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passed. Well, I for one have seen the
folly of that route in the past and do
not want to see it repeated here. Our
amendment will prevent that from oc-
curring today and it will prevent Con-
gress from being steamrolled into en-
acting a shortsighted piece of leglsla-
tion.e
@ Mr. SASSER Mr. President, I rise
today to sponsor and express my
strong support for the Long amend-
ment to the social security bill.

This amendment, ably described by
the distinguished Senator from Louisi-

ana, provides that new Federal em-

ployees will not be covered under
social security unless and until legisla-
tion is enacted that would provide new
Federal employees the full protection
of a supplemental civil service retire-
ment system,

This is an eminently fair amend-
ment, Mr. President.

It recognizes the obligation of the
Federal Government to both the social
security system and the civil service
retirement system.

It recognizes the fact that we must
have a solvent social security system
that will meet the need of the 36 mil-
lion Americans who depend on social
security for basic retirement, survlvor.
and disability Benefits.

It also recognizes the fact that we
have a solemn obligation to maintain

the integrity of the civil service retire-

ment system for the more than 1.7
million Federal retirees and survivors
currently receiving benefits, and the
more than 2.9 million Federal workers
that are eligible for civil service retlre-
ment benefits.

This amendment enables the Con-
gress to meet its obligation to social se-
curlty beneﬂciary and civil servant

Now. Mr. President, we have been on:

?l fast track on social securlty legisla-
on.

We have moved on this legislation
with breath-taking speed. The Nation-
al Commission on Social Security
made its final recommendations to the
Congress on January 20, 1983. The
House Ways and Means Committee re-
ported this legislation on March 4,
1983, and it was passed by the House
on March 9, 1983.

And here in the Senate we are on
this legislation less than 2 months
after its introduction.

I do not quarrel with the speed with
which we are considering this legisla-
tion. We must have a social security
bill in place so that social security
checks can continue to be mailed in
July of 1883 to social security recipi-
ents.

But it is a fact of legislative life that
whenever this Congress moves a major
bill on a fast track, there are bound to
be flaws in that legislation.

That certainly is the case with H.R.
1900, as amended.

Unfortunately, the House of Repre-
sentatives did not choose to have a fair
and open debate about the issue of the
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coverage of Federal employees under
social security.

A number of Congressmen implored
the House Rules Committee for a rule
that would permit an amendment
dealing with the issue of coverage of
new Federal employees under social
security.

That proposed rule was denied, and
the House of Representatives was not
able to debate this issue in its consid-
eration of the Social Secnrity Act
Amendments of 1983. -

Fortunately, Mr. President, we are
able to rectify this event and consider

a suitable amendment to deal with

this issue.

And In that regard, I commend Sen-
ator LonG for bringing this amend-
ment before the Senate Finance Com-
mittee and before the full Senate
today. .

Mr. President, I support this amend-
ment for several reasons. .

First, there is a matter o! basic .

equity. Federal civil servants are right-
ly concerned that coverage of new

Federal employees may eventually un-

dermine the fiscal integrity of the cur-
rent civil service retirement system.

Without new Federal employees
making & full contribution to the eivil
service retirement system, it is- esti-
mated that the fiscal loss to the Feder-
al retirement aystem will amount to
some $640 billion by the year 2022.

In essence, passage of :the current
legislation without the Long amend-
ment - could result in  back-door de-
struction of the ecivil aerv!ce retire-
ment system. -

That is not fair, Mr. President.

I believe that one of the major at-
tractions to Federal service is the civil
service retirement system. We have
had a civil service retirement system
for some 63 years. And the civil service
retirement system has prompted

. many, many fine people to come into

Federal service.

And I can say that from personal ex-
perience, Mr. President, because my
father was a dedicated civil servant.

We must not break faith with the
Federal employee and undermine the-
civil service retirement system.

A second reason for my support of
the Long amendment, Mr. President,
is the fact that I believe we do not
have the full facts of the fiscal impact
of the coverage of new Federal em-
ployees on social security financing.

For example, when the Social Secu-
rity Commission first broached the
recommendation for the coverage of
new Federal employees under social
security, they suggested that it would
add some $21 billion to the social secu-
rity funds between 1984 and 1988.
Later, in testimony before the Con-
gress, Chairman Alan Greenspan re-
vised that estimate downward to some
$12.5 billion, and independent analysis
of this problem notes that the funds
transferred into the social security
system would only be some $5.3 billion
during that period.

S 3717

If that is the case, Mr. President, the
fiscal benefits of covering new Federal
employees under the social security
system has been oversold. Indeed, if
the savings have been 80 overstated,
we could have adopted other alterna-
tives—such as paying for the adminis-

. trative costs of .the soecial security

system out of general revenue for in-
fussing additional revenues into the
social security system.

We have not had a full debate over .
the real savings of including new Fed-
eral employees into the social security
system, and that is another reason for
not going forward with the proposal to
cover new Federal employees under
social security.

Finally, Mr. President, I support the
adoption of the Long amendment be-
cause as it stands now, in January
1984, new Federal employees will be
subject to a retirement contribution of
nearly 14 percent, because they will be
covered by both social security and a
civil service retirement system.

That is & fiscal burden which is far
too great for Federal workers. It will
most, definite]ly make it more and more
difficult to attract qualified workers
into the Federal service. As a result all
Federal services will suffer as the Con-
gress further deliberates changes to
the civil service retirement system.

Mr. President, we are on a fast track
with social security legislation. But in’
this process we are proceeding to make
major changes in the civil service re-
tirement system which have not been
the subject of extensive deliberations
by the U.8. Congress.

Once again we are giving short shrift
to the Federal employee. And lest we
forget, the Federal employee serves us
all. They are the ones that mail the
social security checks every month.
They are the ones that maintain our
national parks and forests. They are
the ones that investigate and control
communicable diseases. Indeed, Feder-
al employees provide essential serviees
that touch practically every facet of
our lives, each and every day.

The Long amendment simply as-
sures that we provide the Federal civil
servant with a fair deal and eventually
develop an iIntegrated retirement
system that does not bankrupt the
civil servant and that retains the basic
integrity of the civil service retirement
system.

Mr. DrCONCINI. Mr. President,
during the past 2 years this adminis-
tration has conducted a sustained cam-
paign against Federal employees. In
1981, the Reagan administration suc-
cessfully eliminated the twice-yearly
COLA. In 1982, the Reagan adminis-
tration tried to cap COLA's for Feder-
al retirees, but with mixed results. I
opposed both of these moves, and I
continue to be opposed to any efforts
to undermine the integrity of the civil
service retirement system. It i8 incum-
bent upon this Congress to protect the
promised benefits to those who are
now retirees or are presently contrib-
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uting to the civil service retirement

system.

I reluctantly support those provi-
sions of S. 1 which place newly hired
Federal employees under social secu-
rity. And I only do so because of the
national imperative of preserving the
social security system. However, Con-
gress has an obligation to provide new
Federal hires with a supplementary re-
tirement plan before placing them
under the social security system.

Mr. President, I was frankly disap-
pointed that the Social Security Com-
mission itself did not recommend a
specific supplemental plan for new
hires, and that the Finance Commit-

. tee did not insist on such a plan before

bringing this bill to the floor. Howev-
er, I am proud to cosponsor Senator
Long’s amendment to correct this
oversight. The amendment requires
that new hires not be placed under
social security until a supplemental re-
tirement system for new hires is in
place.

Federal employees are hard-working
and dedicated public servants. And, if
we pass this bill without Senator
Long’s amendment, the toll on Federal
employee morale will be enormous. Be-
sides, not to do so would be unfair.

I urge my colleagues to join me in
supporting Senator Lownc’s amend-
ment.

Mr. PELL. Mr. President, I am very
pleased to join my distinguished col-
league Senator L.oNG as cosponsor of
his amendment to defer social security
coverage for newly hired Federal em-
ployees until legislation is enacted by
Congress to provide for a supplemen-
tal civil service program for the affect-

 ed newly hired Federal workers.

In my opinion, the amendment of-
fered by Senator LowmG is reasonable
and absolutely essential for the pro-
tection of both current and newly
hired Federal employees. In  this
regard, it is important to emphasize
that the National Commission on
Social Security, while mandating cov-
erage for newly hired Federal workers,
specifically recommended that these
same employees be afforded the pro-
tection of a supplemental civil service
retirement system. Regrettably, no
such coordinated coverage and protec-
tion fer new Federal emplayees exists
or has been proposed to Congress for
consideration.

Equally important, the amendment
proposed by Senator LoNG will not
alter the essential task of responding
to the critical social security financing
issues addressed by the National Com-
mission on Social Security.

Mr. President, when the President’s
Commission on Social Security recom-
mended social security coverage for
newly hired employees, I had serious
reservations about this proposal, par-
ticularly when considered in connec-
tion with the other major proposals by
the Reagan administration for
changes in Federal workers retirement
system. In my opinion, the sum total
of all these proposals including the re-
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tirement age and contributions to the
system would place an extraordinary
burden on Federal employees.

Taken as & whole, these proposals
including the coverage of newly hired
Pederal employees, would clearly
threaten the future of the civil service
retirement system. That would be a
tragic loss not only to Government
workers, but also to the public which
depends upon qualified Federal work-
ers for essential services.

Mr. President, in view of the admin-
istration’s proposal to dramatically
revise the entire civil service retire-
ment system, and the uncertainty of
any meaningful supplemental retire-
ment coverage for new Federal em-
ployees, I am pleased to join Senator
LonG as cosponsor, and urge my col-
leagues to vote for this amendment.

Mr. LONG. Mr. President, have the
yeas and nays been ordered on the
amendment?

The PRESIDING OFFICER. They
have not.

Mr. LONG. I ask for the yeas and
neays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. LONG. Mr. President, this
amendment does not reach the prob-
lem that prompted me to offer my
amendment and my cosponsors to sup-
port it.

Of these three possibilities we have
facing us, the committee bill, the Ste-
vens substitute, or the Long amend-
ment, only the Long amendment
would link social security eoverage to
the enactment of a supplemental civil
service program. The Stevens substi-
tute makes coverage under social secu-
rity mandatory whether or not a sup-
plemental civil service program has
been enacted, and that is the problem
with it.

Mandating social security coverage
for new Federal employees means that
the Congress will have to modify the
civil service retirement program for
those employees in order to avoid
their paying 14 percent into two pro-
grams with similar protection. Present
Federal employees are apprehensive
that the need to enact a supplemental
civil service program will provide the
administration with an opportunity to
press for its proposals to make sub-
stantial changes in civil service retire-
ment for present employees. That
would not be to the advantage of those
employees. In other words, the pur-
pose of the Long amendment is to seek
to have the supplemental program leg-
islated in a situation of legislative neu-
trality, where there will not be a
Sword of Damocles hanging over the
employees, where they will not be
badly prejudiced when they undertake
to press for a program which they
think is to their best advantage.

The Stevens amendment would ad-
dress that problem because social secu-
rity coverage would be mandated even
if Congress should fail to act on the
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supplemental civil service program. 1
believe, Mr. President, we have demon-
strated by our vote that the majority
of the Senate does feel new Federal
employees should be under social secu-
rity. Those who did not feel that way
had the opportunity to vote that way
and so voted. Those who did feel that
way had the opportunity to vote for it.
Now we have an opportunity to see
how many Senators feel that there
should be social security coverage, who
think it ought to be in a situation of
legislative neutrality where Federal
employees can see what they will get
in return for what they are giving—or
should it be in a situation where they
are prejudiced, because they are going
to be prejudiced under the Stevens
amendment, and they should not be
prejudiced.

I hope the Stevens amendment will
not be agreed to.

Mr. DOLE. Mr. President, the Sena-
tor from Louisiana is correct in saying
that we just demonstrated by a vote of
86 to 12 that Federal employees
should not be exempt. I hope that
message will not be lost on the House
conferees when they go to conference
an this bill. .

I think we might just as well lay it
all out on the table. In the House they
took a lot of heat on whether or not to
do anything about Federal employees,
and they decided to stick with the
Social Security Commission.

Let us face it, they are not too anx-
ious to do that and have the U.S.
Senate say, “Well, that was all right
for the House, but we are in the
United States Senate so we can just
cut the ground out from under them.”
I want the conferees on the House side
te know there was a vote of 86 to 12
not to exempt Federal employees, and
I think we have laid that groundwork.
It was bipartisan. It was what, 7 to 1,
so it is a strong indication of where
the sentiment in the Senate is. I want
my House colleagues to know there is
no backing off in the general sense by
the U.S. Senate.

I happen to believe that the Stevens
amendment is a good idea—I wish I
had thought of it myself—but it is a
good idea, and it does proteet the con-
cerns of Federal employees. Federal
employees do have some legitimate
concerns and they deserve to be pro-
tected. They are hard-working people.

I told some of the Federal employee
leaders that I do not want Republicans
all to stand up and vote against the
Federal employees so that all the
Democrats can vote for the Federal
employees. But if that is the price of
getting a social security package, then
I guess we have to do the best we can.
We have as much interest in Federal
employees as anyone else, and I hope
we have demonstrated that or will
demonstrate that.

I believe the Stevens amendment as
a compromise is a good one. It deals
with the key criticisms leveled by the
opponents of the National Commis-
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sion’s recommendation to cover newly
hired Federal employees. It would deal
with the possible double-taxation
problem beginning in January 1984,
and it would deal with a potential loss
of revenue to the civil service retire-
ment system. -

I am aware that if the committee bill
were enacted as is, and there were no
further congressional action, Federal
employees hired on or after January 1,
1984, would be required to pay both
the current 7 percent contribution to
the civil service retirement fund, and
the social security tax which will be 7
percent under our bill.

