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DEPARTMENT .OF THE TREASURY bl~ 

WASHINGTON, D.C. 20220 INFORIITIOM 
August 2, 1999 

MEMORANDUM FOR SECRETARY SUMMERS 
DEPUTY SECRETARY EIZENST AT ' 

FROM: JONATHAN TALISMAN .if 
DEPUTY ASSISTANT SECRETARY (TAX POLICy) 

JOSEPH MIKRUT 
TAX LEGISLATIVE COUNSEL 

RE: CORPORATE TAX SHELTER PRO 

Attached is a chart that compares the generic corporate tax shelter proposals that were put forth 
by the Administration in its FY 2000 Budget and modified by the Treasury white paper released 
earlier this month with the recommendations made by the staff of the Joint Committee on 
Taxation (JCT) in its study on penalties and interest, released July 22, 1999. 

The Administration's corporate tax shelter proposals focus on four major areas: (l) obtaining 
increased disclosure of corporate tax shelter transactions; (2) increasing and modifying the 
substantiallmderstatement penalty as it applies to corporate tax shelters; (3) changing substantive 
law to disallow tax benefits claimed with respect to tax avoidance transactions; and (4) providing 
economic disincentives to other parties to the shelter transaction (Le., promoters, advisors, and 
accommodating tax-indifferent parties). 

As summarized in the chart, the JCT staff recommends proposals in all but the third area 
described above and the JCT proposals are substantially similar to the Administration's 
proposals. In addition, the definition of "corporate tax shelter" in the JCT staff proposals is 
similar to the definition in the Administration's proposals. However, because the JCT staff 
believes that such definition encompasses some subjectivity and vagueness, they fail to apply it 
to change substantive law to disallow tax benefits claimed with respect to tax avoidance 
transactions, as under the Administration's proposals. Tax Policy staff believes that the 
definition is sufficiently objective and grounded in well-established case law to warrant a 
substantive law change. As discussed in the white paper, this latter view is shared by the 
American Bar Association and is reflected in H.R. 2255, introduced by Messrs. Doggett, Stark 
and others. 

The JCT staff also recommends changes to Circular 230, the Treasury regulations that govern 
practice befi)re the IRS. Similar changes are discussed in the Treasury white paper. 

cc: Sandberg, Lubick, Robertson, Thomas, Wolin, Stem, Flanders 



COMPARISON OF ADMINISTRATION AND 

JOINT TAX COMMITTEE PROPOSALS RELATING TO 


CORPORATE TAX SHELTERS (CTSs) 


TREASURY JCT 
Increase Early warning disclosure 
Disclosure of 

Early warning disclosure 
By Taxpayers 

Corporate Tax 
By Taxpayers 

• Within 30 days of transaction. 
Shelter 

• By due date of tax return. 
• Applies to any transaction that has several • Applies to transactions that have a 

Activities CTS features (regardless ofwhether the "tax shelter indicator" and that 
transaction is, in fact, aCTS). provide for an aggregate net tax 

benefit of at least $1,000,000. 
• $100,000 penalty for failure to disclose. • No separate penalty. 

By PromotersBy Promoters 
o Substantially similar provisions. • Within 30 days of first offering ofCTS. 

• 	Requirement applies to promoted 

transactions that are subject to disclosure 

by taxpayers. 


Increase G Substantially similar provisions. 
Penalties on 

• Clarify the definition of CTS for purposes of 
the substantial understatement penalty. 

Corporate Tax G Strengthen the reasonable cause 
Shelter 

• Increase the substantial understatement 
exception by requiring 75% chance of 

Participants 
penalty from 20% to 40% for CTS. 

success on merits and 30-day 
adequate disclosure is made. 

• Reduce the penalty to 20% in cases where 
disclosure. 

• Eliminate penalty with taxpayer disclosure 

and a strengthened reasonable cause 
 G In addition, they would require the 
exception. taxpayers to disclose penalties of 

more than $1,000,000 to shareholders . 

• No provision. The JCT report 
Substantive 
Change the • Codify the "economic substance" doctrine of 

rejected a change in substantive law. 
Law 

existing case law. (H.R. 2255, the "Abusive 
Tax Shelter Shutdown Act of 1999" 

introduced by Rep. Doggett, incorporates 

components ofthis proposal.) 


Provide Promoters and advisors 
Economic 

Promoters and advisors 
• Increase the penalty for aiding and 

Disincentives 
• Impose a 25% excise tax upon the fees 

abetting with respect to CTS from 
for Other 

derived from CTS transactions. 
· $10,000 to the greater of $1 00,000 or 

Parties to the 
• Consider amending the current-law penalty 

one half of the fees related to the 
CTS 

system which was designed to address 
transaction.promoters of individual shelters. 

Tax-Indifferent partiesTax-Indifferent parties 
• No provision. 

transactions to pay tax on the income 
allocated to them in the CTS transaction. 

• Require tax-indifferent participants in CTS 



DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

August 18, 1999 

MEMORANDUM FOR DEPUTY SECRETARY EIZENSTAT 

FROM: JONTALISMAN>~· ., 
DEPUTY ASSIST~~ SECRETARY (TAX POLICY) 

SUBJECT: 	 Corporate Tax Shelters: White Paper and 
Comparison with JCT Penalty Report 

As you requested today, attached is a copy of liThe Problem ofCorporate Tax Shelters: 
Discussion, Analysis, and Legislative Proposals," and a memorandum that was prepared· 
subsequently which compares the major features of the Treasury recommendations with those of. 
the Joint Committee on Taxation. . 

We would like to have a more focused meeting with you on this subject when it is 
convenient. 

Attachments 

'. 



DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

MEMORANDUM FOR SECRETARY SUMMERS 
DEPUTY SECRETARY EIZENSTAT . 

FROM: 	 JONATHAN TALISMAN 
DEPUTY ASSISTANT SECRETARY (TAX POLICY) 

JOSEPH MIKRUT 
TAX LEGISLATIVE COUNSEL 

RE: 	 CORPORATE TAX SHELTER PROPOSALS 

Attached is a chart that compares the generic corporate tax shelter proposals that were put forth 
by the Administration in its FY 2000 Budget and modified by the Treasury white paper released 
earlier this month with the recommendations made by the staff of the Joint Committee on 
Taxation (JCT) in its study on penalties and interest, released July 22, 1999. 

The Administration's corporate tax shelter proposals focus on four major areas: (1) obtaining 
increased disclosure of corporate tax shelter transactions; (2) increasing and modifying the 
substantial understatement penalty as it applies to corporate tax shelters; (3) changing substantive· 
law to disallow tax benefits claimed with respect to tax avoidance transactions; and (4) providing 
economic d.isincentives to other parties to the shelter transaction (Le., promoters, advisors, and 
accommodating tax-indifferent parties). 

As summa:Iized in the chart, the JCT staff recommends proposals in all but the third area 
described above and the JCT proposals are substantially similar to the Administration's 
proposals. In addition, the definition of"corporate tax shelter" in the JCT staff proposals is 
similar to the definition in the Administration's proposals. However, because the JCT staff 
believes that such definition encompasses some SUbjectivity and vagueness, they fail to apply it 
to change substantive law to disallow tax benefits claimed with respect to tax avoidance 
transactions, as under the Administration's proposals. Tax Policy staff believes that the 
definition is sufficiently objective and grounded in well-established case law to warrant a 
substantive law change. As discussed in the white paper, this latter view is shared by the 
American Bar Association and is reflected in H.R. 2255, introduced by Messrs. Doggett, Stark 
and others. . 

The JCT staff also recommends changes to Circular 230, the Treasury regulations that govern . 
practice before the IRS. Similar changes are discussed in the Treasury white paper. 

cc: Sandbt!rg, Lubick, Robertson, Thomas, Wolin, Stem, Flanders 
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COMPARISON OF ADMINISTRATION AND 

JOINT TAX COMMITTEE PROPOSALS RELATING TO 


CORPORATE TAX SHELTERS (CTSs) 


TREASURY JCT 
Increase Early warning disclosure Early warning disclosure 
Disclosure of By Taxpayers By Taxpayers 
Corporate Tax • By due date of tax return. • Within 30 days of transaction. 
Shelter • Applies to any transaction that has several • Applies to transactions that have a 
Activities CTS features (regardless of whether the "tax shelter indicator" and that 

transaction is, in fact, aCTS). provide for an aggregate net tax 
benefit of at least $1,000,000. 

• No separate penalty. • $100,000 penalty for failure to disclose. 

By PromotersBy Promoters 
• Substantially similar provisions. • Within 30 days of first offering ofCTS. 

• 	Requirement applies to promoted 

transactions that are subject to disclosure 

by taxpayers. 


II Substantially similar provisions. 
Penalties on 
Increase • Clarify the definition ofCTS for purposes of 

the substantial understatement penalty. 
Corporate Tax o In addition, they would require the 
Shelter 

• Increase the substantial understatement 
penalty from 20% to 40% for CTS. taxpayers to disclose penalties of 

Participants more than $1,000,000 to 
adequate disclosure is made. 

• Reduce ,the penalty to 20% in cases where 
shareholders. 

• Eliminatepenalty with taxpayer disclosure 

and a strengthened reasonable cause 

exception . 


Change the .. No provision. The JCT report 
Substantive 

• Codify the "economic substance" doctrine of 
existing case law., (H.R. 2255, the "Abusive rejected a change in substantive law. 

Law Tax Shelter Shutdown Act of 1999" 

introduced by Rep. Doggett, incorporates 

components of this proposal.) 


Provide Promoters and advisors 
Economic 

Promoters and advisors 
• Increase the penalty for aiding and 

Disincentives 
• Impose a 25% excise tax upon the fees 

abetting with respect to CTS from 
for Other 

derived from CTS transactions. 
$10,000 to the greater of $100,000 or 

Parties to the 
• Consider amending the current·lawpenalty 

one half of the fees related to the 
CTS 

system which was designed to address 
transaction.promoters of individual shelters. 

Tax-Indifferent parties Tax-Indifferent parties 
• No provision. 

transactions to pay tax on the income 
allocated to them in the CTS transaction. 

• Require tax-indifferent participants in CTS 
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DEPARTMENT OF THE TREASURY 


WASHINGTON, D.C. 20220 


September 29, 1999 

MEMORANDUM FOR SECRETARY SUMMERS 

DEPUTY SECRETARY EIZENSTAT 

FROM: JONATHAN TALISMAN .~ 
DEPUTY ASSISTANT SE~{1TARY (TAX POLICy) 

SUBJECT: Corporate Tax Shelter Case 

Last week, the Internal Revenue Service won an important corporate tax shelter case in 
the Tax Comt. Compaq Computer Corporation v. Commissioner, 113 T.C. No. 17 (September 
21, 1999). '"' 

The case is important for two reasons. First, in denying Compaq the purported tax 
benefits ofthe shelter transaction, the Tax Court once again looked beyond the literal language 
of the applic:able Code provisions and applied the common-law "economic substance" doctrine .. 
This application strengthens our position, set forth in the FY2000 Budget, the Corporate Tax 
Shelter White Paper, and Notice 98-5, that a strong, coherent economic substance doctrine is a 
necessary wldappropriate element ofour income tax system - so that taxpayers do not ignore .the 
need for meaningful economic substance in analyzing the tax treatment oftheir transactions. 

Second, the opinion is important because the Tax Court imposed a penalty on the 
taxpayer for the taxpayer's negligence in failing to make a reasonable attempt to comply with the 
tax laws. As was discussed in the White Paper, there is a perception among certain market 
participants that corporate tax shelters, ifdetected by the IRS, will not be subject to perialties; at 
worst, a taxpayer will get its "economics" from the transaction. This case may help change that 
perception. By taking away certain defenses to the imposition ofpenalties not relevant in this 
case, our le·gislative proposals similarly would seek to remove this perception. 

We Imticipate that some market participants will argue that the Compaq case 
demonstrates that the IRS already has all the tools it needs to fight corporate tax shelters and that 
further legislation is, therefore, unnecessary. A better analysis of the case is that, in its approach 
to bQth the·f:conomic substance doctrine and the role ofpenalties in the corporate tax shelter 
context, the opinion is helpful to current efforts and in line with our proposals. Reliance on 
isolated judicial decisions, which taxpayers may attempt to distinguish, is not the most efficient 
means ofaddressing corporate tax shelters. Taxpayers should be encouraged to apply these 
principles before the fact, rather than playing the audit lottery. 

BACKGROUND 

The Compaq transaction was one version ofa widely-marketed transaction in the early to 
mid-90's known as the ADR arbitrage transaction that allowed a U.S. corporate taxpayer to 
Ilpurchase" foreign tax credits for roughly 50 cents on the dollar. Enactment ofsection 90 1 (k) in 



.. ' 

1997 pursuant to an Administration proposal prospectively addresses these transactions .. In 
addition, thf: Treasury and the IRS administratively applied the approach taken by the court to 
similar transactions in Notice 98-5. 

As corporate tax shelters go, the ADR arbitrage transaction actually was quite simple. A 
U.S. corporation would buy a large block of a stock on which a dividend (subject to foreign tax 
withholding)was about to be paid. Immediately after the dividend was received, the U.S. 
corporation would sell the block of stock. Without taking promotor's fees and expenses into 
account, the transaction would be a wash from a cash flow standpoint: The amount paid for the 
stock would be equal to the sum of the net dividend received and the amount received on the 
subsequent sale. When taxes are considered, however, the transaction would produce a sizea'ble 
benefit. Thc~ taxpayer would report dividend income and an economically offsetting capital loss 
on the sale of the stock. Moreover, by virtue of holding the stock on the date the dividend was 
received (an.dthe foreign tax was withheld), the taxpayer would be treated as if it had paid the 
foreign tax, thereby entitling it to take a foreign tax credit 

In a prearranged transaction, Compaq purchased and immediately sold 10 million ADRs 
in Royal Dutch Shell. As detailed below, the cash flows on the purchase, sale, and dividend 
payment were an economic wash. Trahsaction costs created a pre-tax economic loss. 

Purchase'ofADRs' ($887.6M) 
Recdpt of dividend ($22.6 M less $3.4 M taxes withheld) 19.2M 
Sale ofADRs 868.4M 
Promoter fee (1.0 M) 
Other fees (0.5 M) 

Net pre-tax cash flow (1.5 M) 

For U.S. tax purposes, Compaq had $1.9 million of taxable income ($22.6 M gross 
dividend les:s $20.7 M capital loss ($868.4 less 887.6 less 1.5M», resulting in a pre-credit tax 
liability of approximately $640,000 from the transaction. However, it also had a $3.4 million . 
foreign tax c;redit from the withheld Dutch taxes that eliminated its U.S. tax on this and other 
unrelated transactions. Essentially, Compaq paid $1.5 million for a reduction of$2.8 million in 
its U.S. tax liability. 

In disallowing the tax benefits ofthe transaction, the Tax Court applied the economic 
substance dQctrine. In particular, the court held that the transaction had no objective economic 
consequences or business purpose other than the reduction of taxes. This formulation ofthe 
economic substance doctrine is consistent with a long line ofjudicial authorities including ACM 
Partnership v. Commissioner, 157 F.3d 231 (3d Cir. 1998) as well as our formulation ofthe-
economic substance doctrine in the FY2000 Budget proposals, the White Paper, and Notice 98-5. 

2 
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DEPARTMENT OF THE TREASURY 
WASHINGTON 

ASSISTANT SECRET,PoRY 

November 30,1999 

MEMORA.NDUM FOR SECRETARY SUMMERS 

DEPUTY SECRETARY EIZENSTAT 


FROM: 	 JON TALISMAN ~ . 

ACTING ASSISTANT SECRETARY (TAX POLICY) 


SUBJECT: 	 Administrative Actions to Curb Corporate Tax Shelters 

As you know, the 1999 tax legislation did not contain any provisions to curb corporate 
tax shelters. We have a meeting scheduled with you to discuss potential administrative actions 
the Treasury Department and the Internal Revenue Service might take in the near future to deal 
with thesl! abusive transactions. We believe that taking these actions is appropriate for two 
reasons. First, given the uncertainty of any legislation in this area, we should take all available 
steps to address corporate tax shelters. Second,taking these administrative actions helps 
innoculate us from criticism (such as leveled by Mr. Archer) that the IRS has not used a110f its 
available remedies to combat corporate tax shelters. 

However, we thought it was necessary, before taking these administrative actions, to 
assess with you, Linda and Marti the impa(:t such actions might have on Treasury's legislative 
initiative. These administrative actions generally would only require additional disclosure by 
shdter participants and shelter promoters. Other aspects of Treasury's legislative proposals-
the codification of the economic substance doctrine, and in9reaSed penalties on shelter 
participants and shelter promoters -- cannot be achieved administratively, but are important to 
any global solution to the corporate tax shelter problem. Thus, by taking these actions, we do not 
want to impair or foreclose the possibility of legislative action. There are two possible risks: . 
First, Congress will use any action as an excuse to delay legislation, saying that they have to wait 
to assess the effect of the changes. Second, we must avoid overreaching which could make 
Congress reluctant to give Treasury and the IRS additional tools in the future. 

Possible Regulatory Guidance 

Issue Tax Shelter Registration Regulations -- We intend to issue regulations under section 
6111(d) which requires registration ofconfidential corporate tax shelters. For this purpose, a: 
confidential corporate tax shelter includes any entity, plan, arrangement, or transaction (A) a 
signific.mt purpose of the structure of which is the avoidance or evasion of Federal income tax 
for a corporate participant, (8) which is offered to any potential participant under conditions of 
confidentiality, and (C) for which the tax shelter promoters may receive fees in excess of 
$100,000 in the aggregate. Under the statute, the ·registration requirement becomes effective 
only when the Secretary prescribes guidance. 

http:signific.mt


- , 
We: had delayed issuing guidance under 6111(d) for several reasons. First, at a time when 

we were s(:eking a narrower definition of corporate tax shelter by legislation, we thought it was 
counterproductive to attempt to define the extremely vague tenn, "a significant purpose ... of 
[tax) avoidance." One commentator has stated that this tenn arguably covers all transactions. 
Second, we have been told and believe that the regulations will have a half life of a minute 
because, in response to these regulations, promoters would no longer require conditions ~f 
confidentialitY (rendering the regulations useless for obtaining registrations). ' 

We now believe that, despite the foregoing reasons, we should issue section 6111 (d) 
regulations as soon as possible. Issuing the regulations will help mute criticism that Treasury and 
the IRS are not using the tools Congress has provided to deal with corporate tax ~helters. Also, 
we now believe that we can craft a targeted definition ofcorporate tax shelter based on 
comments received on our legislative proposals. We must be careful, however, because our 
critics wiU seize upon how we define "corporate tax shelter" in an attempt to undennine our 
legislativ1e efforts. Finally, even ifno registrations are submitted to the IRS, at least corporate tax 
shelters will no longer be offered under conditions ofconfidentiality. 

Require Promoters to Maintain Investor Lists -- Section 6112(a) requires any person who 
organizes a potentially abusive tax shelter, or sells any interest in such a shelter, to maintain a list· 
identifying each person who was sold an interest in such shelter and containing such other . 
infonnati[on as regulations may require. Any person who is required to maintain 'a list of shelter 
participants must make the list available to the IRS upon request, and must retain for seven years . 
any infOlmation required to be included on such list. Section 6112(b) defines a "potentially 
abusive tax shelter" as (I) any tax shelter for which registration is required under section 6111, 
and (2) any entity, investment plan or arrangement, or other plan or arrangement which is of a 
type which the Secretary detennines by regulations as having a potential for tax avoidance or 
evasion. 

Regulations under section 6112 were issued in 1984, when partnership shelters for 
individuals were prevalent, long before the proliferation ofcorporate tax shelters. Consequently, 
the section 6112 regulations are not helpful in the current corporate tax shelter environment. 

Treasury and the IRS could amend the section 6112 regulations to broaden the categories of 
persons required to keep lists of shelter participants and other infonnation. The amended 
regulations could require a shelter organizer to include on the list, and retain for seven years, all 
marketing materials and tax memoranda and opinions (except to the extent protected by 
privilege). 

It should be.noted that, unlike the substantial penalty for failure to comply with section 
6111(d), the penalty for failure to comply with section 6112 is minimal. The penalty is $50 on 
the shelter organizer for each tax shelter purchaser with respect to whom there is a failure to 
satisfy section 6112, subject to a maximum penalty of$100,OOO per year. 

Require Tax Shelter Infonnation to be Disclosed on Tax Fonn -- Section 6011(a) provides that, 
when ri~quired by regulations, taxpayers shall file returns or statements according to IRS fonns 
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and regulations. Section 6011 provides the legal basis for tax return questions that are relevant 
to a proper determination of ataxpayer's tax liability: 

Under the authority of section 6011, Treasury and the IRS could issue regulations 
requiring a corporate taxpayer to attach a statement to its return if it participates in a shelter 
transaction. The ABA has proposed a similar approach. Under the ABA proposal, a question 
would be added to the corporate tax return requiring the taxpayer to state whether any item on 
the return is attributable to an entity, plan, arrangement, or transaction that constitutes a "large 
tax shelter." The term "large tax shelter" would mean any tax shelter (defined in section 
6662(d)(2)(C)(iii)as any plan or arrangement a significant purpose of which is tax avoidance or 
evasion) involving more than $10 million of tax benefits in which the potential business or 
economic benefit is "immaterial or insignificant" relative to the tax benefits that might result to 
the taxpayer from entering into the transaction. If the answer is "yes," the ABA proposal'would 
require specific information with the return, including: 

(1) a detailed description of the facts, assumptions of fact and factual conclusions with 
respect to the business or economic purposes or objectives of the transaction that are 
relied upon in support of the return position; 

(2) a description of the due diligence to ascertain the accurCj.cy of the above; 
. (3) a statement signed by one or more corporate officers (who would have personal 

, 	 a.:;countability if this statement is incorrect) having detailed knowledge of the 
business or economic purposes or objectives ofthe transaction that the facts, 
assumptions of facts and factual conclusions relied upon in reporting the transaction 
are true and correct as of the date the return is filed to the best of the signer's 
knowledge and belief, with any material differences explained; 

(4) copies of written materials provided in connection with the offer of the tax shelter by 
a third party; . 

(5) a full description of any express or implied agreement or arrangement of any 
contingent or reimbursable fees with any advisor or any offeror with respect to the 
shelter; and 

(6) a full description of any express or implied warranty from any person with respect to 
the anticipated tax results from the shelter. 

There are three principal challenges in implementing section 6011 regulations. First, 
once again, it would be necessary to define the class of targeted transactions, with the risk of 
being underinclusive and overinclusive. Second, because the definition of a reportable 
transaction is likely to be imperfect, it is necessary to be sensitive to minimizing taxpayer 
burden, especially for reportable transactions that turn out to be legitimate business transactions 
that will not be attacked. Third, there would be no specific penalty for failure to report a 
transaction under the new section 6011 disclosure requirement: To provide an incentive, perhaps 
the section 6664( c) regulations could be amerided to provide that a taxpayer could not satisfy the 
reasomible cause and good faith requirement to avoid an understatement penalty if the taxpayer 
fails to report under section 6011 and the taxpayer has an understatement attributable to the 
undisclosed transaction. 

http:accurCj.cy
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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20220 

INFOIMATIOffNovember 17, 2000 
\ 

MEMORANDUM FOR SECRETARY SUMMERS 

FROM: JONATHAN TALISMAN-1' 
ACTING ASSISTANT SECRETARY (TAX POLICy) 

ERIC SOLOMON ts 
ACTING DEPUTY ASSISTANT SECRETARY (TAX POLICY) 

SUBJECT: Stock Compensation Corporate Tax Shelter 

As you announced yesterday, the Treasury Department and the Internal Revenue Service 
today issued a notice to shut down another abusive corporate tax shelter .. This shelter in effect 
purports tc. allow a corporation a duplicate deduction for employee compensation that is paid in 
the corporation's stock. ' 

As in many other tax shelters, this scheme uses a series of contrived steps to generate an 
artificial tax loss to offset other income of the taxpayers. The notice issued today denies 
taxpayers the duplicate loss from the transaction. The notice informs taxpayers and promoters 
that appropriate penalties may be imposed. The notice also informs taxpayers of their obligation 
to disclose: these transactions under our recently issued disclosure regulations. 

BACKGROUND: 

In this transaction, a corporate taxpayer contributes cash to a nonconsolidated subsidiary 
and claims an increased basis in the stock ofthe subsidiary. The subsidiary takes the cash 
contribution and purchases the parent's stock in the open market. The subsidiary transfers the 
parent's stock to employees of the parent to satisfy the parent's obligation to its employees under 
the parent's stock-based compensation programs. Obviously, the transfers ofparent stock by the, 
subsidiary to the parent's employees reduce the value of the subsidiary. However, under a 
technical reading of certain regulations, the parent takes the position that the subsidiary's 
transfers ofparent stock does not reduce the parent's basis in its subsidiary stock. Thus, the 
parent now has high:"basis, low value stock. The parent then sells the stock of the subsidiary or 
liquidates the subsidiary and claims a loss by the amount that its artificially high basis in the 
stock, exceeds the value. The taxpayer claims both a loss on the sale of the. subsidiary and a 
deduction for the stock compensation paid to its employees. If the transaction had been done 
directly. rather than through the contrived steps, the parent company would only have been able 
to deduct the payment of stock to its employees. 
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Treasury to Issue 
Notice to Eliminate· 

other areas such as the controversial work· 
place safety rules issued earlier ~s week.New Tax Shelter The new shelter is what offiCialS called. 

By NICHOLAS K':L1:JSH 
And To~ 1iEJuIu.... 

.~ ~! Reportm of THE W.u.t. S'I'QZT JotlIUW. 
WASHINGTON-treasurY Secretary

Lawrence Summers stepped up attacks on 
corporate tax shJters, sa)'iDg the govern
ment will crack down on a new one that 
uses employee-stock-compensation Plans. 
to help companies avoid taxes. 

Tbe Treasury plans to issue a notice 
today to dose down the new shelter. Offi
cials said the pIan is .being· marketed to 
corporations. but they wouldn't say who 
was promoting the shelter or the scope of 
its usage. beyond saying there bad been 
"s",eraJ large transactions" of this type; 

"Combating abusive tax shelters Is per
haps the biggest cllalI.enge facing our tax 
administration system today," Mr. Sum
IDers said at the Tax Foundation's annual 
conference in Wasbington. 

Mr. SUJnmershas been pusb1ng for the 
past year for legislation to curb corporate 
tax shelters. traDSaCt10DS With DO rea) bust· 
ness purpose other than to avoid taxes. 
But Republic:aDS refused to take up such 
legislaUon. However. even in the waning 
weeks of the Clinton administration. Mr. 
summers has· dell10DStrated that the ad· 
ministration stW has significant regula
tory power, not just in tax matters but 

a "loss-generation tranSaction.~ ~ ,this 
ease. apare~t company uses a ~ldiary 
to buy the parent's stock. Tbe stock IS then 
used to pay stOCk compensation to the par
ent's employees in such a way that the 
parent can cta.im both a deduction ~ a 
lOSS on what is essentially one transaction. 

Thday's notice is part of the Treasury's 
broader effort to put the brakes on new 
tax.avoidance plans. Earlier this year. the 
agency launched the Office of Tax Shelter 

. Analysis to get a handle on these increas· 
ingiy compUcated plans. This is at least. 
the fifth time in the past year that the . 
Treasury bas moved. to close down such 
shelters. officials said. . . 

.Nor will this be the end of the crack· 
down. "We are aware of at least one other 
traDSactioD, and there are others in ~e 
pipeline." said Jonathan Talisman, acti11g'
assistaDt treasury secretary for tax policy, 

Daring his speech. Mr. Summers often 
glanced into tile front row where Kenneth 
Kies a managing partner for Pricewater
~pers's tax offiCe. was sitting. Mr. 
Kles long has questioned whether there is 
a problem and argued against any new 
laws. Mr. Kies and otllers at the confer
ence fear new legislation would under· 
mine legitimate tra.n5actions. They also 
contend that the Internal Revenue Service 
hasenougb toOls to do the jOb. 
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GG-2 (No. 223) LEAD TAX REPort,-

European sources contacted by BNA said the FSC hit 
list is expected to l!Ontain at least several dozen chapter 
headings. The sources said the European Commission 
had not even staited discussiiig with European busi
nesses a detailed product list and would probably not 
do so until the World Trade Organization issues its rul
ings on whether the new.U.S. legislatioJ;l replacing the 
FSC complies with wro rules. . 

Under procedures agreed to by both sides. the Euro
pean Union will IlSk the wro Nov. 17 for a special 
meeting of its Dispu~e Settlement Body within 10 days 

. in order to consid4~r its request to retaliate against U.S. 
imports for Washington's failure to comply with the 
wro's FSC rulini:, which it was due to implement by 
Nov. 1. At the same time, the European Union will pub
lish its target list :along with the total amount of sanc
tions it wants to irilpose on U.S. imports. 

When the meeting takes place and the request is 
made, the United States will then ask for wro arbitra
tion on the retaliation figure proposed by the European 
Union, the source!" said. The European Union will then 
ask the arbitratori; to suspend their work pending the 

. outcome of the cclmpliance panel ruling before deter
mining the approl~riate level of retaliation. they said. 
EU officials noted that resort to the compliance panel is 
conditional on BrUssels receiving fonnal notification 
from Washington that the FSC replacement legislation 
has been adopted.. 

Procedures fur Compliance RerIew. Before the compli
ancereview can bi~gin. the two sides will hold consulta
tions within 12 da:ys so as to allow third parties to join 
in the talks, the officials explained. The European 
Union will also have to ask for a DSB meeting to estab
lish the complianc:e panel, meaning that it will be late 
December at the earliest before the panel can begin its 
work. they said. 

The complianct~ panel, as well as the wro arbitra~ 
tors,- will be the same three-member team headed by 
New Zealander Crawford Falconer that issued the origi
nal panel ruling 1'lSt year finding the FSC taX breaks· 
constituted an ille;gal export subsidy under wro rules 
(38DTR GG~l. 2/25100), officials said. The compliance 
panel is expected to complete its work within 90 days, 
although both th,e European Union and the United 
States will have the right of appeal, which could extend 
the process for an additional SO days, they said. 

Assuming the l~uropean Union wins an appeal, the 
panelists would then take on the role of arbitrators and 
have another 60 d,ays to decide the appropriate level of 
sanctions the European Union could impose on U.S. im
ports in retaliaticln for noncompliance, . officials ex
plained. 

EU Urged to Hold Off on Retaliation. In Washington, 
D.C., Fred Murray of the National Foreign Trade Coun
cillnc. explained that while threats by the EU are natu
rally of concern, presenting a retaliation list at the time 
a wro member seeks authorization to "suspend COn
cessi,?ns" is an oi:dinary procedural step under wro 
practices. 

"We would utl;e the European Unio~ not to move 
fO~rd wit~ the ;retaliation because we think that we 
~e m compliance," Murray said. Even if sanctions are 
lmposed, they W(.uld not take into effect until seven 
months. from now, Tom Stout of KPMG in Washington 
D.C. wd. 

Although MurraY refused to speculate on the sectOt$ 
to be targeted on the hit list, sources ventured that the . 
list.might include aerospa~ products. 

New Rules for U.s. flnris. U.S. corporations have tlie 
option to be coVered by FSCtransition rules until 2001 
or to opt into the guidelines of the new extraterritorial 
regime. Some practitioners said they are recommend
ing caution to their Clients and to apply FSC transition 
rules until the wro finalizes its decisions on the extra. 
territorial regime. 

"I think that is bad advice," Murray said. "Just be
cause the wro finds that the United States is not com
pliant with its treaty obligation does not mean that the 

· FSC proviSions go away or are otherwise modified or 
that these provisions go away. When the wro says you 
are not in complian~ with your obligations. that does 
not invalidate your own internal statutes. What it says 
is that if you do not change those statutes, you may be 
subject to counter measures." .. 

"Each company needs to evaluate this on a case-by· 
case basis," Stout said. One point of view is, for corpo
rations to remain within the FSC transition rules until 
wrOindicates how it will rule, he said. Companies 
choosing this option would still be compliant within 

· U.s. borders, he added. . 
. Stout countered that the new regime offers corpora- . 
·nons ,incentives not found within the repealed FSC re
gime: implementation of a simpler system to adminis

· ter, elimination of the alternative minimum tax prefer
ence,.removal of the 50 percent limit on benefits that is 
imposed on exporters of military property. and access 
to a tax benefit for foreign manufactured goods. Al
though changing would -require corporations to incur 
liquidations fees for foreign' sales corporations, the 
costs are not Significant. he said. 

