounts as may be appro-
priate.
(¢) TREASURY TRANSACTIONS WITH THE FINANCING Ac-
COUNTS.—The Secretary of the Treasury shall borrow from, receive
from, lend to, or pay to the financing accounts such amounts as
may be appropriate. The Secretary of the Treasury may prescribe
forms and denominations, maturities, and terms and conditions for
the transactions described above. The authorities described above
shall not be construed to supercede or override the authority of the
head of a Federal agency to administer and operate a direct loan
or loan guarantee program. All of the transactions provided in this
subsection shall be subject to the provisions of subchapter II of
chapter 15 of title 31, United States Code. Cash balances of the fi-
nancing accounts in excess of current requirements shall be main-
tained in a form of uninvested funds and the Secretary of the

Treasury shall pay interest on these funds.

76-892 0 - 94 - 7
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. (d) AUTHORIZATION FOR LIQUIDATING ACCOUNTS.—If funds in
liquidating accounts are insufficient to satisfy the obligations and
commitments of said accounts, there is hereby provided permanent,
indefinite authority to make any payments required to be made on
such obligations and commitments.

(e) AUTHORIZATION OF APPROPRIATIONS FOR IMPLEMENTATION
EXPENSES.—There are authorized to be appropriated to existing ac-
counts such sums as may be necess for salaries and expenses
to carry out the responsibilities under this title.

(f) REINSURANCE.—Nothing in this title shall be construed as
authorizing or requiring the purchase of insurance or reinsurance
on a direct loan or loan guarantee from private insurers. If an
such reinsurance for a direct loan or loan guarantee is authorized,
the cost of such insurance and any recoveries to the Government
shall be included in the calculation of the cost.

(g) ELIGIBILITY AND ASSISTANCE.—Nothing in this title shall be
construed to change the authority or the responsibility of a Federal
agency to determine the terms and conditions of eligibility for, or
the amount of assistance provided by a direct loan or a loan guar-

antee.
SEC. 506. TREATMENT OF DEPOSIT INSURANCE AND AGENCIES AND
OTHER INSURANCE PROGRAMS.
(a) 12 IN GENERAL.— :

(1) This title shall not apply to the credit or insurance ac-
tivities of the Federal Deposit Insurance Corporation, National
Credit Union Administration, Resolution st Corporation,
Pension Benefit Guaranty Corforation, National Flood Insur-
ance, National Insurance Develogpment Fund, Crop Insurance,
or Tennessee Valle, Authoritﬂ'.

(2) The Director and the Director of the Congressional
Budget Office shall each study whether the accounting for Fed-
eral deposit insurance programs should be on a cash basis on
the same basis as loan guarantees, or on a different basis.
Each Director shall recport findings and recommendations to
the President and the Congress on or before May 31, 1991.

(3) For the purposes of paragraph (2), the Office of Man-
agement and Budget and the Congressional Budget Office shall
have access to all agency data that may facilitate these studies.

SEC. 507. EFFECT ON OTHER LAWS.

(a) EFFECT ON OTHER LAwS.—This title shall supersede, mod-
ify, or repeal any provision of law enacted prior to the date of en-
actment of this title to the extent such provision is inconsistent
with this title. Nothing in this title shall be construed to establish
a credit limitation on any Federal loan or loan guarantee program.

(b) CREDITING OF COLLECTIONS.—Collections resulting from di-
rect loans obligated or loan guarantees committed prior to October
1, 1991, shall be credited to the li%u;datin accounts of Federal
agencies. Amounts so credited shall available, to the same ex-
tent that they were available prior to the date of enactment of this
title, to liquidate obligations arising from such direct loans obli-
gated or loan guarantees committe glrior to October 1, 1991, in-
cluding repayment of any obligations held by the Secretary of the

1389 in law. There is no subsection (b).
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the Federal Financing Bank. The unobligated balances

of such accounts that are in excess of current needs shall be trans-
ferred to the general fund of the Treasury. Such transfers shall be
made from time to time but, at least once each year.

TITLE VI-BUDGET AGREEMENT ENFORCEMENT

PROVISIONS 13

SEC. 601. DEFINITIONS AND POINT OF ORDER.
(a) DEFINITIONS.—ASs 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 defi-
cit amount” means—

and

(A) with respect to. fiscal year 1991, $327,000,000,000;
(B) with respect to fiscal year 1992, $317,000,000,000;
(C) with respect to fiscal year 1993, $236,000,000,000;
(D) with respect to fiscal year 1994, $102,000,000,000;

(E) with respect to fiscal year 1995, $83,000,000,000;

as adjusted in strict conformance with sections 251, 252, and
253 of the Balanced Budget and Emergency Deficit Control Act

of 1985.
2)

DISCRETIONARY SPENDING LIMIT.—The term “discre-

tionary spending limit” means—

tionary

(A) with respect to fiscal year 1991—
(i) for the defense category: $288,918,000,000 in
new budget authority and $297,660,000,000 in outlays;
(ii) for the international category: $20,100,000,000
lin new gudget authority and $18,600,000,000 in out-
ays; an
(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
{n new ‘ll)udget authority and $19,100,000,000 in out-
ays; an
(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;
(i) for the international category: $21,400,000,000
lin new (limdget authority and $19,600,000,000 in out-
ays; an
(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 discre-
category: $510,800,000,000 in new budget author-

ity and $6534,800,000,000 in outlays;