I strongly believe that a supplemen-
tal plin can bedeveloped before.the
coverage is extended on January 1,
1984, and I will cooperate in any way
that I can to achieve that end.

However, this provision would assure
future Federal employees that they
will not have to pay both the social se-
curity tax and the civil service retire-
ment contribution in the event the
creation of a supplemental system is
delayed, even if the delay is until Oc-
tober 1, 1985, more than 2% years
from now.

The Senator from Kansas cannot be-
lieve we cannot put together a package
in 2% years, and I know the problem
now. There is an election in 1984, as
the Senator from Alaska pointed out
earlier. But I believe that in 2% years,
as slowly as Congress moves at times,
we can address this problem. I know it
is a very sensitive problem. I know
there are a lot of people on each side
who do not know which way to go, but
Ithinkaphneanbecompietedinz%
years.

The Stevens nnendment also ad-
dresses a concern of many of the crit:
ics who say the civil service retirement
system will go broke when the new
Federal employees are siphoned off to
the social security system. Under this
amendment, if & supplemental retire-
ment system is in place by October 1,
1985, newly hired Federal employees
would receive retroactive credit to the
new system. Likewise, the new supple-
mental system would receive the rev-
enues foregone by having had new
Federal hires temporarily excluded.

On the other hand, if, by October 1,
1985, the new supplemental system
has not been enacted, such retroactive
credit and contributions would be
made to the regular civil service retire-
ment system.

Finally, to those who are concerned
that this amendment could jeopardize
the civil service retirement fund, I
have been informed that the civil serv-
fce retirement fund could continue to
pay benefits for 20 years without any
contributions from new employees. I
am not suggesting that the system
should go without new income, only
that if there is some temporary period
during which new Federal hires are
not contributing to the civil service re-
tirement system, it will not go broke as
alleged by some.

-a Presidential
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I'would say to those who do not like
the Stevens amendment, the Senator
from Kansas would prefer to go with
what we have in the Senate bill and
what we have in the House bill, but
that is not the choice we have. The
Senator from Kansas believes that the
Senator from Louisiana may have a
majority. If he has a majority, then we
have a problem. It may be a problem
we can address in conference, it may
be the end of the social security pack-
age, but we do not know that yet.

8o I would suggest to those who say,
“Well, this goes too far; we shouldn’t
do this much for Federal employees;
they ought to be treated like everyone
else in the system,” I believe the Ste-
vens approach is a moderate approach
to try to solve the problem.

It is going to be fair to new hires
coming into the system, it is going to
be fair to those on the Commission,
fair to the Congress, and others who
have tried to put together this pack-
age. I hope we might adapt the Ste-

vens amendment.

Mr. STEVENS. Mr. President, I
want to emphasize what the Senator,
from Kansas just said. We have had
lengthy discussions with Members of
the House concerning the problems
dealing with the civil service retire-
ment system. We have a tentative
agreement that, instead of looking for

8 future replacement for the current
syﬂem.wewmseoktohiteacomulf

that we will h&
problems studied and it wiube stiudied
on the basis that social security will be
the first portion of a civil servant’s se-
curity for life after he or she leaves
the Federal employment.

The difficulty with that is that we
have no timeframe to work on, no real
compulsion for the Congress to act, or
no reason for the Government em-
ployee organizations to support that
effort if the Long amendment passes.
Because all they need to do is oppose
the creation of a new system for re-
tirement of civil servants and they will
never be included under social secu-
rity, notwithstanding that last vote of
the Senate.

I am at a loss for words to explain
how those of us who have the respon-
sibility to deal with the subject can.
deal with it if the Long aimendment
passes. All you have to do is look at
the statements that are being made by
leaders of those employee organiza-
tions to understand that they will not
support any new system 80 long as
they are assured that they will not be
included under social security until
that new system is enacted.

Mr. President, I urge Members of
the Senate to support this amend-
ment. It will mean that we will work
on a system and have it in place and,
in the meantime, all new employees
who come into the Federal civil service
system will get credit in the new
system without paying into it and they

on to deal with 381V
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will not have to pay for two retirement
systems.

@ Mrs. KASSEBAUM. Mr. President, 1
am pleased to offer my support for the
amendment offered by Senator Stx-
veNS. This amendment addresses what
I believe to be a serious problem with
the bill as written. The bill provides
for social security coverage of Federal
employees hired after December 31,
1983, as recommended by the National
Commission on Social Security
Reform. The Commission and spon-

sors of 8. 1 have assumed that a sup-

plemental pension program will be es-
tablished to assist in meeting the re-
tirement needs of new Fedéral hires.
The bill itself does not, however, es-
tablish such a supplemental pro-
gram—as this effort was deemed to be
outside the scope of the social securlty
financing issue.

Considerable concern has been ex-
pressed about problems which could
occur should a supplemental pension
program not be enacted prior to Janu-
ary 1, 1084. It has been assumed that
new Federal employees would then be
in the position -of paging both social
security and civil service retirement
payroll taxes..Such a. taxload, which
would approach 14 percent of salary
for nearly all new employees, would

. payroll
. financial
burden, but leaves om questlons as
to the adequacy of retirement cover-
md\u'lncthepeﬁodm'h;chnsup-
plemental plan ig being develp,

I support universal cowersge under
social security, as I believe there are a
number of benefits to be derived from
including all workers in a single, porta-
ble retirement system. Universal cov-
erage avoids situations where individ-
uals who work {n both public and pri-
vate jobs during their careers are
under- or over-compensated upon re-
tirement relative to other workers. In-
dividuals who work only a few years in
Federal positions receive little, if any,
civil service retirement benetits, while
their public employment years are
counted as gero-earnings years for pur-
poses of social security. Consequently,
their social security benefits are lower
than those provided workers with the

.same overall career - earnings who

spent their working lMfetimes in the
private sector. On the other hand,
Federal workers who also work for
short periods in private employment
frequently receive social security bene-
fit levels which are disproportionately
high. This is due to the fact that the
social security benefit formula is

‘weighted to favor low-income workers.

In my conversations with Federal
workers about universal ooverage, I
have indicated my support for the con-
cept but have also noted two factors 1
feel are crucial to any legislation in
this area. First, I have emphasized my
strong endorsement of the approach
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taken in this measure, whereby social
security coverage is extended only to
new employees—not to the Federal
work force as a whole. I believe that
attempting to include current workers
would have created complex adminis-
trative problems and could potentially
have jeopardized the value of contri-
butions already made to the Federal
retirement system. Second, I have
stated my commitment to the develop-
ment of a good supplemental pension
program for new employees. Social se-
curity is not, nor was it ever intended
to be, the sole source of an adequate
retirement income. When the program
was created, it was intended to serve as
a supplement to private pensions and
individual savings. Consequently, the
Federal Government as an employer
has the responsibility to provide sup-
plemental pension benefits compara-
ble to those made available by private
employers.

Obviously, it is my hope—and I am
sure the hope of all of us here—that
Congress can develop a supplemental
plan prior to December 31. I intend to
support expeditious action on such a
plan in whatever way I can. Should we
be unable to accomplish this goal,
" however, the amendment now before
us does offer assurance that new Fed-
eral employees will be adequately pro-
tected. The amendment offers credits
to employees hired after December 31
toward whatever supplemetal program
is enacted, retroactive to their date of
hiring. Consequently, if we do not, for
example, enact a8 supplemental plan
until say July 1984, individuals hired
in January would receive 6 months’
worth of credit in the new system.

I wish it were possible tao guarantee
that by some date certain a supple-
mental plan would be in place. Be-
cause there is no mechanism for
making such an assurance, this
amendment represents our best effort
at providing for new Federal employ-
ees without necessitating a delay in
the impiementation of universal cover-

age.

I realize that many would prefer
that social security coverage not be ex-
tended to the Federal work force until
a plan was in place. In concept, I agree
that this is a good approach; but, in
practical effect, I fear it would mean
the eventual abandonment of univer-
sal coverage itself. The amendment
before us offers the advantage of up-
holding the intent of efforts to delay
implementation—to assure supplemen-
tal pension protection of new Federal
hires—without jeopardizing implemen-
tation of universal coverage.

Looking to the future, I hope that
Congress and Federal employees can
work together in a positive manner to
shape a sound, supplemental system.
Universal coverage will be a reality,
and we need to turn our efforts toward
assuring that it operates smoothly.e@

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered.

Mr. LEVIN. Will the Senator yield
for a question?

Mr. STEVENS. Yes.

Mr. LEVIN. Is the opposite point
true, then, that the 12 Senators who
voted for your amendment should
then vote for the Long amendment?

Mr. STEVENS. It is a good point.
The impact of the last amendment
was to demonstrate that the Senate
opposes the basic assumption of the
Long amendment.

Mr. LEVIN. But the 12 Senators who
supported the Stevens amendment
and are opposed to employees coming
under social security should all then
vote for the Long amendment?

Mr. DOLE. If the others vote the
other way, we will take that.

Mr. STEVENS. I thank the Senator
for his rhetoric. I intend to support
my own amendment.

Mr. LEVIN. I beg the Senator’s
pardon?

Mr. STEVENS. I supported the last
one and I support this one. I do not
think they are inconsistent.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Alaska (Mr.
STeEVENS). The yeas and nays have
been ordered and the clerk will call
the roll.

‘The legislative clerk calted the roll.

Mr. MOYNIHAN (when his name
was called). Mr. President, on this vote
I have a live pair with the Senator
from Massachusetts (Mr. KENNEDY). If
he were present and voting, he would
vote “nay.” If I were at liberty to vote,
I would vote “yea.” Therefore, I with-
hold my vote.

Mr. STEVENS. I announce that the
Senator from Florida (Mrs. HAWKINS),
is necessarily absent.

Mr. CRANSTON. I announce that
the Senator from Arizona (Mr. DECON-
cIN1), the Senator from South Caroli-
na (Mr. HorLings), and the Senator
from Massachusetts (Mr. KENNEDY),
are necessarily absent.

The PRESIDING OFFICER (Mr.
CHAFEE). Are there any other Senators
in the Chamber wishing to vote?

The result was announced—yeas 45,
nays 50, as follows: )

{Rollcall Vote No. 48 Leg.]

YEAS-—45
Abdnor Hecht Nickles
Baker Heinz Packwood
Bradley Helms Percy
Chafee Humphrey Quayle
Chiles Jepsen Roth
Cohen Kassebaum Rudman
Danforth Kasten Simpson
Denton Lautenberg Stafford
Dole Laxalt Stevens
Durenberger Lugar Symms
Garn Mathias Thurmond
Gorton Mattingly Tower
Grassley McClure Wallop
Hatch Metzenbaum Weicker
Hatfield Murkowski Wilson

NAYS—-50
Andrews Boschwitz Dixon
Armstrong Bumpers Dodd
Baucus Burdick Domenici
Bentsen Byrd Eagleton
Biden Cochran East
Bingaman Cranston Exon
Boren D’Amato Ford
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Glenn Long Riegle
Goldwater Matsunaga Sarbanes
Hart Melcher Sasser
Heflin Mitchell Specter
Huddleston Nunn Stennis
Inouye Pell Trible
Jackson Pressler Tsongas
Johnston Proxmire ‘Warner
Leahy Pryor Zorinsky
Levin Randolph

PRESENT AND GIVING A LIVE PAIR, AS
PREVIOUSLY RECORDED~-1
Moynihan, against
NOT VOTING—4
DeConcini Hollings
Hawkins Kennedy

So Mr. STevENS’ amendment (UP No.
128) was rejected.

Mr. LONG. Mr. President, I move to
reconsider the vote.

- Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas is recognized.

Mr. DOLE. 1 suggest the absence of
& quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered. The ma-
jority leader is recognized.

Mr. BAKER. Mr. President, I think,
in conferring with the distinguished
Senator from Louisiana, that he is
agreeable to having a voice vote on
this matter and I think we are. There
is no point in taking the time of the
8enate, I believe.

Have the yeas and nays been ordered
on the Long amendment?

The PRESIDING OFFICER. The
yeas and nays have been ordered.

Mr. BAKER. Mr. President, I ask
unanimous consent the yeas and nays
be vacated.

The PRESIDING OFFICER. Is
there objection?

Mr. BAKER. Mr. President, I with-
draw that request.

Mr. President, I renew my request.

The PRESIDING OFFICER. Is
there objection? Hearing none, it is so
ordered.

The question is on agreeing to the
amendment of the Senator from Lou-
isiana.

The amendment (UP No. 126) was
agreed to.

Mr. LONG. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

(Later, the following occurred:)

Mr. BYRD addressed the Chair.

The PRESIDING OFFICER. The
Democratic leader is recognized.

Mr. BYRD. I thank the Chair.

Mr. President, the Senate earlier
today agreed by voice vote to a Long
amendment to include new Federal
employees under social security only
after the Congress enacts a supple-
mental civil service program for those
employees.
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Mr. President, I voted the
two amendments that were offered by
Mr. SrEvENs intending to vote for the
Long amendment. That vote was by
voice vote. .

1 want the REcorp to show that, had
it been by rolleall vote, I would have
voted for the Long amendment. .

I ask unanimous consent that this
statement appear immediately after
the voice vote im the bill, and I ask
unanimous consent that any other
Senators who wish to. make similar
statements be permitted to put in the
Rzcorp such similar statements at
that place akso.

The PRESIDING OFFICER. Is
there objection?

The Chair hears nome, and it is so
ordered.

Mr. BYRD. I thank the Chair. Mr.
President, I want to express the hape
that the conferees on the part of the
Senate stand firm in support of that
amendment in conference.

1 want this statement to appear also
immediately following the voice vote.

The PRESIDING OFFICER. Is
there objection? _

The Chair hears none, and it is so
ordered. .

Several Semators addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Virginia is recognized.