Compardes are certainly in no worse position vis-a
vis the wro by switching, he said. .. 

BY MYRNA ZELAYA-QUESADA, DANIEL PRUZIN (GENEVA). 
AND TIM KING (BRUSSELS) 

Text otClinton's statement on the bill is in BNA Tax
Core. 

Tax Shelters 

Stock Compensation Amtngements 

Gel1Jel'8ting Artificial Losses CurlJed 


The Internal Revenue Service Nov. 16 issued Notice 
200()"SO that will close down a tax shelter transac
tion involving the use of stock compensation ar

rangements to generate artificial losses. 
Treasury Secretary Lawrence Summers told the Tax 

Foundation that while his department did not have a 
clear estimate of the revenue losses associated with this 
particular type of shelter, he expected that it would rep
'resent only "the tip of avery large iceberg." 
· Jonathan Talisman, the acting assistant treasury sec
retary for tax policY. said Nov. 16 that the notice would 
prevent a parent corporation from using ~ series of con
trived steps to claim artificial tax losses triggered by an 
increase in basis of stock in a nonconsolidated subsid
iary. 
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He explainel,i that in such a transaction. a parent cor
poration contributes cash to a nonconsolidated subsid
iary and then (:laims an increased basis in the stock of 
that subsidiary - ' . 

The subsidi~1.ry uses that cash to buy shares of parent 
company stod, on the market and then distributes ai
most all ofthctse shares back to th~ employees of the 
parent compariy. Rather than claim a corresponding re
duction in basis, the subsidiary claims that the distribu
tion is a capital contribution to the parent. Under Inter
nal. Revenue Gode Section 83 regulation!!, if a share
holder pays the compensatjon expense of the 

, corporation, the payment is treated as a contribution to 
capital and th'e parent corporation can claim a deduc
tion for expenses that were so paid. ' 

"We are shutting these things down as soon as we 

become aware of them." 
ACTING AsSISTANT TREASURY SECRETARY FOR TAX Poucy 


JONAnIAN TAUSMAN 


When the !lubsidiary is later liquidated, or its stock is 
sold, the parent company claims a loss based on the ar
tificially infla'ted basis, he said; 

He said Treasury and IRS believe that the losses gen
erated by suc':h transactions are not properly allowable 
for federal income tax purposes. "The parent is getting 
two deductiClns for the same transaction," Talisman 
said. . 

He said the notice would be effective immediately 
and would n~quiie the disclosure of these transactions 
on corporate returns and listing by promoters. 

Talisman also warned that the notice could impact 
transactions that already had closed because. "people 

"are claiming benefits th atwe don't think people are en
titled to under current law." He said Treasury and IRS 
would cons,ider possible enforcement actions on a' 
transaction by transaction basis 

He ackn(iwledged the complexity of such transac
tions. saying, "it's something that is contrived and it is 
h8rd to desCribe the contrivance." He said Treasury be
came aWarE! that such transactions were being mar
keted after lhe IRS received a tip from a taxpayer. 

These transactions have been marketed since at least 
the beginning of 2000, Talisman said. He said he could 
not quanti~y the associated revenue losses. "I don't 
want to characterize the size of this because we don't 
have perfect information," he said. 

Another !ihelter Notice Coml. Soon. Talisman told re
porters that Treasury and IRS. "are aware of at least 
one other tiransaction that we will be issuing one more 

notice on shortly." He declined to describe the Shelter 
in detail, saying only that it would involve "an exclusion 
transaction more in the nature of a liquidating REIT." 
rather than an artificial tax loss. He said that under this 
broad category of shelters, income never is subjected to 
tax because it is excluded fTom income.' ' 

He said Treasury and IRS had a number of other ac
tions in the pipeline. "We are shutting these things 
down as soon as we, become aware of them," and as 
soon as we can get a handle on them, Talisman said. 

Summers HigtIllghts Need to Curb Shelters. During 
comments to the Tax Foundation. Summers highlighted 
Treasury's continued efforts to curb what he described 
as the proliferation of abusive corporate tax shelters. 

"~ince 1990, in real terms, the gap between book in
come and taxable income has more than doubled to $90 
billion and is now wider at any time since the mid
1980s," Summers said. "Although some of this gap can 
be attributed to the use of legitimate tax incentives. 
there is no doubt that there has been a striking growth 
in abusive tax shelters." , 

Summers said that in addition to the upcoming no· 
tices, Treasury and IRS still planned to issue proposed . 
regulations before the end of the year to revise Circular 
230, which sets ethical standard for professionals prac- . 
tieing before the IRS .. 

He said the administration also considered legisla
tion to combat tax shelters to be a "matter of national 
importance." 

Summers touched on a number of other issues in his . 
speech. including the tax policy challenges associated 
with the growth of e-commerce. 

"Uke the cyber-world itself, the search for the solu
tion to these challenges is still in its infancy," he said. 
"But we have worked to establiSh one guiding principle.' 
This is that our global tax administration should pro
vide an environment in which e-commerce can flourish, 
but it cannot permit the Internet to undennine the sys
tem of revenue collection upon which our public ser
vices depend. 

Summers stressed that tax rules and tax administra
tion should be neutral and nondiscriminatory between 
Internet and non-Internet transactions. He added that 
international cooperation should aim to prevent double 
taxation or unintentional nontaxation of e-commerce. 
while ~aintaining the fiscal Sovereignty of participating 
counmes. 

Notice 2000-60 is scheduled to appear in Internal 
Revenue Bulletin 2000-49, dated Dec. 4, 2000. . . 

By KATHERINE M. 511MMEL 

Text of Notice 2000-60 is in Section L 

Text ofSummers speech is in BNA Ta.xCor~. 
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NEWS HIGHLIGHTS 

SUMMERS DELIVERS SHARP WORDS 

ON CORF'·ORATE SHELTERS . 


. Considering that he DUly be out of a job in 
several weeks, Treasury Secretary Lawrence H. 
SUJlllI'teIS is anything but .ashrinldng violet 
when it comes taking on corporate tax shelters. 
Appearing; in front of what, in the tax commu
nity represents a hostile crowd, Summers told 
the ~udiert.Ce at the Tax Foundation's 63rd Na
tional Conference November 16 he sti1l believes 
abusive corporate tax shelters represent "per
haps the lnost serious compliance problem the 
counb.y faces." 

Summe1'8 had little praise for those who ar
gue that fhe use.of abusive corpora~ transac
tions is n(n a senous problem. He said he was 

. wary of those who defend the status quo and 
argue thait (1) there isn't aprob~ .tha~ (2) the 
tax admirlistriltor is doing a terrific Job m deal
ing with the problem that isn't a. problem by 
using the~ cun:ent tools at hand, and that. (3) 

. providing the tax administrator with additional 
tools wotiild only cause more problems. 

It is brtpossible to put an exact cost o.n abu
sive corporate tax shelters, Summers said. But 
based 01\ the abusive shelters Treasury knows 
about, tl1,e 1O-year revenue loss due to these 
transacti(ms measures in the tens of billions of 
dollars. He emphasized that it is Treasury's "in
formed and nbn-se1f-interested" judgment that 
this revenue loss estimate represents "just the 
tip of the iceberg." . 
. Summers said part of the ~lem is ~ 

driven by pressures on corporations to DUIXl
mize profits and by increasing competition in 
the tax CI:msultation business; 

Swmners stressed that he was not talldng 
about the use of legitimate tax incentives or le
gitimate strategies. that are designed to keep 
taxes to a minimwn. But he argued that a line 
must bE~ drawn at the pursuit of engineered 
transactllons that are devoid of economic sub
stance. ' 

1herE~ is no justification for what are and 
"what are known to be" shams that are now 
being promoted by some of the most "prestig
ious finns," he said. . 

BiahUgb~ & Doc:ummts, November 17. 2000 

Summers noted that Treasury and the IRS 
will issue proposed regulations "strengthening" 
Circular 230, which. governs the standards for 
professionals practi.cing before the IRS, to mod
ernize opinion standards "for the kinds of tax 
shelters prevalent today." . . . 

After. refelling to the widespread abUse of 
individual tax shelters in the 19809, Summers 
said· Treasury will continue to pursue legisla
tion to strengthen its ability to combat corpo-
rate tax shelters. 

He also noted that the IRS has improved its. 
ability to detect and dose down shelters, re

. porting that one was being shut down as he 

. spoke and waming that "more Jl()ti.ces will be 
fOrthcoming in the future." 

Arloth.ei- One Bites the Datt 
The latest shelter to be shut down involves 

basis abuse. Later in the day, Assistant T~ 
. ury Secretary for Tax Policy Jonathan Talisman 
provided the following ~le of the transac- . 
tim. 

A parent contributes $1,000 in cash to a non
consolidated subsidiary. The subsidiary then 
takes the $1.tXX) and buys parent stock in the 
marketplace. The stock is diStributed to parent's 
employees to whom parent has a compensation 
obligation. Parent assumes an i:naeased basis 
of $1,000 in the subsidiary. The parent sells the 
subsidiary to an accommodating third party 
and claims a $1,000 loss on the sale of the stock 
of the subsidiary and a deduction on the parent 
shares distributed to employees . 

"The tax savings stem from. the artifidalloss 
created by the increase in basis," Talisman said. 
"They are treating it like a capital contribution 
from. sub to parent and parent to sub and rely
ing on an artifida1Jy inflated basis. In reality it 
is more in the nature of a dividend than a 
capital expenditure." 

. According to Talisman, there are several ex
amples of this type of transaction. However, he 
would not comment on to whom it's being 
marketed or the revenue impact of the shelter, 
except that it involved large transactions. 

The shelter was brought to the IRS's atten
tion through taxpayers. 'We will continue to 
shut these things down as soon as we are aware 
of th~" Talisman said. . . 
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NEWS HlGBUGH7'S 

Reaction 
Taking the podium following Summers's 

speech, PricewaterhouseCoopers's Kenneth 
Kies, a former Chief of Staff of the Joint Com
mittee on Taxiltiont said he felt a little like 
Ronald Reagan in that he wanted to say, ''There 
you go again." 

Before launcbing into his slide show on why 
corporate tax shelter legislation would be dan
gerous overkill, I<ies responded to what some 
would consider Summers's personal attack. It is 
not a,ppropriate~ for the Treasury Secretary to 
say he is not "self-interested" in the corporate 
tax shelter situation, Kies charged, considering 
that Summers quite visibly campaigned for 

. Gore who spob~ loud and long about "bad cor
porations." 

Furthermore,Kies took issue with Summers's 
reference to the individual tax shelter problem 
of the 1980s being solved by enactment of the 
~ve activity loss rules. Those rules were an . 
overreaching" lIesponse to incomplete data, he 

asserted. 

. Evidence of the problem. then was based on 
. partnership datil .ttom 1984 returns showin . 

Iarge losses on individual returits, he :rJ. 
"What we didn't know then was that individual 
losses had readled a ~ were on the . 
downturn." Kies said.' Ie enac:tment of the 
at-risk rules woidd have enough to ad
dress the problelll, he concluded. . 

Coqjo1'ate ReceiJ'" 
For the Treasury Secretary to can corporate 

tax she1te:rs the Il"lost serious problem facing the 
tax system today requires more than a series of 
anecdotal stories about tax practitioners, Kies 
charged. It is perfectly relevant to ask whether 
the alleged prob1.em has affected revenues, he 
asserted. . 

Kies showed sUdes indicating that there has 
been no erosion of the corporate tax base. 
Where is the evidence that there has been a 
material change in the corporate tax base that 
suggests moving beyond the tools the cmrent _ 
system has to ofie<r? he asked. . 

GeorgetoWl:' University Law Cente'r profes
sor Ronald Pearlman' said he doesn't believe 
either ~de in the corporate tax receipts debate. 
Who wOuld suggest that whether tax receipts 
are up or down i~y gets to the problem of 
whether transactions .are reducing receipts, he 
~. . 
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I NEWS B1GBUGBTS 
Corpora·te tax shelters may not be wiping out The notion that requiring more disclosure 

the corpor.:lte tax base, but that doesn't mean carries no risk is naive, Kies argued. 
there isn't a problem, Pearlman maintained. And those worried about existing disclosure . 
The problem is that the transactions lack eco . regulations are not likely to get any sympathy
nomic substance, he said. The problem is from Congress, even with a Bush administra
broader and. more serious. tion, three congressional staffers indicated on a 

.. 'Tm not too concerned with receipts or later panel . 
whether they are lower than they ·would be," The staffers who represented majority and 
agreed pai:telist John E. Chapoton, Vinson &t min~:ews of both the taxwriting commit
Elkins. 'TIft more· concerned about business tees' . ted a desire on the part ofCongress
ethics and ~:mduty to the tax systenl." to kick the tax shelter problem back to the tax . 

administrators, rather.than to enact legislation. .Kies caJled Chapoton's and Pearlman's "cas
ual dismiSlials" of the status of revenues inde- Pearlman had said earlier he would support . 
fensible. . . serious monetary penalties . for failing to dis

close a transaction on a· return. Retum. discloDisclosun sure penalties are appropriate, he said, al
To draw the line between abusive and Ie though he would not link the penalty.to .the de

·timate transactions, the emphasis should be ficiericy.~laced on reporting and disclosure, said 
There is concern that there is no penalty inChapoton. 

the law for faD:ure to disclose, according to one 
The halllmark of a corporate tax shelter is Senate Finance Committee staffer. To make the . 

confidentUllity, and tberefOJ:e, lack of detection, disclO8Ul'e$tions more effective, Congress
he said. . . might be .. to separately enact a failure-

to-disdose ty regardless of what happens. Ifa traniaacti.on has a significant possibility of 
to any other tax shelter proposals, the staffertax avoidailtce, disclosure should be mandated, said. 	 .

Chapoton ::Iaid. Legitimate transactions will get 
caught in t.he net, he said, but "so what?" There Ethics 
is a aisis f,or the systen\ and for the profession, Kiesalso dismissed Summers's statement· 
he maintaiined. 	 that corporate executives are under mare pres

sure to produce profits. The pJ.'eS8U1'e to proTaxpaye1'S have a right to engage in aggres- . 
duce prOfits has existed for years, he main. sive transactions, but they have no right to hide 
tained . . 1hem fronl the lRS, Chapoton argued. Taxpay

ers have ''rIO right to not.disclose just because it Of course, corporate.executives are fee1ing
is Ii legitimate transaction." pressure, insisted Chapoton, particularly when 

Taxpaf'iJll'S, corporate 'or individual, have no they read about IRS ineptitude and lack of re
sources.right to be~ concerned about disclosure of abu

sive or appropriate transactions, agreed Things have changed a lot for professionals 
Pearlman. in private practice, said Pearlman. 'Tve seen· a 

tremendous increase in pressure on privateIf the ms oveneaches on tax return disclo
practitioners and in-house advisers," he said.sure and (:auses disclosure of legitimate trans


actions, taxpayers have no right to complain, 'Where is the tax ethic in the private sector?" 

Pearlman .argued. But the IRS is smart enough asked Pearlman. 

to take l~p.timate transactions off the table at 


The fundamental issue is not a matter of lawsome point, he said. The IRS "is not stupid." The 
. but whether it is desirable to have a business IRS is used to handling large amounts of paper. 

tax system in which practitioners are pushing
The IRS is used to handling large amounts of the line as far as they can. Pearlman said. . .. 

paper poorly,. asserted Kies. Just look at how· it 
. The real problem with tax she1tersis thathandled aU the Form 10998 filed in the 1980s, 
they represent a "dumbing down" of the prohe said. 
fession, a "race to the bottom." and are de

"So Whalt?" Pearlman said. "It increased com meaning to the tax profession, said Chapoton.
p1iance," Chapoton pointed out. . - Christopher Bergin, 

Maggie Richardson &: Sheryl Stratton 
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DEBT LIMIT 

Q. 	 How fax' will 'the current debt limit of $4.9 . trillion take 
. you before another increase in the debt limit is required? 

A. 	 The Treasury estimates that the $4.9 ~rillionlimit will be 
sufficient until the fall of 1995, 'perhaps as late as 
October. ·It may be necessary to deviate fromfinancing-as
Qsualbefore the mid~September tax date to keep the d~bt 
.within the ceiling. Actions could.include le~ving a portion 
of:Governmenta~counts uninvested for several days~ . 

Background: . The. debt subject to limit as of May 19',· 1995 was 
$'4, 793 billi()n~ '. This' includes the $1. 3 trillion .of debt held by 
the GavernmeI'lt accaunts,. including the social security trust 
funds.' '. 	 . . 

The current permanent debt limit was ,enacted in the Omnibus,· 
. Budget Reconciliatian Act af .1993 i . dated August 10,.1993. When 
·itwas enacted, we believed it would take us into. the Spring 

'1995.' Lawer deficits have' extended the <;leadlin~ for an increase. 

The. House Rul~s'Committee on May. 16 granted a rule for 
consideration ~f the FY 1996 budgetresalutian that suspends .fbr 
the purpose of the FY1996 resalutionthe applic~tion of Hause 

. Rule tinder which the debt limit is voted upan in .the House as 
'. part of theblldget resalution. This means that the the House 
willne~d to. vate separately ~n the. debt limit, as well as 

. adopting a debt limit as part af the budget resalution. 

It is also necessary far .theSenateta votet:wice an th~ debt 

limit.:..- onCe in the budget resalutianandthen again an the· 

separat,e debt limit bill. 


Office· of Federal Finance 
May 24,1995 



EXTRAORDINARY .ACTIONS 

DEBT LIMIT IMPASSE 


, (1) ,About· $3, . 0 billion of' cash, can be' raised by calling, in 
compensa.ting balances ,that the Treasury has placed with 
commercial banks., The Treasury tries to give about 2-weeks' 
notice before such withdrawals. 

(2) 	 Oisinve~t the Exchange Stabilization Fund. This often-used 
action frees up debt authority, but the ESF loses interest 
during the period of disinvestment.ESF holdings of 
Treasury securities,which totaled $1 billion on'May 22, 
1995, have been reduced recently, because the Treasury has' 
engaged in swap transactions with Mexico. 'Legislation must 
be passed to 'restore any' interest lost while ESF'funds are 
not investedi . ' , 

(.3) 'Do not invest the ,Federal Employee Retirement System 'Thrift 
Savings Fund. The $20 billion balance (as of May 19, 199~) 

',of the Fund is invested overnight. 'The Fund' s statute 
requires theTreasuryto.notify the Fund's Executive 
Director whenever the debt limit is expected to prevent the 
Treasury from selling obligations to ,the Fund and provides 
for automatic restoration of ,any interest losses' ' 
attributable to idebt limitimpa~se. 

, (4 ) 	 .Do riot" invest excess' cash of the social, secur i ty 'and other' 
" .... ' , trust, f'und, s~' 'pisinvest, trust fUnd::: Disinvestment has 

occurred only too make benefit, 'lment a er 
".@ligati ns " ,e, funds. ,Trust' funds can lose interest as...-:- ' 
" a result of sUch action. 'AIthough not statutorilY required, 
-'EC)-:-do-so, ,-the' 'l'ieasury has notified the 'other trustees ·of 

,,~,he social se~::,:., t,rust fund, s 'Of,' any.like,~YCurtail~ent of ..
lnvestments. ' Congress has enacted Ie lslatlon followlng " ',' 
debt limitim, , to resto'reearning ,but' restoration is ',' 
notauto:matic for most of the funds. ' " 

" . .' 

(5) 	 Suspend-the sale and' issuance of U.S. saving,s bonds and 
state and local government series securities (SLGS),.' A 
suspensic1l1 of' savings bond sales Is costly because, we must 
notify 45,000 issing agents to stop accepting.applicati6ns 
and notify ,thernagain to begin applications when the impasse, 
is .resolved. Also ,'there may be, a loss of, conf idence in the' 
Government's ability to fulfill itspromises~ if the, 
Government is unable to folloW its normal procedures in 
issuing these se6urities. Th~s, purchasers 6fSLGS may turn 
top~rchasing>altern~tive securities in the market. 
. ' 	 . . , 

(6) 	 .sell loans that are held. by the FFB or certificates of 
participation inthoseloansin,themarket.' Thiswo~ld be 
anextrefuelycostly way to finance the FFBportfolio, and' 
the Treasury would. be. he.avilycriticized. FFBholdings 

,totaled $98.3 billion on March 31,1995. 	 · 
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(7) A partial alternative to preceding option would be to ask 
.. Federal .agencies,such as the u.s. Postal Setvicewhose debt 

is.not included in the statutory limit, to use.the proceeds 
of sales of securities in the market to repay their debts to 

. the TreasurY and the FFB. This would be contrary to overall 
Treasury policy to consolidate Federal borrowing through'the 
Treasury and the FFB, would involve long lead time, and 
would increase the Government's cost of financing. 

'. 	 , 

(8) . ,Sell, gold ~nd' other' stockpiled' commodities." Sales would 
depress the commodities/markets and could cause public 

. alarm, .both domestic an foreign. . 

(9 ) Sell Government assets such as the Capitol Building.. A,sset' 
sales wc:mld require Congressional approval in , some cases and 
would involve ,long lead times.' 

,( 10) 	 Defer paYments of, liabllities due and payable. The Treasury 
does nol: have the authority to select which payments to make 
andwhic:h to defer . Each payment obligation has equal 
standin9 whether it 'is a wire.transfer or check and is paid 
onafirst-in, first-out basis. 

Office of Federal Finance 
May 25, 1995 



, DEPARTMENT 'OF THE TREASURY 
WASHINGTON; D.C. 20220 

.ACTION 

. . . 

MEMORANDm[ FOR SECRETARY RUBIN 

THROUGH: DEPUTY SECRETARY NEWMAN(~' 
:otIDERSECRETARY "W\WKE ','r:jJJf. : 

, FROM: ' '. Darcy 'B~adbu~ " 
Deputy Assistant secretary 
Federal Financ. ' , 

'SUBJECT: .Debt Limit, 

ACTION ' FO:E~CING EVENT: . . . .' . 

. . , .. The pel:'1llanent debt ceiling of $4.9' trillion will 'be reached in 
the fall.' Our'best estimate, is that, we will run out ,of cash and 

",dept limit: room toward 'the end of October , but' it may be , , , 
'necessary to leave,a portion of Government account surpluses 
,uninvested temporarily in, early·. Septeinber, to fund the Treasury's 
cash needs; and prevent exceeding, the debt I imit. . 

.'RECOMMEND1LTIOit: 
/ 

." /' . 

That' Y~~i~;ign:theattached 'letters to, the' Congressional '. 
leaders~p. .' " ' 

, V }~gree ,., ' _-'--__-'-.Disagree Let" S" discuss' 
--~-----,. 

BACKGROUNI)/ANALYSIS,: " .' '. '. " •.•.. ".' ','. ',. >,' ' .' " 

In t:he,pas;t,the Treasury h~sw;'ittento the' Congressional 
,leadershipto,reguest'actionondebt limit with leadtimes ranging 
, from about: two ,weekstoa .couple of· months ~ The. attached " 
letters will, give the Congressional leadership an early warning 
of an impEmdingneed for debt limit action this,fall·andnotify

'.",. :" 
CongreSls t.hat I '. in the absence of Clction to increase the, debt ' 
limit" thE~ TreasurY may have to take extraordinary actions .' .' 
tempqrarily to get past the ,low-point ,in the cash balance prior' 

·to the mid-Sep-telnbercotporate,taxpayment date." 

. ,The 'let1:ersaiso suggest that Congress enact a permanent debt 
ceiling that issufficieritto last until the: spring of 1997 to' 
ayoidhaving' to act on the debt limit, in thefal! of' 1996,.' 

ATTACHMEm~S: ,Tab ,1: 'Letters,'fo~ your signature.' 
',' Tab, 2: copies of similar letters by fornier ' 

'Secretaries~ • 

EXECUTIVE SECR£TARJAT." . 
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/!(f>Li .~up~~ 
· The HonoraLble Bob Packwood 


Chairman ,
'.:.. -. ' fttrl.,}.···lf~.· .·"S)··~ .. l··..·£J:liv.• ·· committee on Finance 
United stcLtes Senate 
Washinqtorl, D. C.' .20510' ~-J- ~t:~ct::= >-r:i~-sL 
The· Honor"ble Daniel P . Moynihan v~~ 

.. Ranking ME~mber .•.. .~~ ~ 
· Committee on Finance I 

United Stcltes Senate 4'_1fl.. ~' :,.,1./', 4\,''(\ ~,.. ' L.tL-~,·!~jfWashingtoIl, D.C. :20510 _ V J .'-"...'-"v...; 

I • '., ',,'. /1 ".r<.,._o,·~'.· 
, ' 'v~''1 ..~-.....; '~'./_~(j'

'. . Th~ Honorable Dick Armey. '. '.' , . / v: . ~:" . . 

~~l~~~t~t::~:~e~ouse ~i Representl1-tives ~ '7~_~~";t~{).~p~
Washington,.D;C. 20515 . \j vu..... . O~.v._~ ~ 

The Honorable" RichardA. Gephardt .... '+'.. «" .. ;.....,--..1',.. .~,.·,,··A. ; ~---t., 
· Democratic: Leader ' . ' '. . \ U .. ! i ,0.............. 

United St,itesHouseof Representatives' 


'. 'WashingtOJ1, .D.C. 20515, . 


The Honorable John R. Kasicih ' . 
.Chairman' .,'., . . ." ". . . 

Committee on the Budget . .". , . 

united Stiates House of Representatives 


· Washingtoli, .D.C~ 20515' . . . 


. . , 

"Th~:Honor;able Martin Olav. Sabo 
..,.Ranking MelIiber' ..' . " ." .' 
, , "Commi tteeon the Budget ., , 

United St;ates, House of ,Representatives 

". Washingto:n,,' D.C. ,.20515 . . 


. The Honorable' Bill Archer 
. """ 'Chairman 

, , Committee on Ways and Means. ." ..• ' ,',' 
United States House of Representatives 
Washington, ,D.C. 2,0515 . 

The Honorable· Sam Gibbons 

Ranking Me'mber '. . 

Committee on Ways and Means . ' " .' 

United states House of Representatives 

Washington, D.C.,,' 20515 ' 
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DEPARTMENTOF THE TREASU.RY 
,WASHINGTON: D:C." 

SECRETARY OF,THE TREASURY July 17, 1,995 

The Honorable Newt Gingrich 

Spe~ker ~f,the House of 


, Representatives 

Washington, D,.C. 20515 


Dear Mr., Speaker: 

I write onthe_issue~ of deficit reduction and the need ior 
Congress to incr~ase thestat~t6rylimitonthe pu~lic de~t. 
The defic:::itredu.ction program. enac,ted in' 1993 has, substantially 
reduced the deficit as 'a percentage of our gross domestic " 
product. ,Th~ Administration believes that it is imperative that 
we continue ona, path of 'def icitreduction. ,This belief is ' 
reflected in the 1996 'budget proposals ,of both the Pre,sident and· 
Congress (despite the very sUbstantial other differences between 
these budgets). However, 'even if the budget 'deficit continues to 
decline, as I am sure you are a:~are,therewillsoonbeneedfor 
action by Congress to inct"eas,e ,the 'limit, on the public debt. 

,,~heprecise day when the Treasury will ,run up against the present .,' 
permanen1: debt',limit of $4 . 9 trillion is not' knowable this far in 
advance. 'However, intlie absence of an 'increase in the debt ' 
limit, WI~ are likely to run out of cash and room under the debt 
ceiling in October.' We will advise you of, our more precise " 
estiIrtatel:; of Treasury cash balances and debt later this summer 

'as we approac:hthe date when ,the Treasury will run up against ,the' 
permanen{: limit. "(' 

We 'look" 1:0 Congress to act'in a timely 'mal1her 'to avert a ,debt 
limit crisis that could interrupt Government operations, delay 
payments to recipients of benefits and millions ,of others, , 
disrupt i:he' Treasury' sborro~ingoperations~ generate unce,rtainty' 
in the d()mestic and, international' securities markets, and 
increase'the Government's cost of,borrowing. ' 

I note that the" conference report on the Concurrent Resolution on 
the Budgl~t for, FY 1996-~ recently passed by Congress-..." called, 

"for apermahentincreaseih the debt ceiling to not more than 
$5. 5 trillion (which would not be reached until sometime in 
1997). ~rhis amount would allow ample time to revisit the debt 
limit issue inawell...,c6nsidered andor~erlyfashion . 

., " 

,". 
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We recognize that some want to link' the need for a debt limit 
. increase to the debate over the budget this fall, but that is not 
appropriate or . in' the' bes.t interests of the American people and 
our economy. We look forward to working with you to ensure that. 
the bill to' increase' the. debt limit is. not 'encumbered with any 

.' extraneous matters that might heedlessly delay its. enactment. 

Sincerely, 

~\~Cl--\ ':v' 
Robert E. Rubin 

; 

.. "' . 
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Attached Letter' to be sent to the following 
Senate and House-Members 

The Honora.ble strom Thurmond . 
. President Pro Tempore 

United sta.tes Senate .. ' 

Washington, D.C•. 20510 


. 	 ... ; 

. The HonorclbleRobert Dole . 

Ma j or i tyI~eader 

United' Stiltes' Senate 

Washington, D~C. 20510' 


'. 	 The ·Honori3.bleThomas A. Daschle 

Minority :Leader' 

United st:ates Senate. ( .. 

Washingto:n,· D. c~, 20510. 


The Honorable Alfonse M. D'Amato 

Chairman ..' .. 


" Committeeon. the Banking , Housing and ..' 

. Urban . Affairs . . . 


United st.atesSenate 

Washington,.D.C~ '20510 


.. The Honorable .Paul S. sarb,m~s 
Ranking·' Iwlelnber .' , . -
CommitteEa on the Banking, Hous ing and 
. . Urban J~ffairs '. . 

.. 	 united .S1:ates· Senate 

Washingtc.m, D.C•. 20510 .' " 


.'. 	The Hono:rable Pete ··V .···Domenici 
Chairman .•.. . . . 
committe,aOn'theBudget 

. 	United states Senate .•.. . '. 
Washington, D~C. .20510.' 

Th~Honorable·· .J. .James 'E~ori 
. Ranking .Member... .. 

Committe~e on the Budget " 

UnitedS:tates Senate 


···Washingt,on,O.c•. 20510. 

. , ..j 

, ,.-. 
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- . . .. _:..... . ......::,. THESECRET~RY OF THETREASURY .... 

,'. ~. '. . 

WASHINGTON

'~w--o ..S
/ .June.23, 1989 

The Honorable Georg~ J ..Mitchell 

·.MajorityLeader . 


United.States Senate' 


WaShingt'~:~X0510 • 
Dear SeRi~ Mitchell: 

Iamwriting'toadvise you of the need 'for action by 
Congress .onlegislatiohto increase; the limit on the public ,:debt 
·and· to rE~quest. congression~laction by AugU$t 1. 

; '.' _. ,".. ' , ".,' , . , .',. i. 

· . Our current .estimates' show that the permanent .debt . 
ceiling of •$2,800 >billion will .be sufficient'· onlyt.o early 
August~ The limited flexibility· provided by the $15 billion debt 
limit eXE!mption for the Federal Financing Bank has already been 

·used~ . There . are '.. a variety of .unpredictable. variables that can . 
.af f ect c2lshbalances' and total debt between now and early August ..' 
ThereforE!, as, July unfolds ·we.willupdate you •.. However ~'" at the' 
present tiiineit appears that without a congressional .increase in 

.... the debt limit by A,ugust l,.theTreasury maybe prohibited from 
fully investing the'SocialSecurityTrust Funds·.in early August~ 

,The .congress can preveritthispotentialloss of income to these ', 
trust funds by a t~melydebt limit increase~ .. ' ' . 

.. ' . '.. Thepotential.inability tQ'fullyinvest>the Social. " 
'. Security Trust Funds" asearl'y as' August 1, is 'followedbya '.' 
· .chance that. the.Government cOllld default on its obligations ..... . 