13This title applies only to fiscal years 1991 to 19985. See section 607.
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. (E) with respect to fiscal year 1995, for the discre-
tionary category: $517,700,000,000 in new budget author-
ity and $5640,800,000,000 in outlays; and

(F) with respect to fiscal years 1996, 1997, and 1998,
for the discretionary category, the amounts set forth for
those years in section 12(b)1) of House Concurrent Resolu-
tion 64 (One Hundred Third Congress);

as a%iusted in strict conformance with section 251 of the Bal-

anced Budget and Emergency Deficit Control Act of 1985.

(b) 14 POINT OF ORDER IN THE SENATE ON AGGREGATE ALLOCA-
TIONS FOR DEFENSE, INTERNATIONAL, AND DOMESTIC DISCRE-

TIONARY SPENDING.—
t as otherwise provided in this subsection, it shall

(1) Exc:ip
not be in order in the Senate to consider anv concurrent resolu-
tion on the budget for fiscal year 1995, 1996, 1997, or 1998 (or
amendment, motion, or conference report on such a resolution)
that would exceed any of the discretionary spending limits in
this section.

(3) For purposes of this subsection, the levels of new budg-
et authority and outlays for a fiscal year shall be determined
on the basis of estimates made by the Committee on the Budg-
et of the Senate.

(4) This subsection shall not apply if a declaration of war
by the Congress is in effect or if a joint resolution pursuant to
section 258 of the Balanced Budget and Emergency Deficit
Control Act of 1985 has been enacted.

SEC. 602. COMMITTEE ALLOCATIONS AND ENFORCEMENT.

(a) COMMITTEE SPENDING ALLOCATIONS.—
(1) HOUSE OF REPRESENTATIVES.—

(A) ALLOCATION AMONG COMMITTEES.—The joint ex-
planatory statement accompanf'ing 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;
among each committee of the House of Representatives
that has jurisdiction over legislation providing or creating
such amounts.

(B) NO DOUBLE COUNTING.—Any item allocated to one
committee of the House of Representatives may not be al-
located to another such committee.

(C) FURTHER DIVISION OF AMOUNTS.—The amounts al-
located 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-

1480 in law. Paragrehs (3) and (4) should be redesignated as (2) and (8), respectively.
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vided between discretionary and mandatory amounts or

rograms, as appropriate.

2) SENATE ALLOCATION AMONG COMMITTEES.—The joint
explanatory statement accompanying a conference report on a
budget resolution shall include an allocation, consistent with
the resolution recommended in the conf ..ence report, of the ap-
propriate levels of—

(A) total new budget authority;

B) total outlays; and

(C) social security outlays;
among each committee of the Senate that has jurisdiction over
legislation providing or creating such amounts.

(3) AMOUNTS NOT ALLOCATED.—(A) In the House of Rep-
resentatives, if a committee receives no allocation of new budg-
et authority, entitlement authority, or outlays, that committee
shall be deemed to have received an allocation equal to zero for
new budlget authority, entitlement authority, or outlays.

(B) In the Senate, if a committee receives no allocation of
new budget authority, outlays, or social security outlays, that
committee shall be deemed to have received an allocation equal
fo zero for new budget authority, outlays, or social security out-

ays.

(b) SUBALLOCATIONS BY COMMITTEES.—
(1) SUBALLOCATIONS BY APPROPRIATIONS COMMITTEES.—AS

soon as practicable after a budget resolution is agreed to, the
Committee on Appropriations 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 (a}(1XA) or (a)2) among its subcommit-
tees. Each Committee on Approsriations shall promptly report
to it:?1 House suballocations made or revised under this para-
graph.
(2) SUBALLOCATIONS BY OTHER COMMITTEES OF THE SEN-

ATE.—Each other committee of the Senate to which an alloca-
tion under subsection (a}2) is made in the joint explanatory
statement may subdivide each amount allocated to it under
subsection (a) among its subcommittees or among programs
over which it has jurisdiction and shall promptly report any
such suballocations to the Senate. Section 302(c) shall not
apply in the Senate to committees other than the Committee
on Appropriations.

(c) APPLICATION OF SECTION 302(f) To 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 allo-
cation made under subsection (a) or any suballocation made under
subsection (b), as applicable, for the fiscal year of the resolution or
for the total of all fiscal years made by the joint explanatory state-
ment accomganﬁing the applicable concurrent resolution on the
budget. In the House of Representatives, the preceding sentence
shall not apply with respect to fiscal year 1991.

(d) APPLICATION OF SUBSECTIONS (a) AND (b) TO FISCAL YEARS
1992 TO 1995.—In the case of concurrent resolutions on the budget
for fiscal years 1992 through 1995, allocations shall be made under
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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 sections 302(c), (d), (e), (f), and (g) to section 302(a)
shall be deemed to be to subsection (a) (inclu g revisions made
under section 604) and all such references to section 302(b) shall
be deemed to be to subsection (b) (including revisions made under
section 604).