Mr. WARNER. Mz’ President, I
should like to have my name recorded
following the minority leader as ane of
those Senators who would have veted
for the Long amendment. As a caspon-
sor of the Long amendment I would
have voted aye on a roficall vote. I am
pleased that the Semate appraved this
amendment because it provides ‘fair-
ness” to the new public employees. I
urge the Senatar from Kansas to in-
clude this provision fn the final con-
ference repost.

Mr. BYRD. I say for the information
of others who may not have heard my
request, I asked—and the Senate
agreed to my request—that any other
Senators may put similar statements
in the Recoro st that point.

Mr. PRYOR. Mr. President, I should
like to associate
marks of the minority leader and also
add my hopes that our conferees when
they meet with the House of Repre-
sentatives on this issue will adhere to
onrwlshesrelatmwthel.ongmend-
ment. I, too, am & eosponsor, support-

-ed and would have voted for the Long
amendment had it beenx a rolicall vote.
I certainly appreciate the remarks of
the distinguished minority leader on
this point.

Mr. LAUTENBERG. Mr. President,
one of the most controversial and dif-
ficult issues faced by the Semate in Rts
considerstion of the social security
amendments has been the question of
including Pederal employees under the
soclal security system, and the related

of a suppiementary retire-
ment system for them. This kind of
dual coverage is what exists, in most
cases, in the private sector. It has been
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a debate of extreme importance to
Federal employees, who are particular-
ly concerned about the future solven-
cy of the civil service retivement

system.

In approaching this question, two
major considerations were uppermost
in my mind. First was the need to ad-
dress the fiscal crisis faeing the social
security system—one which must be
addressed if benefit checks are to go
out this July and if future benefici-
aries are going to be assared of their
social security benefits in Iater years.
My second coneern wad an absolute
commitment to protect the solvency of
the current Federal emplayee retire-
ment system and provide fer & fair and
affordable retirement package for new
Federal employees.

Mr. President, I the Ste-
vens amendment which retained the

Pederal employees.

failed. With the defeat of this amend-
ment, Mr. President, 1 want to state
my support far Senstor Lowe’s amend-
ment which wifl delay mandatory cov-

havebeenmmdthltvevﬂpu“n
place an appropriate supplemental
system,
before we began the payment into
social security by new civll service em-
ployees.

I strongly endorse the statements
that have just been made by the mi-
nority leader and by the Senator from
Mr. SASSER. Will the Senator from
_ Arkansas yield?

Mr. PRYOR. I will be giad to yield

from Wést Virginia. I was s cosponsor
of the Long amendment. I stromgly
supported that amendment. I am

having this action taken,
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hopeful, Mr. President, and optimistic
that our conferees will stand firm in
support of the Long amendment in the
course of the eonferemce that will
etinnsue following the passage of this
bill.

Mr. RIEGLE. Mr. President, the
Senate earlier today agreed by voice
vote to a Long amendment to inclade
new Federal employees under socfal
security only after the -Congress
enacts a supplemental civil service pro-
gram for those emplayees.

Mr. President, I voted againit the
two amendments that were offered by
Mr. StEvENS intending to vote for the
Long amendment. That vote was by
vaice vote. ’ .

I want the RECORD to show that had
it been by rolicall vete, I would have
voted for the Long amendment.

Mr. LEVIN addressed the Chair.

Mr. FORD. Mr. President, I join my
colleague from West Virginia in sup-
porting the amendment of the Senator
from Louisiana. If a relleall were or-

Mr. HUDDLESTON. Mr. President,
the Senate earlier teday agreed by
veoice vote to a Lomg amendment to in-
clude new Federal employees under
social security only after the Comngress
enacts a supplemental civil service pro-

Mr. President, I voted against the
two amendments that were offered by
Mr. Srevins intending to vote for the
lLong amendment. That vole was by
vaice vote.

1 want the Racons to show that had
, I would have
voted for the Long amendment.

Mr. DOMENICI. Mr. President, Iin-
tended to vote in faver of the amend-
ment by my celleague fyom Louisiana
to assure that a supplementary pen-
sion system be in place before new
Federal employees sre covered by
social security. Had there been a roll-
call recorded vote, I would have voted
in favor of the amendment.

Mr. DOLE addressed the Chalr.

The PRESIDING OFFICER. The
Senator from Kanses.

Mr. DOLE. Mr. President, if I may
have the attention of the Senate, we
have about a half a dozen amend-
ments left, and I am going to encour-
age my colleagues who have those
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amendments to use the minimum
amount to time. We need to get to con-
ference hopefully by 5 o’clock this
afternoon. If we cannot make it by 5
o’clock, we will probably just postpone
the conference until tomorrow.

Mr. BAKER. Mr. President, will the
Senator yield to me?

Mr. DOLE. Yes, I yield.

Mr. STENNIS. Mr. President, we
need order. We need quiet, Mr. Presi-
dent, please.

The PRESIDING OFFICER. May
we have order in the Senate, please.

Mr. BAKER. Will the Senator yield
to me?

Mr. DOLE, Yes, I yield.

Mr. BAKER. Mr. President, the
manager of the bill is absolutely cor-
rect—

The PRESIDING OFFICER. I
wonder if the majority leader will
withhold?

Mr. BAKER. Yes, I withhold.

The PRESIDING OFFICER. May
we have order, please.

Senators will please desist discus-

sions so that we might hear the major-
ity leader. Staff will take their places
on the seats in the rear of the Cham-
ber.

The majority leader is recognized,

Mr. BAKER. I thank the Chair.

Mr. President, the manager of the
bill is absolutely right. It is 3:30 in the
afternoon. The day is rapidly slipping
away from us. If we have any possibil-
ity at all of recessing tomorrow, as I
hope we do, we have to get this bill
out and be prepared to go to confer-
ence yet tonight, if the House is will-
ing to do that. There are not many
amendments left. In all candor, the
major battles have now been fought.

I urge Senators either not to call up
their amendments or to do so prompt-
ly and to consider those cases where ]
voice vote will suffice.

Mr. President, I thank the Senator
for yielding. . :

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas is recognized.

Mr. DOLE. Mr. President, let me say
to my colleagues that I think we all
would like to finish, but some of us are
conferees. We do not want to stay here
until midnight to accommodate Sena-
tors who have statements that can be
put in the RECORD sp that when we go
off to the conference others g0 home
to bed.

If Senators would like to have the
conferees meet this evening, they
should let us try to expedite the proc-
ess. We are well aware of the amend-
ments. We are prepared to accept a
couple of them and try to defeat the
others.

On that basis, I think the Senator
from Montana is ready to offer an
amendment.

Mr. BAUCUS addressed the Chair.

The PRESIDING OFFICER. The
Senator from Montana is recognized.

Mr. BAUCUS. Mr. President, I am
about to offer an amendment that
deals with the withholding provisions
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applying to State and local govern-
ments.
AMENDMENT NO. 6§27
(Purpose: To eliminate the changes made
with respect to the payment schedule for
State and local governments)
Mr. BAUCUS. Mr. President, I call
up printed amendment No. 527.
The PRESIDING OFFICER (Mr.

"STAFFORD). The amendment will be

stated.

The bill clerk read as follows:

The Senator from Montana (Mr. Bavcus)
proposes an amendment numbered 527:

On page 99 of the matter proposed to be

inserted, beginning with line 19, strike out P

all through page 100, line 5.

Redesignate sections 149 through 152 of
the matter proposed to be inserted as sec-
tions 148 through 151, respectively.

Mr. BAUCUS. Mr. President, I ask
for the yeas and nays on the amend-
ment.

The PRESIDING OFFICER (Mr.
STAFFORD). Is there a sufficient
second? There is a sufficient second.

The years and nays were ordered.

Mr. BAUCUS. Mr. President, this
amendment is really quite simple. It is
to repeal a mistake that the commit-
tee made when we considered this
bill—that is, section 148.

Under present law, States are re-
quired to collect social security taxes
withheld by local subdivisions on a
monthly basis. That is, States must
collect within 30 days after the end of
the month, the withholding deposits
of local governments attributable to
the employees they have working for
them. That is the present law.

The committee decided, late one
night, with no discussion, no hearings,
and no examination whatsoever, to ac-
celerate that withholding so that
there would be 13 withholding periods
for the coming fiscal year. This is the
result if we adopt section 148 which
requires that the deposit requirements
of the States and all local govern-
ments be the same as they would be if
they were private employers.

That means that IRS regulations

with respect to withholding of payroll
taxes for private employers would be
applied suddenly to State and local
governments, This means these large
and small government jurisdictions
will face not a monthly withholding
requirement but instead will have to
deposit up to as many as eight times a
month,
"I understand that the committee
would like to find some additional rev-
enue. I think that is probably the
reason why it was adopted by a close
vote in the committee. But the point
is, as I said, that this came up in the
middle of the night. I do not think it
makes sense, and it should not be in
this bill.

The National Commission did not
consider this. The House did not con-
sider it. The Ways and Means Commit-
tee did not consider it. No committee
in Congress in the last several years
has considered it.

I think all of us—at least, most of
us—want to maintain the National
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Commission package. We do not want
to break the package. We do not want
to adopt amendments which will have
the effect of breaking the package
apart. We know the importance of
social security. We know the impor-
tance of the system, and we are doing
what we can, with all due respect and
with credit to all involved, particularly
the Commission members and Mem-
bers of the House and the Senate, to
maintain that package.

We have rejected amendments in
the Senate which probably would
break up the package, and in this body
we have adopted amendments which
do not break up the package. This is
not an amendment which breaks the
package, and, by definition, it could
not be, because it was not part of the
Commission’s package. The Commis-
sion .did not discuss it. -They did not
bay any attention to it; neither has
anyone else, except for the committee
late at night, after just a few mo-
ments’ discussion.

Mr. President, I think there is a
good reason why the Commission did
not consider this. There is a good
reason why no other body considered
it. That reason is that this provision, if
it is kept in the law—section 148—will
create absolute chaos for States and

‘local governments.

First of all, we do not know what the
responsibility of the States is. The
States, if the section stays in the law,
will be held accountable and liable for
the late payments of school boards,
counties, cities—all the municipal ju-
risdictions involved here. They cannot
afford that liability.

More important, it is unclear wheth-
er IRS regulations would apply direct-
ly to States here or whether States,
themselves, could enact regulations
applying to local jurisidictions. It
would be absolute chaos. That is why
States and local governments do not
want section 148 to stay in the bill.
And that is the reason why we should
strike that section.

Mr. President, there is also a good
reason why the Commission did not
consider this package. There is a little
history behind this provision. Before
1978, States and local governments
withheld payroll taxes and submitted
those withholdings to the Government
on a quarterly basis, four times a year.
That was the law. Then, in 1978, the
Treasury had a bright idea~and we all
know that the Treasury is looking for
whatever ways it can find to obtain ad-
ditional revenue. The Treasury, on its
own, because it could do so under the
law in 1978, tried to implement the
provisions that are in section 148.

At that time, in 1978, we in Congress
were deluged with- legitimate com-
plaints by our local government
people, State and local governments.
They legitimately and properly point-
ed out the problems this provision
would provide for people. So, at that
time, Congress agreed. After compre-
hensive hearings, Congress then, by
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law, said, “OK, we will change the law.
We will speed up the c¢ollection, but we
will only ge to a monthly basis.” That
is the present law.

S0 my point is that the only time

Congress has considered this in any -

way at all, the only time there were
hearings, the only time the country
had the opportunity to know what was
involved here, Congress very definitely
decided against the provisions of sec-
tion 148 that are presently contained
in the committee bill. That is, Con-
gress decided that States and local
governments should withhold on &
monthly basis, and that is the law.
That is why the National Commisgion
did not touch it. That is why the
House did not touch it. That is why no
one else here has decided to change
present law, except for the committee,
after a few moments of discussion, late
at night, when the committee consid-
ered this bill. Prohably the reason why
that committee adopted the provision

was that it picked up some additional

revenue over a decade—$2.2 hillion.

In my judgment, we should keep the
package secure, and by keeping the
package secure, let us not enact
amendments that break the package.
Similarly, Iet us not enact amend-
ments whichh are not needed and
which will cause chaos.

Mr. President, this amendment obvi-
ously is supported by the States and
by various mumicipal organimatiomes—
the National Govermors Association,
the National Conference of State Leg-
islatures, the National League of
Cities, and many others I will not Nst
all the other erganikations that sup-
port this amendment.

Let me conclude this point by saying
that this amendment is the onky major
departure that the committee has
taken from the National Cormmission
package. There are some minor vari-
ations, but this is the only major de-
parture. :

I think, Mr. President, that we
should correet. that oversight, corvect
that mistake, correct that misguided
action that the committee took that
night. Let us stay with the package.
Even though we do get some addition-
al revenue for the trust funds with
this provision, it i3 going to cause abeo-
lute chaos and be absolutely imposst-
::letoadmlnister.mdwedomtmd
t.

With that, Mr. President, I hope
that Senate agrees and votes with me
in striking this provision, because I
think it will help us avoid a lot of
problems that otherwise we are going
- to face down the road.

1 yield the floor.

@ Mr. BIDEN. Mr. President, I am
happy to be a cosponsor of the amend-
ment offered by Senator Bavcus that
would remove the proposal to acceler-
ate State and local government depos-
its of social security taxes withheld
from employees’ paychecks from the
social security bill. ,

Under current law, social seeurity
taxes withheld for State and local em-
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ployees must be depogited within 30
days after the end of the month in
which the applicable wages were paid.
This gives States time to cellect with-
held taxes from the various loeal gov-

Dehmhhuﬂynﬂmhthh:h—
uation, Mr. President. The same ap-
plies to small towns and eounties
throughout America.