. . • during the followin9week ...·.·Evenif the Goverriment managed to .', .. , 
.. get through that week, itndw. appears default is very likely on .' 
.. August 15, when interest payments in excess of:. $17 billion are ... 

due on olltstandingTreasurynotesand·bonds. . . '.:. '.' " ..' 
• ,I' ," • 

.As you know,thedebtl.i.mitisdeemed to have been' 
··passedbytlle House, since both ,the House and, Senate have' 
· approved the FY 1990 budget resolution (H.J.Res .. 280)'. Our' 
. preliminary cash projectioI1-sshow that the $3,122.7 billion debt 
limit .pr~)'vided in that resolutioIl probably ·would su.ffice,based· 

':' , on the Adlllinistration I s Budget forFY1990. ." 

',' .. Tliedebt·limit'.must be increased be·forethe.congress 
, leaves fo:t"'·its, recess',· scheduled for August 5 , thrc)ugh' '. . . 

Septelilber5"If the Congress were to recess before .the debt . 


· limit is increased -.";'·.i.n addition to very .likely defaulting on'. 

·,·interest payments. and other obligations ...~the united States 

could not honor,. on September 1, ·$3. o billion of military ." 
retiremen1tand. salary payments or payments totaling over $20 
billiontl::> social security and' supplemental security' income 
recipient:;, . 'railroad arid civil service. retirees and veterans . 

,", . 
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.1 urge the congre's~ to act quickly on a debt limit 
increase in. order to avert a default' with its adverse 
consequenc:es on domestic and international confidence and trust 
in the United states. . 

,Sincerely,

.-tC-lc 

'N±eholas F. Brady 

""", ;"" 

,.~' .. 
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THESECRETAR'(OF THE TREASURY 
, . 

WASHINGTON ) 

'June 28~ 1990, 
.. ' '. :' . ," . 

• The Honorable Thomas S.-, .Foley 
Sp~aker,6ftheHouse 


.~fRepres*ntatives .. ' 

Washingt'on,D.C.20515 "", .' " " ,:" .'" ." ,', " 


o+r Mr. Speaker: . .« ...... ••. .. ...•. •.. .•. . > 
',j Iamwriting to advfse you of the need for action by 

" , cqngress on legislation 'to increase the limit on the public'debt, 
in ,earlyAut;ustbe,fore the scheduled. Congressional recess • ' 

'As you know" ·,the Resolution Trust Corporation; s (RTC) •. 
. ,bC?rrowing ,from theFederalF inancing Bank i,s,funded.through the 
'normal Treasury debt management process; and', therefore" affects, ' 

the debt subject to limit. As a result, our debt and cash 
.. '.... e~timates for the rest ot' Fi~calYea~1990are subject to a . 

.greater-than-usualdegree of uncerta.lntybecause of the RTC' s. ' . 
difficulty in predicting the timing and le"elofi~sneed for 

, funds. .. , ',.' 

" Elased on our,current es,timate,itappears likely that,. ., 
. 

l 
\ , without an. increase ,in the ,deb,t limit, the Treasury will run. out ' • 

'. o(cash and borrowing ,authority and default on the Government 's 
,obligationsl in mid-August. However, asigni f icant, increase in 
•the level ()f RTC spfi!nding above' the qurrent estiniatecould' . 
accelerate the ,need, for an ,increase in, the debt limittoc;!ariy' 
August., In any case,; it is ,highly likely that default wou1.d· 

..,', occurbefol:e.· Congress, returns in September;.. . '." ;. 

" .,' . ,AS you are aware,: the iimiti~ ordinarily raised, to a, 
"new permantint ·level. suffiCientto' fund the Government's needs ,for 
, the, upcoming Fiscal Year ~ ..Treasurywill request a permanent debt 
·.limitincrrease:as s,oohas the mid';"sessionreyjew of ,the budget is 

.,. available from OMB. ,At that time, we, will also advise yoti, of our 
. best estimate of"the date that default would occur ,absent action " 
',; to increase the debtlimit. " ' 'f. 

, . ". .' Itirgethe corigress to act in ati:':ely manner on a dE!bt 
limit increase in order,·,toaverta' default'with its adverse . , 

.' consequences on domestic'. and ,international. confidence: and . trUst , " 
in'the, United. 

. 
states. . . ",' 


.. :. 


,Sincerely", 


t~=t·~ 
",Nich~las' F; .BradY',." 

( . 
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H6274 'CONGRESSIONAL RECORD-' HOUSE . . . . ',." , . 

TITLE m-8E,VSE OF' THE CONGRESS' FiSc(uyear 1998:.S1.338.2OO,OOO.OOO; 

HOUSE OF REPRESENTAT'rVEs. AND SEN~ Fiscal year 1999: S1,379,5oo.000.000;· 

ATE .'FlscallleaT 2000: 11,425,SOO,OOO.OOO• 


.Se~.301. Sense 0/ the Congness on ·the ellmi- ·.Flscal1jellr 2001: 11.4S3.500,OOO,OOO; .. 
'. .'. . nation 0/ /raud•. IDCl$te.,and libuse' FIscal yeIlr 2002:·SI,492,500.000.000.· ...... C;;~m-.=<Trimii:::=;-' 

'. '. .' In Ute med!care $iI.tem.· . ,'. (I)DEFTCrrs.-FoT .ptlTjXI.e:t 0/ the en/orce-
Sec. JOZ. Seme of Congress regarding· pTivatlza- ment· o{'thlsresolution ..·.t/!e amount:>. 0/ the deli

. Hon 0/ the 3tude:1t loan marketing efts are Cl$-!OUOIDS: ··r.. '. '.' . . 
.'. . . Cl$$OciattDn (Sallie Mae): . . .., FIscal year 1996: S2I5,6oo;OOO,OOO. 
Sec. S03. Seme 0/ the. CongrEZ$regaTding tlie' .' Flscal'Yellr 1997: S23#,loo,OOO,OOO: . 

. debt limit. . .. ;., . FIscalllellr 1998:'S204,000;000,000. 
Sec. 30#. Seme of the Congres~ as.sWnptions. . FIscal year 1999:. S192,900,OOO,OOO•. · 

· Sec. 305. Sense of' the Senate I/w.t tar reauc- . FIscal'year ZOOO: S181:1oo.000.000;· .•' . 
. . nons mould'benl!lit 1D0ridng /aml-. Fiscal YeIlr 2001: IU{).200.000,ooo;:- '.': '. . . . (C) New directloan obligaa01l3, so: .' . 

lie!. .'. .... Fiscal yeIlr 2002: 11()8,/()(J.OOO,000. '. ..' '.' '. (D) New primary loan guarantee 
Sec. 306. Seme 0{ the Senate'on the distribution (5) PUBLIC DEBT.-The appropTiate levels of' ment.:; II ;700.000 000;" . : .'. .'. 
· . .'. . of agm...uture sai~ings.··:· . ,,:' . the public debt are as follolDllr ...., .... . Flscalllellr 1998: . : . . . . . 
Sec. 307. Seme of the Sen.aU1.on the istabllsh-: : Flscalllellr 1996: SS.zlO.7oo,OOO.OOO. . . (A).New·budget authority, $259,00Q.OOO,000. . 

ment of a med!cure solvency com-.· .Fjscal' year 1997: SS:SlO.loo..OOO.OOO. . (B) 0ut,laY3;:I;26J;8oo;OOO,OOO.· . " .. 
.'. .... mission•.•. · . .... .." .... . Fiscal yellr 1998: SS:n9;800;OOO.000; . (C) NeW direct loan obllgatioTt3, SO•. 

Sec. 308. Seme.o/ the Senate regarding protec- . FIscal'llellr 1999: S6.038,900;OOO.000. (D) New' primary loan guarantee. 
. . Hon 0/ children .~. h.ealUt~ ... ' . .Fiscalllellr 2000: S6.288,900,OOO,OOO; mimt.:. 11,700.000.000. . 

· Sec: 309.~ Senie of the Senate on the =ump- FIscal year 2001: 16.503.500.000,000• .. ' . 'FIscal year 1999:··. ." . 
'. . .' :. .HoTt3;· .' .... ~:. .... ." . ' Flscalllellr 2002: S6.688.600.000,OOO. . .':. .,tA) New budget auth.ority, S271,7oo.ooo,000;" 
Sec•. 310. House Statement on' agriculture sa11- (6) . DIRECT LoAN OBLJOATIONS.-Tl!.e appro- (E) (jiJ.tlay3. $2Ii7·.200;OOO,OOO.· . ..... 

· . . ings.'. ,.> . '.pTiate Ifll!el3 0/ total new direct loan obligattDn:r (C) New direct loan'obllgation:, SO. 

See.3Il. Seme of the Hcrr.ae.ott baseJine:t" .' are.asIollolDs: .. ·· .' . .' ::" :. (D) ,New. z;irimary . loan guarantee 

See. 312•. Sense of ~.HaWse. 'regardinga" CDm*" . FIscal Yellr 1996: SJ7,600,OOO,OOO. . . . • ment.:. 11.700.000.000. .. . .' 


. . mission: on th.e·301vency .of the· . FIscal year 199'1: 140,200.000.000.. . FIscalYellT2000: '. ." .. 
'. .Federal militaT1l at14 cipil 3eT1J!ce Ff;scal Yellr 1998: UZ.300,OOO.ooo. .... (A) New budget,authority. $274,400.000.000:' , . 

. ' .. retirement fund3.. '. • ..... FIscal year 1999: 1#5.700,000.000. . (E) Outlays. 1270,900,000.000. . . ... 
'. See;. 313. Senseol the HoiuIe 'regariung tlui re.. FIscal Yellr Zooo: 1#5.800.000.000. (C) New direct loan obligation:. so~ m 

.. .:.... ~ ofHowe Rille XLIX.. " ~ IIflQ12001: 14,5.800.000.000. ..... (D). New . primaT1/. loan. guarantee commit-
Sec. 314. Sense ofthe.Hou:se 01.H!mergenc/e3. FIscalllellr 2002: 146.100.000.000. '. :'. .;' ments. $1.700;OOO.OOQ,·. ..... : .. : . 
· :.' TrrLE 1-l.BVELSAim:AMOlJNTS"", . (T) PRIMARY LoAN" GUARANTEE' COMMtr- _ FIscal yellr Z()()1.:'" .. '. .. .. .' .

SBc. ;01. UcoJaiBNDm LBV11J' .: . .' " •... . .'. MEII'n.-The ~WTopTiate' /troelsof new primaT1l ·MJ New budf1et·autlwrity. S2T7,100.000.0Q0: 

. .' . ..... . . ".. .;s~AMO~IOQ;fl guaTIlntee commitm.enu.are as /ollow:.: '. :(B) Outla1l~. S270.ooo.000.000. . . . 

.'. The, .folloU1{ng, budgt?tanl,.£~ are ·Ilppro..; .1tit:al.lIear 1996: 1193.400.000.000;:' ". " . :. (Cl. NetD diteCt loan ,obligati.01I3. SO~ 


pTiate- for.t/U! jf:tcal. fleeTS 1¥;.1991.19911.~1999; . FIscalllear 19!1't::1181,9OO.000;000i.: .~:_:::.:.':. ;,,' .'.(D) , New;. 'PTimi:r.T1I. ·loan.. ~antee 

'. ~;~~.~.4i;~:~~.~;;~~;"~ .'=== i:;:i~:::~:=::·,:;;«~r·~-:/';mpt:;:/l:;o:/f't·:: . ... · 
'enforcetnerlt ofthVr~lutJ:""';;"'- .....: .... ,:</.~:;. . " f/3Cf1l1le;aT 2000: $184'700 000 000. " . ." •. ..:,.(-.A).·New OtUIge1=./Utt/Umtll; 


'.' '.' (AJ<T¥r~:~:'b(FedeTa(~~.FIscalllejJr 2f)01: ~J86.l00:000:000.: '.:.: .::.,:'., . ,.' (B) 


;.;:~£;of:r~:~:=:~~~~i~;f~J~ft.~~·,·~~~=:,~ 1181·~·~;~·.:T.:···· -'.' ... 

" • «," :: ,.:•.~ 1tit:al'1iear.:l998: 'l.;t34,,2tJO;IX.'O···OOO.';~~:''';~·,:''~r..· fc~:.: ';'" 
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level3 of Co tal budgefouUaYIl are-Q3 foil ': '.' ..... .' (B) Outlays, Sl1.8oo.000.000.. · '. .~: . 
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·(D). New. primary loan guarantee. cOl1!mit,
lentil; SO. . . . . '. .' '; 
,(5) Na.tural Resources and Environment (300);' 

.(e) HelD· clireet loan obligattoM, 
'm.l00,ooo.ooo. . '.. . . . 

(D) .NeID prlmaTllloan ,guarant"ee commit· 
menu, 15.700,000,000: . . 
. Fisi.:alyear 2002: ,. 

.(A)NeID budget authority; S9,600.(){)(}.000. 
(B) Outlalls. S8,500,OOO'(){)()' 

. (A)Neui b'uclgetauthoritv, S42,200,OOO,ooo.· .. 
(B) OUtlay,. $32;400,000,000. '., . ;'; . ;, 
(e)NeID clfreet loan·oblfgations. 1200.000;000•. 

'. (D)NeID prtma.ry . loan guarantee jZommit•. 
menu. 10. . . . 

FlsCa1uear 2002:. ,... '.. 
(A) NeID budget autMrity, $41,800,000.000. '" . 

'. (B)OutlaY$.S32.ooo,OOO.000; . . .' " 
fC) HelD cliTect loan;l.tbligations, $200,000,000. 

.' ., .. 

':'.".,;.,. 
, , :: ~:; ( 

.;II·! 

.'.: r . ii 

http:prtma.ry
http:Ie1&u.so
http:prtma.rY
http:olJltgations.ll
http:Ou.tlti.UI
http:primI:J.ru
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H6280 	 .CONGRESSIONAL,RECORD-HOUSE 
.revised allocatfons pursuant to sections 302(b) secticm. the Congressional Budget· 0ffice shall (d) 

· and 602(b) of' the Congressioaal Budget Act 0/ inClude the budgetaTlJ impact oj' all legislation 
197-1 to carry out this section. enacted to date, use the ec:niomic:and. technical. 

'._ SSc. ::01:WELPARB REFOR..llR.lJ'SERYE FuND.' assUmption.s underlying :this resolution, and as· 
(a) I.v GENERAL.- . . .' rume compliance with the' total discretionaTlJ. 
(1) DIRECT SPe.vDING.-In ti'Le Senate and the '. spending leve13 assumed. in this 'resolution unless 


House Of R.epresentatives. bua:get authority and superseded bylaw; . . 

outlays. and (in the' House) ei'l.titlement.a.uthorc. (3)· EstIMATE 'OF LEGISLATIO.V.-T'- "'on"res- . .
''''' ...' " For the purposes 'of'any ";"~""'TT'''''
ity; allocated to a committeE! may' be revised; sional BlUf.get Office shall provide an estimate . . 

pursuant to subsection (b)(1).10r legislation· In to th.eChalnilan of' the.Budget Committee 0" the an the blUf.get.and ihe CongressU:Jnal 
. 	 of 1974. the cost of a direct loan under 
that committee's jurisdiction that has the effect· Senate andtlie HoUse of R.epresentative3 (ai the . d.' .d. Iii 	 eral direct stlUf.ent loan program'sha1lbe 

· 0 f redUCIng .•rect spen ing 'jor a ·.we are pro- case may be) and. certify whether the legislative 

gram and authoNes an. increase' in . discre-' ·reco.TnT1Ie1Idations would. balance the total blUf.g- present value, at the time when the direct 

tionaTlJ spending "or. that wl!lfare program;'!f 'et by {lscal'year 2002;" ." '. is disbursed; of the/ollowing'ca.sh flows.[or 


. .' . 	 'estimated iifeoOhe loan: . . 
that commtttee reports such lelrislation.·. .' . (4) CElITIFICATION;-I/:the "'on<WD'''onal' 	 · '. l' . 	 '-', ~, ~. '(1) Lean dlsbursemen' '".'

(2) '. DIsc;rI,ETIONARY SPEND1.Va.- n the SenateBlUf.get Office certirtes'thatsuch legislative rec-' 	 .... 
· and the Hdu:;e· of R.etrre3entd.tive3.· budget au- ol'll1lle'/l.dations woUld balance the' total budget . (2) Repayments of principal. '.. 

thority and outlays allocated· to the Committee by FISCal year 2002, the. Chairman shall submit (3) Payments of interest and other ·paym,entll.~'.J 

on Appropriations, and (In the Senate) the dts- such certification in his respective House. . by or to .the Government over the life . 

cretionai-y spending limits in.l:ection201 of thiJ . (b) PROCEDURE IN THE.SENATE.- . . after adjUsting for.estimated defaults; ...........""... '''''.. H 


resolution. may be Increased, punUant·to .'sub- (1) AJ)JUSTMENTS.-For· the purposes of points' ments, fee3.penalties. and otJ/.et TecOVerie3. 

section (b)(2), for an apprOprl.dtion measure that • 'of order unMr the Congressional Budget Ac: of . (4) Direct expenses • .incllUf.ing--· . 

pro'uid.l!s new.dlsCTetionaTlJ bU!.tgetauthririty for. '1974 and thtsCo1lC'J.rrent resolution on the budg- . (A) actilrities related to' credit e:rtel'I.sion. loan. 

a welfare program pursuant taauthority pro- et, the .appropriateblUf.getaTlJ' allocations and origination, loltn. servicing. ma.nagement of con

vid.ed in legi.tlation described in paragiaph(1).. aggregates shall be revised. to be eo'nsistent with. tractors;, and. payments. to contractor:. other' 

i/tJie Committee on ApproPnaljo7u reports sUch the' in.stroCtion.s set forth in section 10S(b) for goVernment entit!es, and .program participants; . 

an apPropriat'.on measure. '-.legislation that reduces revenues by providing (B) collection ofdelinquent loans; and '. GA: 


(b) REVISED ALLOCATIONS.-. . .' .' 	 ati:
(1) DIRECT SPEND1.Vo.-U<ntin. r~ng of.leg- . famil'll taJ: relief and incentive3 to stimulate sav- (Cl. UlTiteoff and closeout of loans. ',' 'taI;. 

.. Cl""" :'ings," inVeStment,. ,'ob' creation. an"'. ~n·omic· . . ..... ' 
isla.tion purSuant to Subsection.' '(a)(1) and again 	 ... ~v SEC. !08.' IaTENSION OF BUDGET ..U:::r·6Q..VOTS·~ dee'growth... . .: ...... """"""''''''''''n7~'''' """""'''G1l -- .

,upon submission of'a confereTl;:e reporf.on such . 	 . . .' ........"'................................. ' •• tak
M ......... : 


legislation. the chairman of the' Committei"'on(2) REVISED AGGREGATES•...,.{Jpo.n .the reporting· NotUJith3taiuJ.inir·sectiiin· 27S(b}', of the Bal:" ,., uru 
the Budget oHhe Howe orSe1l4te(whichever i3 of legi.sla~on puTsuant ,tosection,.10S(b) and anced Budget·:and Emergent:1l 1JertCit. Control' (. 
appropriate) may submit to tnat HOuse retlfsed' again.upon the ~m~n.ofac?nference reo, "Act'of 1985 (lJ$~amended.by.sectton:t 13112(b).and 'If t 
al/ocatilm3 und.erSect:onS· J02i'a) and602(a) o[ port em. suc.f!.1egi3lation•. the Chatrman. of the . 13Z04(b)(3)' or. th4Budget, EnfO'fCt!:lnent· Act.'of BU!. 
.the CongressU:Jna1 Budget :ACt 0/1974 to' CIITT1I ::ttee~:::;/thet.el.Budgttf::!~: :~hdll 1990), the :.et!Dnil sen.tence· of ;ectton 904(c) of :200; 
out $~ sectiorr. Such revised alIocatiOn:t 'shall'" .tfol'lll a:a aggreg~ retTl! . . g TY.. ,o::_a~. Act-o{1!1l4 (e:rcept 11'1-' '!hi:.: 
be· considered fOT the· purpose.l~ of·t/i.e Congru- • -'. of that Act) and orct 

, 	 $kmtJl Budget Act"of 19'f!J to bli~the·alIocatfOn.s. (J)·EF1'Ef7I' OF REVISED ..tLLOCATION3:AND AG- . ' . Act.. ' . .i!J7.. 
under. this ccincurrent blUf.l1et·f'83olutUni.; In the GREGAl'1i:3.~ _alIocaclol'lll.and,aggrega~ . SEC. 
Senate;, thi revWn. shall. re/lei.t'that amoUnt.of .3Ubmitted. UnMr paragraph (2). ~hall be.~- . .: :T' 
the, direct' :rpenc1tng' amngs' eit1mated to :fe:u1t . ere4. for, ,the ~purposes'. of . the Congressilmal·. Ciu 
fram $UC.f/.·legfslat1.On to the e:r:tent t1!eIt.e:tCi1ed. Budget.Act o!1974·CII alIoca7:?ns..a:u:~~gf1Te11.ate3 . . :'.' (~
the. :a.flings assumed tn. thb:'C(lncuTTent"resiilu~ ..ccmtaUied. tn thl8 resolution. . ~., - '" .. ' ..' '."' .,' . ,the 
~ em the blUf.get;' '.:~ ,__ ,. "::'.: ':"'~'.'- " ,~';-:-~~i':.':.~;'. " - (e): ,CONTIIJOBNCIES...,..,T?W .seCt!.On. 3~not 3pe . 

'. ,:' (2) !?ISCRETION.AII;r SPENDrr«I";:::VpOn:tepoTtlng::,, _~P1Jlll.U'il.le33 the reccmcilfatio1t-legfslatfon-',·; .. _,jU·.. 

of. feti.f3latlO~ pUrsuant to~4UbSt~":·(a)(2);atul. .lJ""...(1.),camp~ with.;the .rum 91 the reconqHation.: .~~~~~~~~~~~~~~~~~~~ :. "'{!~.'again:upon,·tM.!~lVoFarconierencert~.:.~·,",ectt'Qil'INt01".:.t1I4hPe:rlDd .0/"/bcahll~,1~;: ~_ 
port~ on sUCh.: 1e¢3laiuni.~ iJie:.~ni'o~,·tM/;thr01iflh. 290~ prmridlid In' sect!on105(a); and .." .' ~ 
Committee tirt'ih.e.Biidgeicili1ie.:Hii1i3e.:q,.'Seii4ie ,,~·(2)~balanar:the,total:blUf.geMOT;rJ.Scal . a7IG 

: (wl/.ichetJer i3 aW~iehrial(·SUlinlit:.to:oiiiillear.·ZOOHmd. ~,period Of.fI$cal·1IeaT3"2f)(J2•...C 
" }{awe ~ ·/uliiCaiiQ1i.s undei'~tuifiS,302(a)';' through. 2005.:" !;' :;..:;~ <';:'.';':"' .. i.C·~'~·:-·i,;.':','~:'~ "::' '. - ~~~~~1!:;t-n~~~~~:~~~~a.::,r;;~:;;!: 'iig; 
., ..:ana 602(a) a/the;. Co1igr~m:l-~·lJti,dgittfci'·o/": (d) ~:~EFIN1T10Ns..~For. 'the. 11U1'11tiie3' of: .tIPS ' .......",.,.. lu... faT 

. 1!1l4and' rewedd1:i:TetionaN~'izie'nd.i1iinf1idi.t:, 'sectIan; thet.errri "bczlanCetheto,tal·l1udget"m~~~·i:~;,~·~'r~~~:~:::~.~g:~.~i!~ tJi.e .
Th4i~on'a1iall·refteCt~·that):a1nDUiit''of:.Uie.',nean:t' totill outlayS are lessthan or·equalto .• .J;the 
new di3'CTetioni1.Tybudget''i;iuthOrityj1ravlded.'fOT .. to~ r~ues for a (~ lIetlr:OT f'fJ(!riO(j..of(f$- O!Jfb,'(h.ere:!n~·!);" '. Tn 

. t1!e, welfare- prOgram uP: to; the,; leiJel:a%ithoii..eci' ca.l.1I~T3:. '•.: . '. ..: :;, ','.<. ',.. -.."__....,,,i ~~=;:~;;~r;~ . 'Ii 
. in the ,1egtSlatfon. reported;11IITsuant'to;i3Ubi- f!BC-,::D6.~(}FGO'VEBNMENTASSBTS.; ~:;.<....:, 'h ~~~::=~:f~1l s, 
. s~ton' (a)m;~t that the I~Udget iiuthority. -(a) SEN3E()JlTH~CONGm;ss~.".~: b;~:~.t)l:. . 1e:1i~·a::=g:·:~~i~::~
and oUtlar r~on.s shallnote::.ceed theadjUst~.; t[le Congress tJ:at ... ' . -' .-,',..~.,_ ..." '" .. . .".}L.,.. :....,.•;." .. ........ 

. ,ments made .pUTsuant. to parairlaph (1) fOf' that.' .' f1) the. PJo.htbition on:scoring czsset.sales,ltas,,·YeaT 2002~ . . '''. >:: ".':;::.:7~ ."':' ':',. :. ;':.'[ 

welfare .program. Suc/nevi3ecf. ·alloeattoni.'a1uf .df$c~raged..the sale oj assets that.ct:m •.be better, (2) :CEMIFICATION.'.-...(A)·. If.. the' enactment 

df3cretionary ~nli Itnuts.i~hall lie' consta~-matUZQed. bi/ the private: SectoT iiiu1'iJenerate re~, the; bfll,a.t~tea 'by. the· Director· would 

dei!., ',/or' ~hiPUrpoie301'tiJ,f. Congre3S1.ollal ....~P~ to reC!Uce tJie Federal bUdget defic1,t;. '~.' bafance the liui:!get;ithe chal~' of the . 


,.BlUf.gitt ·'Act·. 0/ 1974; 'to. be the. alIoeatiOn:l' a1td " (2) the -President's jbca.lyear 1996 budget In- . mlttee'on the.BlUf.get,:uauthorized'tosd.certify;. 

spendinirllmftl under th.t$'Cotu:itrTentresolutlo7i.~lud.ed $8;ooo.OO(},ooo .in ,receipts·from ii.33et sale.1 ..'(BUf the enactment. oj the.lrlll ~ ~tedbJl 

on the blUf.get. ,.... . - ......... ..:,., a'lldpr01JOsed. a changei1t.the asset sale' scoring .theDirectoruiould..·not·so·Palance t~ budget; 

· . (c) COMMITTEE .. ON· APPRQ.PMAT/ONS.,....·The . rule.to.allow the Proceed3 from theSe sales to· be th.e:. chairman, of:.t11i, (:o.mmittee:tin~·the·Budget. 


.' Com.m.ittee3 on ApproPriations. may. report:a.p.. .scorea:,,·. ." . '. . '. . . '. '. ... shall. Mtifr tlf.!!i:1tai.ijrianof· thiiCorilmtttee ... 
•. 	p,opriatelyrel1tsed· suballocatiori.7 PuT3Uant to' (3) a:setnhouldnot beaold If suc/r.sale,wlmld R.ti.les;T'!f.e.. cdmirr,i~o.n:·Rule3.may.' .. 

Sec;!wn,S 302(b)(1) and·602(b)(1r of. the Cong1es~ ..inCTeoie t1!i. budget detidtover the long run: to. the HO'U$e,,,,.. Te!!.0lution;proflidJng 
sional BlUf.gef Act 0/1974 follot.i~ng'the ';eI.1'I.Ston: and ' , , , :. ". sid.eration.·o{'an: CUiIend.men.~in, the 
o/the, allcicaitoni:pu~suantto.iri.bsection. (b)(2);' ' .. (4) the ass.ilt acileScorlng prohibition. should be'. substitute con8isting.o(t~:tin ort)'le·rllConciIE';' 
ta cariy'out tJits·section;. ' . .': '.' . ,'., ,.". repealed a!'ld COnsideration shOuld be given' to'cition' blll:reported:'b'll' the CDl7U7Iitu~ 
~ZO£Burx;ETSURPLUSAi.LiJw,k.;ci.· ... . replacing it with amethodolow'that takes Into. BlUf.get,modt/lea·bll amen~ts· 
. (a) CBO'CElITIFICATIONOF:Li:;i;ISi:ATlvi:'StrB~' account {he long-term pudgetaTlJ lmpaCt ot asset' ,balanced budl1Bf;/)IIIlscal·lIea'(ZOO2. 


MISSIONS:-" . ;:" .. :' : .,'.': .... ':iale3~ ......... ;.. ' ..' .. " ments~i~section'310(d)0[the' 

. (1)' SUBMISSION:·OF. r£OISLAT'r9N.~Ujjo1i. the' (b).BuDCETARYTREATMENT • ...;.For. purpOSe3 of- sional' Budget Act of1974.ti: an:ortgtruil 


.nibmUsion of .legfslative' :recomritendatlon3 .pur.. any concurrent. re301ution on the' budget and. purposes o/amendment.. " . :.' -' -,.: .' 

.. : suant to section 10S(a} and prior to ike. sUbmls- ..the • Congres:ional . Budget Act: of 1974, the ...(C), I/. the CommltteeonRUle3 :so r~~~;:=~1 


. 	 sion ,ora conference ·~repOr:t. on.:Jegis!o.tion re-.amountS: realiZed from sales 0/ assets,.!halI be .. the c!wJrma.n 0/ tlie Commtttee on . 
ported pursuant·. to. section .105, 1:Jui:chalrinO.n 'o/. :.Scored.. with. respect to the level o[blUf.get' au-shaW3Ubmit the ..'substttute.tertto 
the Committee on .the Budget of the ·Senareana. .thortty; outla,l!, or revenues, '.. . .' . .'w/io 'shall proflide ·anest1mate· of 
the HoUse'.ol R.epresentatlves.(a$ the case·may (e) DEFIN1TIONS.~For purposi.:'l Of this section. Substitute ·tezt'would·balance the totaIhmfrr"lr"""" 
be),!hall. 'sUbmlt Such-·recommeiidatio.ns to the .the·terin"saleofan asset" shall have the same by [tical Yeilr2oot."lf the enactment 0/ 
ConqresSlonat.BlUf.get Office. . ....,.. meaning' CII under section 2SO(c)(21) ,of theBal- CII'estimated by the Director would. sli Galan.....":! . 
. ' (2) BASIS OF.ESTIMATES:-FoT'the purposes of· ance!1 Budget and . EmergenC'JI Deficit· contrOl the ·budget. ,the chairman of the Commiltee: 

prepanng. ·an estimate' pursuant~, thissub-.· Act 011985. .'. the Budget isauthonzed toso certif1l, 


http:Such-�recommeiidatio.ns
http:HoUse'.ol
http:of1974.ti
http:th.t$'Cotu:itrTentresolutlo7i.~lud.ed
http:seCt!.On
http:UC.f/.�legfslat1.On
http:amoUnt.of
http:reporf.on
http:apPropriat'.on
http:the/ollowing'ca.sh
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'. (3) BASIS OF EST~lJATE.-In preparlng anll u, •. (Z):th6 ctelUfcn cif the publk debt ,hould be 8lU:..:06. SENSBOF f'IlBSENATB ON mx DIS. "!' 

te under tha rectum. the 'Dlrector ,lUul In· :etat levea and for dUTatlo7U that en.mre II bal· . . . ',.TBIBUI70N .OFAGRlCUI.'l'V'RB .SAv· 
. ude the budgetaTII Imrxu;t o{.alllegj.llatlcnen- anced budget bll jlscalllear 2002, con.sf.ftent fDith .' ..' .::11(0&' ,.; .. '.' ..' . 

. through·the aate of IUbmtmon .of that u; thll budget resolutlon; '." • • It a the $erurof theSenate that• .111. respOnse ' . 
. te.and Of..alilegf.fla~on InCOTJ)Orateci bll ref...... sBc;~~.81iNsB,.'OF.·TH1l CONOBEss·AssvJip.;tothe. reconcUlQ;tlon. I~ Inrect1onl05.··· 

'In .the 'reconcUii:itton~ btU•. lUll: the eco-.·,.· ',' .,.,-"; ,;: ..nONa:·;..::. ,.... '... ~'.'. ·,..7".', ,~,.,; of~thli .ruolutlon•. the.:Senate.Cammlttee on"Ag~ 

0~.;1l"(1:" tee~l}.icalni'IUllIPtlon.,~ u1ideriir/ng .• ~ it.is the _of the'Congrest, t!u:.it· t1ie"a.ggr~ rtculture;"Nutrltlon', and .Forem-v "hould' pTa:.