(e) PAY-AS-YOU-GO EXCEPTION IN THE HOUSE.— !5Section
302(fX1) and, after April 15 of any calendar year section 303(a),
shall not apply to any bill, joint resolution, amendment thereto, or
conference report thereon if, for each fiscal year covered by the
most recently agreed to concurrent resolution on the budget—

(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 increase the deficit for any such fiscal year, and, if the
sum of any revenue increases provided in legislation already en-
acted during the current session (when added to revenue increases,
if any, in excess of any outlay increase provided by the legislation
proposed for consideration) is at least as great as the sum of the
amount, if any, by which the aggregate level of Federal revenues
should be increased as set forth in that concurrent resolution and
the amount, if any, by which revenues are to be increased pursuant
to pay-as-you-go procedures under section 301(bX8) if included in
that concurrent resolution.

(2) REVISED ALLOCATIONS.—

(A) As soon as practicable after Congress agrees to a
bill or joint resolution that would have been subject to a
point of order under section 302(f)(1) but for the exception
provided in paragraph (1), the chairman of the Committee
on the Budget of the House of Representatives may file
with the House appropriately revised allocations under
section 302(a) and revised functional levels and budget ag-
gregates to reflect that bill.

(B) such revised allocations, functional levels, and
budget aggregates shall be considered for the purposes of
this Act as allocations, functional levels, and budget aggre-
gates contained in the most recently agreed to concurrent
resolution on the budget.

SEC. 603. CONSIDERATION OF LEGISLATION BEFORE ADOPTION OF
BUDGET RESOLUTION FOR THAT FISCAL YEAR.

(a) ADJUSTING SECTION ALLOCATION OF DISCRETIONARY SPEND-
ING.—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 shall submit to the House, as soon as
practicable, a section 602(a) allocation to the Committee on Appro-
priations consistent with the discretionary spending limits con-
tained in the most recent budﬁet submitted by the President under
section 1105(a) of title 31, United States Code. Such allocation
shall include the full allowance specified under section

1889 in law. “(1)” should have been inserted here and paragraphs (1), (2), and (3) should have
been redesignated as subparagraphs (A), (B), and (C).
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251(bX2XEXi) of the Balanced Budget and Emergency Deficit Con-

trol Act of 1985.
(b) As soon as practicable after a section 602(a) allocation is

submitted under this section, the Committee on Appropriations

shall make suballocations and promptly report those suballocations

to the House of Representatives.

SEC. 604. RECONCILIATION DIRECTIVES REGARDING PAY-AS-YOU-GO
y REQUIREMENTS.

(a) INSTRUCTIONS TO EFFECTUATE PAY-AS-YOU-GO IN THE
HOUSE OF REPRESENTATIVES.—If legislation providing for a net re-
duction in revenues in any fiscal year (that, within the same meas-
ure, 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 may report, within 15 legislative days during a
Congress, a pay-as-you-go reconciliation directive in the form of a
concurrent resolution—

(1) specifying the total amount by which revenues suffi-
cient to eliminate the net deficit increase resulting from that
legislation 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) CONSIDERATION OF PAY-AS-YOU-GO RECONCILIATION LEGIS-
LATION IN THE HOUSE OF REPRESENTATIVES.—In the House of Rep-
resentatives, subsections (b) through (d) 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.

SEC. 605. APPLICATION OF SECTION 3811; POINT OF ORDER.

(a) APPLICATION OF SECTION 311(a).—(1) In the House of Rep-
resentatives, in the application of section 311(a)1) to any bill, reso-
lution, 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.

(2) In the Senate, in the application of section 311(aX2) to any
bill, resolution, motion, or conference report, reference in section
311 to the 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 levels for that
year and the 4 succeeding years.

(b) MAxiMUM DEFICIT AMOUNT POINT OF ORDER IN THE SEN-
ATE.—After Congress has completed action on a concurrent resolu-
tion on the budget, it shall not be in order in the Senate to consider
any bill, resolution, amendment, motion, or conference report that
would result in a deficit for the first fiscal year covered by that res-
olution that exceeds the maximum deficit amount specified for such

fiscal year in section 601(a).
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SEC. 606. 5-YEAR BUDGET RESOLUTIONS; BUDGET RESOLUTIONS
MUST CONFORM TO BALANCED BUDGET AND EMER-
GENCY DEFICIT CONTROL ACT OF 1985.

(a) 5-YEAR BUDGET RESOLUTIONS.—In the case of any concur-
rent resolution on the budget for fiscal year 1992, 1993, 1994, or
1995, that resolution shall set forth appropriate levels for the fiscal
year beginning on October 1 of the calendar year in which it is re-
ported and for each of the 4 succeeding fiscal years for the matters
d-scribed in section 301(a).

(b) POINT OF ORDER IN THE HOUSE OF REPRESENTATIVES.—It
shall not be in order in the House of Representatives to consider
any concurrent resolution on the budget for a fiscal year or con-
ference report thereon under section 301 or 304 that exceeds the
maximum deficit amount for each fiscal year covered by the concur-
rent resolution or conference report as determined under section
601(a), including possible revisions under part C of the Balanced
Budget and Emergency Deficit Control Act of 1985.