And then there is the burdem we
would place upon the States through

estimates
that the interest and penalties on
States arising from elmination of the

It is importart, Mr. President, that
we find a solution to the social seecu-
rity problem that impeses no undue
hardship en anyone from whom we
demand sacrifice. 1 believe the propos-
al to accelerate State and local depos-
its of social sceurity taxes violates this
principie. I hope the Senate will reject
the Armstrong substitute and approve
the Baucus amendment.@

UPF AMENDMENT NO. 129
(Purpose: To permit units of loeal gavern-
ment to make payments of social gsecurity
taxes directly to the Secretary of the

Treasury)

Mr. ARMSTRONG. Mr. President, I
send an amendment to the desk ag a
substitute for the Baucus amendment.

The PRESIDING OFFICER. The
amendment will he stated.

Mr. GOLDWATER. Mr. President, 1
suggest the absence of a quorum.
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The PRBSIDING OFFICER. The
clerk will eall the reidl.

The legislative clerk proceeded to
call the roll.

Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the order

out objection, it is so ordered.

The amendment will be stated.

The bill clerk read as follows:

The Senator from Celorado (Mr. Arm-
STRONG) proposes an umprimted amendment
numbered 129.

Mr. ARMSTRONG. Mr. President, 1
ask unanimous consent that the read-
mf the amendment be dispensed

The PRESIDING OFFICER. With-
out ohjection, it is 3o ordered.

The amendment is as follows:

In lien of the langusge proposed to be
stricken, insert, the following:

8xc. 148. (a)1) Subdeections (e), ¢h), (1),
(@), (r), (8), and €C) of section 218 of the
Social Security Act are repesled.

(2XA) Section 20HcXIXDXD of sxch Act
is amended by striking out *“(¢r on reports
filed by a State under section 218(e) or regu-
lations theveunder)”.

(B) Section 206(cX5XF) of such Act is
amended by striking eut clauses (1) and ¢iif).

(C) Section 218(fX 1) of such Act is amend-

rity Act, or in the case of”.
(cX1) Chapter 21 of such Code (the Feder-

the rettrm and payment of the taxes

section 3131GaXI)\™.
(2) The tahle of sections for subchapter C

“Sec. 3126. Returns in the case of State and
loeal governmental employees.
“Sec. 3127. Short title.”.
€d)(1) Sectton 6208¢a) of such Code (relat-
ing to adujustment of $ax) is amended by
adding at the end thereef the foRowing:

thereby, the Governor of the
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each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.”.

(2) Section 6413(a) of such Code (relating
to adjustment of tax) is amended by adding
at the end thereof the following:

“¢B) STATE A8 EMPLOYER.—For purposes of
this subsection, in the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which is wholly owned
thereby, the Governor of the State and
each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.”.

(3) Section 6413(c)(2X(B) of such Code (re-
lating to applicability in case of certain gov-
ernmental employees) is amended to read as
follows:

“(B) STATE EMPLOYEES.—For purposes of
this subsection, in the case of remuneration
received during any calendar year from a
State or political subdivision thereof or any
instrumentality which is wholly owned
thereby, the Governor of the State and
each agent designated by him who makes a
return pursuant to section 3126 shall be
deemed a separate employer.”.

(e) The amendments made by this section
shall apply with respect to service per-
formed after December 31, 1983.

Mr. ARMSTRONG. Mr. President, I
shall undertake to explain the amend-
ment.

At the present time, when those
local jurisdictions which are covered
by social security submit their social
security taxes, they do so through
their respective States. There is an ele-
ment of injustice in requiring a more
rapid deposit of the withholding pro-
ceeds when they have to run it
through the States. It literally puts
the States in the position of having to
collect it faster than seems fair.

So the straightforward way to
handle it would be as suggested by this
substitute amendment, and that is to
simply let the local jurisdictions
report their social security taxes di-
rectly to the IRS just as they present-
ly do the taxes which they withhold
for Federal income tax. In other
words, that is going to put the local ju-
risdictions, the municipalities, and so
on, on exactly the same footing as any
private employer.

We should bear in mind that some of
these jurisdictions are fairly small. A
few of them may even be as small as
the small businesses that are covered
by the Social Security Act, and so it is
important to recognize that earlier
amendments which we have added to
this bill do liberalize the treatment of
small business enterprises and assum-
ing the adoption of the substitute,

which is now before us, the local juris-.

dictions would benefit from the same
kind of liberalized treatment. In other
words, we are not trying to impose a
severe duty upon these local jurisdic-
tions with respect to their deposit re-
quirements, Indeed, all we are seeking
to do in the original amendment as
the Finance Committee amended it
and the substitute which I have sent
to the desk is simply to say that mu-
nicipalities, States, anyone that is cov-
ered should be on the same footing.

If we should for some reason fail to
adopt the substitute and in turn adopt
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the Baucus amendment, we would re-
store the present situation which is to
give more favored treatment to units
of local government than we give to
private employers.

This does not seem fundamentally
just to me that the State and local ju-
risdictions, particularly since they
tend to have greater financial re-
sources and greater resources of ad-
ministration and data processing and
s0 on, are given a better break than we
give to small business concerns. It just
does not make sense to me that the
local gas station has to report its social
security withholdings and pay those
into the Treasury faster than does,
say, & municipality or State govern-
ment. So that is the issue involved.

To sum up, the substitute amend-
ment would provide that the IRS, not
the Social Security Administration,
would collect FICA taxes from the
State and local government units. The
rules for the frequency of FICA depos-
its would be the same as those which
apply to private employers, and those
rules already apply to the deposit of
withheld income taxes by State and
local governments.

And as I pointed out a moment ago,
they have been liberalized by an earli-
er amendment which we have adopted.

Finally, each local government could
be treated as a separate employer for
the purposes of deposit of FICA taxes
at the option of the Governor of the
State.

With that word of explanation, I
urge adoption of the substitute
amendment.

The PRESIDING OFFICER. Is
there further debate?

Mr. BAUCUS. Mr. President, I un-
derstand the good faith of the Senator
from Colorado. He is saying that the
States .would not collect withheld

taxes .but rather each local govern--

ment subdivision, each local gavern-
ment entity would deal directly with
the Federal Government.

Frankly,” Mr. President, that is not
even a baby step toward solving the
problem. It does not meet the objec-
tions that I have., It would not meet
the objections of the school districts,
of the counties, of the cities, of the
towns, of all the municipality subdivi-
sions that are most directly affected
by this amendment.

The main problem here is really that
this is something that has to be
worked out. Perhaps it could be
phased in. We need a hearing. We
need some full discussion, not to
debate it forever, but at least some dis-
cussion where mayors and officials
from entities and subdivisions as small
as school districts can come to us, talk
to us, to both bodies on both sides of
the Capitol, so we can work out some-
thing that makes sense to them.

We cannot do this here. We did not
discuss ‘it. We just enacted it, and
there we are.

Beyond that there is another point
that has not been mentioned: For the
next fiscal year these governments
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have to pay an additional payment.
There will be 13 monthly payments in-
stead of 12. Considering the desperate
financial straits, that most States and
most local government entities are in
these days with the recession, and so
forth, I do not think this is a proper
time to add this additional financial
burden to them.

So what I am saying, Mr. President,
is as much as I would like to adopt and
agree with the Senator from Colorado,
I cannot. If his substitute is adopted,
my earlier amendment, according to
the Parliamentarian, falls. All we will
have done then is say keep the present
provisions, section 148, except that
States do not collect; everything else is
the same.

As I say, that does not really go to
the heart of the problem. That just
touches the first little bit of the prob-
lem but does not go to the heart of the
problem. So we have not really done
anything. We are kind of wasting our
time here. It is for those reasons that I
must not agree to the amendment of
the Senator from Colorado.

Mr. President, I therefore strongly
urge that we do not adopt that provi-
sion. It does not go to the problem and
I think that we should not agree to it.

On that score, Mr. President, I ask
for the yeas and nays on the substi-
tute amendment.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. BAUCUS. I thank the Senator
from Colorado as well as the chairman.
of the committee for helping to get
the yeas and nays.

Mr. ARMSTRONG. Mr. President,
unless there is something further, I
think the issue is clear. The Senator
from Montana has made some good
points. It seems to me the most per-
suasive issue is we should not treat
States and local jurisdictions differ-
ently than we treat private employers.

That does not dispute some of the
points that he has made. It is just a
question of how you feel about it.

I feel everyone should be treated the
same. So I am ready to vote if the Sen-
ator from Montana is.

Mr. BAUCUS. Mr. President, I am
except to say, yes, there is an equity
argument here. Private employers
have to pay as frequently as eight
times monthly and they pay according
to certain rules. Why should not State
and local governments? That is the
equity argument that has a lot of
appeal.

The problem is we are going much
too quickly. We do not know what we
are doing here. It is going to cause ab-
solute chaos for all these little enti-
ties. What is the school district going
to do? It does not know what is going
on here. The school district and every
other governmént entity is used to
dealing with the State because under
present law they submit to the States
and they deal with the States. States,
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too, have 30 days within which to col-

lect on the withheld payroll taxes that

‘edagh of those local subdivisions pro-
e. )

Now, if we adopt the substitute
amendment of the Senator from Colo-
rado, States and particularly local sub-
divisions are not going to know what
in the world is going on here. They
will have to deal directly with the IRS
and deal with all the redtape and all
the mess of problems the employers
have to deal with. I just suggest we

possibly should ease into this, have a Gorton

transition period.

The only way I know of doing that is
to have a hearing on the subject. Let
us address it and iron out the kinks
and the problems that obviously are
going to arise because we know what
happened in 1978 when a similar
change was suddenly proposed.

We in the Congress looked at it, and
sald, “Yes, let us move it from quarter-
ly to monthly withholding, but let us
not go any further. Monthly collec-
tions by the States is what makes
sense.”

As T said, that is also probably why
the National Commission did not ad-
dress this question because when Con-
gress addressed it earlier it knew what
the situation was.

Frankly, Mr. President, I am just
here to try to talk a little common-
sense. I do not particularly carry water
for local governmerits or for States,
for that matter. Sure, we would like to
add some more money to the trust
fund. But let us be reasonable. Let us
not be draconian, let us not be tyran-
nical, let us not be dictatorial. Let us
try to keep that partnership with the
local governments that we need to
have in this country if we are going to
work together and solve problems.

Fundamentally we should work with

people, work with local governments, -

and then we will resolve that equity
argument which the Senator from
Colorado mentioned.

Therefore, I think we ought not to
agree to the substitute. I urge my col-
leagues to agree to the underlying
main amendment, hold the Nearings,
and let us get on with it so that we will
solve the problem reasonably.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Colorado.

The yeas and nays have been ordered,

and the clerk will call the roll,

The bill clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Maryland (Mr. MATHIAS)
is necessarily absent.

Mr. CRANSTON. I announce that
the Senator from South Carolina (Mr.
Hoirrings) and the Senator from Mas-
sachusetts (Mr. KENNEDY) are neces-
sarily absent.

The PRESIDING OFFICER (Mr.
SpxcTER). Is there any other Senator
in the Chamber who wishes to vote?

The result was announced—yeas 49,
nays 48, as follows:
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[Rollcall Vote No. 49 Leg.]

YEAS—49
Armstrong Hatfleld Nunn
Baker Hawkins Packwood
Boschwits Heeht Proxmire
Chafee Heinx Quayle '
Chiles Helms Rudman
Cochran Humphrey Simpson
Cohen Inouye Statford
Danforth Jackson Stevens
Dole Jepsen Thurmond
Domenici Johnston Tower
Durenberger Kassebaum Trible
East Kasten Wallop
Garn Laxalt Warner
Goldwater Lugar Weicker
Mattingly Wilson
Grassley Murkowski
Nickles :
: NAYS—48
Abdnor Dodd Mitchell
Andrews Eagleton Moynihan
Baucus Exon ‘Pell
Bentsen Ford Percy
Biden Glenn Pressler
Bingaman Hart Pryor
Boren Heflin . Randolph
Bradley Huddleston Riegle
Lautenberg Roth
Burdick Leahy Sarbanes
Byrd Levin Sasser
Cranston Long Specter
D’Amato Matsunags Stennis
DeConcini McClure - Symms
Denton Melcher Teongas
Dixon Metsenbaum Zorinsky
NOT VOTING-—3
Hollings Kennedy Mathies

8o Mr. ARMSTRONG’S amendment (UP
No. 129) was agreed to.

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to. -

Mr. DOLE. Mr. Preaident. may we
have order? -

The PRESIDING OFFICER. The
Senate will be in order.

Mr. DOLE. Mr. President, I under-
stand the distinguished Senator from
Hawaift (Mr. MaTsunaca) has an
amendment which has been agreed to
by other Senators who have an inter-
est, Senator MrrcHzLL, Senator LUGAR,
and others, and that the distinguished
Senator from North Carolina (Mr.
Hrius) has an amendment which has
been cleared. -

CI yield to the Senator from North

Aro,

The PRESIDING OFFICER. The
Senator from North Carolina.

UP AMENDMENT NO. 130
(Purpose: Providing for a study of individual
retirement security account)

Mr. HELMS. Mr. President, I send
an unprinted amendment to the desk
:1nd ask for its immediate considera-

on.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from North Carolina (Mr.
HrxiMs) proposes an unprinted amendment
numbered 130.

Mr., HELMS. Mr. President, I ask
unanimous consent that further read-
:r‘i‘ th?t the amendment be dispensed
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The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of title I, insert the following
new section:

STUDY OF INDIVIDUAL RETIREMENT SECURITY
ACCOUNTS

8rc. . (a) The Secretary of the Treasury
or his delegate shall conduct a study of the
feasibility of implementing Individual Re-
tirement Security Accounts (hereinafter in
this section referred to as “IRSAs"”) or any
similar alternative type of account,

(b) For purposes of this section, an IRSA
shall be an account: which includes, but is
not limited to, the following features: ‘

(1) Any individual who is réquired to pay
tax under section 3101 of the Internal Reve-.
nue Code of 1954 may elect to make contri-
butions to the account.