'~Tuolutton•.~,a;sumecompllance unth ~: ·!1ate:',and~-furict:tonal_/evel.l.ln.cluded·ln thll . 1rl4e that no.morethan,-20.1>eTcent of.thela1lings 

f:!:;l.d~~IlI.level.llWWlled.ln.tl;/l..1'uolu- budgetre:olutl.ima.ssume tJur.t-;.... . ":, '.' beac1tfelled. In commoditu progrl'lmll • . ,' :..",' .' 


ttarJ~.:~:;:iJl~ ..::.b,;,~Uf.i ,;~1t(/.,i!tfrlude· :':(l)·;Federal program::sJiauld be rmTuctured.tD SBc. »'I. S1lNSB Oll' f'IlB ~TBON Tll.I!"BS:2'AB-

h4nguln·:fJu~lI.s an.d Tevenue3 'e&iUii4ted 'to meet 1dentll/ed::prlorit1eir In the mo!t effective .. ..;.~:'US11MBNT OF ·A MEDICARB. SO£. 

T~t''1r~: ..Uie 'economic ;i1npacti,o{-blZla7idng . and:ef/lCflmt manner. to' e1f11dnate obsolete pro-' . ', .•·.VBNCf'.COJlJl1SSlON. : ... ' •. 

the· budget l/ii'::,Tf3Cal'.lIellr :'20/}2:@'ll3t!1n4teci bi . gram:. arid to Ted.uce duplication: :. ". .' .It II the seTI$8 .of the Senate that, in·OTder to 

~.cOngr~nal·Biidget.OfJfC8.'ht-:Tdble 'B-4 in .... (Z)Ffderal program:.!lwuld be Tmewed. u,:de-.' meet the .·a(1J1j'ellate: and.let;Jel.I in t1r.1I·bu4get· 

~::B't!i' Its. ithaillN.' o[tlul.l''rmdent'' .' 'termfne'whether they cire more aJ111T01l1'14telll. .ruolutton-·. . .........' -. ,~; ;:' . . .... . 

udtietafr/PrOPOtaU"fOT'ruca.z ye,;;jf. 15'96:: ". :': the,:Te:rpOrUtbUug of Ur.e Statu.'and. for pro,.: ma IP/!Cial bipal1isand;omnrU:fon . .s/iould be 


';(b}'PBOCE!'!!BE m:'flfE'fiOUSB OF.REiiBES£N'rA- flTl'lmlI that '1u;Iuldbe u~ Stiae respoiuibUttu, .', utablislultt:fmmed.ia:telll: to mtJke.. recommenda~ .•. 
t;lVBS,;..,....;-.,; ...:.t.:.;.~'!'. ;.,;..:<".-.:-::' ·'c·,'·'·'·; ;.. "-;;,.,,,. :.,-:" .., ·thaH.:' ..... , _.' . .'., ..... ' .• " .... , .... ...... tton.t 011.". tile· mo.n awroprlate response··to the 
" (l)·~ST)lEN1S;;....{Jflon.:~/fCatlG:n·'bll·.t.h6 . (A) Federal{undJng of thue pro~s~ fIwrt-term,ol!le7lC1/.;rtsiII{lldng medfClire:. . 
Cl/,ajrman',o/ ~'COl1l7ldttee on-.the Budget 0/ the.. .lie. pr.oWled In a manner: that ..retDa.rds .work; -.(2). the., .com:rnI3rion.'::.slwrild '. report.!u . rec
Hou:eunder:.,8'tUIsectlon (a),;t,he.ch41rinan·.,shallpromotU fcWufes; and prot1fdli.:r a lwptnlllUlrid ommend.atton::under.fXU'CI{1Tt1.ph (1) at·the:earli
iubmtt a·Tflf'ort.to· the Hause that,Tevlsl!$thea'P-" durlng tfmB:I ofcri.si.s; ". .: ,'. .' <,... at pomble aate, In order that.the cmrimitteesof 
:)lTOPTfate budgetalllalloClltto~;:aggr¢Jiatui'and .' .• (B)J1t.e,program:shoUl4 be,:retumed. In:tliiJ· ~n,ma;rgive due.'c01l$ld.eTa;tlcn to tho.se 
.totalstobe const:tent lDith:·the i'll$.truo~q~net form.·.of .block, grana .that~ ~01lide:..maiimum ..rec:ommendatton:. In ·/a.shtonfng.:. thefT.' response 
lort.h:in!ectlon lOS(a)(Z)(B)(rlf)(11);: :"'>:;:' " ., ·.C -' /le:rtbilftu to .the state: and ·localilfU. to en.nmi· . pumtant to .sectIOn, lOS of t.hU Tesolut1on;'and . 
: '(2)EFFEC'J' OF '!lE'l.tSED A~'l'10N~:,"GGBE' )he. 7iW:tmum benefit at .the lea.st cost to.' tile ..(3) the COl7lllli.s3iolLlhould mulTI•.: evaluate•. 

·OA1'ES.. ANDrG'l'"u.s • ..,.In the !l~eof:8.nn-~t-AnUirtcCn tG.:rpalleT: . . .... ..' .. ' ..... . ::.' cm.d maka,recommend.atfoilS,~·:tUtain the long
Fati'l1e.<t.Te'!!f$ed. (l~ocatiom. allgreg~te:: a~ ,to· .. (c;r,Federal funds should not $lI.pplan~Q:iit.' term vfabUjtilo{:tIte~.'1I!tem Ilnd.sIwUld 
!~·,nu;,.mitte4,.:uncter·paragrS'flh. (1) ..s~ .. be Ing' ezpendf.turu .. lill.other sourr;e.<t. both.public report those ·r~~m~~ CClngre.ss bll' 
~:as~,~lo:atlc1}!: aggreg4~i,a.¥. .to- .and private: and'.. . ....,'. . ,.,~:.,Felrrua.ril~.l996~~:.:,'~~r;,,>.\:,. -. " c": :.' • 
ta;r.;;onta(~tn tJI4s:resolutlon/oTiijl PUT]lOI!U '. (D) the Federal Interest In t.heprogram should8lU:.II(J&\.SENSBOF. TIl1iSRNATB REG.ARDING. 
urider the c;ongressi,onal Budget Actof.;J974.,~.~ ~: be'Protected .fDit.h 4dequate. lafegua.rds •. '$ucJi.. as .', . ':<;,; ~".::t-PlUJ'r1lC'l'I01! .:; ..,; .OF . CBIUJREN'S.. 

: '(3)§'l'AT~EN! IIEG~I!'G P0f!iT0F OR.DER.."';' 4udltlngor riU'd.ntenance of effort' .proTJimjrli..·· .....!,,::::,:~..,.y",:::.:..'. . :.,.' ., .' 
/ft.he eh41~", ~!t.IIe'l!~:qo,~e!.on:.<the .~nd:qiat',FederalgOals .and prini:ifl{u.maTl';.be~" .:::It .1I;t1ie;~:ofthe.'B~·t.ho.t. tn~ng .. 
,Bud(let dou not, CeTtiTii. 1l·.'Oi%lanced .biulgetb,,, (l1111I'opnate;. ' ..~ ... ' .... ' ." . ,.,i "'';' -li • ....,}hs·aggregl1#S-r.1.'i.l4le.VeU..·i~ ·t.hUresol;ttl~;,the ..' 
~200Z...~.the.'.,:~~id~Q1'i:.~m.:Fr{:~i!!JI~Aia.· ;'.(3J.c¢igrc·VUitild·UMuM FediiraJ..Iuiii:ttJiif:.commi~jjf~'f1I!bSSeft4te.;;...:':';'":·"·:i:;;:
!t/I.U ruoiutlon'llIOUld.:1Je ,lUbject·tq ..' t '0[. 'tQ"'detefnii.t1i.Ose' that CoUld :;,e' '. ..' .... '; ··.""al·,houl4:;gf.f}8c:ca.reful:. C01lSi4eratf.im:lto"the· . 

~~:~:~~'~~~~~~!!'\ .. ", >..ri.;;fo('~~;!~:~·:!=~SSl:(=~~~~~W~~;:~~;2~tl~ ..... 
.SBC. !l11. RZB1JClSBoF.R~ii~'11DS.'.'· .... i:n"Wo;Uza.tIOn·of.tMieJu~:::;· ':".•. '" '.' ..~.thoul4~rag~~ to placeaFfarlty . 
r~,·T1ie'c.o~~.·.aao.-jit3:the~'pr~;:iif\J..':i!".:. (~.'Pr~,o{,la.ti(th4t.pro.hJbit.:OT-"·'acfc~:;.'!"~~!l!!'~~:~.. .... W/1l'lUin47id:

'.' '.: .... ;." .. " . ; .' .:" .' :".. ;:.,.",,- . out'!.. t}urprlvale.·sect.or.from-co.mpet£ng fO'lthe' .....-nm.·w.......:~.niediCtzid:reform legWatton 


:~~;~:i~:i~~=~5:·.·~~~·:~~~~~:;~:!·.~W~=:~~:;~~;··;: " 
a.t=()~:,~ r:!I;f.u;~~~h.:1[~~~1Jr0f..,f11at . ~11!'C1/~~Jicit.C~tro.lAi;t. of.19853houtdbe.:.'!!f:~~'\~~:-OF: .. . . .. p. .,to.. wh,ich ;~heiI.,~'.;.appr1f."cm.d . .I'epealed. 1'1. modlrli1d to peimit OIe,sale of tJSset$... . . -, ••.•;,. ..•"'... ""'''''.' , ........ , .. ' ,.
·ncIt·rulei.·swr:su~ot1i.eT·f'Ule.s'·onl.i,JO·. liIhena...............d tQ''':'''vatittongoabl' ", " ···.··1'''· .. Sen4te th4t'thi{;.ngre-.
~,~tt.1t4t tJ!,eg.4I;e·~~,t1Iifi~i1i;.:' .·(C) >;';;;;;'':'·~?~imcJI ..,a.Jid ~t'~:~!ma:' :... . .·~:;t8Vei3.,··tiiCl'l,Uied';'f~~1I 
4~;.·~M';~~T~Ogn~~~~}.~~~~i~~:··~~~~~~0J)'~·nd~evai~·.l;r~~U:~~~:;~>{i~~~>.·
nghtof¢t/r8rHotUe tocOOnge'tJioSe r';~($O '.' . (D).the "Common Rule~.·. modf~ by E.:ecu::ei'ar.~t~:8~:'~lf.fh,.fmp~t;·· 
(4r lZI. the1/. .relate tp that 'HOtUe)at~nll ,etnte;.In tive~ .12803. sllDuldbe JncdJJi,ed. to delete" aM"I7Ialn~~ ((Unlform~~~~g $JIrremaM . 
the acme manner. and to the =meate7!t a.v In grant repa!l1lle1ltpro1lisfom iDiiJch restrict local', 1'f'(JtIfde liillmcf4l3ta~" in ~ iuith 
the case of any other rule of that House. " . .gov~t3 and PTeverit. prlV4te lIectOr invest.: ~aa:epted acatUntlng prlncl.ple.<t· Uncter.!tandaTdI! 
I'T.l7.B m~ENSB OF THE CONGREss., menu. In J:ederal-<lid facililfU: .. . . '.' . . aiUf tntel"pretatlcn! recommended bll' the Federal. 

HOUSE OF .REPRESENTATIVES, : AND. (4) Congress. In 'fulfilltng it3 Te:rpon.sibilittt to Accountln(1 St4.nd4rdsAd~oT'1/ Boar:1;·. ". . 

. SENATE. '. . :" '.'.". '.. '. future generatiom. /llwuld- .' '.' . . .' (2) Congrf!38 ,Iiould TevUe the Internal Reve
;m 301.SENSBOF· f'IlB CONGREss ONl'llB . (A)~t a plan that bdla7lCe$the blulgetby nue Code to·ensure that 'Derti1Dealthyjnditlid~ 

. .EUMINATlON 'OF FR.4.Ul).WA..sTE.: ZOOZ:~deve1Op.a regimen for flaying off the· ualsare 'not able to reduce or a'Doid United· 

AND ABUSB IN TllBMEDICAi,'.esys- Federal debt; .and. . . .' . .' '.' .Sta~ in.co1lle•. e3tate.or gift ta:&,liability bll re
. '. . '. mK . . .... '. , . . . . (B) once the budget is in balan.ce. wethe.3!i.r. lfnquishfng t.hefrU.s. ·.cftlzeruhip and. th4t.any . 

It t: the sen.se. 'of the .Congress toot.' in order PlU3113 to implement that regimen;. .". $Il1ling.s ruultlng/Tom· this' revision. shoUld be 


o :meet the aggregate levea in ·thf3 blulgE;t re.so-· .(5)1n corutderlng child nutrition progr~ u.sed to red.uce the deFICit; . ." .' . .'. '. . 

l.ltion- . . .... .' '. : . ,'..' .. ... (A)'.reductlOm in nutrition program·spen.d!ng (3). in furt1uJru.n.ce olthe goal3 of the·Di!ca.de· 

'; (1): the cOmmltt£esoi jurl.sdlctlon .sho~;~d give' . should be' achieved fDithout· compromising the .of the BTairi;·fulfjir:ndli'l!1.shOuld be pr01lided fOT,' 

tfgh prlortty. to.propo.sa4that !dentif1i. elimi-. nutritional !Dell-being afprogram recfplenu; . . research On. bratn df!ea.seiI,and disorders:. . ... 

i4te,4nd rec01ler{undl! upended from themed. (B) school lun.che! shouldcontlnue to meet· . . JI) the es:senttal airsert:l1ce program IIhould reo . 

~Te tnut funds due to fraud. 4ndabwe In the 'minimalnutrition rEtlu/rement3 and should not cetve s.ufftdent .fundlngtocontinueto provide 

!fldicare program in order to a4dress trn!long- . ha'De to compete urith alternative foodl! of mini· • aii.sennce to ~U rural·communitie.<t; .' , 

~ .solveney of medicare; and .... ' .. ' mal nutrltlonal.value during lun.ch·houT.s: 4nd '. . (5) j'Und$. will be ..madeav4Ua.ble to reimburse 

1(2) any j'Unds recovered from enhancea! a~tl.· '. (C) the content of the Women• .Infant3. and State3 for the com of implementing the National. 

(cud and abU3e' effort3 slwuld be wed to .en- . Chfldren (WIC)food 1J(1.Ckage should continue to Voter'Regf3tra.tlonAct of 1993; and. . 

~n.ce the sohieneu of medic4Te.. . 'be based on scientiFIC evidence; and '.: ,(6) a .temPOT4rY nonpartimn co7Tlllli83ion 

Ire.':'01. SENSE OF CONGRESS REGARDzN,rJ PM. . . (6) science .. and technology development are should be establl3hed to make recommen.datlo'll$ 


. . .VATlZATlONOF 'I'1lB STUDENT LOAN critlcal, to ··=tainable . .long·term .economic concerning the appropriateness and. acci.tracy or 

, '. . MARKETING ASSOCIATION (SAI.L1E growth and pI10rity should be given to Federal ··the methodolog,. and ciUculation.s·· tha~. deter
.. ' .'. WE).·. ,:. '.', funding !oTscience and .basic and·applled re- . mine theC07l$U1lleT Price Inr:le%·(CPl) and those 


is thesen.se of tliat the Student Loan Mar- search." ',' .' recommendo.tion3 should be.mbmltted to. the Bu
, ng. "u.socfationshould be. Te3tructuledasa SEC.:ms. SENSE OF TllBSF::NATE THAT'TAX RE; Teau of Labor Statl3tfc.s at the ellrlfestpossible 

,vate corporation. '.' ........ . DUC'l'IONS SHOULD BENEFIT WORK- :aate.. . 


. 
:Q3, SENSEi OF THB CONGMss.REGAlWlNG .... lNG.FAMlLJ:ES.. .' ..' '" . . .. ' .SBC.'szo. HOUSB STATEMENr ONAGRlCUL'1TlRi: 


. THE DEBTUMI7'.. ..... '. . It is the.sen.se of the Senate that this concur- . SA.VlNGS. . 

t is the senseoJthe Congre.ss that- " . rent re.solution.on· the budgeta.sm71ies any re·, . The HOU$e of /te:t1re.sentatlve3sh411 re·examine . 

1) t.he reconclllatlon legislation under section ductlons in tares should be structured tobene/it bUdget reductloM for agrtcultur4f pTogrMlSin' 

,;0/ this budget re3olu.tion should be .enacted working families' by providing family tlli relie! the .United States Department of Agriculture foT. . 


to pa.ssage of legislation th4t will ertend . and incentives to stimulate mVings • .investment • . . /iscal years 1999 and 2000,unle.ss the following , 

pUbltc debt limit: and job creation. and economic growth. conditions are met: 


http:2000,unle.ss
http:re.solution.on
http:Congre.ss
http:the.sen.se
http:thesen.se
http:the�Di!ca.de
http:furt1uJru.n.ce
http:balan.ce
http:e3tate.or
http:etnte;.In
http:prini:ifl{u.maTl';.be
http:CClngre.ss
http:form.�.of
http:a�Tflf'ort.to
http:ommend.atton::under.fXU'CI{1Tt1.ph
http:rmTuctured.tD
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SSO: Social Secmity .

...~.~ :"='.-,-:-~,.:.....-'-:-...-......;.--.:;.;.....----..,..-,-,--'--,.......----'-
. OII./)odie!·..._....,....,.....,_...,....,...;.....;.--'_.....;_.•____•____.___-'_•...,...._•.-.--: 

P:rrE DOMENIC!. ~':,:.' .!{~;~~~~• 
. CHuCK GR.ASSLEY, 

DoN NICKLES ' .. 
. Tn.ENT um,' . 
. RANK BROWN,', . 
SLADE GoR1'ON, 
JUDD GREGG. 

Ma1Ul!1eT: ont.iiePartof 

JOINT EXPLANATOR.Y 
. THE COMMl'ITEE OF 1"''''''''''''''''''' 

:·oraA ... _IMe,....'. U··,· .,.4.0: :.·.'·~.O . IJ ','. : 

.5..' 

"'" "'.-7,0 ... 6.1 ·-U. .-;H',.-
". SAor··.. • 'Z.F '0.5 . .U· . '43.7 ,. .... 

"l9.3' 38.1:' 37.5 ;.'·:·36,S'· '·35.$'" 3U:, 
SA;·,.· 1.2. ". 6.7',,·6.7 ,,:.,:;;'6.7,,; . 6,7' ;'.:·.. H.·.,:,..,.;:." 

. or· 11.5 •. ' U. 7.1"'::' . 6).. . 6.5. • ... 
"'. BAor ..':.'~,7 .,:. '5.1' . '$,0 .'. «,9 .5.9 ;.:--- 4S,Q':

- '" '~.3' 40.4 .U· «.7 .S.2.... ,.~, «.2 
SAUl6 ·'121.3 . 127.1' 13U . 136.1 . UU ".'.6.3' 

. or . 1IS1I 122.1 121.! 132.2· ·IJa7., ··I4U·. 1~.2 
, . SA'. 162.6 179.! 188.1 '. 196.5. 209.0: . 213.9 .'. 224.0 
• aT 1611 '176.8 181.1 ·'~.9 2I1V' "212.0'" ·m.o:.· ~'.' 
:':-:6.1: ·.219:9 . 222.1 ..23111 ' ::e·. 218.~· 2SS.4. ". 165.9 ". Zfil.6""~ 

,or 222.2 225.0 23S.1 . 243.92~J.· "'267.6, ".:.269.0:' .. 
,;. 

SA 
OT 
SA 

.OT . 

i!A 

611
.,.1 

2:lO.!
115.3 . 

:uo" 

5.9 
. a.5 
'::'H 

. ,::'5.1 

. !54J 

3.1 . U 
10.! .. ILJ 

366.0 3$5.5 : 

. 9,6 10.5...·, .I\,!' ': e. 
. 12.1 12.9:" 13.5. ':.. 
~.3'· . m,4 "«3.9 

)62.5' 3$U 400.5 m.ll. «0.2 

jl(O ,}94J.· m.9 .'. All.9 . 
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-," ." '. ~".~ ~.~ ~. ~ ~·~v~700. ,VttmIl$8wtils :-:-:-~_;",,_-:-,,",-,.;...;--:~_~____.-;...,;.-_.....;.___ 8.1 31.1 31.6, ',' lU, J8j, ,3U, 39.1 39,1,' 40.1 
~ ,31.4 3$1 '3&.1 'J8j 39.0 40.6 112. '1.6i~Ai~I~I~ III * __~_~,.;..;.~',"..,;'-'-_--"---.;.__;;.,...,,.._---- 8.1 . IlS 11J ·16.9 .. ' IU IU IU '11.0'" 15.9 
~ .; 11.1' 17J 11.1. ,16.9, 16). 16.5 .' 162 ,.16.1

~~:~~:'~:'~-'~'-':~"~--"'-'-',O~--"~,',-'----------.~~~--------_________ 8.1 1.260.9,' 1.231.3 1.324.2" I.3SU'I,l91J I.42Ui.(I61 : :.1,459.8 
,,~ 12W,. I,2SIU '1.315.9 .1.321.6 ,1,366.1' 1.4002 1,419.51.437.3, 

:,}II~.;..;.>-.;..,...".~~-=--~-:--,..;"..--....:..-...;...-~...;...--...,..- , 8.1" 292.6 30U ,321.1,' 329.5 .. 343.9 353.5 :' '3612 ,l8U", 
..... 	 ~: 28G.I 29SA 310.1l m.l, ,·-:3372 348.1' 36U ' In.4 ' .. ,;~~" .: '; 	 .~ . 

• :::-.,.,.:,,;:TaIII ' 	 ,8.1 I,SSlJ' 1,593.6 . 1,64S.3' 1.686.0'. .I)lU, .1.17409·: l.aol4 1,841.1 
,.: .. ' , .... c' ' ~ 	 .1.529.9, I,S81J t6ZS..9, 1.550.9 1.1W 1.149.0 IJW l.814,1

RMIuIes: ' " , 
Ott-Oudtet .~' 	 . '997J lJl51.5 ,". Lo5l.5· 'lm.& ,:1;13&1'" J.!!!J ';·' 1.2412 " t316.6 

.' i""Off~ , 357.4 'Z1U ·39U1· 411.4' 43S.9 -..o ~1S2. '.' , 498.6 

~ r ... .;;.:.,;;:,.;;;.;...:....;;:..,,...;...,...;...''-.:-:....,.;..;,....__"'-'-.....;.__...;...,.__~..o..:.......;.___' "_ 1.l32l1;4505· '.1,569.5 ,l.1~4 1.8152.. .:.,'...:.:;;.,. 	 1.lS5J 1.511.0 • I,84U 

, Oa-Jiudiec . _ -245.9" -l'.3O.9 ' -257.4 ,-mG ,"':m.i! -211.0 .,' -112.3 ,-120.1; 
':Off-lludcel'" _ 11J·' 15.3, 81.9· ':88.1' 9l.7 .,IIIU, . .1tr.1".:I%U 

''';1141 -I5U -1755"";1393. -13U-107J -W" 05~~;G-.-t_;;::;::::~::::::;::;:==:='==:::::=======:::;:;: -sA . ·13.3; 'lUi "II\I.6.'. 'II~;, 11.1:'·, 12.1'-' ~ 1l.3'· \1.3' 
or :\14, ",,12.4 J ... ~ 115 .:' '12.0 .11.1: Ito,

~iretlaUml:' 
~ceI--~~______~___~____~~__~~~"~~--__ ',8.1 2693 ,'295J 30U ,lOaJ'3311~11' 119.9· ,'320.6: ·321.1 

~, 269.9 Z95J -' ,30U ,308J . • 319.9 llOJ' 321.1 
~ceI,____--:--:-_______,.._--------_---'-- 8.1, ' '-34.5' "-395 .-'4.5, .. 49.7 : '. -.55.1 . '-60.9 ',-6U .-74.0 

, ,~, ,':"34.5 ''''19.5,. '_44,5 : ";4g;.·,:-55J -.o.t' "'-672 - -74.0' 

, ,rGttl,,-::-_-::~____:-,:-_~._,..--,-__-:-:--_..,...._____ 	 8.1' '235.4 , .. 25U, 2SU ' ' 259Jl,'",:259.5 ' . ,2583" 2514· .'149.4 

~-~_'___-:--'-"""'---:--,-_.-:-______________-:-_ g :Z3SJ . ~l :~t1.~1~ ..~~ '~ ,,~~t: ;~~:: 
, ' , • 	 ~ __ . -1.9 .. ':-.2.3 ':-U ''',,..U,, ",..2.8,' ";2.9 ,: ' -2.9' J 
~U~OftieHinIRa~ts: " .' 	 , 
~.: OHIIdCII' __-,-..;'_._'--:,.,-_-'-;-~____,_--;..,..-'--'--_..,----...:--- '8.1 '-39..8 ' -34.4' -:iu. ,-37.6 '-3U' :::38.1-:. -l1J ·'·;;'39.0~:;"-

, • ~ .. -39J' '-3U .. '.-342, '-31J ,-36.4 ;',-J8.I' ~313' ·-39.0 
Off~-,'~-'--~...,----:-...;...-..:.''',;.;.';.....,.._:_...:..:-_:_,..,.. 8.1 -u . :-1.1 -1.Ii"'_ '-ll·; '-8.7,: -9.5. ,:;'IU'..----:-''":"':-------- '''::_0.4':' 
. ". ":::,c., or' . -0.4: ,,--6.8., -7.\ -1.Ii' '-8.1 'j' :~V,' ..: '-9.5,· .... 10.3'·,' 

" •.• ,;Tai '''- " :''''''., ',~' '. """",8.1'. '-46.2 '41J' 41J "45.2 "'44.5'-46.9',::':"47.9' ',,..,9.3 " 
; ',; ".', :,:""-,--- ,"7.,;""' ..... .~., -"2 ':,1.2:'.:,1.3" ,',:45.2 ~c,':.u.5.. ..... .. "",:-,--,.,.,:..."'- ,.."~"",;,.-_,;":",:":",:~--""",-::-:",,,,...,C;-,'-:-"';"-:,"";"".----..-.;..- -"W; ,'.: '''',1.4. ,',-49.3 

.', 

S£1fAl[ AMENDMENT~' ' 
:,,", .' .[I)aIlm ia lii1liob) 

. TIIW,..--..,..-_.,.-____...;....:.,.._-:~-'-___'___'____--'-'_____'_, .." 8.lar 8.9" ,6'&, 8;3'':U3.D 1.5 0.5' "a..z 

'-13.5, "-7.0 -6.2 -u.. -5.2' ':"3.9 '-3.3..,3.4'


OG: T~~' 8.1 , 42.5 . 36.5;, 38J. '39:4 ' .. 40l :411 , U.O '0.8 
. ~ lU· 38.3 '32.8 31.8 31J .lsl.! 31.1 . 3 1..51 ,

54, ComIIiuiutr and Rqional OewIopment 	 8.1. . 9l ' . 5J 5.5 ,,5.3' 5.3 .. 46 . 4 
. 	 or lUi, ... 9.8 1.3 . 5.5' ,,'5.2 52 ii', " - 5.1 

110: tduutioft. rniniliLEmploJmeltt a04 Socia1 Serrices ' 8.1 S8.3 ' . 49,0 ' 4U 4'" 4U 494 41.9 49 I 