¢) POINT OF ORDER IN THE SENATE.—It shall not be in order
in the Senate to consider any concurrent resolution on the budget
for a fiscal year under section 301, or to consider any amendment
to such a concurrent resolution, or to consider a conference report
on such a concurrent resolution, if the level of total budget outlays
for the first fiscal year that is set forth in such concurrent resolu-
tion 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 601(a), or if the adoption of such amendment would
result in a level of total budget outlsg's 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 years as determined under section 601(a).

(d) ADJUSTMENTS.—(1) Notwithstanding any other provision of
law, concurrent resolutions on the budget for fiscal years 1992,
1993, 1994, and 1995 under section 301 or 304 may set forth levels
consistent with allocations increased by—

(A) amounts not to exceed the budget authority amounts
in section 261(bX2XE)(i) and (ii) of the Balanced Budget and
Emergency Deficit Control Act of 1985 and the composite out-
lays %er category consistent with them; and

(B) the budget authority and outlay amounts in section
251(bX1) of that Act.

(2) For purposes of congressional consideration of provisions
described in sections 251(b)(2)(A), 251(bX2)B), 251(bX2)C),
251(b)(2)(D), and 252(e), determinations under sections 302, 303,
and 311 shall not take into account any new budget authority, new
entitlement authority, outlays, receipts, or deficit effects in any fis-

cal year of those provisions.

SEC. 607. EFFECTIVE DATE.
This title shall take effect upon its date of enactment and shall
apply to fiscal years 1991 to 1998.

* * * * * * *
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TITLE D(—MISCELLANE&{J'FEIQROVISIONS; EFFECTIVE

L] L * * * * *

EXERCISE OF RULEMAKING POWERS
SEC. 904. (a) The provisions of this title (except section 905)

"and of titles I, III, IV, V, and VI (except section 601 (a)) and the

provisions of sections 701, 703, and 1017 are enacted by the
Congress—

(1) as an exercise of the rulemaking power of the House of
Representatives and the Senate, respectively, and as such they
shall be considered as part of the 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

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

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

(c) WAIVER.—Sections 305(b)(2), 305(c)4), 306, 904(c), and

904(d) may be waived or suspended in the Senate only by the af-
firmative vote of three-fifths of the Members, duly chosen and
sworn. Sections 301(i), 302(c), 302(f), 310(d}2), 310(f), 311(a), 313,
601(b), and 606(c) of this Act and sections 258(a)}4XC),
258A(b)(3)(CXi), 258B(f)(1), 258B(h)(1), 258B(h)(3), 2568C(aX5), and
258C(b)(1) of the Balanced Budget and Emergency Deficit Control
Act of 1985 may be waived or suspended in the Senate only by the
affirmative vote of three-fifths' of the Members, duly chosen and
sworn.
(d) Appeals in the Senate from the decisions of the Chair relat-
ing to any provisions of title III or IV or section 1017 shall, except
as otherwise provided therein, be limited to 1 hour, to be equally
divided between, and controlled by, the mover and the manager of
the resolution, concurrent resolution, reconciliation bill, or rescis-
sion bill, as the case may be. An affirmative vote of three-fifths of
the Members of the Senate, duly chosen and sworn, shall be re-
quired in the Senate to sustain an appeal of the ruling of the Chair
on a point of order raised under sections 305(bX2), 305(c)4), 306,
904(c), and 904(d). An affirmative vote of three-fifths of the Mem-
bers of the Senate, duly chosen and sworn, shall be required in the
Senate to sustain an appeal of the ruling of the Chair on a point
of order raised under sections 301(i), 302(c), 302(f), 310(dX2),
310(f), 311(a), 313, 601(b), and 606(c) of this Act and sections
258(a)(4XC), 258A(bX3XCXi), 258B(fX1), 258B(hX1), 258B(hX3),
258C(a)5), and 258C(bX1) of the Balanced Budget and Emergency
Deficit Control Act of 1985 16

168, in law. A period was omitted.
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EFFECTIVE DATES

SEC. 905. (a) Exce&t as provided in the section, the provisions
of this Act shall take effect on the date of its enactment.

(b) Title II (except section 201(a)), section 403, and section
502(c) shall take effect on the day on which the first Director of the
Congressional Budget Office is appointed under section 201(a).

c) Except as provided in section 906, title III and section 402
shall apply with respect to the fiscal year beginning on October 1,
1976, and succeeding fiscal years, and section 401 shall take effect
oCn the first day of the second regular session of the Ninety-fourth

ongress.

d) The amendments to the Budget and Accounting Act, 1921,
made by sections 601, 603, and 604 shall apply with respect to the
fiscal year beginning on July 1, 1975, and succeeding fiscal years,
excef)t that section 201(g) of such Act (as added by section 601)
shall apply with respect to the fiscal year beginning on October 1,
1976, and succeeding fiscal years and section 201(i) of such Act (as
added by section 601) shall apply with respect to the fiscal year be-
ginning on October 1, 1978, and succeeding fiscal years. The
amendment to such Act made by section 602 shall apply with re-
spect to the fiscal year beginning on October 1, 1976, and succeed-
ing fiscal years.