(2) An individual could make unlimited
contributions to an IRSA and would receive
an income tax credit equal to 20 percent of
the amount of the contribution for any tax-
able year but not in excess of 20 percent of
the amount of the taxes paid under section
8101 of such Code by such individual for
such taxable year.

(3) To the extent that an individual elect-
ed to take advantage of the tax credit for a
contribution to an IRSA, the Old-Age and
Survivors Insurance benefits of such indi-
vidual under the Social Security Act would
be’ reduced proportionately fn a manner
such that if an individual was allowed the
maximum credit for 20 years, such individ-
uals benefits would be reduced to zero.

(4) After the IRSA system has been imple-
mented, an increasing portion of the taxes
imposed by sections 3101 and 3111 of such
Code with respect to any individual would
be transferred to such individuals IRSA ac-
count with a corresponding uction In
such individual’s Old-Age and rs In-
surance benefits. Eventually all such taxes
would be so transferred with an appropriate
phaseout of the credit. The Secretary of the
Treasury or his delegate shall study 1 or
more schedules for the increases in taxes
transferred and phase-out of the credit.

(8) An individual could withdraw funds
from an IRSA after age 62 without such
amounts being taxed. If an individual with-
draws funds from an IRSA prior to age 63,
such amounts would be appropriately taxed
unle.undtopurchnetemlﬂe,health.or
disability insurance.

(¢) The Secretary of the Treunry or his
delegate shall also study the feasibility of
making IRSAs mandatory, with mandatory
employee contributions accompanied by the
phase-out of the taxes imposed by sections
3;01!‘.’;:1d 3111 of the Internal Revenue Code
o X

(d) The Secretary of the Treasury shall
submit to the Congress a report on the re-
sults of the study conducted under this sec-
tion before July 1, 1984,

Mr. HELMS. Mr. President, the able
Senator from Kansas and the Senator
from North Carolina discussed this
amendment last evening when it was
offered. I believe this has now been
cleared on both sides.

Mr. DOLE. Mr. President, a discus-
sion of the amendment offered by the
distinguished Senator from North
Carolina (Mr. Hxius) was held last
evening. This amendment was drafted
to conform to the Senator's request,
and it has been cleared on both sides.
We will accept the amendment.

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120002-1



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120002-1

S 3726

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 130) was
agreed to.

Mr. DOLE. Mr. President, 1 move to
reconsider the vote by which the
amendment was agreed to.

Mr. HELMS. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I under-
stand the distinguished Senator from
Hawaii (Mr. MATsuNaGA) has an
mendment which we can accept.

SENATE CONCURRENT RESOLU-
TION 20 MAKING TECHNICAL
CORRECTIONS IN THE EN-
ROLLMENT OF H.R. 1718

Mr. BAKER. Mr. President, I have a
matter that needs to be attended to
now in connection with the jobs con-
ference report which was sent to the
House last evening. This has been
cleared by the minority leader and by
all responsible persons on this side,
those who have a jurisdictional inte
est. ’

Mr. President, I send a concurren
resolution to the desk dealing with the
typographical error in the conference
report on the jobs bill and ask for its
immediate consideration.

The PRESIDING OFFICER. The
concurrent resolution will be stated.

The assistant legislative clerk read
as follows: )

A concurrent resolution (S. Con. Res. 20)
making corrections in the enrollment of
H.R. 1718.

The PRESIDING OFFICER. With-
out objection, the Senate will proceed
to its consideration.

Mr. BAKER. Mr. President, this con-
current resolution makes a typo-
graphical correction and adds two
paragraphs inadvertently dropped
from the Senate amendment to the
targeting provision of the jobs bill
which the Senate passed last night.
These corrections have been cleared
with the minority and I know of no ob-
jection to adoption of this concurrent
resolution. :

The PRESIDING OFFICER. The
question is on agreeing to the concur-
rent resolution.

The concurrent resolution (S. Con.
Res. 20) was agreed to, as follows:

S. Con. REs. 20

Resolved by the Senate (the House of Rep-
resentatives concurring), That in the enroll-
ment of the bill (H.R, 1718) entitled “An
Act making appropriations to provide pro-
ductive employment for hundreds of thou-
sands of jobless Americans, to hasten or ini-
tiate Federal projects and construction of
lasting value to the Nation and its citizens,
and to provide humanitarian assistance to
the indigent for fiscal year 1983, and for
other purposes”, the Clerk of the House of
Representatives is hereby authorized and di-
rected, in the enrollment of the said bill, to
make the following corrections, namely,
after the word “unemployment” in para-
graph (a)(b) in section 101, insert a comma;
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and at the end of section 101, insert the fol-
lowing:

‘‘(e) Notwithstanding any other provision
of law, the head of each Federal agency to
which appropriations*are made under this
title, with respect to project grants or pro-
ject contracts in this section, shall expedite
final approval of projects in areas of high
unemployment, labor surplus areas, or in
political units or in pockets of poverty that
are currently or should meet the criteria to
be eligible under the Urban Development
Action Grant program administered by the
Department of Housing and Urban Develop-
ment in order to allocate sums as required.
by this section. Nothing required by this
section shall impede the rapid expenditure
of funds under this section.

(f) Notwithstanding any other provisions
of law, any agency rulemaking proceeding
conducted in order to implement the provi-
sions of this title shall be conducted expedi-
tiously, and in no case shall an agency hear-
ing on the record be required.”.

Mr. BAKER. Mr. President, I move
to reconsider the vote by which the
concurrent resolution was agreed to.

Mr. DOLE. I move to lay that
motion that on the table.

The motion to lay on the table was
agreed to.

o’

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with consider-
ation of the bill.
UP AMENDMENT NO. 131

'(Purpose: To provide that the provision

limiting the payment of social security

benefits to nonresident aliens shall not

apply to individuals who initially become
eligible for social security benefits within

10 years after the date of enactment of

the social security amendments of 1983 on

the basis of the wages and self-employ-

ment income of an individual who has 80

or more quarters of coverage prior to such

date.)

Mr. DOLE. Mr. President, I under-
stand that the Senator from Hawaii is
now prepared to offer his amendment,
which has been agreed to. The Sena-
tor from Maine is on the floor. I know
he has a direct interest in the amend-
ment and the Senator from Iowa (Mr.
GRASSLEY) is interested.

Mr. MATSUNAGA. Mr. President, 1
have an amendment at the desk. I ask
for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Hawaii (Mr. MATsvu-
NAGA) proposes an unprinted amendment
numbered 131.

Mr. MATSUNAGA. Mr. President, 1
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 53, line 2, strike out “or”.

On page 53, line 7, strike out the period
each place it appears and the end quotation
marks and insert in lieu thereof a comma
and “or”,

On page 53, between lines 7 and 8, insert
the following new matter:

“(C) to any individual who—

. “a) initially becomes eligible for benefits
under section 202 or 223 before the date

March 23, 1983

which is 10 years after the date of the en-
actment of the Social Security Amendments
of 1983 on the basis of the wages and self-
employment income of any individual with
respect to whom not less than 80 of the
quarters elapsing before such date are quar-
ters of coverage (as defined in section
213(ax2)); and

“(1i) in the case of an individual described
in clause (i) who becomes so0 entitled on the
basis of the wages and self-employment
income of another individual, resides in the
United States at any time before such other
individual accrues 80 quarters of coverage.”.

Mr. MATSUNAGA. Mr. President,
the provision in section 124 of the
committee bill to limit social security
benefit payments to aliens outside the
United States raises for me a grave
concern on a matter of equity. Except
where required by an international ob-
ligation of the United States, section
124 would bar virtually all aliens
abroad from receiving full benefits, if
their initial eligibility becpmes effec-
tive after December 31, 1984. Included
would be alien workers, many of whom
had legally worked and resided in the
United States for their working life-
time and paid social security taxes on
their earnings in all those years. This
provision is manifestly unfair to those
aliens who have spent a major part of
their lives working in the United
States and contributing to our society
and economy.

We have a situation in my State of
Hawaii wherein section 124 of the
committee bill could adversely affect a
considerable number of alien residents
who would be much better off if they
returned to live in their homeland in
their retirement years. Between 1907
and 1946, more than 126,000 laborers
migrated from the Philippines to
Hawaii. Many have already returned
to their homeland. Many have died;
nearly all of the survivors are retired
elderly. The youngest of them have
reached age 55 years. Most of these
immigrants have spent their working
years in Hawaii without the support of
family ties.

Many of these lonely, aging Filipinos
look forward to returning to their
homeland. Their extended families in
the Philippines welcome back their
aged members and provide them with
love and care that are so essential to
their mental, physical, and emotional
well-being in their later years. The re-
tiree is able to be reunited with not
only his extended family, but his
church and associations in the Philip-
pines, where there is not the language
and cultural barriers that exist for im-
migrant Filipinos in Hawaii.

In 1975, Father Jaime S. Neri, a
Catholic priest, almost single-handed-
ly, boldly undertook to address the
needs of such Filipino retirees. With
the support of his parishioners and
the Hawali State government, Father
Neri was able to arrange for the
return to the Philippines of a group of
41 men, ranging in age from 65 to 85,
most of them lonely bachelors or wid-
owers. This successful repatriation
program is known as Balik-Bahay,
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meaning homecoming in the Filipino-

language.

An lmportant aspect of the Balik-
Bahay program is that it not only pro-
vides for a better quality of life for the
retiree, it also effects considerable sav-
ings in American taxpayers’ dollars.

As Father Neri has repeatedly stated
to the Social Security Administration
in his effort to federalize his Balik-
Bahay program, repatriation of many
of the retired beneficaries at Govern-
ment expense would result in savings
to the American taxpayer. Most of the
men seeking repatriation are receiving
supplemental security income (SSI)
benefits while they remain in Hawalii.
In 2 years, from 1975 to 1977, the

Balik-Bahay program saved the State
and Federal Government a total of
$74,000. This saving came from the
cessation of* 8SI, food stamp, medi-
care, and medicaid payments and
housing subsidies for these individuals.
In 1979, it was estimated that more
than $10,000 a month of public tax-
payer costs are saved by the departure
of the 41 men that were already sent
home to the Philippines.

For example, a T4-year-old bachelor
was sent home in January 1979.' It was
costing the Hawail Department of
Social Services $1,084 a month to
maintain him in a nursing home. Now,
back with relatives in the Philippines,
and with his U.8. social.security check
(earned legally through long years of
labor) of $236 a month, he lives eom-
fortably. His monthly social security
check translates into about 1,650 pesos
and is more money than the loeal phy-

sician makes.

* This humanitarian and tax-saving
program to help migrants who desire
to return home to rejoin their families
would be jeopardised by the proposal
to limit social security benefit pay-
ments to aliens outside the United
States. The migrants, who labored for
many years contributing fully to the
social security system, would no longer
be able to receive their full social secu-
rity benefits if they reach eligibflity
after December 31, 1983, and returned
to their homeland. They would. be
forced to choose between giving up
hope of returning to their homeland
on the one hand, and returning with
little or no retirement income, on the
other. The likellhood is that they
would give up hope of returning to
their homeland and draw welfare pay-
ments to supplement their meager
social security benefits.

The National Cammission made no
recommendations concerning aliens
even though it considered imposing a
residence test on the payment of bene-
tits outside the United States to auxil-
iaries and survivors. And the Finance
Committee proposal would not result
in appreciable savings in the early
years since it would only apply pro-
spectively. Thus, the proposal does
not, in any event, contribute to the im-
mediate task at hand. There is no need
to rush into what maybe ill-considered
action, which would lead to a small, or
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even negative savings for the social se-
curity trust fund, when there is ample
time to deal properly with this issue in
the months and years ahead.

My amendment would delay the im-
plementation of limiting the payment
of hard-earned social security benefits
to any alien outside the United States
until 10 years after the enactment of
this proposal, if upon the enactment
of the committee provision the alien
had contribution to the system for 20
or more- years.

Aliens coming to work in the United
States affer the enactment of the com-
mittee proposal will not entertain the
expectation  of : receiving from the
social security system more than what

they will contribute into it, with inter-

est. However, we should not change
the rules of the game and penalize
those aliens who are now in the
system and have contributed to it in
full expectation of the scheduled bene-
fits upon reaching retirement age. Al-
though 1 believe that no one already
contributing to the service should be
denied its benefits upon qualification,
it is in the spirit of compromise. That
I am offering my amendment, specifi-
cally for those aliens who have already
spent at least 20 years in covered em-

ployment in the United States and will -

qualify for retirement benefits within
10 years after the enactment of the

the distin-

‘ committee p:

roposal,
The floor manager,

guished chairman of the Finance Com-
‘mittee is signaling me to wind it up, so '.
let me say, that is the essénce of my

amendment. It iz meant to save the
State and the Federal Government
money, just as it was intended by the
original section 124, while providing a
comfortable retirement for deserving
aliens who have oontributed toward
elevating the quality of living in the
Aloha State.

I might in closing, point out for the
RECORD, a8 was suggested by the Sena-
tor from Maine, that those who
become spouses or dependents after
the enactiment of this act will not
qualify as dependents of principal
alien beneficiaries who reside outside
of the United States.

Mr. President, I urge the adoption of
my amendment. Before yielding the
floor, I ask unanimous consent that
Senator INouYE be added as & cospon-
sor of my amendment.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

The Senator from Maine is recog-
nized. : -

Mr. MITCHELL. Mr. President, this
amends & provision of the pending bill
which was included by the committee
at the initiative of Senator GRAssLEY
and myself and was intended to deal
with a serious pattern of abuse that
has been apparent for some time and
brought into focus by the recent
report of the General Accounting
Office.