IO:lIeJiuI> .:l Ifs:~ lru' l~J:~ 'IM I~ 'I~t l:tll~f 
. or '. 115J ,,121.D 127.' . , 1332 131.9 , 1413- . 146.0. \l5OJ, 

~~~ 8.1~~ ~ ~ .~~ ~:~, 
~ .. 16\.1 169.5 178.9· . 191.4 ZOU' 219.5' '236.9 . . 256.7' ' 

1O:~Secwi!r 8.1 219.9' 2%6.3 253.1 2$l.0. ,256.0 In.6., 211.5 291.9. .' 
iO: SociII ~ritt. ~ 2%2.2 2%5.9 235.6' 246.1. 251.9.272,5 :277.4. 2911 r ~.; . 
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U U 5.7 5.3 5.1 5:1 5.1 .5;l . .. 

,'.1.l'.' 1.1 ~ 111 5J 5J 5J 6.1' ,6.1 . 
:1 

, , . :FuNCTION Aim ~8 '.' ...~.' :wiWn the DePartment· of· nefense. .A1'tar ... ' The .8eDa~ .an2e~dnlent 'lnCludes'seven~ 

CSees. 2 and 3 of the HouSe resolution; Secs, .1996;, the HOWlEt'TesOlution, assumes that na.- yea.r f1i:ewalla between. deCense 'and non-de-· 

'. 101an(p04 oC the .SeDat~nunendil.lent. and tion8.l.defense budg8t.$utliority would gTOwfensed.lScretioll8r7 spen(l1ng, ('.'- ':.~I·'.'· 

. ,Sec.s.·l0l' and 104 of the col1!erence :airee- .at about one. pero.ent in 1997. threepe~etit In' , The.,' SeDate.· aiiieiidnient' "'s8SumU', .no 

!pent) . . .' .. , ,_ 1998' one Pereent'in 1999,. two perCent 1112000, , cb,angesto maJidato17 SpelXd1l:IS' iil: Fun0tion 


'. . FUNCTION rt.O: NATIONAL DEFENIiIB and then stay Il.tthatlev~l through 2002; •. 050,' .:. ' " "",,' ......,'. 

The House budget re80l1ition' Pro'71des's2.0-' TheHo~e resolutt(Ul adds $69.'1 billion to, cOnte;.~·,jg,.~t· . 


trillion, In budget authority and: SI.9 tr1ll1on' the,.Ad.m1n1stration'a, requested· budget au-' ..' ..' . '. '. :. ...._.•,,' .. 

In outlays over seven years:: .Thil Senate thority over _~ve ye8f.8 and $92.4 billion over The.'col1!erence qTeement ................O,.bUllon 

am.endment· -vides Sl.9 tr1illon fa buA';'et·· :sev.en ye!U'l!•. ',_: '. '. . '. '. . ..' In budget a.uthority andS2:0 blllioIl 1n. out".v "6, lays to the Adn:i1n1.strat1on's request for 1996.' .' 
authority' and SI.8' tr1llion .In outlays over .... The H0\'1ll8,re80lutlon a.ssumes,a lo.,ereerit MOllt of the llIcreaae Is.assumed to be:Cor the" 

seven yeais. The. cOl1!erencea.green'lentpro-'··: reduction In ~e .clv111an.workforce oC the procurement of weapons and for-research and 

videa S1.9 tr11l1on in budget' &llthorityand . Department or Defense beyond reductlO;18 a.1- .development· activ1ties oC'the'Department ot 

Sl,9 trillion in outlaY8over seven'yei1.l'8. ' . . ready pl.a.llned..' . -.... . . ' ..... DeCense: .A1'tar: 19l18.the. col1!erence qTee-. "to. 


'. Howe reSolution '.. " "", .,,' ,'.. ,'. .The:Holisemolution:'aBsumesno cna:nges ment would have national det'ensa:budget.au
, The' House resolution addS" $9:8 billion IIi .to mandatory sp:ei::ullng 111·.Functlon 050;' .thOritygTOw at a. -nl.te.dt one, perCent e!Jcl1 
budget authority and $01.0 billion hi outla.y:s :S~a:t.e-amendme7it· -':year thrOugh the Yea.r,2002. Olitlay ca.lcula
.to, the Administration's request for 1996; The. .t10ns are b8aed upon budget authority' hi·: '" 
House resolutIon a.ssumea that mOfit ot the"The Seriate' ameri~ent assumes the Presl- creases to the Administration's' budget re-.:- ~ 

. : increase Is for, Proeurement andl1:eeearch. dent's.' budget· submleeion for national de';' 'quest. For the. pertod 1997 through 2001·,. budg- ., 
. Development. Test and EValua.tion activities" fenae_' . . . at authority 1ncrea.sesare assumed, to. be 

http:nl.te.dt
http:det'ensa:budget.au
http:airee-.at
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Conference agreement Justice for collection on a timely basis, Tbe 


The cOliference, agreem,ent assumes that conferees Mher recommend that' appro

the Senate recedes to the House with,the fol- prlate con:unlttees of jUrIsdiction look iDto 

lo)ylngeltceptlons: the House recedes to the 'Implementing aprogra.m that, follows' the 

Senate with' respect to a compromise on General, Accountlng'Ofnce'srecommende.

streamlining, General Operating Expenses tlon to: expand thEi Department oC Justice 


'and with respect to repeal oC parking garage pllot progra.ni to all Cedera.lJudlclaldistrlcts 

revplving fund. "and to allow the Attorney General to con

" ,81'R.J,"~TI,'ON OF ,JUSTICE",',FUN,'CTI,,Oli, 150: ADMINI,' tract with prtvate counsel hrms on an as
, needed basis to collectdellnquentrdebt.,


The ,House budget ,resolution provides S1l6 FUNc:rtON'SOIi: GENERAL GO~ 


bUl!onln budget authorlt:r. and S117.3 bUll on, The' Ho"u'se'budge't resolu"~"on.'provides -.1
In outlaya over seven yem. 'The Senate, w ...... 


, amendment prov:1des SI50.'!, billion In budget bllllon In budget authority and S82..3 hUllon 

authorlty,'and S151.4b!lllc.n In outlays over.', In outlays over ,Beven 'years. The Sen8.te 

seven yeare. The: conCeren,ce' agreement' p~ amendment Pl':?videS$84.5' bllllon ,iII' budget 

videa S143.2 bUllon In budget authority and' authority and $84.9' bllllon In outlays over 

SlS9.6b!lllon in ,outlays ovnr seven:yeil.r1!, ,',:" 'seven yeare. The ooilference ligreement ~ 

H()U3e resolutfon'" '" " • ' , ',vides sau billion In budget authority and' 


, ' , ' " '$84.5 bUllon in outlays over seveny.ea.re. , 

in~~'~~~:n~=~o~~~~ri~:u=d~ House r~()/utf.on, ",' , '.~" ' 
saving $5.0 bUlion in outla,ya,over llve yeare For diso.ret1o~ary spending. the House res

, ,. and $'1.8 b111ion over seven yeare; Total Trust' ,olutlon assumes a. seven-ye~moratorlum.on " 

Fund outlays would be $2.1b11110n In 1996' S18' ,oonstructlon and 'acqwaltlon oC new Federal 

bl1110n over Ove years •.and $2a' bUllon Over ,', buildlngs, ,ThIs proposal saves,S2,5 bUllon 

seven yeare:,The House alilO agreed to phase' o,ver seven ,years. The,Honse resolution also 

out funding Cor, the Legal. Services ,Corp()ra- assumes el1m1natlon:oC certain General Serv
tioll over three yeare. Thls prov1.aionwould' Ices Administration. (GSA) and Legulative 

" produce 'savings ors1.6,bUL\oi:l'over,C1ve yeare Branch a.otlvities.)ncluding:, the Office of 
, andS2:4 billion over seven ireare.", " , " ,'" ',' Technology ' Assessment (OTA)., the Adv1sol'Y 

In', a.dditlon, the ,Hoilae proposed ,to, block; Commission on IntergQvernmental Relations , 

grant ,:funding .for, ,JUStiCE! Assistance, Pro- CAcm), and the Fed~ral, 8uPllly, Service. In' 

.gI'8.lll8,,' addition, ,the Honse: resolution"assumesre
, ' "..' , duoed funding·for the EXecutive Otnce of the 
Senate amendment --Pi:es1dent andthlj Generli.l.AccoUnt1.ng OMce bUllon In 
~ The Seuate'~endment uss'funes full fund- (GAO). " ',,:a.te, BlIlendm,eill~,~~~ndl~iI 

.' .. 1ii8'.,·"'o(:.the .:··Yl01e~~.·.Cr1me· Reductt9n ..Trust-.",. ·Senate" .. 

"throughthe year,2OO2;Totll~Vrrnst Fundout--,'" , , 

'F"luld and·'a.Saumes contlnMtlon', cif the fund
WOuld"b&$2,S:'billlon:.1n:1996;:and S35.5:~' 


over 8e~ell':yeil.rs.,.i:::';:' 
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http:Generli.l.AccoUnt1.ng
http:seven-ye~moratorlum.on
http:r~()/utf.on
http:seveny.ea.re
http:seven:yeil.r1
http:progra.ni
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conference agreement pro'rides -$313.7 bll- agreement' 18 ,smaller than the ,Senate' level over the 'Mod l~ . -' ' .' .'l~on)n,budget authorj.ty ,and outlays over.amendl'h(mt's InstructIon The conferees note" Mod 1996-2002 peThe Flnan~ocr: over" the ,I>&;- . 

" seven ~eare. " that th I " . , ~'orrun1ttee 1aJi, '," " "" . e. ent re.UlL8l)ec1ned energyasset.sav- givennq ~venu~.x:eoqn01Hl!o~onlna~cti . , ' 
·OU$i1TIlSO ution. ' . ' _. ingscould be ach1eved:by the sale of P?iA as-.The Senate </UllendinentlncQrporiltea.o~ 

',/l'he.la.rges~poUo~, 1rnpil,6.~ tnthi8 fUnctIon ; sets."~A.lternatively•.these' .ss.vi!lglj could ,be rev,e.~l:te .l.1?~8'~~ted w:ttli::t:tie Pnor'eii~' 
,~ is expeoted, to,'. <lOme: tr6r.n"' e~ten<1fug"arid ~ achievedthrongh 1'1. .ooznbination of the 'sale aotmen~ Of>ILlti.·, 831!..•. th,~ -Employed 

broa:deJ?lng . ,-the . Federal' ,CommWl1ca.tiona', 9f. Weeks laland oU. hydropower leas1ng. and Health .~~ ..-b1U~: ',l'he te,:a.roend~ 
:CommlSSion's.{FCC): allthority ~,tO.·aucticiiievep.- a'narro.o:ver proposal for the sale of PMA' ment.a.ls6. ,!iipo~.ra.tes}!ll'laJl .re.v:eiiue J,n~ 
,speotrum. The reBoluti6n;li.IiaUm6s iidditioilill ." assets. thanll.!lS1llD:ed in .the "Senat;&,reported' creases.a.BS()()ia~.~th asstplliltfons):eg1i.rd~ 

. receipts :f'rcitrl..th1 .'e,lltllOMty';OC"SIS':blli1on budgetresolu~oD., '•.. 1', :' ...', . , .•;, " . '., ing" re,o~.J)t the ~l!'dll!.coIl1e:.';ra.l:Ci:edit's over seven,yeare.::' ':', ;.:, .i,~,~!::';:,-:; ,~: i '. Ult1mately, thecommlttees ofjurisd1ct1on ('ElT(?~,(ro:fllrhly:; Il!>'per:cent;:of~ the ,bUdgeter:": 
·Th.~ ~Op$~IIl~C?anti91P1!-tespr!;>ceeds ofSU must-.~term1ne how to meet their reconcill- feot.ol~tpe.El'I,'(tref9tE,Jll"OPO~)!I..~1iown in .

blll1 E.1).;?xp ~(I!m~g :t:tie A!aslta Power ation ·1natruotiona. If the comm1ttees of jll-, funotlon ~):.I>~t:roor. cpns1de~t1on.; the
0Marke~ng:;~.a~P1at.rat1on' to 'AlaskA. :a:nd Msd1ction ~ pursue l?Mksales! as a means. of ' 8ena~. ~iid t<.i\h,e', ~n!lw!l-, ~endri:l.e;it .. 

, converting.the)30utheastern. Southwestern; aoh1eving ,the saving's, 8.88umed:in the:con.lVhic~il1SBUllle,S,lld'-!~~year.re:v.e~ul!],nateajle
and Western 'pOwetagen!l1esinto pi1vate, <lOr'- . ference!liI'8ement.;·the'COnfereesOOlleve .the o! ~~r~11U.on'1I.O!l :~8!ly~n"ye~; T~enife·J,D- .. 

.. l><>ra~9ns~~"." ;';.':':u:; ,):,:.; :.;::, .. , ~e'Bhould.be.structured';to ',ensure, that, crelU!a9t $9.,t~j.ll1l?n,frc)mrAA~~~oo.rpOf1!.te, 
. .'. ~illAllll'.,:theresQl~t10n.8.Sl,l'\ll'neil~e'2:~:Pilr:- . mtepayers ;:are. protectediCroril 'unreasonable ..: ,t:ax'·~b!!f41q.8:, ~~)!3i!IUI.~;,~endrne!lt ,con~ 
... oo.A~ 11lp.~8:8e~JJlde~:~~.!loyee,re,tti'emE!nt mte ·inure8.888,;;The ·<lOnferees..are,concerned ta1na .S!\~. o(tlte .~!,l&te:l~~Ir.Il~e :""hich 

,. . \.()oIIt;rtbut~ohll ,tb&~ ;w:ere:part:ot .lLR::--l~15 'Ii..s .' that,allegationsarebe1ng·ma:de that the sale .... ~comme.nds :tha.t',the ,expatria.tif1qoPhole:·be . 
:'.. pa:ssed.bytlie HouseearUer' 'th!8yee.r·" ,~,' ot'the" PMAs:oould" :ca.uae' exorblts:nt',in" closed '.(ta!siIig:!?:6 bill10n m revenue over . ..senate'~t,;,:, .. :--i;.':',.--.·."· .... ; 'ureases!in;the cost rot electricity to, ta.~,teIi years) andttiat"tlilfmenues be USed'for ' 

~:1.rii~" . ''','' ~ ~\:ll'" .,;,', .• ~.,,;. '<0' '--:' payera.:The conferees bellev'e'thes& facilities lteficit redilct,lon. ,,~,;-:-- ',,; l,:_:.:,:.--' . , .. 
Sena.~ ame~dment allSUIlles,broad',and can be operated more eIDc1ently and that the . 'The 'f?enate ame~dnient· assumes thIlt the 

:=~:authOrity. would be"pro'rtded to ' sale of thsse'assete can be accomplished With_ Finance Cotnni1~~ :i1:cte:~' :\lXten~ expiring' 
fees from tht:ecover- :Val~e through auction or appropriate ss.feguards that can ensure no or proV1(Jlona fK! long;s,s 'the ll~t're:venue 'reduc

e ~ctro.m; amounting ,to S29 bU- m1n1ma1 inurease 'in, C1lJ!tomers" electri it tlotIS ,are no gt'Ilater than' $3:'1" bfillon' over 
on,over:;seven yeare/',Thel Senate amend-. m~~. "".', .' : c Y five,yeare arid $3.8 bUll '0" .. '''':: .' "., ,

, men" 'n"'lu"M no .. t_ .,'''' • •• - - " on ver ....ven yeare. " 
li 

Y""" ;'assumpl .. on ..nw.ting to '_: : ,'.. '.' " ",,' ~Q;F1na.lice ~orilln1Jtee'mai decide to raise\4"." 

. ,,' payments, into the. federal civiUan -ret1i'e- ' ,,' ~.'.'. ~__: -"'''' ' some-revenlles br~i:tding 'eXP/i1 tax 
ment plans;;au effects of asset sales are di&- ,Fede~ rey~n\l~;~ !;aXes and.a.ther .901- and rei1ll06 some revenueS'by·e'xten~·ot:s.

_" played,ln.1Uhction 270.:,. ~""f : .... ,,' " " lectiona,~ip ~e,publ1c. ~t x:esult ~m the explr1nt- provisions: ~Posidble'extena1~na' ~~ 
; Conf~~ C?Teemen~:)', : ";.'" , ':7": (:~", "': go,~en; L s.o,ve~1tn,. Qr.,.,governmentar- c~nt taxes that.raise revenue include: cOr. 

~ .'l'hJl ,,~qnfet;enc,e , ~,eme:nt·' assUmes "the. :~:,:';/ ".~,l?~~1nc1~d,e, indi:vtdual { PQr8;~ ~.d~"diC8;1il?(!;t-O:~!lpe~d;' ,FtJ'I.:~ .0.2 
? ' FCC Is pro,Vided sUMcJent:,allthOritY., to' 1'9'- ' 1IiliuxUCie. ,:~ ";' !lO.me taxe.!l, ~1al perce~ poll\t"!~-l~~''On pa.s.;. , 

~ver.Vi1;1~e.',~m, ~e:8pectrtlll1 amo!llit1ng' f;q 'tOl:i:tir" d ti "~~. :,taJt::!1 ,g!!t ~es, ,Ct'1.&-. :senge~ vehiQleIJ."-t.25·:centsfgaIlon 'i:8.11iOa;d 
n~ blll10n·~vef,sevemiears:·;Iti°a:dditiO~;the'- ~(which u es ~~ts uan~na ".rece1pts:~diesel.tuer • ' gallo'n~motorbOa.t 

, a.greemen~,a.ssumese1ther ,t;.ll8.trederal, work-' 'Tede"rai:~ ",S ,"('g8.II011n~ ~'alidlth , gallon motOr
'_ era ,!9uld <lOntribu!'O:&n(M(Ut1O:nsl O.25·'per.- ;"fees (or' atci'::.t ,",~tf~~l,,!'Uell'ta.x;:lPOEble';exteniliona' 'Or ' 
_~t ,~g, ~.in·-1996.8.nd 199'1,.(inureil.&-· '''IIJ 1995 'tal:-re- - ." I • ~"'~9na-.~~ '.lose-l.'eVenutn.1n:""
~" "pe.rcent~~l99,8..l!.Dd~th~),~·" ted' ,~~., .. ~!'DUe;~le.c 0" . ,.clUae:l;~~#~~rc1al:'aVia.fi.lon 'eJemptlon 

, . Ir rettremen6':anc!'thAt' employUlg ':~:nuJgn ..o:i:ts¥Jl106..'ne I!0~ ~t ,,£rom,(tlle: tuel~~\):4eductiolU":tor ."COntribu-' 
'. mnc~e!l~;~~w~"pa.f!la#i.add1~9~~::,Pei'cent: 'li:ai5 tr1l1ion.1jy tb8 .~v:U8!l ,to~~ ·f,t10~:'to ;~va.te,':t'Qunda~o~,;~te4;jQbs·

per 'Y,ear begimi1nir 'inl J996. or some qthar 00' 't '.. Wth' .- '. ~sen__ " tax.breiUt.'1eXolusio1l1'!orcemployer-'pr'Ovtded ' 
~s.~ln'1'ederill :;emplo):iiG{PoUc1es ,tbB.t' ae::'.:k~~ent:;'jectser!:a.i~l...-,.The, ' educa.t1on·asa1s.ta.n~;·;()rpha'n: 4i'u&'.'tax credit,
wo~¢ be sUMc;ent:~ ~ci,re tliiiiie saVings.' 'to b8 n.8B5 trUiIon by' the :~~nuss -l'8liea.i'Ch1IJld~eiits.t10n.~,i::red1t.a.nd ' 
ne,buds'et&!:7{t1tr~~.,<!.(.the,eQlP~~tees"con- re&ent1.ng S9 rcent,' year,' .ra~ . ~oca~on rtJ)ea;-.,gen~:system,of pref· 

i \ tribut1!3~ appe,ar,ln the reVElnUe8 pa,r1.l,o! the level ,pe;., ,:--~~ ,.£rom ~e ~ ,erences~'.deny·,'tdeductlon~'1or","'80me, non
'budget, ,~1Ul~\.~e,:"AgeilcleS· ,cOntributiona,' Ho '" -)';~•.••;,,::';"...,::;,.:--::-,~ ,!,'~':" ,complyl,ng he8l~;~""W&1Ver);and 

.; I whicli,IU'e,,~ntra.b1idl\'~tsry ~!d,,'are pa.l4 £rom owe~~,u",,' .. :.:: .:,": " ',: ::-"" .". the nonoonventionsl tuelB'tau:ued1t., c' 

.; ! 'mOllt, lludget:fwlct1~I)I!;:a'p.P8'ii',as,S2:'l,rbfillon . ',The .. H~~:,:r.eJllnue :' projectiona :-reaect'· . :'l'he·SelULte a.r.n~ndment ,~es' that'·the 
i' 9rOtl'~tt~ng recelpts:.in'Function950' ,.': 'cmo's.December'1.994 .estlmates and eco- Federal· Reserv~~w:oUld ,be 'req\l.irOO'to t;ra.na..: 

.., i. 'rh,e,e,onferencelii&emeILt'wunieii: ;:"et nomic a.SBU.Itlpt1~nii;'~It.'1ncludes "tiui enact-' fer Z'llservesto the'l're&aury. saving $1.7.bll
, ,mandatory i&viugil'~e.i:ieird:~iiets;Bales mentot.lLR',.831 whiCh'restores the 25 per- lIOI\ In'1999 and $2.0 bllllon In 2000.• '., .,. 

, ,of $'l'I mUllon in 1996;and'S'737'm1Ulon for the cent deduo.t1onfor health lnaurance·'coste of· .'. In. the ,section. on: procedural provisions. 
·peri?d 1996 through 2002;.Tll;e House resolu~ ,selt,.employed individuals·for 1994, and would . the 8~,natel!-IDendment Includes two "reserve 
tion lI:SBumed net 'II:IJI.ndatol'Ysavings :Il'om . Increase It permanently to 30 pe~ent there- funds thli.t wollld provide forturther tax re
the sale of the: .Alas~.:So'llthf'a!l.~rn:. :il.Dd ~r. . .. . . . ">' . , .... duotions. The 1'1rst reserve !Und would pro-

L" 8outhwe.stern,' <i Western Power:marketing The House resolution 'assumes' enactment· '!ide, after ~e ofa conference .reportonan~" administration!! :'(PMAs)'. Of';'fr1' m11l1oIi: '1n .. ' of,H.R. 1215. the replacement of theonlHlol-... reconc1l1ation. a reserve fund to aocommo- . 
f.. 1996. and SlA.bUllon over. '1 yitarii..The Senate'. lar b1ll with a new dollar coin. and the el1rn1- date. dencit-neutral tax reductIon legisla,

8.88umed a narrowf;!r. proposal for.:1;he sale of ·nati~nof several'cor:porate tax subsidies. " tion. The se<JOnd.reserve !Und would. provide, 
.PMA assets, wb1qh wollldacli1eve net manda" ". H~.1215. the Tu, Fa.1I1less and Denoit Reo after enactment 'of reconcll1"tion. a reserve. 

tory.savings of m Irll11tonin 1996,<&nd SI67,duCtionActofl995.-inC1Udes proVisiona that !Und to allow QBO's unseal dividend" to be. 
,mlll1on over 7 yeare. ThilcoDferees note that' would provide tax· reliet tofam1l1es With a made available for tax reduction legislation; 
themostslgri1nCU;t d1f!.er~·:nce"for' energy $500 per child taxcred1t, reduce .the tax. pene .The, language In· the resolution. makes It 
mandatory spending OOtween·.the House reso-alty on two-earner married .couples. restore clear" that the. fiseal dividend ss.vings ,must 
lution and .the Senate.ameildment was 'the . universality to,lRAs. repeal tM.l993 tax In__•OO ~'locked-in'~ before. they'ca.nbe·dedJca.ted 

,. sale of PMA a.8Bete:,.'. " .,' urease. on social security benente.and reduce to',tau: cuts; The reserve!Und provides that in 
. . .While, the Senate a:doPUd a ,senae 'hf 'the .the cost ·of . capital and fnureaSe tncentives the event reconc,llIation ·isenacted.the Con
o 8enate,:amel1dment'~t the !l&V1ngsshoUld for risk taking by 1lideldug and reducing the gressional BudgetOIDce (CBO) would certifY • 
. : be.achieved'in other :energy"'mandatory pro- .... e.ffective.tax mte on capital ga.!n iDcome.. broken d0'!"l.?n a year-by-year basIs. the 
?gra.ms. ,the .conferees were ullable'toideritlfY .:The House'resolutiQn antiCipates that the amount olthe fiscal dividend achieved,as a 
;.sources in other energy man<1a.toryprogra.ms,Commltteeon Ways and Msans' Will explore resuI~,of enacting thi,! balanced budget plan. . 

1· '" to achieve. this level: of sair1ngs. The con- restomtion or continuation of certaIn ~ That. fiscal dividend could be used to offset.' 
5 ,ference' "'e.greement drops the Sellate'sas.' ,and trade provisi9ns which have expired or the rey-enue lOS8, from A tax cut: Numerous 

:,samptlonS'-iri !Unction "2'10, EIiergy" to wUl.soon. expire as well ascertain other tax. amendments designed to use the nscal div1:, 
s ::achieve'savings' of S900 mUlle'D from the we '. measures. It Isetpeeted ttiat the Committee dend to Increase thes1ze ofgovernmant by . 

· 'of 62miil1on' barrels of Weeli:s Island strate_on Ways a.nd Means-in seeking to offset the . Increasing spending on'vanou8 programs . 
'gic' petroleum reserveoU-and $154 in1lilon . cost of these mea.sure,s..;..wlll look to changes . were . defeated, By· votio,g down va.MOU8. 
~m hydropower leasIng to glve.the .coriunlt-· reducing inappropriate. cor:porate tax bene- amendments. the Senate expressed Its view. 
tees of. juMsd1ctionmS.xlmwn neldbll1ty to nts, other appropriate revenue' offsets, and that the fiscal dividend ahouldnotoo used 'to 
~hieve savings assumed from energy asset spending reductions Within' the Coi'nmltteifs restart thetaJC and spend cycle that this fair. 

:1. 

s .811.le8..' ,'." .. Jurisdiction. . . but tough. b.a.lanced.budgetpla.n was de-
d 

· econ!erees note that. thEI senat~'EneriY Senate amendment .slgne. to stop,· . .' ".' . ' .. ' 1- .Natural Resources Committee's rec" Th "' " The, Committee adopted a Boxer-Brown 
l tl1ation . InstrUction in' the. conference e Senate amendment assumes no ·oet . Sense '. of the Senate resolution providing
e' " ,change 10 revenues'frOm· the current· la.w , tha..t approximately ninety percent of the 

http:ne,buds'et&!:7{t1tr~~.,<!.(.the,eQlP~~tees"con-re&ent1.ng
http:i::red1t.a.nd
http:lose-l.'eVenutn.1n
http:in�-1996.8.nd
http:vehiQleIJ."-t.25
http:9.,t~j.ll1l?n,frc)mrAA~~~oo.rpOf1!.te
http:asstplliltfons):eg1i.rd
http:authorj.ty
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benefits oCanyta.x cuts should bil targeted to mittees to seriously consider thisproposaJ to ca.ps 'were' enforced, by"" ". " , 

•,middle cla.ss working r,unllles With Incomes update our money system. " 'pOints of order'in the ~nate. . 
below appronmately .$ioo.ooo. The Commit- , The conference agreementll88umes that ca.pscoveredl990 tllrouU~g~h,;1~993~~..~Th~e~·:~§!§~~~':I
tee's Interpretation of the appropriate den-, federa.l· employees w11l Increase contribu- vlded a ea.p on total d 

· rution of "Income" Is adJua~ grosslncome.tionstowai-d thelrret1rement by· 0.25 percent for 1m through 1995. The ~;J~~~:~!4& 
It Is the. Committee's view that' fi.djusted of their salary In 1996 and 1997 and an addl- ~onclliation Aot oC 1993 
gross Income is, themelst commonly under- tlonal 0:25 percent In 1998 &ild ther8a!ter. total discretionary apendlne:g:tl,~llla~d,J:iiti8' 
stood de.fln1tion oC Inc,ome: TaxPayers' and This phased-tn one:-Jia.l!, percent Increase In The,1995 budgetresolution(H. 

,.' the:Interna.l, ~~enue e:ervlce use "a.djustad employee contributions 'results In additional reduced tI1e~ dl_scretion~ ca.pS 10.l~:P.i~~iti 
,groS8).nopm,~~,~v tQ: c.aljll~~te {q4eral, Income reveilues,oUI.l bl1l1onover sevenyears:'rI;';" ~. of enf~ent,1ll.;.tJlJl,BeMt,e.,,,' n 

-, taxrl1abI11 .... ··.m'ke 'Com'm1-ft """"""'00"'- ""- • ;, The'''OonfereriA'''''':'''''''eem'ent':,·lnclu''e's" , a " ' "',,, ~I' ,4'-' . ~_'<Y_"'v""""" .,,- V<T ..... .. "H()tISeresolutIon ,~:.:' 
,J~t;<)d, the,use oC ~:·Ca.tIl1l3' ,economiC Income" "budget;:surplua' allowance" thlI.t· could': pro- ','Th''e'" H''0:1,"04' re'-'so"'l';u"l:on"il .... - "":'~:'<P.~'::;w,~~g:. 
.J;9 c.alcnlate, IncQme 'for. the pUrpose o(defin- vide for: further 'ta:i: reductions 'whloh Is dis- ~ w 
Ing the m1ddle:cla.ss ta:i: out. It expressly I"&- cussed"ln. the: seCtion on Procedural Provl- slons'regardIng dlsCretlona.ry; .."",,..,y~
Jected the. view that In.come should be CaI- slon8." . r:> .. ,· .".' ',' its•. : .' ... ' -7" 

culated' to 'include.-thevliln8 ciC tlie"1inputsd The conference agreement antiolpates,that· Senate amendment
rent", .on oViner-;occuple:11 hCllia1ng;, the' Value the. respective House. and senate ·a.uthoi:1z1ng
o! ,employer-proVided beneflts such as health' comm1ttees'w1ll comply with the;deflO1t--re- seCtion 20i of the senate !U'lllen,dIIient 
Inaurance ,·and'. peulon contributions, the' ductionreco~cil,1~tlon:d1rective81n this reB-' tabl1alies ca.paoli dereue andn~:~:~~ 
value of the IDStdj! build-up ,of ille lnlnlrance. olution. thereby allOWing. a- ne.t seven-year' cretionary spending ,Cor.' I; 
penalon plans, 'caP1ta1'lraJnathat. have 'not tax cut OC .$246 bl1l1on to be-Included In the For 1996 through 2000, the diScre.t10lW~ 

· yet. been rea.l1Zed beCs.'I1Se'the. ta.xP4:ver has flnalreconc1liation bm.,The conferees. agree do not. include' iU:D.dlng from Vlo1e,nt':-'!ii' 
. not eold the capital ~'t;.an eattins.te of In- that· the .$24G·b1ll1onnet tax:Ctlt represents Crime Reduction .Trust, Fund;· coJEl81:Btent':::~:: 
come that ali' average familY should have.I"&- an appropriate balancebetween',a.cCommo- .With the ,Intent oCptibl1o law 1()3..322. _".(~l...''''''' 
poi::tedfor tax purpo!38si.-ut didno~ or' Social dating, the. tax '.: cuta·ln 'the.. House:-;Pa.ssed . establlahed the fUnd. This .section )..1so : pro- , 
security and.AFDC payinentl!. Each oC'these "Coiltract . With Amerlca." and . the need. to videa for the enforcement' o! .these' discr-e-',' . 
items are 1Dcluded In' tha de!1n1tion oUamlly put .the .defi01ton a deol1l11n8-·,pa.th tOa bal- tiona.ry spending cape by creat1nga' polnt.o!' 
economio, Income. Any illi\J,culation .b8.sed on. anced. budget.inthe yaa.r,:ID02. The;con- order In the Senate agaJ.nst coDStderat1on.o! 
!a.m1lyeconoiniO fJicomi,'reaul'tsln'tam1l1es ference agi:eementallows a·net ta.x cut which' a budget reiOlut1onthat would exCeed' the ' 
appea..rtng to,be.1ri ,h1g1ier. income brackets tlie ~~ereesagr~ ca.n.a.ccom:m~te,provl-· aggregate - cap. on' d18Cretiona.ry'.spend1ng; , 
and, lIIcome taxbra.c~etll,~. they, actu8J.lY' alon.s· :whl.ch .Will . strengthen .:the' 'Am6r1Ca.n Thia section, also .provldes· a pOint olorder in' , 

· are.',: .; ,,,' : .' ... ;.: •. '::" ..'. ",. " ',: .. ' familY by reduclngthe taxbw:den. on ram!- ,the Senate' e.ga.iut an, 'bm . 
, nie speo1!1c'reQ.~ment8 for both 'reserve l1es With ch1ldreil and. ontwCHlBrnertn:a:ri:1ed .. that would exceed the . 
fUnds a.red1scU8!led In.more,detalllIi.' the. de- couples; and enconr&ge aavlllgs/capltaJ. .in:. levels Jor 

.i~~!=~::S!2;~:~·£:.;~:tmen~ . . ':a.:a~:f.~~:~:~ :~:.=on 
'... revenue:losse8,a.aeoclatetl, .With: ,the.prior:en-·

actment'-',qC' iLB.;.:~831,--:·,the"SelC-Employed . 

· Hea.lt.hdnsurance. b1U'-8Jid~doea.. not: assiime 


.... eXtieIDdoii of ,tJi.~·oU' :ana.-:l'eedstOOkuclse,tax. 

, . \dMleate4.,-;to:: ,;,SuWr1'nn,:!.:'..The"'...conrerence' ,Ctll."Pl:Il"II'J;l,I)U, 

':~m8n't assumes'.that'· illQme,saV1ngs,wlll be . 

".8.CJrleved: fr'OniEJ,TO .retoi~:and'that;the;Fl;; . 

.na.nceflind·Way-s -luul·MiiliiiSConim1tteea.w1ll 

:aot.,tO!exteri.d~e~.\ilrilV1s10ns.f,Th8:Con" ' 
,r~n~.~~ment(:d04:l8(inot'::ii.a8Wn&':~il.ddi:.:.,I;n:uVUl~QIIJJ•.";,; . 


.tiona.l.:~revei:iueS1 tJ:Om:recltt.1i:'1nir,;FedenilrR&-··" . 

. ' ae!=Ve"~~fei'8;;tO.,·the. !~':'The~,con~". 


fe n
 
· ~lonal ·revllpues·ot.roIn1rellkClDg.·the :on~or:: " 

· re c8't; a.gl"eehlent;\!dOOS-inot-"iI.881inie:"ilddl-':'f~~~~~~I~~~~i~~~§~. lar bUf'wtth'l!:one-:dona:r l:fOin~However;'·the 


...:. Conferees beI1eve .. tlieHproiiOsaJi~-, 

CAnt: '-merltand:enoo\lI'atli:tiie :BliDkjriir:'Com~ .' 


• 'I'" . .' "':.~ ··~:\o>'.~ .,;~~.~ ~:;tr.~:~z~C;~~;.~~~;~·:t~.~~ ~..~~\: .7:::~?::(~~~:~t'JJ~REif~W 

.) 

(S~~. 203~i'the Silli~te·a.rrleD,arrlen,t; 
, and Seo. 204 of th!!,~onrerence ag-re'1Jl.l'gU",1. 

A- budget 'resolutioli' ."".....,u"",,"": ,1)1j.\,!,~~, 
ce1l1ng~ on' epe!ldlng . and 

http:actu8J.lY
http:bal-tiona.ry
http:deol1l11n8-�,pa.th
http:eattins.te
http:dlsCretlona.ry
http:m1ddle:cla.ss
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functlona.l amounts 'wlt:lout IncludIng' the. that we w1ll 800nwill ·be ..considering past~· We have had the: .techncilo,,~./:::f'-:::_;,-: 


r .. Hospltallnsurance Trust Fum1. including Chile in the. NAFTA agree-. edge. . , . "~I?<il-.' 

Conference agreement "ment, and he was alsg:concerned about' This did notjU8·t.happeI':':a.~d-lt~~~'. 


Thecollference agreen:lentl includes 11.11 of . GATT,the world'trade agreement that not just happen after :WorldWarn"'I •. , 
the required dlspla.ys of iev.els and amounts, . we reached and. we voted on late' last . say . to. my 'colleagues, . "r.r" you :'lci~k ' '.' 
Includlll8'.thoae or SOolal SecurltY:·,9utla.y:s year. back In our history, the Upj.ted:State: 

. and revenues. The ~ment:also inoludes . His questIon to m'e was: "How can . was the country that ·de'l(eiQ:Pe<t".i;bS . 
the·amounts.o! the: Incl'i3~e.·,ln· the, public the' United States """ssibly .:compete reaper which,ma.gn1fledthe.''' .....·.·o·-un··i!. oe

f 
·.debt subject to·l1m1t. wIfh respoot to .the.in- JrV 	 .....,. ;;

forma.tIonal dlspla.y8,:tliil..conferenceagree- with Third World countries? How CM . crops that could be ha.rve8ted;;'W~*ere·.: 
mentcontalnsthadlspl/lf ortJie.gros81nter~ we compete when ourla.bor force Is the ones, that took the stea.m?~en&e'", . 

. est on the publ10 debt 'tonslsunt,wlth tliepaJdS10 an hour, and their labor force' whichwasorlghia.lly dev.eloped:by.~tJ:i:~·,':: 
. levels .01. net In~re8tin .tunotiondlOO;·The 1s paJd'lS'cents, 2$ cents, 75 cents an ancient (}t;eela!' and,turnedit,:.1nt9;;a:n.,: .. 

conference'lLgreement I'01ledesto the,House 'hour? Doesn't trade with overseas engine for. progress and'prosperlti,';m;
concerning the informatI;Jna.):displ8:y611ev, countries, especla.liy. those Inthe'de- engine.for the creatIon of new::,:wearth~:: 
e18 a.nd8.mounts wlt!iout theHosplta.llnsur-· vel oping world. m.. ean that. the Amer- We. were thEJ:oneswho develo '. he~./
anee trust fund a.mounts :·andtheHoUse.re-· 	 1 h' d' th tel h" ..cedes. to the Senate on th;'dlSpia,y oheeond- lean peopie will lose in the IonS' run ~ egrap 8.n ,e ep one, . 

: a.ry lOan gUara.nteecornin:,tmen~,· and that· our own working people will Tlielist goes on, .. and on; and 0 _ 
. . "Jo~ R. R;,ASICH' , . . have a lower standard' of llving?" fti.()t. teclmological development"· ~Tait{·· 

.. DAVB HOBSON. . Well; my answer to:myfriend was an. seen by. ilUr Founding Fathers as ;tl:le~,·. 
.BOB WALJ'xa. 8.nswer that really has been the answer means. for .whichthe Unfted,.Statea:::;: . 

.'JIM KOLBlk.. ", that the Alnerlcan people have gi ven to would become that shinning city oii\o,/:
.~ . : 

ClmmroPimil:SRAYS, this very" same Questlcin for: 'ma.ny, the hiilthat au of our Founding Fa-:<~ l' 

WALl.y m;';ariER; . many ,years. This is nota new fear that thers wa.nte'd lier to be. 'No other cowl:'):'
";~B~~': . the Amertc8.n people have, because the t;ry in the world' put patent protectlons/;::. f 

.', ", sTJ1ivg LAMENT Amerlcan people' have had a..higher of teehnological' innova.tlon into Its;; . i 
SUlil MnuCK. . standard of living and a better way oi . constltutiop.Tb.ere is no other:coim-'.)f " 
'Mii!:E PAXItER., ...... . li~ tliiougliout our. history .. ~ .• com- try; Yet. if we look In. our Constitu-'~" t 

M(!.7Ulger3.on tJlePcut oft1leHouse, pared to the working men and women tion; ,oUr Founding Fathers insiste<i/ 
. of other .countries, . that there be. a Patent. omce, It is ..:~ E 

·~~Oft~~•.,... Mr S k h . did' .' d' i' t?'B" .written into the Constitution.- .: '.~; 
"AU",,,, ............... . ,'. pea er. ow we' 0' ... oW,:Why.I!1 that? I say to- my colleagues •. :!. E 

,..~~~> did.wEl,·out-compete?· How did"the. "Iryou look.~ack at the, men whocra- .j" i.' 
Amerlcan· worker .out-compete'those ated this greatdemocracyofours;·yoU l .' e 

;~~=~~.. ~. :workers in'Th1rd World countrlel:Fthat will see ,th8.tthey'hru;itwothiligs that :::1: 
.JUDD.OREiJO." . '. :. were.,:w1lling to. work for ,such lower theYOOliaved in. There ,was-:-weU;. they . ~.' 't 

Manilger3 on tJie .Part:£If the Senate.' .wthaagesb?~e anSwer is·· ,,!e )l~vel :}10De ha.dm.a.Ill"tl1ings they. J)el1eved iIi; but .~ . y 
".' ': ••• ,\:.'.... ,;";: •• ,; '. t. ecau.se our.·.workingpeop e d... n. 	 an·. thetWoiniportant·thfugs they' believed .:. ·'t:• 

'.' .,. . . our. businesamenhava .had . the; tech- 1n: in terina or:goverriment was theyba- '.u,
1':SPECIAL OItDERS:',· .. nology. that is nece~ . to'''out-;ccim-lieved in"freedom-o!" tlie'1ndi'vidUa:i~ )/' u 

.The SPE.A.K:ER' pro'~~iiO~e.. ,::{irider . pete the; ,competition.eve.!!: .!~~.nt,ll:.~. ~h!ch included peoples" reliitqus~e ..·:t 'T 
·the'Speaker's announced 'Pollcy,-'of May ~bor~o~tEl &rernuchlower, ,:).;.,:'::'< ,doini .. a.nd'.:j;beli·rights to: speak. and '1 . ,t;.:

d' d' .. · .-, vi" . 'rd' . f .Mr; Speak.er. a.fter World War"II;.weth.eir. rights.. to' gs.ther,:toge. ther'the.ir·:l! . d·12. 1995. ' an un era Ilk'e ons·o ero· ' de ced . jor j" in our stand . . I, :'~. u:xpe
:.. the'B:otise, 'the fonbWtag:,MembersWill . e Of ~ivin!~ th~ UDluJte.i:St&te's·· or·ng~t8::',~();:·Pe.tij1on:,t?e.lr':gove~~ntf . T"ard

be recognized for.S minutes .each~.:.:':::':: .: .. Ame"ic:Q"'W""'ere' t"'h"e:"w'~'"aes ar"o·un'd ". thO'e" an·lid to ~ointrha°lttnrre'elrdown'dedstitllYh.~ tal,uey ":'; .. '.' ':"" ... ' ";y... . ,' .... "."~'. "'.'.:7 '-;:'.. '.',': "..,.,. .~ -:;' . . ....... > .. ,.'. oo eveu n t. . e om •. an ey: so .:ii.. ...k . 


'. . •... The"~PEAKER:'P~ t,ecidh/ti~~~~8. ::~Jl%f:w~r:ri~h~~~~=,*~:~~: ..oo:~~g~~~~~g:·'~~~il1iol~~;~~d~ '.....~. 
•. 	 '.. previous, order. of,theBouse;tl:\~fg:ent1l"-tto~y•,as compared ~~. the prt.ctj.()£ t.he c . ~eaom:l·!~erlca.'~ci~cl beco~e :aD:"a~.:,•. .@:' . '.; 

'woman ·from:·Oh1o ·O.dS;.KArr.tJR] .is.rec- ... Airi~rica,n . .worker? No;. Yet·at:the~sam,e.·. ample' for a.lltJ:\e,world to see;.thattlie~~ :a: 
· . ogIuzed. for o'minrites:, :.'.,<;~>,~,:; :.t1me'Yeexperlenced a major.increase··comm:on,riiiiJi':ean:iive'iu:. decency; :and if; 11 
, '(;MS•. KAP:TURaddrEssed the HOUEe:in'our standardofl1v1n~. andA,nlerlca .cim.60i:i.~ri;>1.hiS'.orher,o:WridestinY.,a.ndf~:. i, .fe 
· Her. reniarks' will . appearherearter'ln . was out-competing everyon~.,~¥o~h- ,~t..our: ;couDtry.cotild:be an eX8.Jllple;;,·. ' ':jX 
. the Extensionsof'Remil.l'ks;l"'·· ".' out ,thEl,planet.., •... "..,.' ". :«·;'·l;·,:··':, ,to,the::w:orldi:and thatinstead..of·.vast(r, :'C( 

'. In fact in the 1950;5 and 1960's;: Mr .. ·m1lit;a.ry·: m1ght;~hat our·, country}. 'li, 
.. ' '. ,'.' . .,':' ,.< ~ Spea.ker,'.Amerlca;"was ·looked',·to. ,would have· the allegiance of freepeo:'" '01 

The. SPEAKER pro tamp6re::Undel' ~ ." throughout,the . entire planet" as:., a.plellll'over the::worldor.those,pe'ople·", : .gjprevious order· ot'.,the·Ho.use;·the' gen-· . . , '" .. ,.. . . 
tleman from New Yorlc [M[" OWENS] is 8oilrce<bt: goods.!Uld·.ma~rla;t~::~~: pe 'all'ox,E!rJ;;he)v,oddwho:~ong .to:b~ Jr~e;:~ . is 

, . purchased". by . people ' .. for' conSumer . ' •. ':'{es":Thomas,,J efferson ·.himself, was' a ',f. ". tJ: . 
recognized for I) minUtElS" ,-- ..:':., itenis all ovel: theworld~. Yeftheir~oWn technologlst;·:.,Tho;je:·of" you :wh ' , ~T' .~.( 
. [Mr.;OWENSa.d~I!!~d''.the : Hoilse. peOP1e·~were~0.r~nk Jor.: m.tiQli::"jO~er':M9~~iceii()~:~gl:\i;.b~1riipresse'd:. f;' .J;l4: 

,His remarks '"wiir; appear hereafter·Jin' wR.ges,Tha.tis, ~caUse .aftel;'$orld:War ·~hafmany'.j:'1nv:entio~,.that ;.he :,~~i.!" ,'(1.1 .' 
thEf Extensions' otRemil.l'ks~l '.' ;i.~·::: 'II. asinthetime,.period berore'.;World·dev~JoPedltonelpJif8' around't.hat.·19tli:'f. .:c:a , "". '....:.... ;;;:'.. ··:':J:::.Y:;!>"·War n~:'Amerlcans:,hli.d·a:.technOlogic&!t:entUry:~\;~agr1cultUraJ.;·7·~comix>).lD4:'':';~e}~~ ··~r 

~ . '·.c, .. : .... :..•. :'. ." .~.. ·le8.don/theworld;·:It"is'te~hholori'and,'more. :.¢a.sY·,;;f.91';the· ·peoPle:oC·:t~i: . yc 
. THE'. BIGGEST. i.t.IPOFF.IN, ~.... ' ·:knowle'f18'e:tha:t;hlive·8iven·us·the;cOm~ ..··'con1pOWld;··But' Ben;larnin,Fj'arikl.inlt: 

. ",,~.'..:A,-MERI?AN :~,[ST,p~!::,.;·;,} :,·~.'petitive":~dg~ ~liiOUgljo.ut'::Q~:~Na;ti9·n's .'also. ~ne:of tl1:~'sTeatFo~ding~Fa~h~~;X 
'bE 


· . '. The SPEAKER pro,tempore,; ..Uli\1er. hist.ory.)t,was 'not)the ia.ct~ tha.t:,ciur • oCou.r., country;,,~: teownel1. even,: Ii<>~~t!\ m 

the SPeaker's annoUric~ed,poifcYOIi¥aY " peopie.w~re nes:essar:lly will~to':w:ork ,fqr, hi8:!lxP~()l'1.tio+l\of ide.as arid;, ~B .:4~W '. in' 


·12; 199!i; the gentleIIllUl, irom.,Cal1fornia . ~hiirdeu because:,mai:ly pe,ople<:: lU'ound,', ve10pment.o(teohnolog'y,·. ..' ;.> .:: .. ::::~It.;'iti{' .'.' hi . 
[Mf. 'RmmABACHER]is :recogriized·: for 60' :the'world;,workharder, ~.:; mS.ny ·,~, ...Thes~ .men ' made. surethatA.merlc~ th .' 

.;rpinutes as the·designae:oqhemajor":. ~ople:' throughout the.woddwork::aa ':~.investol"B'i:,and'::.!Amerlcan.:inven~o~.: tll 
., Ity.lt~ader ." ... :;', .... ,.: ,', :-~··~~~'··~':·':.ha.rd-',:if";·riotha.rder'tha.n ,AnierlClins .'would·::have·"~he incentive·to·deve! " '.:.¢ 
....... Mr.. R01mA:B.A.9m~':Mr::~:~~~ie#;<yetthe:·~erlcan wor~er: coJi~.le~;!1..th. tli:e~,chn~loS'!that;WOUld be·nec C.' 
.. yesterdayl had~:telephO~e':call,tr9m,teclu,lo1l5B7:' that.,w.9rkethic.:th~t;;01ll' to.makeAmerlca.,:. ~he· exa.xn 'J .. :" CO 

a,n old friend.who. waS concerned about ,people have . coupled. with teclillolog'y, . progress ,and ..freedom .t~at they~! .re-:: hIi
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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 


'SECRETARY OFTHE TREASURY 

. .

vc.<1
L l'). ~The Honorable 'Newt, Gingrich

Speaker of the House .. . 

. 
II 

~: ...~ik ~ . of Representatives .. ~ ,,((.IV ..ri.Washington, D.C. 20515 

J~"J ......,.


Dear )!.r. Speaker: r.:. I.."V
W', WI ,,,, ~/1.::;.:0'''''-1"-

.~s I am' sure you are aware, there will soon be neet:{oraction by 
/: ·..• ~ongress to increase the limit on the public debt.~e precise· 

day when the 'rreasury.will run up against the present permanent 
debt limit of $4.9. trillion is not knowable ,this far in advance . 

.lntheabsen~,a of an increase \nthe debt limit, we are likely to 
run out of ca::;h and rooin under-the debt ceiling in October. . We 
will advise y':)u of our more precise estimates' of Treasury cash 
balances.anq. d.ebt later this summer, as we approach the date when 

. the Treasury 1i1Tili .run up against the permanent limit. 

.. 
. 

W~ .lookto thl~ 
. 

Congress. to act' in a. timely. m~nner .to a:vert· a debt 
, limit crisis, . t.hat could interrupt Government operations,·. delay 
payments to rE:!cipients of benefits and millions of others, . , 

. disrupt the Treasury's borrowing operations, generate uncertainty 
in. the domestic and 'international securities markets, and 
increase the·,(;overnment' s cost of borrowing. ..c:::I._1i-~e--------

, 

...." ....,. ·t~· . ".. 
werecognize1:hat.some y want to use the n 'd for a debt-limit~>~t 

, J.;.' 
. 

\J 

increase in' the debate ver the budget, .but eel'e yO\:l ~~pee; witl1. . 
1:H! teat:: ele-.ll"': , ernmen n can on '. " .' 
wlfare of-m±"lllcms ,of· Americans .. We look bi'iJZYo~dership' to • 
iI;sure 'thattlua bill to increase tJ;1e debt limit is not el1cumbered . 
w~th, anyextrclneous matters that m~ght needlessly delay ,TS·
enactment.' ' ., . " 

" ' . . . " . " , . 

(F, in,'a~ly, we:z:-E~,comm,endthat,COngr,e~s.consider increa~ing the. d7~Y IS5~~,' 
ce~l~ngbyan amount that~s suff~c~ent to lastunt~lthe spr~r!.,.;. , . , 

. of '1997., so that there Is .ample time to revisit the debt limit in .. '." 

. " it well-considE!red,. ,orderlyfashion~ .Treasury will request an . 