* * * * * * *

TITLE X—IMPOUNDMENT CONTROL

PART A—GENERAL PROVISIONS
DISCLAIMER

SEC. 1001. Nothing contained in this Act, or in any amend-

ments made by this Act, shall be construed as—
(1) asserting or conceding the constitutional powers or lim-
itations of either the Congress or the President;
(2) ratifying or approving any impoundment heretofore or
hereafter executed or approved by the President or any other
Federal officer or employee, except insofar as pursuant to stat-

utory authorization then in effect;
(8) affecting in any way the claims or defenses of any party

to litigation concerning any impoundment; or
(4, superseding any provision of law which requires the ob-
ligation of budget authority or the making of outlays there-
under.
* * * * * * *

PART B—CONGRESSIONAL CONSIDERATION OF PROPOSED RESCIS-
SIONS, RESERVATIONS, AND DEFERRALS OF BUDGET AUTHORITY

DEFINITIONS

SEC. 1011. For purposes of this part—
(1) “deferral of budget authority” includes— .
(A) withholding or delai:ingI the obligations or expendi-
ture of budget authority (whether by establishing reserves
or otherwise) provided for projects or activities; or
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. (B) any other type of Executive action or inaction
which effectively precludes the obligation or expenditure of
budget authority, including authority to obligate by con-
tract in advance of appropriations as specifically author-
ized by law;

(2) “Comptroller General” means the Comptroller General
of the United States;

(3) “rescission bill” means a bill or joint resolution which
only recinds in whole or in part, budget authority proposed to
be rescinded in a s;ecial message transmitted by the President
under section 1012, and upon which the Congress completes
action before the end of the first period of 45 calendar days of
continuous session of the Consress after the date on which the
President’s message is received by the Congress;

(4) “impoundment resolution” means a resolution of the
House of Representatives or the Senate which only expresses
its disapproval of a proposed deferral of budget authority set
forth in a s:{)ecial message transmitted by the President under
section 1013; and

(56) continuity of a session of the Congress shall be consid-
ered as broken only by an adjournment of the Congress sine
die, and the days on which either House is not in session be-
cause of an aﬁoumment of more than 3 days to a day certain
shall be excluded in the computation of the 45-day period re-
ferred to in paragraph (3) of this section and in section 1012,
and the 25-day periods referred to in sections 1016 and
1017(b)(1). If a special message is transmitted under section
1012 during any Congress and the last session of such Con-

ess adjourns sine die before the expiration of 45 calendar

ays of continuous session (or a special message is so transmit-
ted after the last session of the Congress at%ourns sine die),
the message shall be deemed to have been retransmitted on
the first day of the succeeding Congress and the 45-day period
referred to in paragraph (3) of this section and section 1012
(with respect to such message) shall commence on the day

after such first day.
RESCISSION OF BUDGET AUTHORITY

SEC. 1012. (a) TRANSMITTAL OF SPECIAL MESSAGE.—Whenever
the President determines that all or part of any budget authority
will not be required to carry out the full obl);ectives or scope of pro-

ams for which it is provided or that such budget authority should
rescinded for fisca edpolicy or other reasons (including the deter-
mination of authorized projects or activities for which budget au-
thority has been provided), or whenever all or part of budget au-
thority provided for only one fiscal year is to be reserved from obli-
ation for such fiscal year, the President shall transmit to both
ouses of Congress a special message specifyini-l—
(1) the amount of budget authority which he proposes to

be rescinded or which is to be so reserved;
(2) any account, degartment, or establishment of the Gov-
ernment to which such budget authority is available for obliga-
tion, and the specific project or governmental functions in-

volved;
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(3) the reasons why the budget authority should be re-
scinded or is to be so reserved;

(4) to the maximum extent practicable, the estimated fis-
cal, economic, and budgetary effect of the proposed rescission
or of the reservation; and

(5) all facts, circumstances, and considerations relating to
or bearing upon the proposed rescission or the reservation and
the decision to effect the proposed rescission or the reservation,
and to the maximum extent practicable, the estimated effect of
the proposed rescission or the reservation upon the objects,
p}.:ir;g)ses, and programs for which the budget authority is pro-
vided.

(b) REQUIREMENT TO MAKE AVAILABLE FOR OBLIGATION.—Any
amount of budget authority proposed to be rescinded or that is to
be reserved as set forth in such special message shall be made
available for obligation unless, within the prescri 45-day period,
the Congress has completed action on a rescission bill rescinding
all or part of the amount proposed to be rescinded or that is to be
reserved. Funds made available for obligation under this procedure
may not be proposed for rescission again.