Senator MATSUNAGA’S amendment
provides for a transition period of 10
years under very tightly defined cir-
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cumstances and is intended to accom-
modate those persons whom he de-
scribed and others in similar circum-
stances. 1 have discussed this with
Senator MATSUNAGA and, earlier today,
with Senator GrassLEY, I believe that,
while it does provide some exceptions
to the provisions of the legislation, the
exceptions are sufficiently narrow and
warranted under the circumstances.
Therefore, I have no objection to the
-amendment.

Mr. DOLE. Mr. President, do I un-
derstand correctly that the Senator
from Maine has no objection to the
amendment?

Mr. MITCHELL. That is correct.

Mr. DOLE. Mr. President, I wonder

whether the Senator from Maine has
had conversation with the Senator
from Iowa (Mr. Grassixy) and with
Senator LUGAR.
President, Senator MATSUNAGA, Sena-
tor Grassizy, and 1 met to discuss
this. Senator Grassixy has said the
matters now set forth in the amend-
ment would be agreeable to him. I am
not aware of whether Senator LUGAR
participated in those discussions or
agrees with them.,

Mr..DOLE. The Senator from Iowa
(Mr. Grassixy) is now entering the
Chamber. I understand that he and
Senator LucAar have no dbjections to
the amendment 0f Senator MATSUNAGA
as modified. Is that correct?

Mr. GRASBLEY. That is correct,

Mr. President.

ur DOLE. Mr. Prelldent. the Sena-
tor from Kansas has no objection to
the Matsunaga amendment as modi-
fied. I move its adoption.

The PRESIDING OPFFICER. The
question is on agreeing to the amend-
ment. .

The amendment (UP 181) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. MATSUNAGA. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I want to
say to the Senator from Hawaii that I
was not trying to get him to wind it
up. I felt that he was way ahead and I
did not want him to lose.

' UP AMENDMENT 138

(Purpose: To amend title II of the Social Se-
curity Act to provide for an eight-month
transitional benefit for a widow or widow-
er whose spouse died while such widow or-
g;iower was between the ages of 50 and

Mr. LEVIN Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Michigan (Mr. LEvin),
for himself and Mr. DeConcini, Mr. CHILES,
Mrs. KasssBaUM, Mrs. HAwWKINs, Mr. Fonp,
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Mr. Buroicx, and Mr. RANDOLPH, proposes
an unprinted amendment numbered 132.

Mr. LEVIN. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with,

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the appropriate place in the bill, insert
the following new section:

TRANSITIONAL BENEFITS FOR CERTAIN WIDOWS
_AND WIDOWERS

Sec. . (a) Section 202(e) of the Social Se-
curity Act is amended by adding at the end
thereof the following new paragraph:

“(9(A) Any individual who for any
month—

“(i) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that such individual has not at-
tained age 60;

“(i) had attained age 50 prior to the time
of the death of the deceased individual (on
the basis of whose wages and self-employ-
ment income the widow or surviving di-
vorced wife would be 30 entitled to a widow’s
benefit under this subsection); and

“(1ii) is not otherwise entitled to a widow’s
benefit under this subsection,
shall be entitled to a widow’s benefit under
this subsection (subject to the same condi-
tions as an individual entitled to & widow’s
benefit under this subsection by reason of
attaining age 00) for each such month
during the period described in subparagraph
(B) during which she meets the require-
ments of this subparagraph.

“(B) The period shall begin on the first
day of the first-month beginning after the

death of the deceased individual (on the”

basis of whose wages and sef-employment
income the widow or surviving divorced wife
is entitled to a widow’s benefit by reason of
this paragraph) and ending with the earlier
of —

“(1) the last day of the eighth month be-
ginning after the death of such deceased in-
dividual, or

“(il) the first day of the first month for
which such widow or surviving divorced wife
is entitled to a widow’s benefit under this
subsection other than by reason of this
para| h.”,

(b) Section 20X{) of such Act is amended
by adding at the end thereof the following

new paragraph:
individua! who for any

“(9XA) Any
month—

“(i) would be entitled to a monthly benefit
under this subsecticn for such month but
for the fact that such individual has not at-
tained age 60;

*(ii) had attained age 50 prior to the time
of the death of the deceased individual (on
the basis of whose wages and self-employ-
ment income the widower would be so enti-
tled to a widower’s benefit under this sub-
section); and

“(iil) is not otherwise entitled to a widow-
er’'s benefit under this subsection,
shall be entitled to a widower’s benefit
under this subsection (subject to the same
conditions as an individual entitled to a wid-
ower’s benefit under this subsection by
reason of attaining age 60) for each such
month during the period described in sub-
paragraph (B) during which he meets the
requirements of this subparagraph.

‘(B) The period shall begin on the first
day of the first month beginning after the
death of the deceased individual (on the
basis of whose wages and self-employment
income the widower is entitled to a widow-
er's benefit -by reason of this paragraph)
and ending with the earlier of —
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“(i) the last day of the eighth month be-
ginning after the death of such deceased in-
dividual, or

“(1i) the first day of the first month for
which such widower is entitled to a widow-
er’'s benefit under this subsection other
than by reason of this paragraph.”.

(e) The amendments made by subsections

(a) and (b) shall be effective with respect to
monthly benefits under Title 11 of the
Social Security Act for months beginning
after December 31, 1983.
. Mr. LEVIN. Mr. President, I send
this amendment to the desk on behalf
of myself, Senators KASSEBAUNM,
CuiLgs, HAWKINS, DeCoNCINI, Forbp,
BURDICK, and RANDOLPH.

Mr. President, the amendment that
we are offering would give a widow
who is under age 60 and is, therefore,
not eligible for social security as the
survivor of her husband and a widow
who is not working a chance to survive
financially for a few months while
looking for work after the death of
her husband. In many cases, widows
have spent most of their adult lives
raising a family and need time to try
to adjust their skills to the demands of
the workplace. Also, it is an unfortu-
nate fact of life that women entering
or reentering the work force after 20
or 30 years can have a very difficult
time finding a job.

Our amendment, therefore, provides
for a transition benefit to surviving

spouses caught in what has been:

called the widow’s gap. I previously in-
troduced legislation to deal with this
situation on October 15, 1981.

Under present law, a widowed home-
maker under the age of 60 does not
qualify for any financial assistance
from social security unless she is dis-
abled or has a child in her care who is
disabled or under 16 years of age. This
causes a severe hardship for the many
women who are widowed under the
age of 60 and without a job.

My amendment would provide this
transition benefit to widows of work-
ers covered by social security, if the
surviving spouse is at.least 50 years old
at the time of the wage earner’s death
and is not otherwise immediately eligi-
ble for social security benefits for the
month in which the death occurred.
Thus, the transition benefit is for an
8-month period. The benefit would be
for the same percentage of the wage
earner’s primary
under current law, for widows age 60,
or the spouse’s own primary insurance
amount based on her own past work
experience, whichever is higher. These
benefits would also be subject to the
social security earnings limitation.

Mr. President, coverage has not been
made available to this group in the
past under the rationale that these in-
dividuals can be expected to work and
support themselves. But the fact is,
Mr. President, according to a February
1979 report from the Department of
Health, Education, and Welfare enti-
tled “Social Security and Changing
Roles of Men and Women””:

Lifelong homemakers (or women who
have been out of the labor force for many

insurance amount as.
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years) who are widowed in late middle age
may find it difficult or impossible to get a
job. Even widows with job skills or younger
widows may have difficulty finding a job im-
mediately or may need a period of job train-
ing. For these reasons, widows under age 60
may need some kind of immediate income,
at least for a short time, to help them
adjust to the loss of their spouse’s income.

Mr. President, that is exactly what
this amendment does. For a short
time, it provides that adjustment, that
transition benefit to permit widows in
their middle age, who have raised a
family and who have run the house, a
chance to look for work and not be left
destitute during that process.

At this point, some may be thinking
that this is a good idea, but can the
package afford it. Certainly this is a
concern of the chairman of the com-
mittee. I know of his prodigious effort
to balance the need for safeguarding
the fiscal integrity of the social secu-
rity system, with the need for equity
and compassion.

But I know from looking at the com-
mittee’'s report and a report from the
office of the actuary of the social secu-
rity system that there is room for my
amendment within a financially sound
social security system, both in terms
of the short and long term.

As for the short-term financing situ-
ation, the Office of the Actuary esti-
mates that for calendar year 1984 my
amendment would cost about $75 mil-
lion. The Office of the Actuary calcu-
lates that the net increase in funds in
the OASDI trust fund as the result of
S. 1 would be $4.5 billion in calendar
year 1984, the first year our amend-
ment would be in effect. This amend-
ment would not, therefore, jeopardize
the solvency of the OASDI fund be-
cause the Office of the Actuary esti-
mates that with the passage of S. 1
there will be $29.1 billion in the
OASDI at the end of 1984.

As for the long-term financing ques-
tion, the Office of Actuary calculates
our amendment would cost 0.01 per-
cent of taxable payroll. The commit-
tee’s report indicates that the effect of
passage of 8. 1 would be to leave the
OASI trust fund with a surplus of 0.07
percent, and the combined OASDI
trust fund with a surplus of 0.09 per-
cent. Therefore, the passage of my
amendment with costs of 0.01 percent
of taxable payroll would not in any
way jeopardize the long-term solvency
of the system.

One final word, Mr. President.
Throughout my statement, I have re-
ferred to widows. Our amendment
would apply to similarly situated men
as well, although 90 to 95 percent of
the individuals who would benefit
from this provision would be women.
It is estimated that between 30,000
and 35,000 individuals would benefit
from this provision each year.

This amendment thus balances the
same values of fiscal integrity and
compassion which the committee's bill
sought to balance, and I hope that all of
our colleagues can support this modest
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amendment, again at a cost of $75 mil-
lion, finally deing something to cor-
rect the very, very real and tragic
problem of displaced homemakers who
have given their lives to raising their
children and to maintaining their
homes and to then find themselves in
their fifities suddenly widowed with-
out work and looking for weork. This
amendment would close, in a modest
way, that “widow’s gap” at a very, vexry
modest cost to the social gecurity fund.

Mr. DOLE. Mr. President, I always
look with favor on amendments of-
fered by the distinguished Senator
from Michigan because he is very sen-
sitive and very concerned sbout. the
needs of peopie. His amendment would
provide 8 months of social security
benefits for a widow or widower whose
spouse died while the widow or widow-
er was between the age of 50 and 6@

and benefits would be paid at the rate  line

for the widow or widower at age 60,
that is, 71.5 percemt.

1 think the cost between now and
1889 would be about $1 bilMom, the

confronting lifelong homemakers who
have been out of the habor foree for
many years and suddenly find them-
selves widowed in late middle age. This
amendment would allow older widows
to adjust to the loss of thelr spoune’™s
income and give thew a peviod of time
to prepare to enter the work force.

We had some outstanding women on
the National Comsmission and we be-
lieve we made some pregress im the
Commission in addressing the inequi-
ties facing women under social secu-
rity. We did provide for benefits for di-
vorced or disabled widows er widowers
who remarry. We changed the index-
ing for deferred survivor benefits. We
added the independent eligibifity for
divorced spouses. We increased bene-
fits for disabdbled widows and widowers.
We also changed the child care eredit,
through the amendment of the distin-
guished Senator from Colorado, whiely
we sdopted as part of a Jong-range
package. It i= not that we were not
conscious or concerned or sensitive to
discrimination in some aress of social
security. The current package does
contain several recommnendakions.

Our committee recognises that mare
remains to be dane an these issues and
hopes to hold hearings later this year
on a more comprehensive approach
than the solutions to individual prob-
lems offered In this package.

However, on this particular amend-
ment, how do you hold the line at age
507 Why not 40 or 45 or any other age
where someone is widowed and where
they may be unabte to find work?

if you were to take out any age limit
on this proposal, then the cost goes to
the ceiling. It is another great pro-
gram, and I commend the Benator
from Michigan for ealling i¢ to owr at-
tention, but I urge my ecolleagues to
defeat this amendment.
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woman from my State, the State of
Kansas, who was & mewmber of the
Commission, along wikis Mary Puller,
an outstanding member of the Com-
mission from the State of CaMfornia,
and the Senator from Colorado, had a
whole series of addftional women’s
issues they wanted to get into but
could not, because of the comstraints
in the Commission report.

Mr. President, may we have order?

The PRESIDING OFPICER. The
Senate wil! be in order. Conwersa
in the rear of the Chamber will please

cease,

Mr. DOLE. The Senater from New
York, the Senator from Kansas, and
others on the Commission made a
number of etforts in this area. We had
a whole list of things we wanted to ad-
dress, and finally we had to draw the

IhopetheSenat.ortromllﬂchfm
will let us proceed with hearings

which we will be holding this year in -

our commitiee. We know that there
are other areas that need to be ad-
dressed

Ontﬁkpmmrmw-
ever, 1 wonder how would we hoid the

‘line on protecting a spouse fram the

loss of & workex’s income only when he
has died? Loss of income ecan sl30
oceur with divarce, separation, disabil-
ity. Current disability beneilts require
a 5-month waiting period. A spouse, in
particular, withh no work histary, can
suffer loss of income in each of thase
situations. If we piek out only one, we
have difficulty im discriminating
against some other group.

I hope the Senator will let us conaid-
er the amendment in bearings, be-
cause we do plan 8 more comprehen-
sive approach.

Mr. MOYNIHAN. Mr. Preaident, the

compassionate
question is how to fumd it.