~~~~. 

(1'< _ 

~ 
t. , .. ,I !' 11#0 7. 

'tr'"rwrtJ <11. 
oJ \,..1'.)(; 

increase in ttie permanent .debt limit after the mid-session review 
of the budget' is available from OMB.' 

"Robert 
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DEPARTMENT OFTHE TREASURY 
WASHINGTo'N . 

GENERAL COUNSEL '. . . August . 15., 1995 

MEMORAliDUM FOR SECRETARY RUBIN 

FROM:· EDWARD S., KNIGHTt;;L.l·~ .~\J l-.>/
.' '. : . 

De~t Limit Legislative History . 

,". '.' , .' - ' 

You have asked us to ascertaintl;1e congressional intent of the 
debtlimitstatute'from'thepertinent legislative history of that 
statute." We have reviewed the Second Liberty Bond Act of 1917 
and the 89a:mendments to that statute enact~d since 1917 which 
together constitute the legislative history'ofthe.debt limit 

" ~tatute; . 
. .. .' "','. " 

. ,whatf~llows' is a summary ·of our ·findi~gs:.···' 
.", .,::. ,'..... ."', . . ". 'f" ," ,", ',: , 

'1~' The debt limit statuteisa limited delegation, from 
Congress to 'the Secretary of the Treasury ,.ofthe un1 imited . . 

,. ..authority of Congress found in the Constitution1to borrow money 
on thecredi,t of the United states. . . , 

.. '.2. .Theorigina'l debt' .limit sta~ute authorized the secretary 
of the Treas1JrY .to • isslJfa public. debtsecurities subject to a. . 

.' '.. ' maximum1imi·tationon the aggregate face amount, of,such ... ' .. '. . ;' 
.securities.By means ofsuccessivfa amendments to the original . 

.. statute,conqress (a)' converted the limitation. on the amount of 
'. bonds that .could be issued into a limitation on .the amount of .... 

bonds thatcc:mldbeoutstandingat anyone. time and (b) increased' 
periodically the ,dollar amount of that limitation ..·· . 

. . 3. • Tllelanguageof the d~bt limit statute, as it was . 
. originally el'lactedandas it has been amended to date, plainly 
andunambigu()us1y .1imitstheaI\1ount of public debt securities' 

'. that. the' Secl::'etary is authorized to .have outstanding. at anyone.·.time. . ' ......... ' .'. . . . 


.•.... . .. 4 ,wMnrecommendlng • aiOendments ~othedebt limit statute 

.: to increase ,1:.hedol1ar amount stated in that statute, the. ...•. ..• . . 

'congressional committees with jurisdiction over Tteasuryts debt 

issuance act:Lvitie'shave, on repeatedoccasions, included in 

.....•. their commit1:eereports clear statements that the. comniittees 
understand the dire consequences that wQu1dresu1t" including 

. lA~ticleI, section .8 ,Clause 2bf . the:Uni'tedStates '.' 
constitution provides uThe,Congresssha11have Power ... To' 
borrow Money ,on' the ". eredito f the' United States .' ". . .. .; It 

" 1" 
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default 'by the United States Government, ,if congress failed to 

',enact when needed the recom.m.ended legislation. 2 From these 


statements, it is clear that Congress intended that Treasury 

, would be , prohibited from issuing new publicd~bt securities 

unless the recommended amendments were enacted. ' ' , 


, 5~ TZ'easury has :communica.tedto congr~ss i tsunderstiinding 
, of the mean.ing and effect of the debt limit statute in the ' 
'testimonies of ,pas~Secretariesof the Treasury and their 
'subordinates before the two congressional committees having 
jurisdiction over :Treasury I sdebt issuance 'activities., ,', 

" ,Treasury I s understanding." succinctly ,stated, 'is that the debt 
limit statute ,is a limitation onthe,amount'of public debt, ' 
securities that Treasury can have, ,outstanding without going back' 

,'. to Congress and asking for additional b~rrowing, authority. 

, ',' 6.. 'There' isalonghistoryofconsistent statements made 1:0 
, Congress, by past Secretaries of the Treasury and their , ' 
subordinates elaborating ,on Treasury'sunderstanding of the debt,' 

, limit statute ~3A' review of these statements leads to the, " 
, following conclusions: ' , 

(a) Treasury interprets the dollar amount stated in the 
debt limit sta,tuteas being avery real limitation on the , 
horrowing authority delegatedbycongressto,the Secretary, 
of the TreasurY'in the borrowing statutes.' " 

,(b)Astheamount'of: ~ut~tahdi~g bonds issued under the 
borrowing statutes increases I ',there' is adollar"':for-d611ai: 

'reduction in the IIbalance'" of borrowirigauthori,tyflleftltto 
the SecretarY,'of the Treasury, to' borrqwmoney. " 

,. ,',. ,", '( c)I f the'amounto'f outstanding bonds rea~bes th~ , 
'dollar amount stated in the debt ,limit statute, the " ' 
authority of the Secretary of ,the' Treasury toborr,ow,money 

, ", isltexbausted. II,' ", ' :, 

, ,(d) Under suchcircuInstances, legislative action 
increa::>.ing the dollar, amount stated ,iIi the debt limit 
statut,e is "necessary" to "permit"the Secrcataryof the" 
Treasury to resume' borrowing ,money., ' " 

'". ", . ,.' - '. .' 

",', ' " ", "iseeAt:tachment A for excerpts~from. cOI1~ressional committe~ 
reports evidencing the understanding of committee,members , 
relatiI'lg to 'the potential for·default by the United states 
.Gov~rnment.,:.: . 

'3See AttachmentS for excerpts from statemeritsbypast 
,Secretarie~Lof the Treasury illust'ratt"ngTreasury t s understandiDg 
6fthed~.bt limit statute., ' " 

http:6fthed~.bt
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(e) If legislative action is. not taken, the United 
states Government could default on its obligations .. 

7. •. 'congress has enacted successive amend~entsto the debt· 
. limit statui:e increasing the dollar amount .limitationstated in 
the statute.each time that Treasury officials h~vetestified that 
such increa:ses were necessary for . Treasury to' be' able to meet the 
obligations of the united states Government and'avoid default .. 
Therefore, :it is this SO-year course of dealing between Congress "." 
and Treasury, as ml:lch as the legislative histories ofthe.various 

··.amendmentst.o 	the debt limit statute, that constitutes the . 
clearest'evidence of the. congressional ,intent. of that statute.' 

S. Until recently, . Congress had generally liniited'thesize. 
· pf each legislative increase in the:amount of the debt limit 

statute to t.he amount of new borrowing-needed for the following 

fiscal year. Seen from 'this perspective, Congress has at times 


.used .the si:z;e of. each increase as .a tool for cont:r:olling . 
'. 	 spending. lButCongress has. recognized that Treasury I s new . '" . 
borrowing. illl each year is' undertaken' (a) to' pay for spending' 
required by appropriations' statutes.enacted by'Congressand 
(b) as the :resultof Treasury I s investment of various trust funds 
as required by law~ .Furthermore, the reports of the ..' 

· congression.:tlcommittees having jurisdiction over Treasury I sdebt . 
· issuance ac,tivities include evidence'. that those committees 
'. understand 'that the more appropriate mechanisni for controlling 

'. spending is the budget and appropriations process', not ..thedebt· 
· - lirilit statu'te .. ' The overwhelming majority of .amendments to the 

, debt.limi t st~tute have not included. provisions that were . 
unrelated to the debt limit statute. Even when Congresshasllsed 

· . the need for an increase .in the amount of the debt limit' as a 
· " legislative vehicle for enacting spending control legislation~ 

the 'spending control measures. have not altered or affected the 
·fundamental.authority.d~legatedto theSecret~iy of the ,Treasury' 
in the borrowing _st~tutes o,rtherelatedlimitation contained in.' 
the, debt limit statute. 

, 	 ,., . . . :,." ' 

Attachments 

'cc: . Larry .Summers 

,', Frank. Newman . 

.'. Jerry Hawke ' . 

. Darcy Bradbury 


,'Se.e A'ttaChment' Cforan' excerpt from. congressional 
. 	 committee. reports evidencing the.' 'understandingofcoInIilittee 

members. th.atthe debt li~itstatute is not the .appropriate 
mechanism for contr,olling spending ... 

·1 
I 
I 
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.ATTACHMENT· A 
. 	 .'. . . 

.. H.R.Rep.· No.mO, ~lst Cong .,2dsess.U-12 (1970) 
(recommendi.ngenactment of a debt limit bill that became Pub. L. 
No. 91-301,84 Stat ... 368 (1970) ) contains· the .following passage: 

Y:ourcomm~ttee bel~eves it has the respon'~ibility 
.to poi.nt out. to' the House some of the real '.. '. . ' / . 
compli.cations· which would develop' in the event of an" 
delay in enacting a public debt limit sufficient for 
the Government '.s needs during the . next fiscal· year. . If 
provision isnotmad~ ·for a new debt limitation, the 
present limitation of$377·billion.will expire on 
JulY.l.and.the overall limitation·wiII.fall to '$365 

.'. 	 billion .. On that date;. the debt subject to limitation 
is expected to exceed $365 billion by approximately $6 

.. billion. ". While there would benoquestion·concernirig 
the legality of the· outstanding debt in such a . ..... 

'situation, the Treasury Department'would'be u.nableto 
issue any new securities. This prohibition would apply 

,to issues designed to replace maturing issues as' well 
.as·tosecurities'of overall.debt. 

Asaresult,savings b~nds could not be issued and 
.payroll savings plans would be·disrupted. In addition .. ' 
the Treasury cash balance would be depleted rapidly; 
Substanti~l amounts of Treasurybill~ become du.e on. a 
weekly basis du~ingJuly and an additional amount would. 
mature at the .end.. of July • If. new bills cannot .be . '. 
issued to replace these' issues i. the Treasury cash .' 
balance would beexhaus'ted by .July. 9, a day on which 

'$3.1 billion of Treasury bills mature. ' .' 

Orice the' cash' balance is exhausted ! .' the' Gove:r:-nment" 
.wouldbe compelled to delay full payment (or resort to 
partial payments} of contract obligations,' Government 
salaries. various loan and benefit programs, and grants. 
to States and local governments when they become due. 
Theecopomic hardships resulting from such action-.· •......•. 
would,. of course , be most severe in those .areas where . 

.	there are large .concentra:tions· of ..Federaleinployees .or" 
employees engaged in production'under large Government 
contracts. . . . 

(Emphasis added). 
." .. ' 

'S. Rep. No. 982, 91st Cong~, 2dSess.. ·10(1970).{recommendlngthe 
. same bill as H.R.'. Rep .. NO~ 1130}. contains virtually the identical .• 
·passage ..' 



· ' .' . 

H.R. Rep. ,No. 31, 96th cong., 1st Sess. 9-10 (1979) (recommending 
enactment ()f the debt, limit increase bill that became Pub. 'L. ' 
No.' 96-5, ~,3, stat .• 8»con~ainsthe following passage: 

, " 

, ," '~lith the' $398 billiontemp~rary debt ceiling, 
there 1s" enough' authority to meet ffnancial ,,' ' 
requil~ements througp March 9, '1979, or shortly after, 
when t:he amount of outstanding' debt will' reach the 

, stattit:ory ceil ing. 'When that happens, the Treasury 
'Depart:ment will not be able to increase the amount of 
outstimding debt, although 'itwill be possible to , " 
reissue existing debt as' it matures. 'Further debt may " 

, not bE! incurred;' whether for general financial', 
',' ,ptirpos.es"toinvest trust fund reserves or to finance 

Feder2ll creditprograms through the Treasury " 
Depart:ment.lnorder to assure that no debt is 
incurred which will breach the statutory ceiling, the 
Secret.aryof the Treasury may have to terminate sales 

, of sav'ings bonds ~ ,.other than ,refunds of maturing debt, 
Federa.l obI igations which become due could, be paid onlY 
'tothe~ extent, that funds are availab,le in the, operating 
cash balance, 'and' those funds, will become ' available 
only at ,the ,same :r;ate as, re'venues' from taxes, and fees 
~re received~ , 

If>anew limit on thepubl,ic debt is not enacted 
before ,April 1 , 1979., the temporary limit of ·$398 

, 'b,illionwill expire'oriMarch 31, ,1979, and only the .' 
,'$400billioh ein continuing statutory debt authority , 

will, be available to, the Treasury ,Department.' Only ,as' 
,the normal, flow, of taxes, and other revenues is received , 
by the Treasury Department will'itbe possible to make 

"'payments :and red,eem maturing "securities 'as they come 
>,due. ' In that situation! no further debt may be issued: , 

,no refunding of' maturing 'issues, no new issues of 
,Treasury debt,' no 'riew issues or redemption of . old , , " 

issues of savings bonds. no tinancinq of federal credit 
",programs'through the Treasury or through agency issues' 

,",', of debt and no' repayment of maturing issues~-in other 
,words, default by the U. S. Government." 

, .' : " 

" , (Empha~is ,'added). 

:,' , 
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ATTACHMENT B 


Hearings oil H.R~ 4304 before ~he Senate Comm. on Finance, 74th 
Cong~, 1stSess. 5 (1935~,' (statement of Treasury Secretary, 

'•• " Morgemthau) : 

, "Secretary MORGENTHAU. '.•. ' We have, the right, t'o, 
, issue, $2,500,000,000 more bonds., We have, ,", 
$1,800,000,000'of the Fourtn Liberties which come due, 
on thE~15th' of April. That ,would leave us an ,authority 
of ,only $700,000,000, and if we wanted to call anymore 
of ,thE~seFourth Liberties and refinance at a lower 
rate, we could not do it because our authority is 
eXha'us;ted. ' ' 

" '. . .... , ," . ' .. , '. : 

, , ' senator ,KING. 'When you"call bonds a'nd they are 
'retirE~d,'theri you hav~ no authoritytomakereis5ue'for 

a ,shorter or longer~eriodorfor conversion? 

, ' secretary MORGENTHAU. , As' we call' these, each time,' 
'it is deducted from the $25,000,000,000 until our 
authol:~i ty is now down to $2,500,000,000 "and we have " 
called $1 ,800 iOOO, 000, "which we ,have to ,refinance" 

'betweEm now and the 15th of April,and ourauthority is 
',now down to $2,500,000,,000, and if we wanted to call 
• the b2l1anceof, tne Fourth Liberties, we could not do ' 
,it. 

(Emphasis added) . ' 
. / .. 

" '.'. " ..: .. ' :,",":" - -. : '...... ' . 

"Heari~gs'on H.R.> 669ibeiore the' House, Coinm.on/waYsand Means, 
77th,Cong~" , 2dSess. '1, (1942) (statement of Treasury Secretary·, ' 
Morgenthau) : 

,S:ecretaiy MORGENTHAU ~ ,,'. .• .rtis urgent that 
'this bill be, promptly enacted. "The, balance of our" " 
borrovting authority at the end of February 1942 ,was , 
about $1,400,000,000. ' By the end of March it, is 
anticipated that the borrowing authority will be 
insufficient to ~over the :debt is.uesthatwill·be· 
,requiI~eddurl.ngthemonth 9fApril~,' ' 

, , 

(Emphasi:s:atdded) ~ ", ' 
: I . 

',' 




.< . 

.' r.etterfrom Treasury Secretary Blumenthal to Hon. Thomas.P.· 
.OINeill,Jr. ·(Apr~ 2, '1979): 

, 	 '.,' 

. 	 . 

This means that, unless; .H.R.·· 2534 is pass;ed .by the 
Housectnd. signed into law by the President today, the 
united States of America could default tonight. If the 
bill if; not signed. into . law TuesdaY',default is .. 
virtually' certain." 	 . 

. . '. . 

. (Emphasis added).' 

" ,'. ' 

'. Testimony of DonalqT. Regan before the Subconmi. '.' on Taxation. and 
····Debt·Managenlent,·Senate Comma on Fina.nce, 97thCong~,. 1stSess.. 

. (Feb. <4, . 19B1) : 
.. 

I regret to advise you of the needior'.. .' . 
Congres;sional action. early this month to' increase .the 
debt limit ..··. This legislationisess,entialto permit 

.	the Tn~asury to borrow to finance the C\.lrrEmt deficit 
in the Federal budget .We have no choice but· to .. 
increas;e the debt .limitif we are to honor the existing 
commitDlemtsthathave already beell made by the 
GovernIllent ~ 

. (Emphasis aclded). 

" " 

, , , . 
" 



ATTACHMENT C 

H.R., Rep.lN'O~ :1463, 88th Congo 2d Sess.' 8~9 (1964) (recommending, 

enactment!;:)f the' debt limit bill that, becamePub.L. No.' 88-:-327,' 

78 Stat~ '2:,5 (1964» contains the following passage: ' 


. . . '. . . . . 

, ~rhe,effortsofcongressinlimiting' expe~ditures 
must ];>rimarily ,be through the appropriation process, 

. .. . .... 

,1~ctually"muchof, what is spent in the ,fiscal year' 
1965 represents payments under obligations authorized , 
by Congress in 1964 or still earlier years. To impose ' 
a ceiling which make,s, it' impossible. to make these 
expenditures where the amounts were authorized in 

'earli.E!ryears is" similar to refusing to pay charge 
accouIltbalancesafter, authorizing the amounts to be " , 
"chargE~d. It;is in effect the equivalent of authorizing 
the purchase' of goods 'or ,services but thenrefu'sing to 
pay,forthem. '" 

.' " " - . , '. , :".. .' ~ , '., . '. '" 

·s. Rep.N0 .~79, 98th Conq; 1stSess. S(1983) (recilmmendinq 
'enactment clf the debt limit bill that ,became Pub. L.,No. 98-161 ~ 
, 97 Stat . '1012(1983 »contains the following passage: ' 

~'he committeeisaware· of >the c!esireof many . 
'Senatclrs ,to attacha;mendments> to this bill that: would' 
hopefully improve controls 9verFederaL fiscal , " ' 
~ctivities .• Thecommitt~eagreeswiththe objective of " 
these Senators, but ,it also'believesthat the immediate 

,,' dangers of ,delaying enactment of the increased debt ' , ,: 
'limit inhibit 'it from using the bill ,as an implement '",i 

for b~dgetcoritrdl: ,',' ' , 
',' 

. " ' 

, \" 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, .D.C ... 