PROPOSED DEFERRALS OF BUDGET AUTHORITY

SEC. 1013. (a) TRANSMITTAL OF SPECIAL MESSAGE.—Whenever
the President, the Director of the Office of Management and Budg-
et, the head of any department or agency of the United States, or
any officer or employee of the United States proposes to defer any
budget authority provided for a specific lgem'pose or project, the
President shall transmit to the House of Representatives and the
Senate a special message specifzing—

( 1§) the amount of the budget authority proposed to be de-

ferred;
(2) any account, department, or establishment of the Gov-

ernment to which such budget authority is available for obliga-
tioln, dand the specific project or governmental functions in-
volved;
(8) the period of time during which the budget authority
is proposed to be deferred;

(4) the reasons for the proposed deferral, including any
legal authority invoked to justify the proposed deferral,

(6) to the maximum extent practicable, the estimated fis-
cal, economic, and budgetary effect of the proposed deferral;

and
(6) all facts, circumstances, and considerations relating to

or bearing :(Fon the jroposed deferral and the decision to effect
the proposed deferral, including an analysis of such facts, cir-
cumstances, and considerations in terms of their application to
. any legal authority, including specific elements of legal author-
ity, invoked to justify such proposed deferral, and to the maxi-
mum extent practicable, the estimated effect of the proposed
deferral upon the objects, pugoses, and programs for which

the budget authority is provided.
A special message may include one or more [:;?osed deferrals of
budget authorit{.eA deferral may not be proposed for any period of
time extending beyond the end of the fiscal year in which the spe-




199
cial message proposing the deferral is transmitted to the House
and the Senate.
(b) CONSISTENCY WITH LEGISLATIVE PoLICY.—Deferrals shall
be permissible only—

(1) to provide for contingencies;
. (2) to achieve savings made possible by or through changes
in re%mrements o;lfreater efficiency of operations; or
(3) as specifically provided by law.
No officer or employee of the United States may defer any budget
authority for any other purpose.
(c) EXCEPTION.—The provisions of this section do not apply to
any budget authority proposed to be rescinded or that is to ge re-
served as set forth in a special message required to be transmitted

under section 1012.
TRANSMISSION OF MESSAGES; PUBLICATION

SEC. 1014. (a) DELIVERY TO HOUSE AND SENATE.—Each special
message transmitted under section 1012 or 1013 shall be transmit-
ted to the House of Representatives and the Senate on the same
day, and shall be delivered to the Clerk of the House of Represent-
atives if the House is not in session, and to the Secretary of the
Senate if the Senate is not in session. Each special message so
transmitted shall be referred to the appropriate committee of the
House of Representatives and the Senate. Each such message shall
be printed as a document of each House.

(b) DELIVERY TO COMPTROLLER GENERAL.—A copy of each spe-
cial messa‘fe transmitted under section 1012 or 1013 shall be
transmitted to the Comptroller General on * .e same day it is trans-
mitted to the House of Representatives anu the Senate. In order to
assist the Congress in the exercise of its functions under sections
1012 and 1013, the Com]gtroller General shall review each such
message and inform the House of Representatives and the Senate
as promptly as Rracticable with respect to——

(1) in the case of a special message transmitted under sec-
tion 1012, the facts surrounding the proposed rescission or the
reservation of budget authority (including the probable effects
thereof); and

(2) in the case of a special message transmitted under sec-
tion 1013, (A) the facts surrounding each proposed deferral of
budget authority (including the probable effects thereof) and
(B) whether or not (or to what extent), in his judgment, such
ghmposed deferral is in accordance with existing statutory au-

ority.

(c) TRANSMISSION OF SUPPLEMENTARY MESSAGES.—If any infor-
mation contained in a special message transmitted under section
1012 or 1013 is subsequently revised, the President shall transmit
to both Houses of Congress and the Comptroller General a supple-
mentary message stating and explaining such revision. Any such
supplementary message shall be delivered, referred, and printed as
provided in subsection (a). The Comptroller General sh promptly
notify the House of Representatives and the Senate of any change
in the information submitted by him under subsection (b) which

may be necessitated by such revision.
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(d) PRINTING IN FEDERAL REGISTER.—Any special message
transmitted under section 1012 or 1013, and any supplementary
message transmitted under subsection (c), shall be printed in the
first issue of the Federal Register published after such transmittal.

(e) CUMULATIVE REPORTS OF PROPOSED RESCISSIONS, RESERVA-
TIONS, AND DEFERRALS OF BUDGET AUTHORITY.—

(1) The President shall submit a report to the House of
Representatives and the Senate, not later than the 10th day of
each month during a fiscal year, listinﬁ all budget authority for
that fiscal year with respect to which, as of the first day of
such month—

(A) he has transmitted a special message under sec-
tion 1012 with respect to a proposed rescission or a res-
ervation; and

(B) he has transmitted a special message under sec-
tion 1013 proposing a deferral.

Such report shall also contain, with respect to each such pro-

posed rescission or deferral, or each such reservation, the infor-

mation required to be submitted in the special message with

respect thereto under section 1012 or 1013.

(2) Each reg«r)rt submitted under paragraph (1) shall be
printed in the first issue of the Federal Register published

after its submission.
REPORTS BY COMPTROLLER GENERAL

SEC. 1015. (a) FAILURE TO TRANSMIT SPECIAL MESSAGE.—If
the Comptroller General finds that the President, the Director of
the Office of Management and Budget, the head of any department
or agency of the United States, or any other officer or employee of
the United States—

(1) is to establish a reserve or prolg::es to defer budget au-
thority with respect to which the sident is required to
transmit a special message under section 1012 or 1013; or

(2) has ordered, permitted, or approved the establishment
of such a reserve or a deferral of budget authority;

and that the President has failed to transmit a special message
with respect to such reserve or deferral, the Comptroller General
shall make a report on such reserve or deferral and any available
information concerning it to both Houses of Congress. The provi-
sions of this part shall apply with respect to such reserve or defer-
ral in the same manner anti' with the same effect as if such report
of the Comptroller General were a special message transmitted by
the President under section 1012 or 1013, and, for purposes of this
part, such report shall be considered a special message transmitted
under section 1012 or 1013.