We have undertaken a broad consid-
eration of those sspeets of the social
security system which are nat equita-
ble to women, which discriminate
against them, or where the system
simply should be improved because of
those cireumstances.

Most important, 1 think, is the ques-
tion of shared esrmimgs. But the more
of these issues Inwvolved, the more -
portant our hearings will become.
lsmndam.h-smpMaprior-
ty. . ‘

I hope we can put this msatter over
until that early date when we take up
the large discussiom that is necessary.
We can not do it om this package. A
billion dollars in the next 7 years is a
bilkion dollsrs, and we dare not.

Mr. LEVIN. Mr. President, I thank
my friends from Kansas and New
York.

This is mdecd an important issue. It
is something which has been festering
a long time. As I imdicated, I intro-
duced a bill on this subject & number

" months you will have this

of years ago. It is am Inequity which
has to be faced. It cam be Isced now, in

Social Security spent mare time an
issue than on any other single izssue. Unfor-
tumately, our commission could not address
thix fssue due to the wgent priority of re-
storing the solvemey of the system. But we
do neot imtend this chedes to detract
the importance of restorimg the equitable
treatment of womnen im taday’s werld Th

provigionz of the bi-pertisan package, while

do not begin to address the fundamental,
though unfhtended, inequities, that act to
the disadvantage of all peeple except mem-
bers of intaet ome-earnes couples.

‘We have talked with her, and, by the
way, her reference to this issue relates
to inequities to women, not just the
particular amendment I am offering.

We also talked to Martha Keys, an
outstanding person, with great back-
ground in these issuex. She told us
that this is an excellent amendment,
that the area we sddress is an area of
extreme urgency.

We in the Senate all know about the
widows’ gap. We have let this go on.
We know there are women by the tens
of thousands in their fifties who are
left with children now grown and are
suddenly widowed and are not eligible
for the social security benefit. They
have not worked, they are threwn
onto the job markei, and they cannot
get a job. We all know that.

This amendment i3 a modest tranai-
tion amendment to say, ‘“Here, for 8
on
benefit so that you can survive.”

I say to the chairman of the commit-
tee that this is a very modest amend-

- ment in amount, in purpose, and in

intent, and it is the kind of amend-
ment we all can support.

We have taken actiomn to help small
business. We have taken action which
costs $200 miltien. The trust fund is
going to have to lay that out in 1984 to
help small! business. I think we can
take action which will east $75 million
to help widows.

Mr. President, in closing let me just
take 2 moment to thank Congress-
woman Mary Ross Oaxar, chairper-
son of the House Task Force on Social
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Security, ang her staff for the assist-
ance they provided in the formulation
of this important legislation.

Mr. DOLE. Mr. President, I do not
want to quarrel with my friend from
Michigan. He may proceed on it how-
ever he wishes.

We are concerned. We think we have
demonstrated that our concern is real.
This may.be a gap as pointed out by
the Senator from New York. It may
not be classed as an inequity. We had
a very difficult time saying no to many
of these worthwhile provisions.

We had a little surplus earlier on
today, but that has been wiped out, ac-
cording to the actuaries, by adoption
of the Long amendment. At one time,
we had a little cushion, and this
amendment might have been able to
fit into that little cushion.

Mr. LEVIN. I would be happy to
make the suggestion to the chairman
that if the Long amendment survives
intact in conference and if my amend-
ment were adopted, I would be happy
to see the conferees adopt this amend-
ment—if the Long amendment were
kept intact in conference.

Mr. DOLE. They might be able to
figure out something along that line.
If the Senator would raise the age to
55 and reduce the time to 6 months,
we might take it to the Rotunda or
beyond. .

Mr. LEVIN. Including the other part
of the suggestion, about the Long
amendment?

Mr. DOLE. I do not know anything
about the Long amendment. [Laugh-
ter.]

Mr. LEVIN. Mr. President, I suggest
the abserice of a quorum, so that we
can confer for a moment.

The PRESIDING OFFICER. The
clerk will call the roll,

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. LEVIN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. LEVIN, Mr. President, I send a
modified amendment to the desk on
behalf of the same cosponsors.

The PRESIDING OFFICER. The
amendment will be so modified.

The modified amendment is as fol-
lows:

At the appropriate place in the bill, insert
the following new section:

TRANSITIONAL BENEFITS FOR CERTAIN WIDOWS
AND WIDOWERS

Sec, . (a) Section 202(e) of the Social Se-
curity Act is amended by adding at the end
thereof the following new paragraph:

“(9XA) Any individual who for any
month—

*(1) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that such individual has not at-
tained age 60;

“(ii) had attained age 55 prior to the time
of the death of the deceased individual (on
the basis of whose wages and self-employ-
ment income the widow or surviving di-
vorced wife would be s0 entitled to a widow’s
benefit under this subsection); and
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“(iii) is not otherwise entitled to a widow’s

. benefit under this subsection, -

shall be entitled to a widow’s benefit under
this subsection (subject to the same condi-
tions as an individual entitled to a widow’s
benefit under this subsection by reason of
attaining age (680) for each such month
during the period described in subparagraph
(B) during which she meets the require-
ments of this subparagraph.

“(B) The period shall begin on the first
day of the first month beginning after the
death of the deceased individual (on the
basis of whose wages and self-employment
income the widow or surviving divorced wife
is entitled to a widow’s benefit by reason of
this paragraph) and ending with the earlier
of—

“(1) the last day of the eighth month be-
ginning after the death of such deceased in-
dividual, or

‘(i) the first day of the first month for
which such widow or surviving divorced wife
is entitled to a widow’s benefit under this
subsection other than by reason of this
paragraph.”.

{b) Section 202(f) of such Act is amended
by adding at the end thereof the following
new paragraph:

‘“9XA) Any individual who for any
month-—

“(1) would be entitled to a monthly benefit
under this subsection for such month but
for the fact that such individual has not at-
tained age 60;

“(ii) had attained age 55 prior to the time
of the death of the deceased individual (on
the basis of whose wages and self-employ-
ment income the widower would be so enti-
tled to a widower’s benefit under this sub-
section); and

“(iii) is not otherwise entitled to a widow-
er’s benefit under this subsection,
shall be entitled to a widower’s benefit
under this subsection (subject to the same
conditions as an individual entitled to a wid-
ower’s benefit under this subsection by
reason of attaining age 60) for each such
month during the period described in sub-
paragraph (B) during which he meets the
requirements of this subparagraph.

“(B) The period shall begin on the first
day of the first month beginning after the
death of the deceased individual (on the
basis of whose wages and self-employment
income the widower is entitled to a widow-
er’s benefit by reason of this paragraph)
and ending with the earlier of—

“(1) the last day of the sixth month begin-
ning after the death of such deceased indi-
vidual, or

“(ii) the first day of the first month for
which such widower is entitled to a widow-
er's benefit under this subsection other
than by reason of this paragraph.”.

“¢c) The amendments made by subsec-
tions (a) and (b) shall be effective with re-
spect to monthly benefits under title II of
the Social Security Act for months: begin-
ning after December 31, 1983,

Mr. LEVIN. Mr. President, the modi-
fied amendment, which I sent to the

-desk, reflects the suggestion of my

friend from Kansas that we start this
benefit that I described as a widows’
transition benefit at age 55 instead of
50 as in my orginal amendment and
that it be for 6 months instead of the
8 months as in the original amend-
ment,

1, as always, am so grateful for the
help of my friends from Kansas and
Louisiana.

I think the suggestion is a construc-
tive one which gets on the books at
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least on this bill a provision which we
have been struggling for so long to
achieve, We have not recosted it, but I
presume it would be something less
than $75 million, perhaps in the area
of $50 million in the first year, that di-
vided by perhaps half because we are
starting at age 55 instead of 50. So I
presume it would be in the area of $25
million to $30 million.

I hope that my friend from Kansas
and my friend from Louisiana will try
to hold to this position in conference
regardless of the disposition of the
Long amendment in conference.

Mr. DOLE. Mr. President, if the Sen-
ator will yield to me, let me assure the
Senator I did not mean to connect the
two. I am sure the Senator from
Michigan did not. But I think with the
modification mentioned before, the
Senator from Kansas is willing to
accept the amendment., ,

Again I will say that the amendment
has a great deal of merit, but there are
a number of others that probably fit
in that same category. I am not cer-
tain what the reaction of the House of
Representatives will be. I am certainly
willing to test it.

Mr. LEVIN. I thank my friend from
Louisiana and my friend from Kansas
for their constructive suggestion and
help and thank the Chair and yield
the floor.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment, as modified, of the Senator from
Michigan.

The amendment (UP No. 132), as
modified, was agreed to.

Mr. LEVIN. Mr. President, I move to
reconsider the vote by which the
amendment was agreed. to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. SIMMS. Mr. President, a parlia-
mentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. SIMMS. Mr. President, have the °
yveas and nays been ordered on final
passage?

The PRESIDING OFFICER. They
have not.

Mr. SIMMS. I ask for the yeas and
nays on final passage.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

UP AMENDMENT NO. 133
(Purpose: To disregard tax-exempt interest .
in the computation of adjusted gross
income for purposes of the taxation of

Social Security benefits)

Mr. LONG. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:
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The Senstor from Louisiana (Mr. Lowa)

Mr. LONG. Mr. President, I ask

out objection, it is 30 ordered.

The amendment is as follows

On page 115, beginning with line 21, strike
out all through page 116, line 3, and insert
in lieu thereof the following:

section and sections 221, 811, and 931.

Mr. LONG. Mr. President, thés
amendment deals with a provision
that was not in the Commission reo-
ommendation. It deslls with a provi-
sion that was mot in
And in my judgment it

E

tional. We have debated that matter

before in the Senate and I helleve

w&natmbemtomdmmndme
e.

It seems that every year the people
who want to tax State and local band
interest seem to find some new way of
trying to do it. The problem {5, no
matter how the propasal is dressed up,
taxing State and local bond Mnterest
still raises serious constitutional prob-
lems.

The proposal would not affect the
taxation of higher income people. Let
me expiain that for a moment, Mr.
President, Decause a lot of folks do not
understand this.

This proposal in the committee bRl -

does mot apply to people who are
making a lo$ of incemme. It endy applies
to Httle people in the middie-income
bracket. Por example, if a person had,
let us say, $56,000 of adjusted gross
income and $100,000 of tax-exempt
bond imcorse, he would pay the tax on
half his social security benefits
anywsay and & wouwld make no differ-
ence how mueh. he had in tax-exempt
income. Whether he had $1 or
$100,000 of tax-exempt Imcome, once
he has the $50,008 or for that matter
once he has $40,000 of adjusted gross
income, from that point forward he is
paying all the tax that is te be paid on
50 percent of his secial secwrity
income anyway. o
So this is omly a tax prevision to
strike at midedle-income aged people. It
is not one to strike at very weslthy
aged peeple.

I do mot think the committee really
understood the matter when the com-
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mittee voted to put this on the statute

additional taxes.
Now to support that statement, Mr.

1
:
E

eryome’x incomae tax return—eomplete-
1y offxets whatever might be raised
with the provision.

In shors, Mr. President, the provi-
sion in the committee bill creates
psoblems of constituetionality and com-
plexity i order te close am imagined
:lm&ndmurnlb, exist at

Mr.

S 3731
But under the terms of the Pinance

(Mr. SYMMS assiasned the Chair.)

Mr. LONG. Why did the Finance
Committee adopt such s proposal? It
was not in the Soeisl Security Com-
mission’s recommendations, and the
revenue cest over the next 7 years is
to be estimated.
 you want to diseriminate
eold people? Any-
those tax-exempt

gt
HLH
il
gt

i

:

:

=3
|
:
%

Furthesmore, once a taxpayer had
brought hia coumtable income down
below the $25,000 or $32,000 thresh-

to estimate. '
Mr. D’PAMATO. Mr. President, will

$10,000 a year of that income coming
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from tax-exempt muncipal bonds, that
that-$10,000 would be calculated in the
formula and thereby your social secu-
rity benefits over and above the cutoff

. would be taxable; is that correct?

Mr. LONG. That is right. Half of it
would be taxable, ,

Mr. D’AMATO. Now supposing, for
example, you are 55 years of age and
you have an income of $100,000 from
tax-exempt municipal bonds, you pay
no taxes on that, is that correct?

Mr. LONG. That is correct.

Mr. D’AMATO. So we are saying in
essence that if you have $100,000 in
municipal bond income and you are
not qualified for social security, you
have not reached retirement age, you
pay no tax. But if you have $10,000
and you are on social security that can
be the difference that raises your ad-
justed gross income to $35,000 maxi-
mum, husband and wife, and that will
put you into a taxable status; is that
correct?

Mr. LONG. That is absolutely cor-
rect.

Mr. D’AMATO. Is it further correct
that the Social Security Commission
recommended this?

Mr. LONG. No; the Commission did
not recommend that.

Mr. DAMATO. Well, they showed
good judgment.

Mr. LONG. The House did not rec-
ommend this, either.

Mr. D’AMATO. Is there any revenue
loss or gain that has been determined?

Mr. LONG. It will gain what revenue
estimators call an asterisk, which
means somewhere between zero and $5
million in revenue over a 7-year
period. This excludes the cost of ad-
ministration.

Mr. D’AMATO. If you had munieci-
pal bonds and were drawing social se-
curity and had an income, of $10,000
from the municipal bonds, and if it
were going to place you in a taxable
position on your social security, and
you were getting a 6 or 7, or 8 percent
yield, would you not be wise then to
convert them into a higher taxable
yield, by selling those municipals be-
cause you would not have the tax ad-
vantage any more in holding them,
and would you not have people con-
verting from municipals into other
bonds, and other people purchasing
other bonds instead of municipals as a
result of this?