SECRETARY OF THE TREASURY 

,october 27, 1995 

The Honorable Newt Gingridh 
Speaker of the House ' 
U.S. House of Representati~es 

Washington, D.C. 20515 


Dear' Mr. .Speaker:· 

'T~e Pres.ident has asked me to write you in response to your 
,suggestions that the Congressional Leadership.would be willing to 
,discuss a'short-termincrease' in the debt limit.· As I have said 
in the past, ,we would be' pleased to work with you to accomplish
this obj ective ~' , ' . ,.. ,," 

To· provide a basis·formovirigah~ad, I ,would like to propose 
,that the debi: limit be increased by $85 billion, to· $4.985, ' 
trill'ion. ·Anincreaseofthis amount should accommodate.the 

'orderly conduct of the Nation's financial affairs until mid-
January. ' 

. .".. . 
, , 

Because. we arerapidlyapproaching·Novemberi,--the date on 
which wenorillally announce our important quarterly refunding 
auctions, de~;cribed in my Oc.tober 24 letter ..:.-: ,actions need to be 
taken. As always, ,we are available to work.with you and look 
forward to, yClurprompt response.· . 

., Sl.ncerely~ , ,. 

····~··Z-1Q~ 
Robert E. Rubin 

,cc: Congressional Leadership, 

, committee Cha.irs ., . 

Ranking ~'-Iembers , .. 


. , .... 
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DEPARTMENT OF THE TREASURY 

, WASHINGTON, D,C, 

SECRETARY OF THE TREASURY N~vember 15, 1995" 

HEHORANI)UH FOR, THE PRESIDENT 

,FROH: Robert E. Rubin· (L~~ 

., SUBJECT: , Debt Limit 

I, am ser.tdingthls memorandum to' inform you ,that, the Treasury 'debt, 
is now' a.t ,the stat1,ltQry 'limit and .that ,I have had ,to take actions, 
to ensure'that the united states will not exceed'the debt limit 

'or default on its obligations., ' In the absence of these actions, 

, the' Treasury would not ,have be,en able to raise enough funds to 

'pay $102 billion of interest p.ndprincipal on outstanding debt, 

,'due toda,y and tomorrow' and to 'discharge other,Government 

obligatjons; , , " 

, , Specially~ ,I have'direc'ted, that certain ,Treasury se~urities held, 
by the civil Service Retirement. ,and ,bisabilityFurid and the 

'G6vernmentsecurities Investment 'Fund' ,(called the, "G-Fund lt ) of 
, the Federal.Eniployees' Retirement System be redeemed or withheld ,,' 

from reinvestment to enable 'th~ Treasury ,to raise the cash needed '" 
, , to" pay obligatio,ns. In eachcase,the governing law provides for, 
'an automatic restoration of any interest that is ' lost during' a ' 

, , debt' limlt . .lmpasse. ".', " 
',"" . " ,,' ,',' . 

" Our best,~stimate· is 'that these actions will provide enough room 

under, the ciebt ceiling to permit the Treasury to finance the 

Government's, needs until "late Deceinber. " , . 


,.... , , 

, ,. 



.' :. '" . 
DEPARTMENT OF THE TREASURY . ~ .' 

, ,WASHINGTON, D.C. 20220 

, ,j 
, . : . ." " '.' '. '" . '. '.' ' . 

'CABlNETTALKING POINTS ON TIIEDEBT LIMIT 
, 	 , 

, ,Secretary Rubin's Actions, 
To Avoid Default and Protect Beneficiaries " 

, November 16~ 1995 

,Themes: 

Secretary'Rubin took actions to pr~vent the United States froni/defaulting for the first, 
" time in emr history ~ , 

, , These extraordinary actions h,we costs and are not a long ter~ answer. 
, ".., , ' . ' ",'. . ',.. . 	 " 

, These 'actions will not' hurt' benefidiaries. 

We will nottouch Social Security.' ' 
. ..' . . '. . ...., .:. : '.' 

Congress must enact a clean debt limit increase. ' 


Facts: ' 


'. Yesterday, the Secretary ofthe Treasury tobk two actions to avert what would have 

. '" 	 been the firs~ default in the Nation's history.' , '. ' ' 

Treasury's outstanding debt reached the statutory 'liIlJitof $4.9 trillion 'and Treasury." ' 

'had to pay more than $57 billion of principal and interest. Today, Treasury had to' 
repay almost $45 billion of principal. Absent the actions taken by the Secretary, 
Treasury could not have made such payments; , " , ' v'" , ,. The laws gove~ing the investment'ofthe Federal Empl~~ees RetirementSystem's 
'Governnlent Securities Investment Fund (the~"G~Fund") and the Civil Service 

'Retirement and Disability Fund (the "<:SRDF") proVIde the Secretary with special 
, authority when' there is. a debt limit impasse." " ",, 

'. , This authority allows Treasury not to reinvestsecuritiesin the, G-Fund fully and to, ' 
redeem a portionof the securities ldhe by'the CSRDF. ' , 

. " .. 



, I 

• 	 Treasury's actions do not reduce the asset value of either the ~Fund or the 

CSRDF, and the laws provide complete restoration of any interest lost to the two' 

funds; so-, there will be no bann to any fund beneficiaries. ' 


, ", ~ , 

" 	 . " . 

• ' 	 _Any~ne who says otherwise iss~mply mistaken. 

• 	 These actions created' room under the debt limit," enabling Treasury to. borrow funds 

, to pay, its obligations. ' ' ' 


• 	 These actions have created borrowing room of approximately $61 billion, which 

should be sufficient to finance government operatiorys until late December. 


... 	 . . .' . ~ .' ...,. . . . 

• 	 ' Theseadions are' extraordinary, they are costly in many ways, but using this " 

authority, is immeasurably preferable to default. This is no way for a great nation to 

manage itsfinanciaI affairs. 


, .,' 	 Other trust funds, such, as Social' Sec~rity, do not contain such authorization to the " 
Secretary to disinvest for purposes other than to pay benefits to trust fund ' ' 
beneficirules. President Clinton has stated that the Secretary is not authorized to ,use, 
Social Security funds for any purpose other than the payment of benefits, and both th~ , 

'President. and the Secretrry have made dear that no other' use will be made of such " 
, funds;' " " , 

'. Withoutthese actions, there could be no certainty that,Social seCurity b~nefits~ould 
have beeri paid on ~eCember 1.. G ' 

• 	 ,,'Lastweek, Congress hdoptedadebtceiling increase so laden with otherprovisi~ns 

that it was nothing more than, a statutory short cut to default., ,It would have repealed 

'the cash management options Treasury used yesterday that were given to President" 

Reagan by a Democratic Congress almost a decade ago; and it would have dropped 


, the debt ceiling to$4.8 trillion, $100 billionbelow today's permanent limIt, upo~ , 

, , expiration. 


, . 	By doing so, the bills posed 'a coercive ch6ice for the ~resident--either sign a budget 

he hadpromis~ to veto, or default. , The Pre~ident rightfully rejectedthe bill. 


• 	 Neverthel.ess, defauitisunthinkable~ 'Thus, Secretary Rubin was forced to take " 

extraordinary measures." ' 




DEPARTMENT OF THE TREASURY 
. WASHINGTON, D.C.

1Nove~be~ 15, 1995. 
SECRETARY OF THE TREASURY 

The Honorable Newt Gingrich 
. Speaker '.' 

U.S.:House of: Representati~es 


·Wp.shington, .. D.C .. 20515 . 


Dear. Mr~ Speaker: . ,..,." 

. . Today I have taken extraordinary and unprecedented .actioris 
to avoid a default.· on outstanding obligations of the United 

'. states These actions were . made-' necessary ',because' acceptable'0 

" legislation increasing ,the statutory debt limit has not been 
.enacted. 

specifi.cally, . I have directed that certain Treasury" 
securities held by the Civil Service Retirement and Disability' 

.Fund (CSRDF).andthe Government Securities Investment Fund(G
Fund) of the Federal Eri:tployees Retitement system, be redeemed or 

. withheld' from reinvestmeritto enable Treasury to raise the cash' 
needed to payinaturing obligations. 

, " . '. ' . 

. '... :It should be clearly understood that beneficiaries of the' 
CSRDF arid it.he G-~und wiil.suffer no ·adverseconsequences. 
whatsoever, ~romthisaction~ .... In each. case the goverl1ing .laws· 
provide for an automatic· restoration of .any interest·· that is '. 
suspended during the period of noninvestmeht, and in each case 
the principal' amount of the assets in the fund will r,emain
:uncnanged.. . .' .....' '.' .'. .'. '.' . '. 

.The steps takentoday·were e~s~ntial not. onlY' to pt~v.ent the 
united Sta1:esfrom defaulting on its debt,' for .the .f.irst time in 
its history, but to demonstrate to domestic and international' 
financialmarket.s the strength of our convic.tion that the . threat 

.of default is not an. acceptable ,element. of any ·politicaldebate.·
". over budget' priorities. . . . . . . . 

. ",' ". ,:",:: , ,'. ,.:' '.,. . .' :"," 

The SHcretary of the Treasury should not bef~rced to 'inv~k~ 
extraordinary remedies to honor existing obligations of the. 
united stat:es In a letter to you last month I observed thato. 

,this is no wayfot a great Nation to conduct . its financial .' 
affairs~Similar sentiments have 'been voiced by ( among others " 
Federal Reserve. ChairmanG:reenspan and former Chairman volcker ~ 
Ourabilit~ to piy our obligation~cannot be allowed to b~60rne'. 
subsumed by the debate about, national priorities·;..-a debate that 
,should properly be carried, on in the. forum. of publiq opinion.' 

. r 



. ': ".... ..', ..... 


. '. '. . . . 


. I-u~ge the congress to take. immediate action .to pass a clean 
..debt ·limit iI.1crease, .and thus·reaffirmto the nation·and the 

world that o.ur. financial integrity will. not be je6pardiied~ 
.. ... ( 

Sincerely, 
.. ~.:~..... ........ ....: 


. . '. , . 
. ': . ". '., 

'., '.", ' ,.' 

Robert· E • .Rubin 

':; , 

.1.' . 

,":. 

. . . 
, "., 

'. ,,' 
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.OffiCE OF PUBI)G AFFAIRS. 1500 PENNSYLVANIA AVENUE, N.W .• WASHINGTON, D.C .. • 20220· (202) 622-2960 

· FORIMMEDIATERELEASE 

Reni~rks as prepared for delivery •. ' 

Novemberl5, 1995 . 


. . ",. ".'. ,"' ,"' .." ..... '. .' . 

. Statement of TreastirySecretary Robert K Rubin· 

'. I have taken actions to prevent a default for the first timeinourhistoryon .the full 
faith and credit of the United States:, Absent these actions, we could not pay $25 billion in 


.... interest payments due today . Had Congresspassed.a dean extension of the debt limit, I . 

would never have been forced to take thes~actions. But it jsmy responsibility as Treasury 


· . Secretary to do everything in my power to 'avoid default· " . , 

· '. A decade ago, Congress granted authority to theSecretary to manage the investments . 
"ofcertain federal retirementaccoimtsfor purposes of debt management. It isextraordinariiy 
, . important to understand. that this aCtivity. does not reduce the asset value . of the funds .. Itdoes. 

invoive' replacement .of an interest paying government security fora non-interest bearing cash.. 
balance. on the books of the federal gov~rnmentThereisno reduction in assets and, uriqer 
these statutes, interest is re.stored in .fuIL· .. 

. "'AS we act to protect allcitii~nsfro~ theriskof default, all beneficiarie~ will r~main'" 
. whole,. and' anyone who ,says otherwise is' simply mistaken. ". These actions are extraordinary, 
· they are. costly iI,l many ways: but using this authorityis immeasurably preferable to default. .. ' 

· . 'This is noway for agreatnationto lminage itsfina'nciai affairs. Instead, Congress . . 
· '.' should enact a clean debt limit bill,al1d' then 'allot us can work togetheronagoal the Clinton'· 

AdmiriistriHion shares with the Congress-- balancing the Jederal budget and preparing our . 
· econqmy for the 21Stcel1tury, .' " .. .' 

'. RR-713 
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Moreover, ~neimportamconsequence of the action I take today is this: We make 
· sure that, Social Security checks C3j1 be paid on December I ,and without these actions such 
· certainty would not exist. . 

,As raising the debt ceilinghas been snared in the contentious debate over the budget, .. ' 
two questions ha.ve. arisen. ,Does the debt ceiling affect deficit reduction, and does default .. ' 
really matter? ' Passage of the debt ceiling is totally. unrelated to deficit reduction. ,As we 

.. ' learned when Congress enacted the powerful deficit reduction program President Clinton . 
.proposedin 1993, the defiCit can only bereducedin the budget process. 

. The question of default is of the utmostlmportance to the nation.' s economic health. 
Our creditworthiness is an enonnously important national asset, and it shotlid never be' . 

. . ' tarnished. 

Every American who has bought ahome'orborrowed moneyknows the importance of . 
keeping a good (~reditrating.Our country deservesand requires rio less. When this nation . 

•creates a question mark about its integrity with respect to meeting its commitments, that has 
real consequences lasting far into the future. .' . . .. . ' . 

. . ' " .. ' " .' . ,,'" . ," "," . . ..... ".'" ......,' . 

Def~ult would increase thecos~ of borrowing to the Federal Treasury for along time' 
. to come., The effect of default would be particularly critical when circumshinces are difficult 
· arid our nation's reputation in the financial marketplace i;; most importanLDefault would 
also increase private sector borrowing costs; for example,forcing up the costs ofvariable 

. rate mortgages which are geared to Treasury interest rates. . ' '. . .... .".... . 

.'Any question that might~averemained. about the serio~sness'of this issue should have 
•been ,laid to rest by the recent strong. stlHements of six former Secretaries of the Treasllry, 

, . the for,merChainnanartd current Cha'irman ofthe Federal Reserve, and by the major credit 
rating agencies .. 

'. ' 

.' '. Ina report issuedlast week; Standard & Poor's said, "Ev~nash6rt-liveddefaulton ' 
.. the U. S . government' s directdebt obligations wouldprof6undly .impact a broad range of " . 

se,curities and financial .market participants." .These WOUld. include: "corporate and mu.nicipal . 
'. "'. ' .:agencY;debtlirike:d to U.S: securities;,pre-refuhded municipal bonds amoLinting to $400." . 


billion,. debt issu{~d by Government SponsoredEnterprises,and securities collateralized by 

.. U.S. obligations. A disruption in U~S; government.debtpayments also would havell1ajor • 


implications for the liquidity 'of various financiaI.institutio'ns ,money-market funds ,and . 
govemmentbonct funds." '.' '. . . . . 

, .. ' , ... As· Chairman Greenspan said in a recent letter to Congress: "a failure to ITlaketirhely 
.' ....·payment ofintere:st and principal on.oiJ[ obligations for th~ first time \\Iouldputa CloudoveL 

our securities that would not dis$ipateformanyyears ..Breakingourword would have 
,serious 10ng~terIDconsequences." . 



·~ , , 

. We are nQt gQing to' break QUr wQrd,and weare not gQing to' default. 

.' . " . i . " . . 
We nQW have an unresolved budget debate; the Administration and the Congress have' 

distinctly different visions of how to create a· balanced budget that best prepares America for 
'the economy of the 21st century. These differences can only be resolvedthrQugha vital and" 
vigorous national debate. What CQngress must do now is pass a clean debt limit extension . 
for the powerfu.I and important reasons .we have discussed this morning, . 

-30~ 
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Debt Limit Fact Sheets ' 

The Actions Toda.y: November 15, ,1995 

, 'Today, Treasury's outstanding debt 'is at thestatutory limit,and we have 'to pay more 
, ,than $57 billion of principal: and interest. ' " , 

TheSecretary of the Treasury therefore took two actions to avert default today~The 

laws, governing tht: investment of the Federal Employees Retirement System's Government 

Securities Investment fund (the "G:·Fund") and the Civil Service Retirement and Disability Fund 


, '(the "CSRDF") provide the Secretary wjth special authority when there is,a debt limit impasse. , , 
This authority allows Treasury ,not to reinvest securities in the G~Fund fully,and to redeem a , 

, portion of the' secUIities held', by ,the CSRDF,'·' " "" , 

The laws provide complete restoration orany interest lost to the twofumls~sothere, 
will be no bann to any fund beneficiaries. That is because the statutes provide for " ' 
automatic restoration of lost earnings to both the,G-Fund .and the CSRDF.' Treasury's 
actions today do pot affeet the principal ofeither the G-Fund ortheCSRDF. " '> 

.' . . -	 .' '. 

:"', The ~ctions today create room under the debt limit, enabling Treasury to borrow funds , 
,	to pay its obligations. , Secretary Rubin took two actions tOday; noL fully reinvesting securities ' 

in the G-Fund and redeeming a portion of the securities held by theCSRDF. These actions have' 

created ,borrowing room of approximately $61 billion, which should be sufficient to finance ,,' 

,government operationsuntillate December. 	 ", , 

, ", As a re~ult~.f these actions, Treasury was ableto issue $57.5 biilion ofcash management 

bills today, The proceeds were used to repay maturing securltiesand to pay interesfon ' 

outstanding securiti~;!s. Tomorrow, Treasury will issue approximately $48 billion 0£13-, 26- ,and 

52-week bills to repay maturing securities and to pay otherobligatioris. ' ' 


, 	 , 

The securities TreaSUry has issued tOday 4Uldwlu issue tomorrow hive been and will be 

,used,in part, to redeem approximately $77 billion of maturing securities. The repayment of 

, those maturing securities created debt limit room. The 3- andlO-year notes Treasurywillissue 

, next week will be used to redeem some of the·cash management bills issued today; so that no ".' 

additional debt limit room will be needed. ,'.. . 	 , . , . 

,RR--714 
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.' ..' Fedehd Trust Funds and Treasury's Debt Mana~ement AuthoritieS 

Cash received by the Treasury for the accpunts ofgovernment trust funds is 
· ordinarily invested on' behalf of such funds in"special" nonmarketable treasury securities that 

.. bear interest at rates equivalent to marketable Treasury securities of ,comparable maturities. . 
'. The amount of Treasury "'specials" outstanding counts against the statutory debt limit in the 
.sa..me way as. ordinary marke~ble securities. . ' . 

. As a generalrule,'~urities held for the trustflmds areredeemed, or "disinvested," 
.' 	 only to allow payments.tobe made to trust fund beneficimes, orto pJ.y for trust fund .' 


administrative expe:nses. Such disinvestment involves a two-step process: First, securities 

.held by the fund are redeemed by Treasury, thus creating acredit, or cash balance,· on the 


.. fund's accounts, and lowering the amount of Treasury debt outstanding. Second, Treasury' I 	 . 

· issues newgebttothe publlc for cash. to raise the funds needed for benefit payments~ 

.. ' . Congress ha:s, in the case oftwo specified funds (and no others),' authorized the •.. 
SeCretary of the Tr1e3.sury to "disirivest" securities held by the fund, or to refrain from . 


· teinvestingmatured: securities; for purposes in addition to the paymentof benefits·-
· specifically; for debt management. When such.action is taken there ·is no effect on the 

principal value ofthe assets held in the fund. The action simply converts interest-bearing '. 
securities intononinterest"bearing credit balances. However, in each case the governing law ..' 
has protected the interests of fund beneficiaries by providing foranautoinatic restoration of 

' .. " any interest that is llostor suspended during the' period of disinvestment ornoninvestment. 

, Thus, the interests of trust fund beneficiaries are not affected by such actions. . . 


.,' .. ·;TheactionStake~bY the Secretary on November' IS,' 1995,' to allow the issuance Of." 

". 'more than $105 billion in marketable se<:urities on November 15 and 16, invoked authority 

· conferred upon himin.the·statutes goyeming these two funds. . 

., , . ',. " .. , 	 ., . 

. Otl)er"entltlement" trust 'funds; such as tlleSocial' Security fund; do ~ot contain such 
authorization: to the Secretary'to disinvest for purposes other than to paybenefits to trust fund'. · 
beneficiaries .. ' President Clinton hasstated.that the Secretary is not authorized to use-Social 

',' Sectirityfunds for any· purpose other than. the payment of benefits; and both the Presidentand 

.. SeCretary. Rubin have made dear that no, other use will' be. made of'such funds. 


'. . .' , "..,.. -. . , 

" .... 2 




OPINIONS: DEFAULT IS UNTHINKABLE 

.... '. 	 .... . .. 

·it Asthe~-Treasury Secretary James A . Baker stated in 1985: "It would be an absolute 
disgrace if the United States defaulted for the first time in its over-200 year history. 
Any default will have swift and severe implications .both domestically and .. 
intern~tionally. n 

.. Alan Greenspan, the . Chairman of the Board of Governors of·the Federal Reserve 
System has said, "A failure to mak~ timely payment Of interest and principal on our 
obligations for the first time would put a cloud over oursecurities that would not. 
dissipate for many years." ' . 

• . '. The Treasu:ryBorrowing Advis2ry Committee of the Public' Securities ASSOCIation: has .... 
. '. 	 said;. "If default occurs, the impact on financial markets ... would be significant and . 

likely enduling. Confidence in the country's governanCe -- particularly Ule apility to 
manage its fiscal affairs responsibly--would suffer serious' deterioration andlead to 

.. 	 distress inaJl major financial markets." ... . . ..' 

.. . .. The credit rating: agency, Standard & Poor's, said lastweek,"Everi a short-lived .. 
default on the U.5; government's. direct debt obligations would profoundly impact a 

... 	 broad range of securities' and finand31 market participants." These would include: . 
"corporate and municipal agency debt linked to U.S. securities; pre-refunded 
municipal bonds amounting to $400 billion, debt issued by Government Sponsored . 
Enterprises, and securities collateralized by U.S. obligations: A disruption in U.S. 
governmentdebtpayments also would have major implications for the liquidity of' . 
various financial institutions, money:.market funds, and,govemmentbond funds,"· 

• A major European credit rating agency ,the International Banking Credit Anaiysts', 
warned "thatforeigilinvestors wouldbe likely to view any such default with grave 

. concern even if it proved to be a merely temporary occurrence. . . . A default would 
. lead to a downgrading of the U.-S. credit rating, and this could be expected to endure . 
even if normal debt~rvice were subsequently resumed since it would raise a question 

, .... 
. mark about the United States' future reliability." .. ' 	 . 

:/ .. 

. J .... 



KEY 1995 DEBT LIMIT EVENTS 

• . On June 29, the Conference Report to the Concurrent Budget Resolution instructed . 
'the House Ways and Means Committee and the Senate Finance Committee to include 
in their respective reconciliation bills a debt limit increase of"$600 billion, to $55 
trillion:-:~an ,amount that would accommodate the spending commitments .in either the.· 
President's or the Republicans' budget proposals until the end of fiscalyear 1997. 

• 	 On July 17, Secretary Rubin wrote to the Congressiona.11eadership calling for an 

increase in the debt' limit.·· ... . 


•. 	·onJUlY,26,secretary Rubin wrote to S~natorDole andSpeaker Gingrich urgingthat 
.. , the debt limit and. budget issues be separated .. 

... On,July28, Under Secretary Joh:n D. Hawke, Jr. 'testified before the Senate Finance 
. . Committee()n the debt limit. . 

..• On August 3, Secretary Rubin. and Budget Director Rivlin wrote to 31 Congressmen 
. requesting· timely action on the budget· and de:-coupling ofthe budget and debt limit. 

• ' ••• ' " '".... •••• • • " • • - • < ..: On Septemher 18, SeCretarY Rubin wrote to the Congressional leadership urging 
. action on an increase in the debt limit ,separate from resolution of the budget debate ... 

• 	 , .On Septemb~r 19, the HouseW~ys and Means Committee approved a debt li~i~ 

increase to $.5.5 trillion as apart of its tax bill. . . 


• 	 . On Septemb(~r 30, the Senate Finance· Committee approved a, debt limit increase to· 

$5.5 trillion as part ofits taxbilt.' . . . . . . 


: On OctoberJ7: .• 

.. 	 Treasury announced a cLitinthe October 23 auction of 13-week bills in order· 
to stay under the debt limit on Qctober 3L . . .. 

TreaSUry· suspended issuance ofadditional amounts of Treasury bills 10 Federal·.·'·. 
,Reserve Banks as agents for foreign and international monetary authorities . 

. ("foreign add-ons"). . . ".. 

Treasury suspended the issuance of State and Local Government Series . 
Treasury securities ("SLGS") other than on subscriptions,received by Octob,er 
17... ..... . . 

Secn:tary Rubin wrote to the Congressional leadership describing the actions 
, taken and urging promptaction on an increase in the debt limit. 

.4 . 



• . 	 On October 18: 

Tr~.sury suspended awards of foreign add':ons to Treasury notes sold to the' . 
public.' .' . 

Secretary Rubin wrote to Senator D~le and SPeaker Gingrich . welcoming the 
'. Speaker's suggestion ofa temporary increase..·· . 

• 	 · On October 24, Secretary Rubin wrote to the congreSSi~n~ leadershipto remind 

them of the importance of an increase in the debt limit before November I: .. 


• 	 . .• '. On' October 27, Secretary Rubin wrote to the Congressional leadership to request an' 
. $85 billion temporary increase in the debt limit.·. . . . 

. :. '. On October 31, Secretary Rubin wrote to Senator Dole an'd Speaker Gingrich to warn .' .. 
,of market disruptions ifprompt ~ction was not forthcoming on the debtlimit. . . 

'.. '.. On November 1: 

Secretary Rubin wrote to Senator Dole and Speaker Gingrich to answer certain' '. 
quesbons th~yhad raised abounhe debt limit. . . . . 

· Secretary Rubin met ,with' the. President and the Congressional leadership to .. 
. .. discuss a pOssible temporary increase in the debt limit. .. 

- , " · Treasury called back,approximately $2.4 billion ofTreasufy cash balances. ' .. 
from eight large banks. .... . '. . . 

· . Treasury ~nounc~ a tentative schedule fbr the regular,<!uarterly refunding .. 

• 	 OnNovemb(~r6,Tr~sury Postponed the auctionsof3-:-and lO~year notes that had. 

tentatively- bt~n sche4uled for November 7 and 8, respectively.', '. , 


... OnNovemb(~r'7, Under SecretaryHawk~ap~edbefo~ethe House Ways 'and'· " 

·Means Committee during the· mark-up of a bill to increase the debt : limit: , ' . 


·.. On November 8, Treasury postponed the auction of 52-~~k bills that had tentatively'" 
'been scheduled for November 9. .... . 

• 	 '. On November 12, Congress fo~arded legislation to the President that, among other' '. 
· things, authorized atemporary ,increaseirithedebt limit, but has "unacceptable" . 
· conditions attached. Secretary Rubin caHed . the legislation Ita. shmtcut. to default. It . 

5 



,,, 


1995 ACTIONS TAKEN BY TREASURY TO PROTECT THE AMERICAN PEOPLE 
. , . . . . . . . 	 . ; 

, ". . Treasury hasminimiz~ the' impact and the cost ofthe debt limit impasse on the 
American people.. ". 	 ..' 

• 	 On October..3 1; Treasury and the Internal Revenue Service issued guidance td state . 
. and local government entities that had already issued refunding bonds on how to 
· preserve the: tax-exempt status of suchbonds given the suspension of SLGS issuance. 

. . '. 	 . . . 

. • On'NovemberlO, Treasury mailed notices to.approximately23,OOO investors wh'o . 
hold Treasury securities through the TREASURY DIRECTsystem. Theseinvestors 
hold securities coming due this week and h~ve given standing instructions to roll . . 

..' their investments over into new similar securities. The notice warned such holders 
that they may not be able to roll their investments and offered them options; 
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DEPARTMENT OF THE TREASURY 
, WASHINGTQN, D.C. 20220 , 

,'November 21, '1995 
INFORMATION 

MEMORANDUM lmR SECRETARY RUBIN ~ , 

THR.OUGH:John D. Hawke, Jr.~\ , " 

Under Secretaryfot] Domestic Finance 


FROM: ' Darcy BradbUryW 

Deputy Assistant Secretary 

.Federal Finance 


, . '. " . ." 

Roger L.' Anderson tl..6-'" , 
Senior Advisor, ' 

SUBJECT: ' , Debt ' Limit Scenario ' 

We have updated our l~test ·~cenari~to ,give estimates of 1) when 
,various actions would have' to be taken both to stay under the 
, debt limit imd to maintain adequate cash balances and 2) how long'

such' actions would take us. ' " ' , , ' 

"These' estimates ,are 'based ontheassumptioris 'in ,the,'dailY, 
,cashflowand show adjustments only when the a,ssumptions differ~ 

.'. ' . '" . 

The estiinatE~s, of course, vary daily. 
. I '. 

ATTACHMENT: Tab 1: Debt Limit .scenario 

,'.\, : 

• C L 0 S'E H 0' L D 

EXEcutiVE SECRFfARJAJ ' 



" DRAFT-November 21, 1995
, INTERNAL US:!!: ONLY 

Scenario ill 

(Assumes no temporary) 


, .' October 17 "'-Announce cut in 10/23 bill auction to $6.0 billion 
, , , 

'-Stispendsale offoreign add~ons 

-Suspend sale of SLGS 


November I' ,,:,Anilourice quarterly refunding, 


November 2.,.8 " -Call in compensating balances 


· " November 3 '. ,-Issue $14.0 billion cash management bills 

':'$8:0 billion maturing' 1125 ' 

.,.$6:0 billion maturing 12/21 ' ' 


, , , 

"November 6 -:Postponeauctions of3- and 10-year n~tes 
".' .": 

, 'November 8 , -Postpone auction of 52-week bills 

".'" November 15 ' -Issue $57.5 billi~n cash rria~agementbills 
, , -$31.5 billion ~aturing 11124 • 

-$26.0 billion maturing 12/21 , 

"-Begin n~treinvestingG-Fund fully 

, -Begin redeeming up to, $39:8 billion securities fromCSRF " 
(amount equal to 12months', benefits payments) 

November24 " ", -Redeem $31. 5 billion cash managem~ritbills 
-: ' 

• -Issue 3 and 10-year notes " 
, , , 

November29 ' -Announce $20. obillion ~" 
, ' 

,'November 30, 

,December I ' -Issue$2~;.0 billion cashll1anagement bills' 

,:'$10.0 billion maturing 12114 ' 

',:'$10.0 billion maturing 12128 


-Auction $20.0 billi~n cash mamigement bills 
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INTERNAL USE ONLY 

December 14 . -R~deem $10.0 billion cash management bills. 

. '. 

December 21 . ...Redeem $32.0 billion cash manageme~t bill~ 

-No'ticeto Congress of upcoming noninvestmeniof CSRF 
.. interest payment .ct:5 . .' . \ '. . . 

-Red~em $1O.0billion cash management bills. 

December 29 . '-Do notrei~vest $14.5 billion int~rest payment' to CSRF '. 
. . . . 

.... -Announce $10.0. billion cash management bill 

.. ··January 2' .' :'Auctiori $10.0 billion cash management bill.··· 
.. " " . 

January J '-Issue $10.0 billion I5-day cash management bill (1/18 
. maturity) 

January.16 .-Announce cutin 1122 auctionof$6.0 billion. . 

. January 18' ~Redeem $10.0 billion.cash manageIl1entbills • 


" January 22 -Reduce au~tion ofweekly bills by$6.0 billion· .. 

. ". ,'. ' 

Jaiu.1ary '25., . -:Redeem $8.0 billion cash manage~entbilis
. "," ..', 

. :. 

' .. January3! ·-Announce'$25.0billion cash management bills·' 

·.Februaryl .;FFB sells $30.0 billion assets to. trust funds in excha~ge for' 
. Treasury securities; FFB sells Treasuries back fo Treasury for' 

.. ". its own debt; Treasury, retires Treasuries ' 

-:Aucti~n $25'.O. billion cash managementbilis 

. ". .February 2 . .' ':'Issue"$25:0 ~illion cash management bills" 
. , ',.$5.0 billion maturing 2/15 . . 