(b) INCORRECT CLASSIFICATION OF SPECIAL MESSAGE.—If the

President has transmitted a special message to both Houses of
- Congress in accordance with section 1012 or 1013, and the Comp-
;  troller General believes that the President so transmitted the spe-
cial message in accordance with one of those sections when the spe-
cial message should have been transmitted in accordance with the
other of those sections, the Comptroller General shall make a re-
port to both Houses of the Congress setting forth his reasons.
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SUITS BY COMPTROLLER GENERAL

SEC. 1016. If, under this title, budget authority is required to
be made available for obligation and such budget authority is not
made available for obligation, the Comptroller General is hereby
expressly empowered, ugh attorneys of his own selection, to
bring a civil action in the United States District Court for the Dis-
trict of Columbia to require such budget authority to be made
available for obligation, and such court is hereby expressly empow-
ered to enter in such civil action, against any department, agency,
officer, or employee of the United States, any decree, judgment, or
order, which may be necessary or appropriate to make such budget
authority available for obligation. No civil action shall be brought
by the Comptroller General under this section until the expiration
of 25 calendar days of continuous session of the Congress following
the date on which an explanatory statement by the Comptroller
General of the circumstances giving rise to the action contemplated
has been filed with the Speaker of the House of Representatives

and the President of the Senate.
PROCEDURE IN HOUSE AND SENATE

SEC. 1017. (a) REFERRAL.—Any rescission bill introduced with
respect to a special message or impoundment resolution introduced
with respect to a proposed deferral of budget authoritty shall be re-
ferred to the appropriate committee of the House of Representa-
tives or the Senate, as the case may be.

(b) DISCHARGE OF COMMITTEE.—
(1) If the committee to which a rescission bill or impound-

ment resolution has been referred has not reported it at the
end of 25 calendar days of continuous session of the Congress
after its introduction, it is in order to move either to discharge
the committee from further consideration of the bill or resolu-
tion or to discharge thc committee from further consideration
of any other rescission bill with respect to the same special
message or impoundment resolution with respect to the same
proposed deferral, as the case may be, which has been referred
to the committee.

(2) A motion to discharge may be made only by an individ-
ual favoring the bill or resolution, may be made only if sup-
ported by one-fifth of the Members of the House involved (a
quorum being present), and is highly privileged in the House
and privileged in the Senate (except that it may not be made
after the committee has reported a bill or resolution with re-
spect to the same special message or the same proposed defer-
ral, as the case may be); and debate thereon shall be limited
to not more than 1 hour, the time to be divided in the House
equally between those favoring and those opposing the bill or
resolution, and to be divided in the Senate equally between,
and controlled by, the majority leader and the minority leader
or their designees. 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.
(c) FLOOR CONSIDERATION IN THE HOUSE.—
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(1) When the committee of the House of Representatives
has reported, or has been discharged from further consider-
ation of a rescission bill or impoundment resolution, it shall at
any time thereafter be in order (even though a previous motion
to the same effect has been disagreed to) to move to proceed
to the consideration of the bill or resolution. The motion shall
be highly 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 dis-
agreed to.

(2) Debate on a rescission bill or impoundment resolution
shall be limited to not more than 2 hours, which shall be di-
vided equally between those favoring and those opgosing the
bill or resolution. A motion further to limit debate shall not be
debatable. In the case of an impoundment resolution, no
amendment to, or motion to recommit, the resolution shall be
in order. It shall not be in order to move to reconsider the vote
by which a rescission bill or impoundment resolution is agreed
to or disagreed to.

(3) Motions to postpone, made with respect to the consider-
ation of a rescission bill or impoundment resolution, and mo-
tions to proceed to the consideration of other business, shall be
decided without debate.

(4) 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 any rescission bill or impoundment
resolution shall be decided without debate.

(5) Except to the extent specifically provided in the preced-
ing provisions of this subsection, consideration of any rescis-
sion bill or impoundment resolution and amendments thereto
(or any conference report thereon) shall be govemed by the
Rules of the House of Representatives applicable to other bills
and resolutions, amendments, and conference reports in simi-
lar circumstances.