. -$10.0 billion maturing 2/22 . 
, :-$10;0 billion maturing 2/29 

•. February 15 ·.Swap yen and Il1arks in ESF for dollars' 


;.Disinvest ESF .•. 


http:January.16


' . 

. DRAFT-November 21, 1995
INTERNAL USE ONLY 

-Redeem $5.0 billion cash management bills .. 

... February 22 -Red'eem $10.0 billion cash·management bills 
" '. ". .'. .' . 

February 29 ~Redeem $1 (): 0 billion cash managefl1ent bills 

·March 1 . ~Sell·gold· •. 
'" . ," ' .', . ,'. . 

March 12 . :'Announce cutin 3118 auctIon of $15.obillion .' 
. ,.. - . , . 

·March 18 , ... ~Reduce auCtion of weekly bills by $15 .0 billion ' 
",' ' .. " :" -',. ',.,' .. " 

.. March 19 . -Announce cut in 3/25 auction of$10.0 billion· 


.. March 25 -Reduce auction of weekly bills by $10.0 billion,· 


.-' 

" ,.' 

.'\' 



11/15 
"11116 

11/17 
'11/20 
11/21· 
.11/22 

Cash* '. 
9.8 

17.3 
17.1 

,17.6 
·17.1 

15.2 
11/23 ·15.2 

'11/24· 16.1 
'11/2716.7 

, .11128 17.5 

Scenario III 11/21/95 
. 

Debt*,· 	 . Adjustments , , ·Cash Effect Debt Effect. Adj. cash Adj. debt** DL margin** 
4,929.9 cash mgt bills; dsvst G-Fuhd;redeem CSRF ,.(61.4} 9.8 4,868.5 
4,932'.6 17.3 .. 4,871.2 
4,932.717;1 4,871.3 
4,934.4 
4,935.1 
4,936.5' 
4,936.5 ... ,'. " . '. 
4,937.2crribs mature; issue notes 
4,936.1 ' .', . .,
4,938.8 " . 

111:29 ·.17.24;941:1 
11/30 ' 25.4· '4,956.4 

".' 

" 

17.6.' 4,873.0.. .,. .. 
I I. I 4,873.7 
15.2 4875.1 

J .' .' 

15.2 4,875.1, 
16.1 4,875.8 
16.7 .' 4,874.7 
17;5 4,877.4 
17.2· , 4,879.7 
25.4 4;895.0. 

31.5 
28.8 
28.7 
27.0 . 
26.3 

. 	 24.9 
. ··24.9 

24.2 
25.3 

·22.6 
-20.3 

5.0

. *,11/21/95 forecast 	 **Trustfunds· invested to limit; actual debt at $4.9 trillion 



11/21195 ''. ',Scenario III • 
" 

'Cash* " Debt* " " ',Adjustments Cash 'Effect Debt Effect " ,Adj. cash Adj. debt" DL margin*~ 
, ,12/t 17.2 4,956.2 cash mgt bills 17.2 '4,894:8 5.2, 
" 12/4 16.2 4,956:,6' ' , 16.2 4,895.2 ' 4.8 

'12/5 ' 13.0 4,957.6 ' 13.0 4,896.2 ' 3:8 
12/611,3 4,954.2 11.3', 4,892.8 7;2' , 
12/7, ,12~8 4.950.7 ' " , 12.8 4,889.3 '10.7 

'12/1312.0 4,952.8, 12.0 4,891.4 8.6 
12/11 ' '13.34,953.4 13.3 '4,892.0 8.0 
12/1213.7 4,955.5, ,13] 4,894.1 ' 5.9 
12/1313~ 7, 4,956.8' 13.74,895.4 4.6 

, 12114" 7.6 4,949.7 crnb matures' ' 7.6 4,888.3 11.7 
12/1513.0,' 4;948.6 ' , 13.0 4,887.2 12.13 

,12/18 ,39,1" 4,948:1;" 39.1 4,886.713.3 
12/19 42.8,4,949.1 42.8' 4;881.7 ' 12,3 

, 12/20, 43.1, 4,950.3 43.1 4,888.9 11.1 
, 12/21 ,,' ,,14.14,921.1 cash mgt bill~mature 14.1 4,859.7 40.3 
, 12/22,' 14.0 4,922.4" 14.0 4,861.0 39.0 

12/2$ ',14~0 4,922.4: 14.0 ' ' 4,861.039.0 
12/2616.1 ,4,923.9 " ' ' , , 16.1 4,862.5 37.5 
12/27 17.9 4,927.1',' ' " ,', " " " 17.9 4,865.7 ' 34.3 
12/28' , ", 10.14,919.6cash mgtbills mature, 10.1 4,858.2 41.8 
12/29' ,,7.9 4,968.5 don't invest CSRF interest (14:5>. '7;9 4,892.6 7..4, 

" 

, 

*11/21/95 forecast **Trust funds invested to limit; actual debt at' $4.9 trillion' 



... ' Scenario III . 11/21/95: 

....: 

. Cash· Debt* .' . Adjustments 	 CaSh Effect DebtEffect . Adj. cash· . Adj .. debt** DL margin*~ 
1/1 7.9 A,968.5 .7.9· ' 4,892.6,. 7.4 
1/2 . 8.3 4,972:0' 8.3 4,896.1 3.9, 
1/3. 7.0 . 4,975.7 cash mgt bill 7.0" 4,899.8... 0.2 ' 
1/4 . .. ' '.' 4.4. 4,974.9' •• . 4.4· 4,899.0 1.0 

... 	 ...1/5 .' . 4.1 4,975.6 . 't; I 4,899.7 0.3 
1/8 5.0 4,972:3' 5.0 ,4,896.4 3.6 
1/9 5.0 4,969.8. 5.0 4,893.9 6.1 

.1/10 ·5.0 4,971.5 5.0, . 4,895.6 ",4.4 
· '. 1/11 6.9 4,973:4 6.9 . '4.897.5 2.5 

. 1/126.0 .4,973.3 . 6.0 . '4,897.4 2.6 
1/15 6.0 . 4,973.3 6.0 4,897.4 '2.6 
1/168.0 4,968.0 8.0 ,·.4,892.1 7.9 

, '1/17. 15:6.4,910.8. ". •. ' . '.15.6 4,894.9 '. 5.1' 
'. 1118.' .. 7.3· 4,962.1 cmb matures",,'. , .7.3 4,886.2 13.8 ' 

· . 1/19 '12.34,964.2 . 12.3 .' 4,888.3 11.7 
.... , 1/22' 18.44,966:1 18.4 . 4,890.2 9.8 

. 1/23 . 22.5 .4,968,8. 22.5 4,892.9 7.1 
. 1/24 22.84,970.2" . . . , 

'\. 
22.8 4,894.3 ' . 5'.7 

1/25 .' 24,6 4,971.5 cmbs.mature; reduce bill 8ucti<m (6.0) (6.0) 18.6 4,.889.6 ' 10.4 
1/26 23.8 4,972.8' , 17.8 4,890.9 9.1 

.' 	 1/29 25.1 . 4,975.1 19.1 . 4,893.2 6.8 
1/30 25.6 4,977.3 ,19.6 4,895.4, ' 4.6." 
1/31 . 23':7· 4,9.81.8 '( 17.7 4,899.9 ' 0.1 

/ 

· . *11i21/95 forecast 	 **Trustfundsinvested to limit; actual debt at $4.9 triilion. 	 , .. . 



(, ~ 

, Scenario III 11/21/95 
, 

-Cash* -, bebt* ',.' " " ',',' " Adjustments Cash Effect Debt Effect 'Adj. cash, Adj. debt** DL margin*~ , 
2/1 '20.54,981.1 FFBassetsale ' , , (30.0) , ' '14.5 4,869.2' ,30.8 
, 2/2 ,'4.5 4,973.0 cash mgt bills 25.0' ,25.0 23.5 4,886.1 13,9 

2/5 '204 4,973.0, • 21 A 4,886.1 13.9 
2/6 0.2 "4,973.5 ' ' ',192 4,886.6 '1304 

... ~ '-=' A "'1""\ A, ""'7'2/7 ' '(1.4} 4,971,6' ' 'If.U "+,00'1. { , , '15.3 
2i8 2.5 ,4,969.2 21.5 4,882~3 17.7. 
2/9 (1A)4,968:1 17.6 4,881.2 18:8 
2/12(0.3) 4,971.1, ,18.7, ,4,884.2, 15.8 
2113 " (1:3) 4,972.6 " 

" 

17.7 ' 4,885.7 14.3 
2/14' ,(1.3) 4,~73.T , ,',"',' , " 17.7 .4,886.8: ' 

" 

'13.2 .. 
"Z/15 '(0.7),5,000.5 BigESF; cmb matures (5.0). (25.0) '13.3 4,888.6", ' 1f4 
" 2/16 0.3, 5,001.6 " ' , ' 14.3 4,889.7 ' 10.3 

2/19 ' 0.3 5,001.6' 14.3, '4,889.7 ' 10.3 
2.120 ' ,,3.9 5,001~1', ' 17.9 4,889.2 10.8 

'" 2/21 4.3, 5,005.1' ", ' " " 18.3 ' ' " 4,893.2, 6.8, ' 
2/22 .', " .9.55,012.9 cash mgt billlllatures ' "(10.0) (10.0) " 13.5 4,891,0 9.0,' ' 
2/23, " ,,',8.0 '5,012.8', ' 12.0 ' 4,890.9 ' 9.1 
2/26 8.3 5,014.2 ' 12,3 4,892.;3, ' 7.7 

,2/27' 604 5,018.3 ,10.4 4,896.4" , 3.6 
, , ,2/28 .',,' ,,.' 6.35,020;1 , ,10.3 ' 4,898.2 1.8 

",2/29 ' ,12.3 5,029.6 cmbmatLl(es '" (10,0) , (10;0) '" ' 6,:3 4,897.7 Z.3 

'*11 1'21/95 forecast', , , **Trust funds invested to ,limit; actual debt at $4.9 trillion 



. Scenario III 11;~21/95' 

\ ' 

Cash* . Debt'" AdjListments '. Cash Effect ····.·Debt Effect . Adj. caSh .. Adj. debt*'" DLmargin** 
.·311 (14.1)·S,013.8sellgold 30.0 ..... . .. 

3/4 ... (13.1) 5,015.0 .. . 
3/5·· .. . (17.0) 5,.015;5.· .. 
3/6 ··(18.8) 5,012.5: 

. 3/7 (13.5)5,.01.1.8 
3/~ .·(15.6)5,011.8 . 

.,3/11 (14.4)5,012.8 , 

3/12 :(16.0)5,016; 1 

3/13 ···>(17.6)5,019.2 


. 3/14(1~;9) 5,024.6 
3/15. ... • .. (9,9)· 5,027.t . 
3/18(1.4)5,028.3 . 
3/19 L7 5,029.8 .. 

3/20 ... 1.0 . 5,031<4 ... . . ... . ... ..... 

3/21. 7.8··· 5,038.8 reduce bill auction ·(15.0), (15.0) 


·.. 3/22 .·6.1 5,038.7·· . 

·3/25 . 6.9 5,039.3 


3/26 5.9 5,041.7 

3/27 .. . 4.7 5,044.7 .. .. . 

3/2810.35,052.8 reduce billauction (10.0) (10.0) . 


. . 3/29 • 12:3.5,052.0 ... . 

., 

···9.9 . 4,881.9 ·18.1 
.• 10.9. 4,883.1. ·.16.9 

7 . .0 . 4,883.6 '16.4 
·5.2 4,880,6 . 19.4 

.;..,..,..,. A 0"-,00
I U.O '"T,"'" v 20.1· 

.•• 8.4 .... 4,879.9 20.1· 
9.6.· 4,880.9 19.1 

·8;0· . 4,884.2 15.8 
·6.4 4,887.3 .12.7' 
10.1· • 4.,892.7 . 7.3 
14.1 ·4,895.2· 4.8 
22.6 4,896.4 .. 3.6 
25.7 4,897.9. 2.1 
25.0 4,899.5· . 0.5 
16.8 . 4,891.9 8.1 
·15.1 4,891.8· . 8.2 
15.9 ··4,892.4 7.6 .. 
14.9 4,894.8 5.2 
13.7 4,897.8 2.2 . 
9:3 4.895.9 . 4.1 

··11.3 4,895.1 4.9 

*11121/95 forecast . "'*Trust funds invested to limit; actual .debt at $4.9 trillion 
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WASHINGTON, D.C. 202,2.0 

December 15; 1995. 

INFORMATION 

MEMORANDUM: l~OR 	 SECRETARY RUBIN ~' ", 

THR0t1GH:J.ohn D., Hawke, Jr., \ ,',', 
Under Secretary f' 'Domestic Finance' 

,( 

FROM:' 	 Darcy' Bradbury .'. ~:.. _ 
Deputy Assistant secretary 
Federal Finapce , 

\. 

Roger L. •Anderson 2. L fl ' 
Senior Advisor ' 

SUBJECT: . 	 ,Debt Limit Scenario 

,We have updutedour'latest ,scenario t.ogive estimates'of l)'when 
various' actions ,would have to be, t,aken both' to stay under. the 

.,', debt limit Clnd to maintain adfi:!quate cash bala,nces and 2 ) how long 
'such, act.ionf:; would,' take us. 

, ",' 
, . 

Ifitis fair to assume that the $7 billion investment byHHS 
that DonCh:Loci6mentioned w1.llnotget maqe until a 
'reconcilia:tion bill' ,is signed, we would have enough additional 
. cushion that we would not have to use the ESF1inJanuaryand , 
WOUld, not ru~ed' to sell· as many FFBassets in February.. . - . 	 . . . '. 

Thes,e· ~stimates .are: based on the,' assumptions in the daily. , 
cashflowand show adjustments only when the assumptions differ .. 

The 'e~timates~ of course, vary daily.· ", " 

, ,I" 

'ATTACHHENT:Tabl: Debt Limit Scenariq 

'; ... ' 
.. " 

'I 

1 • 




.. 

" ' 

,'Scenario III ' " 12115/95 

; Cash* 'Debt* , Adjustments , "Cash Effect, DebtEffect 'Adj.cash ' Adj. debt.. DLmargin**' 
12/1' '18.14,957.9 ,. 18.1' 4,896.5 ,:3.5 
12/417.2 4,958.2 17.2, 4,896.8 ,3.2 
12/513,4 4,959.6 13.4 "4,8982'. 1,8 
12/6 ,',11.4' 4,956.5 11.4' 4,895.1 4.9 

1 ~ -7' 'AQOn g t"I ..," 12/7 ,13.7 ,4,952.2 , ,-~, """'I',vvv.v v.L . 

, 12/8, "13.6 4;953.4 13.6 " '4,892.0' 8.0 .... .' 

, ,12/1'1 "15.4 4,954.9 " ,15.4 , 4,893.5 6.5 " 
'12/12 16.44,957.4 16.4," 4,896.0 4.0 

12/13', ,15.2 '4,959.3 15.2 , ' 4,897.9 "'" 2.1 
", 12/14 .8.6:4,951.7 "'8.6' 4,890.3, ' 9.7 

12/15 ',14.0 4,950.6 '14.0 4,8892 '10.8 
12/18 ,'40.1',·4,95<l 1. 40.1 4,888.7 . 11.3 

" 12/19 " 43.8 4,951.1 43.8 4,889.7 10.3 
" 12i2() ',,' ,44,1 4,952:3', 44.1 4,890.9 ' ,9.1 
12/21 ' 15.1 4,923. t ,'~ 15.1 ,4,861.7 38.3 

12/2215.0 4,924.4 ' 1.5:0' ,,' 4,8.63.0' 37.0 


,".'12/25, ,15.0' 4,924.4' 15.0 ,4,863:0 '37.0 

'12/2617.14,925.9 ",17.1," 4,864,5 35.5, ' 

12127 ,'J8.9 4,9~m.1 "18.9 '.,4,867.7 32.3 
12/28 11.1 4,921,6 , .'" , .1' ',4,860.2 , 39.8 
12/29.. ','8:9" 4i 970,5don't inves{CSRFinterest ' '8.9' 4,894.6 5.4 

" , 

. 

, , , 

, *12/14 fore~st **Trust funds invested to limit; actual debt at '$4.9 trillion 
,( 



1 

Scenario III ' 	 12115/95
'. 

" 

, Cash'" '. . Debt* Adjustments Cash Effect Debt Effect Adj. cash ,Adj.debt*'" DL' margin'"'" 
111 " 8:9" 4,970.5 ,.' ' .8.9< . '4,894.6 '504' . 
1/2," 9.3.,4,974.0 ," .' .. 9.3 4,898.11.9 
1/38.0 A,977.7 HttleESF 

.' 
, (3';0). '8.0· 4,898.8 ·1.2 . 

. 1/4.· .. ',' .' ' , ,.5A 4,976,9 ". 5,44,898:0 2.0 . 
." " t: .. A. n~t"\ ....,,I=; 1 .d Q77 I:::115 "'. r . -Tt,Wf ,._ 	 iJ. , <+,0::10.1. , 1.3 

1/8 " 6:0, 4,974.3 reinveslESF '3.0 ,., 6.0 ' .A,898.4 . 1.6 

. '1/9 ,6~0 4,971.8 ". ' ' . 6.0 4,895:9' , 4.1 


11.10 '6:0. 4,973.5 ... 6.0 '4,897,6 2.4 
1/11 7.94,975.4 7.9 ··4,899.5 '0.5 ' 

'·1/12 7.0 4,975.3 ," 
';'. 

7.0 .' 4;899.4 0.6 .,' 
.' 1/15, ,.7.0 " 4.975.3 7.0 4,899.4 . 0.6 

. ',1/16, ' " 9.0 4,970.0 " 9.0.' 4,894.1 . 5:9 . 
1/1716.'6' 4.972.8 , 16.6 . 4,896.9 3.1 
1/18 '8.3 4.962.8. 8.3 4,886.9 13.1 

',1/19" 13.34,964.9", .. , . 13.34,889.0 " 11.0' 

" 1/22 19.4 4.966.8 , 19.4 '4,890.9 . 9.1 

"1/23,' '.23.5 4,969.5 ,23.5 , 4,893.6 6.4 

. 1124 	 '23.8.4,970.9 23.8 4,895.0 ' 5.0 

.1/25. '22,6 4,969.2 reduce bill auction " (5.0) (5.0) , '. 17.6' 4,888.3 11.7 

1/26 21.8 4,970.5 .' , 16.8 '4,889.6 10.4 

1/29 .23.14,972.8 . 18.1 "4,891.9 8.1 

1/30, , 23.6 ". 4,Q75.0. '18.6 '4,894.1 5.9 


.:..'"1131· 21.7' 4,979.5 ,,', 	 16.7 "4,898.6 1.4' 

*12/14 forecast 	 , **Trust funds, invested to limit; actual (jebt at $4.9 trillion 



, Scenario 'III' 12/15/95 ' 

'" Cash·, ,Debt· , Adjustments ' ,.cash Effect'· Debt Effect Adj. cash Adj; debt·~ DL margin·· 
2/1 13.1 4,973.4 8.1 4,892.5 7.5 
2/2 (2~9) '4,965.3 redeem2 months' CSRDF;cmbs .19.0 '12.6 ' 11. t 4,897.0 3.0 
2/5 (5.0) 4,965.3 ,', 9.0 4,897.03.0 
2/6 '(7.2) 4,965.8 6.8 ' 4,897.5 2.5 . 

, 217' , {R R\ .d QR~ Q t:.') A, A 
....,.~ 4,895.5 "t."t 

2/8 ,', (4.9) 4,961.5 9.1 4,893.2 6.8 
2/9, • (8.8).4,960.4 5.2 ' 4,892.1 },9 
2/12 (7.7)"4,963.4 , 6.3 4,895.1 4.9 

, 2/13" (8.7) 4;964.9 5.3 4,896.6 3.4 
2/14 . (8.7) A,966.0 6.3 4,897.7 2.3 
2/15 (8.1) 4,992:8 Bi9.ESF (20): FFSasset sale (10) (30.0) 5.9 4,894;5 5:5 

(7.1r~4,993.9 '", " ' . 

\-·-1· ',---'",:". 

2/16 .. 6.9 4,895.6 4.4 
2/19 (7.1) 4,993.9, 6.9 4,895.6, 4.4' 
2i20 (3.5) 4,993.4 , , '. 10.5 4,895.1 4.9 
2/21 '(3:1) 4,997.4 FFB asset s'ale , (12.0), 10.9 ' 4,887.1 '12:9 
2/22 2.1 5,005.2 cash mgtbill matures. ' (7.0) , (7..0) 9.1 ' 4,887:9, 12.1 
2/23 0.6 ,5,005..1 ' , 7.6 ,4,887.8 12.2 

, 2/26 0.9 5,006.5 7.9 ,4,889.2 10.8 
,2/27 (1.0) 5,010.6 6.0, ,'4,893.3 '6.Y", 

(2/28 ' (1. t) 5,012.4 '5.9, ' 4,895.1 4.9" 
2/';.9 4.9 5,021.9 cnib matures (7.0) (7.0) " 4.9 4,897.6 2.4 

·12/14' forecast ' "Trust funds invested to limit;' actual debt at $4.9 trilliqn, 



, Scenario III 12/15/95 

Cash* '.' Debt* " '" " " Adjustments Cash Effect Debt EffeCt, , Adj. cash Adj. debt" DL margin** ' 
, • 3/1 ,'(21,,5) 5,006.1' sell gold :' ;32.0;10.5, 4,881.8' 18.2 

3/4 ,(20.5) 5,007.3 11.5 4,883;0' ' 17.0 ' ,,' 
3/5, '(24.4) 5,007.8 7.6 ,4,883.5 16.5 
3/6, (26.2) ,5,004.8 ,5.8 4,880.5 ' , 19.5 

'Ai,'" ,:. ~ 8"""'·3/7(20.9)5,004,1 11-' I 4, 1'tJ.fj '20.2 
3/8, ,'(23.0) 5,004.1 9.0 ' 4,879.8 20.2 
3/11 ' ,(21.'8)' 5;005. 1 ' 10'.2 '4,880'.8 19.2 ' 

"3/12 ,(23.4) 5,0'08.4 , 8.6 " " ,4,884.1 " 15.9 
3/13 "," (25.0) 5,0115 ."" ,,', '. ' 7.0 4,887.2 ' , 12.8 ' 
3/14 '. (21.3) 5,0'16,9 reduce bill auction'·" (2.0) ,,', " " ,(2.0) 8.7' ,4,890.6, 9.4 " 
3/15" (17.3r5,O'19.4 . ' 12,7 4,893.1 6.9" 
,3/18 ' (8.8) '5,020.6 " , , 21.2" '4,894.3'",'" 5;7 
3/19(5.7) 5,0'22.1 . 

" 
24.3 ' ,4,895.8' '4.2 C' 

3/20' . (6.4) 5,023:7" 23.6 4,897.4 2.6 
.3/21 0.4· 5,0'31.1 reduce billauctibn ,~,(15.0), ',(15.0) ',' 15.4 , 4,889.8 10.2 
3/22 ' (1.3)5,0'31,0 " ' 13.7 ,4,889}" ,,10'.3 
3/25 ' '(O.S) 5 j 031.6 14.5:,' 4,890'.3 " 9:7 ' 

,,' 3/26, {1.5} 5;0':34.0 13.5 4,892.7' , 7.3, 
3/27 ,(2.7(5,037;0 , , '12.3 ,'4,895.7' 4.3 
3/28 ' '2.95,045.1 reduce bill auction , (6.0)" ,', (6.0) 11.94,897.8 ' 2.2 ' 
3/29,' '4.9 5,0'44.3" 13.9 4,897.0 3.0 

<" 

" " 

.,< . 

" , , ; * 12/14 foreCCist' , *,*Trust funds invested to limit; actual debt at $4.9 .trillion 
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TREASURY CLEARANCE SHEET N<? 12/5/95
Date· __-:--___ 

ME.'HORANDUM FOR: ~~ECRETARYO DEPUTY SECRETARY oEXECUTIVE SECRETARY , 
- 0 ACfION , 0 BRIEFING , 0 INFORMATION 0 ' 

o PRESS RELEASE 0 PUBLICATION '0REGULATION· 0 SPEECH 
oTESTIMONY , , 0 CYI'HER _-.-_____ 

FROM: ._____D~a~r79-Y~B~r-a~d~b-U~r-y---(D~A-S~,~r_~~~~~--~~~----~--~ 
THROUGH:~~~~~~~~~~~_~~~~~_______~~__-:--___ 

··SUBJECT: 
--~---------:-------------:--~~-----:--~---:----~~~~ 

REVIEW OFFICES (Check when office clears. 

D Under Secretary Cor Firumce . 0 EDlOl'cemeat ' D Policy Mailqemeat 
,,0 Domeiltic Firumce ·DATF o Schedtilliig
D Economic Policy DCuatolDll D Public Affa.i.railJa.iaOa r
.0 F'lSc81 .. , , D FLETC o Tax Policy, . 

D FMfS··.<. . . D Secret Senice. '" o Treaaurer ' 
.. D Public Debt D Geaend Couuel ' DE&P 

o lupeetor Geaend '0 Mhat
'b Under Secretary for i~teraatioDa1 Affairs DIRS . . D SaviDp Boud.. .,. 

D.lnternlltional,Affairs ' D Lepdative Alf. . o Other __-...,..____D Mllll4lemeat ' 
DOCC' . 

INA,MEIPleaseTypel 

INITIATOR(S) 

INITIAL DA,TE OFFICE TEL. NO., ' 

R.Anderson'· Federal Finance .2-2.640 

REVIEWERS· 

:: ..... 

'. " 

\ 

". 

SPECIAL INSTRUCT1.ONS ,. 

, ..." 

Date'Date·0 Review OWcer 



, . 

TREASURY CLEARANCE, SHEET . NO. 12 /5/~5

Dau ____________ 

~t&"IORA.NnUM ·FOEl; "~iSECRETAR~ oDEPUTY SECRETARY" 0 EXECUTM:SECREI'ARY 
. ,- ',' 0 ACfION 0 BRIEFING' '0 INFORMATION 0 LEGISLATION ' 

o PRESS RELEASE 0 PUBUCATION 0 REGULATION, '.0 SPEECH 
. 0 TESTIMONY, '. ,.., , ..' . O:OI'HER _~'_'.....,----:-,-_~_ 
' Darcy' Bradbury (DAS Federal F' nance)

FROM: . '------:--:::--.,.--:---"r'V~___:'_:::rl__:_::::~_:_-~----:....-'---.....,.--.....: 
, THROU(]H:~~~~~~~~~~~__~~~~~~~__~~~______ 
SUBJECT:~_~__~_______________~___~_______-,---__ 

REVIEW OFFICES (Check when office clearsl " . . , 

. 

, 
o Under SC!CJ'etary lot' Finance 

0 Domestic Finuce' 
o ECODClmiC Policy' ' 

, 0 Fisca.l ' 
OFMS 
'0 Public Dflit 

. . :. ," . 
, 

( 

, 

. . 

oEDfan:.meat 
oATF 
oCuaioma 
o FLETC 

, 0 Secret Senic:e 
o often) CoaD.Ml 

',0' Iupeciol' Geaen! 

. 0 PoUcy'MA.nqmieat 
, '0 Scheduling 
o PubUcAlfainiLiaiaoa 
. 0 Tax Policy , 
o,Treuuru 

oE&P 
OMbit 

.' 

. "oUnder Secretary lor Interuationa.l Allain, 
. 0 International Allairs ' 

. ',,0 IRS 
0,LetPaJ.ative Alf" ' . 

'. 0 Mulagm-t, ' 

·0 Saviq8,Boada. 

OOt.b..__~___ 
ooce 

INITIAL' ',DATE' , OFFICE 'TEL NO.,'.1 NAME I Please. Type I , 

INITIATORIS) 

IZ-II S'H. Anderson' Federal·,Firicinc~ '2"':2640 

REVIEWERS 

.. ',' 

,'" 

"' .. 

SPECIAl.. INSTRUCTIONS; , 
( 

, Date Date ", 



" . 

. " (' {c..-'-:;, C ;'·j("L-0' 

',DEPARTMENTOFTHE TREASURY f&/!5~ AJc/,,', ' 
WASHINGTON, 

January 5",}_996 
INFORMATION,ASSISTANT SECRETARY 

, MEMORANDUM FOR, SECRETARY RUBIN, , '~' ,',' , 

THROUGH: ,John D. Hawke, Jr. 
Under Secretary' foDomestic Finance 

FROM: ,', DarCYBradbUry~ " /' 
I, Assistant Secretary 

. Financial' Markets 

. RogeiL., Anderson . j2c lT 
, s'enior Advisor ' 
Federal Finance 

SUBJECT: , Extraordinary Actions 

We have prE!pared the attached chart that, shows 90W much of the 
,debt limit room ,created on November 15 ,has' been used each day 
, since ,then~" 

ATTACHMENT: ,Tab 1: 'Chart 

- ' 

, ' , 

EXECUTIVE SECRETARfAT' 



•••••• ••• •• •••• • •••••••••••••• 

. " 

,.(\ Adj ustments of Trust Fund I hvestments * . . 
...\ .' . ($ Billions)' . 
t.;) 

..

l'.1 

·V} 70170 . 
G 

. ....J 

\.J Disinvestment Authority', " 
60 .60 

5050 

.....
.. ' ... . . -:-140 .'40 '< 

'TotalUninvested 
-.:.1' 30.30 .

20 .~ 20 

. . I . 

10'-j·'! 1.1 I ·,·!-.!·~'i·,·! 1,' (:1,"."" !"", ,.1"",.,., ,1'11:,1-,'", 1 "t""','1.1 10..I I I·' !!"'.I __ 

Nov 15 . Nov 22 , Nov 29 "Dec.06' Dec 13" , Dec 20 Dec 27 ,Jan' 3 . 
. . . 

.• EOxciudesnoninvestment of $14 billioninterestpayment to GSRDFon December29 . 
• 

Office of Market Finance January 5,1996.' 



__ 

NO. ____________~TREASURY CLEARANCE SHEET . . ' . 
Date 1/5/95 

i\1EMORk'lDUM FOR: 9SECRETARY 0 DEPUTY SECRETARY 0 EXECUTIVE SECRETARY 
. '- 0 ACfION. 0 BRIEFING 0 INFORMATION 0 LEGISLATION 

,0 PRESS RELEASE 0 PUBLICATION 0 REGULATION 0 SPEECH 
.0 TESTIMONY 0'ornER _---'-_.---,-_'_____ 

FROM:., _'_~~~:--;:;-=-:"';;;'=';:'~':"::':::::''':';-::.=...f~.;.p:;.._s=-e=-c.::..::.r::::.e-=t::::.a:.:::r...;;v...,.....:(~::..:n:..:.:a=n~c:::..::.i.:::a..:::::l--.:..:M::::a:..:::r~k:..::e:.:t:..::s:..)~ 
,THROUGH: '-'-_______--'--tp-t.'-- '---~_'_______--~_ 

SUBJECT: ,Debt Limi t- Extrao dinary Actions 

REVIEW OFFICES (~heck when office clear~I·, " 

, DUnder Secretary for Finance 
, D Domeutic Finance 
'0 Economic Policy '., 
'0 Fiscal 
"OFMS 

D Public D~bt 
, " 

o Under Secretary for International Affair~ , 
,0 International Affairs 

o EnfOrcement 
OATF, ' 
o Customs 
D FlEI'C 

. . 0 Secret Service 
D General C0UD84!i 

, 0 InspeCtor General 
o IRS 
D Legislative Alfain 
'0 Management 

,OOCC 

, 0 Policy Management 
o Scheduling 

o Public AUairsiLiai80n 
, 0 Tax Policy , 
o Treasurer ' 


OE&P 

o Mint 

D Sa~ngs Bonds 


o Other _________~ 

~~----~~--~-.--~--------------~--~------~------~--------~-----------
INAMEIPieaseTypel INITIAL DATE ,OFFICE TEL. NO.' 


INITIATORISI 

, , 

'. ~ 


, , 


, R. Anderson' Federal nance 2~2640. 

REVIEWERS 

SPECIAL'INSTRUCTIONS , 

'0' Review'Officer Date o E~ecutive Secretary ,Date 