(d) FLOOR CONSIDERATION IN THE SENATE.—

(1) Debate in the Senate on any rescission bill or impound-
ment resolution, and all amendments thereto (in the case of a
rescission bill) and debatable motions and appeals in connec-
tion therewith, shall be limited to not more than 10 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 rescission
bill shall be limited to 2 hours, to be equally divided between,
and controlled by, the mover and the manager of the bill. De-
bate on any amendment to an amendment, to such a bill, and
debate on any debatable motion or appeal in connection with
such a bill or an impoundment resolution shall be limited to
1 hour, to be equally divided between, and controlled by, the
mover and the manager of the bill or resolution, except that in
the event the manager of the bill or resolution is in favor in
any such amendment, motion, or appeal, the time in opﬁ?sition
thereto, shall be controlled by the minority leader or his des-
ignee. No amendment that is not germane to the provisions of
a rescission bill shall be received. Such leaders, or either of



203

them, may, ﬁ‘om{ the time under their control on the passage
of a rescission bill or impoundment resolution, allot additional
time to any Senator during the consideration of any amend-

ment, debatable motion, or appeal.
(3) A motion to further limit debate is not debatable. In

the case of a rescission bill, a motion to recommit (except a mo-
tion to recommit with instructions to report back within a spec-
ified number of days, not to exceed 3, not counting any day on
which the Senate is not in session) is not in order. Debate on
any such motion to recommit shall be limited to one hour, to
be equally divided between, and controlled by, the mover and
the manager of the concurrent resolution. In the case of an im-
pounéiment resolution, no amendment or motion to recommit is
In order.

(4) The conference report on any rescission bill shall be in
order in the Senate at any time after the third day (excluding
Saturdays, Sundays, and legal holidays) following the day on
which such a conference report is reported and is available to
Members of the Senate. A motion to proceed to the consider-
ation of the conference report may be made even though a pre-
vious motion to the same effect has been disagreed to.

(56) During the consideration in the Senate of the con-
ference report on any rescission bill, debate shall be limited to
2 hours, to be equally divided between, and controlled by, the
majority leader and minority leader or their designees. Debate
on any debatable motion or appeal related to the conference re-
port shall be limited to 30 minutes, to be equally divided be-
tween, and controlled by, the mover and the manager of the
conference report.

(6) Should the cn=ierence report be defeated, debate on
apy request for a new conference and the appointment of con-
ferzes shall be limited to one hour, to be equally divided, be-
tween, 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 30 minutes,
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 manafer of the conference report. In all cases
when the manager of the conference report is in favor of any
motion, appeal, or amendment, the time in opposition shall be
under the control of the minority leader or his designee.

(7) In any case in which there are amendments in dis-
agreement, time on each amendment shall be limited to 30
minutes, to be equally divided between, and controlled by, the
manager of the conference report and the minority leader or
his designee. No amendment that is not germane to the provi-
sions of such amendments shall be received.



TR SAEFET ARy AR e ST T R S T p R i e T R




LM ek A watom e TUIRw mey  ST m PRY L ST e ke T L, T 4 TR N -

PART C (AND SECTIONS 274 AND 275) OF THE
BALANCED BUDGET AND EMERGENCY DEFICIT
CONTROL ACT OF 1985
(Gramm-Rudman-Hollings)

(As amended through OBRA-93, P.L. 103-66)
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BALANCED BUDGET AND EMERGENCY

DEFICIT CONTROL ACT OF 1985
(Gramm-Rudman-Hollings)

P.L. 99-177, 99 STAT. 1037, DECEMBER 12, 1985

(As amended through OBRA-98, P.L. 103-66)
* * * * * * *

PART C—EMERGENCY POWERS TO ELIMINATE
DEFICITS IN EXCESS OF MAXIMUM DEFICIT AMOUNT

SEC. 2350. TABLE OF CONTENTS; STATEMENT OF BUDGET ENFORCE-
MENT THROUGH SEQUESTRATION; DEFINITIONS.
(a) TABLE OF CONTENTS.—

250. Table of contents; budget enforcement statement; definitions.
261. Enforcing discretionary spending limits.
252. Enforcing szg—as-you-go.
2563. Enforcing deficit targets.
254. Reports and orders.
2565. lscxen_xpt l.;:nrograma and activities,
es

257. e baseline.

258. Suspension in the event of war or low growth.

258A. Modification of presidential order.

268B. Alternative defense sequestration.

258C. Special reconciliation process.

(b) GENERAL STATEMENT OF BUDGET ENFORCEMENT THROUGH
SEQUESTRATION.—This part provides for the enforcement of the def-
icit reduction assumed in House Concurrent Resolution 310 (101st
Congress, second session) and the applicable deficit targets for fis-
cal years 1991 through 1995. Enforcement, as necessary, is to be
implemented through se&gestration——

(1) to enforce discretionary spending levels assumed in
that resolution (with adjustments as provided hereinafter);

(2) to enforce the requirement that any legislation increas-
mgbd.u'ect s%ending or decreasing revenues be on a pay-as-you-

asis; an ~

(8) to enforce the deficit targets specifically set forth in the
Conﬁressional Budget and Imfloundment Control Act of 1974
(with adjustments as provided hereinafter);

applied in the order set forth above.

(c) DEFINITIONS.—

As used in this part: )

(1) The terms “budget authority”, “new budget authority”,
“outlays”, and “deficit” have the meanings given to such terms
in section 3 of the Congressional Budget and Impoundment
Control Act of 1974 (but including the treatment specified in

(207)
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section 257(bX3) of the Hospital Insurance Trust Fund) and
the terms “maximum deficit amount” and “discretionary spend-
ing limit” shall mean the amounts specified in section 601 of
that Act as adjusted under sections 251 