- Mr. LONG. Why, of course. In other
words, the point is that in a great
number of cases if people do happen
to have a State or municipal bond
they would just have to replace them
with other investments.

Mr. DAMATO. In the Senator’s
opinion, drawing on all his years on
the Finance Committee, what would
that do to the municipal bond market?
Would that raise or lower the cost of
those bonds when, for example, the
Village of Island Park, in which I live,
consisting of 5,300 people, goes into
the municipal bond market to borrow,
would it not cost that village more in-
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terest to borrow? Would not people
expect a greater yield as a result?

Mr. LONG. Middle-income taxpayers
drawing social security would go to a
tax consultant to try to plan what to
do with their municipal bonds.

They go to a tax consultant and he
says, ‘“let me see, unless you have
$35,000 of income, the first thing you
should do is to sell your municipal
bonds.” This Senator knows that will
hurt the market for State and munici-
pal bonds and force State and local
governments to pay a higher price to
borrow money.

Mr, D’AMATO. I might make note
of the fact that I have asked the trea-
surer in the county in which I live,
Nassau County, Long Island, what the
effect of this would be. After checking
with various bond counsel he said they
indicated that with time this provision
could result, without gain to the
Treasury, in an increase of as much as
200 basis points.in borrowing costs.

When we are talking about borrow-
ing of billions of dollars by State,
county, city, village, town govern-
ments, we are talking about increasing
the cost to local governments that
need these revenues. They will then
have to raise real property taxes on
working middle class families who, for
the most part, support those govern-
ments.

But the thing I find to be incredible
is that there is no revenue gain here.
People will be forced in many cases to
dispose of these bonds, depressing the
municipal bond market, resulting in
their being less accepted. Consequent-
ly, there will be a higher cost to local
governments passed on to the working
middle-class people, as well as those on
social security.

Mr. LONG. I agree with the Senator.

Now, Mr. President, if Senators con-
sider anything wrong about the tax-
exempt status of State and municipal
bonds, if they consider this to be a tax
loophole, why would they want to go
after these retired middle-income aged
people but not the rich people? Why
not go after persons who invested mil-
lions in tax exempt bonds? Why not go
after them, because with large
amounts of tax-exempt bonds, why
could they not say, “From this point
forward you must pay a tax on income
on your tax exempt bonds?”

Why not just go after it that way
and see if you cannot overrule the Pol-
lock case decided in 1895 that you

could not tax those bonds, and try to:

get the Supreme Court to reverse
itself? Why not go after the rich
people? Why go after only the middle-
income people?

Mr. D’AMATO. I concur with the
Senator. It seems to me if we are going
to talk about closing tax loopholes the
place should not be on the social secu-
rity bill.

I have heard since I have been here
about how we want to close these loop-
holes. Why do we not develop a tax
system that says people at a certain
income have to pay & minimum tax,
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including the income that may come
from tax-exempt bonds and municipal
bonds? It would seem to me that
would be a more appropriate way. It
would deal with the real abuses that
people worry about, so that people
who have incomes in the hundreds of
thousands of dollars, in the millions of
dollars, who pay no taxes will be af-
fected. But it is certainly not solving
the problem to place a tax on middle-
class working people, who worked all
their lives and now have a small
income and subject them to a tax with
no revenue gain, especially when the
local governments are going to wind
up levying throughout this country
millions of dollars more in real proper-
ty taxes because the value of their
bonds will be published. .

I strongly support the Long amend-
ment. It makes eminent good sense.

Once again we find ourselves faced
with the situation where those people
who prepose these kinds of amend-
ments really do not deal with the to-
tality of the question. If they want to
argue everyone should pay a fair
share, let us look at the entire code.
Let us see to it that everybody, regard-
less of how much they may own in the
way of municipal and industrial reve-
nue bonds, no matter how much they
may contribute to charities, will pay a
certain minimum when they are above
a certain income, '

It is unfair to have someone who is
making a million dollars a year and
who, as a result of purchasing revenue
bonds, municipal bonds, and tax ex-
emptions and as a result of charitable
contributions and various writeoffs,
pays no taxes.

I think the Senator from Louisiana
agrees with me. We do not want to
avoid the closing of a loophole, but let
us do it the right way and not in the
way that penalizes middle-class people.

Mr. LONG. Mr. President, another
thing that is wrong about the amend-
ment is that if someone wants to start
a tax reform movement, to go after
the so-called tax expenditures in the
Internal Revenue Code and tax them,
there are a number of them. The Con-
gress passed Mr. DoLE’s tax bill last
year, and we had various types of
income included in the alternative
minimum tax base. But we expressly
voted here in the Senate not to in-
clude the interest from State and mu-
nicipal bonds in this income base be-
cause we concluded that they were
sacrificing income by forgoing the pay-
ment of tax on them. We did include a
number of preference items in the al-
ternative minimum income tax base,
so that they could be subject to a
minimum tax.

Now, if one wanted to subject one-
half of social security income to tax,
then let us expand the income tax
base in a nondiscriminatory fashion
and say, “Here are the items that are
in the alternative minimum income
tax base adopted by the Tax Equity
and Fiscal Responsibility Act of 1982.
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We could say, “Now, all right, if these

old people have a minimum income
tax base then we are going to tax 50
?let;cent of their social security bene-

Well, if you wanted to do that, at
least you would be trying to tax social
security income based on an economic
income concept. However, these people
are?omltted. Why would they be left
out

They want to tax dear old grandma
because she holds a bond issued by the
city government of her own home-
town. Why would they want to go tax
grandma in a situation like that? If
she is a rich grandma; they are not
going to tax her social security. They
are only going to tax her if she is one
of the middle-income people. What do
they have against the State and local
governments?

Mr. D’AMATO. Look at the basic ad-
vantages of it again. If you have only
$10,000 tax-exempt income from mu-
nicipal bonds and it pushes you over
the threshold for social security pur-
poses and then half of your benefits
are taxed, that is-one thing. But what

about the person who has $100,000 in-

tax-exempt income from municipal
bonds and is eligible for social secu-
rity? So now that person is adding
social security and does not pay one
penny more on that. :

So to use this in connection with the
formula for an adjusted gross income,
which will put you over the threshold
and now make your social security
income taxable, only hurts one

group—middle-class families; working:

families. Not the wealthy. It does not
close the loophole for the wealthy. It
does not make them subject to one
penny more than what they -would
have paid in any event.

Let us pass a tax across the board
and say if you make a million dollars a
year you cannot exclude and take
writeoffs with all of the shelters, in-
cluding municipal revenue bonds; that
you have to pay & minimum.

That is the way to do it, but not
here in the social security bill; not
here when you are not going to raise
any money, when we are going to dis-
turb the municipal market. Because
even though the gain to the Govern-
ment is $5 million, maybe, over 7T
years, it will result in munictpal reve-
nue bonds becoming less attractive.
They will go up 100 basis points and
then 200 basis points, and that will
result nationwide in hundreds of mil-
lions of dollars & year more in costs.
To whom? Towns, villages, counties,
and cities that cannot afford it. What
do they do? They have to raise real
property taxes. And who pays the
burden of real property taxes? The
small homeowner, the businessman.
For what? So they can say, “Oh, we
are closing the loophole.”

We are not closing the loophole. We
know how to close loopholes if we
really want to go after them. This is
not closing the loophole. It is counter-
productive. . .

‘complex without considering
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So I rise to support this amendment.
1 urge my colleagues to think very
carefully about this amendment. It is
an important amendment. There will
be those among their constituents who
will see there is no justice in the bill
when they are pushed up over this
level and have to pay additional
moneys and, there will be an erosion
of the municipal theory.

By the way, it probably is unconsti-
tutional.

I thank the Senator.

Mr. LONG. I thank the Senator.

.Mr. President, another problem with

-this proposal is that it would add to

the complexity of our Tax Code. Most
of the complications in our tax laws
affect only a few sophisticated busi-
nesses who want the complexity be-
cause it reduces their taxes. However,
this proposal would make more com-
plex a provision affecting many of the
social security beneficlaries who did
not buy these tax-exempt State and
municipal bonds for that purpose.

The mechanism for taxing soeial se-

curity benefits is already Mﬂcienut.lxy
exempt ineome. It would add addition-
al lines to the tax return—maybe
three additional lines to the tax
return—in order to report and then
compute this income to see how much
additional tax is owed.
. Do we really need the additional
lines on the tax return, the additional
recordkeeping burden, and the addi-
tional steps in the formula that this
municipal bond provision would add?

Let me also point out that the Inter-
nal Revenue Service has never asked
for or received any information from
States or municipalities on who re-
ceives tax-exempt income. I wonder
whether we would need to impose re-
porting requirements on our State
governments and reporting require-
ments on the cities and the counties in
order to help the Internal Revenue
Service police this provision.

That would certainly be a significant
burden on States and localities, But it
might be necessary in order for the
provision to be applied in an effective
way.

Mr. President, as I stated earlier,
taxing State and local bond interest is
unconstitutional. The leading case in
this area is Pollock against Farmers’
Loan and Trust Co. There were actual-
ly two Pollock decisions: The first in-
validated portions of the 1984 income
tax law, including the attempted tax-
ation of State and local bond interest,
and a second opinion, issued after re-
hearing, held that the entire tax law
was unconstitutional. -

The opinions written in the two Pol-
lock decisions make it clear that Fed-
eral taxation of State and local bonds
is unconstitutional. Under the cases,
the constitutional defect as to tax-
ation of State and local bonds is that
such a tax directly impairs the borrow-
ing power of the States. The Supreme
Court held that the Federal Govern-
ment cannot, under our Constitution,
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impair this State and local borrowing
power. The Pollock opinions make it
clear that this is a separate and dis-
tinct rationale that would by itself
defeat attempts to tax State and local
bond interest. Although the second
Pollock decision invalidated the re-
maining portions of the 1894 law on
the grounds that the tax was a direct
tax required to be apportioned among
the States, it did not withdraw the
separate rationale applicable to State
and local bond interest. In fact, Justice
Brown'’s opinion in the second Pollock
decision emphasizes that the question
of bond taxation is not a question of
apportionment, but is rather a ques-
tion of total lack of Federal taxing
power.

When the 16th amendment was
taken up in Congress, the question of
taxation of State and local bonds was
not discussed and, as later events
show, it was not contemplated that
the amendment would permit taxation
of State and local bond interest. When
Charles Evans Hughes, then Governor
of New York, raised the question
during the ratification process of
whether the 16th amendment would
permit taxation of State and local
bond interest, he was assured by Sena-
tors Borah and Brown, who played a
major part of this process, that no
such interpretation was possible.
These comments may be found in the
CoNGressIONAL Recomp for February
10, 1910. The Recoxp for March 1,
1910, contains similar reassurances in
the form of a letter from Senator
Elihu Root to a New York State sena-
tor. Congressional debate on a propos-
al made during World War I to tax
State and local bond interest also
shows the congressional view that
such a tax would be unconstitutional
notwithstanding the 16th amendment,
as does the fact that, in 1923, Congress
considered adopting a oonstitutional
amendment to permit taxation of
State and local bond interest. The
1923 proposed amendment passed the
House but did not pass the Senate.

The Supreme Court has held on sev-

" eral occasions that the 18th amend-

ment did not extend the Federal
taxing power to new subjects. In these
decisions, the Court held that the
amendment merely removed the ne-
cessity for an apportioninent of the
Federal income tax among the States.
These decisions confirm the view that
the 16th amendment did not create &
new Federal taxing power over State
and local bond interest.

The precise question of taxing State
and local bond interest has not been
considered by the Supreme Court
since the adoption of the 16th amend-
ment. However, the Supreme Court
has on several occasions, after the rati-
fication of the 16th amendment, ex-
pressed the view'that the Federal Gov-
ernment cannot tax State and local
bond interest, citing the Pollock case
as authority.
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As a matter of fact, Mr. President,
on later occasions, when Charles
Evans Hughes, the Governor of New
York to whom I referred, became the
Chief Justice of the U.S. Supreme
Court, in cases dealing with this sub-
ject he made a point to state, by way
of dictum, that the Federal Govern-
ment had no authority to tax interest
on State and local bonds. Justice
Hughes was an individual who had a
complete understanding of the entire
legislative history of this matter. As
the Governor of New York, he had
been assured by the legislative process
that the 16th amendment had no pur-
pose to allow taxation of State and
local bonds, and could not be so con-
strued. .

Keep in mind, Mr. President, that
the ratification process is part of the
legislative process in passing a consti-
tutional amendment.

As I stated, on several occasions
after the ratification of the 16th
amendment—involving cases on other
subjects—the Court has distinguished
the special case of bond interest from
questions such as the taxability of
Government contractors and employ-
ees by pointing out the immunity of
the States’ borrowing power from Fed-
eral taxation.

In view of the Pollock decision, its
many reaffirmations since the ratifica-
tion of the 16th amendment, and the
legislative history of the amendment,
and of other related measures, it is
clear that the provisions of the Fi-
nance Committee bill that would tax
State and local bond interest will di-
rectly contradict a well-established
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bonds at all. It has nothing to do with
the taxation of municipal bonds. What
we are saying is that municipal bonds
can count as a basis on which social se-
curity becomes taxable.

The decision is made that social se-
curity will be taxable at certain brack-
ets. That is not what we are debating
here this afternoon. That decision has
been made.

Half of your social security income
at certain levels will be taxable, .

The question of whether tax-exempt
bonds should never be figured in a
base, should never be involved in any
taxation, of course, does not apply
here. As & matter of fact, if we look at
the Federal estate tax law we will find
that so-called tax-exempt-bond value
is computed when one computes the
valuation of an estate for tax pur-
poses. There is a tax applied on so-
called tax-exempt bonds, the value of
them, in computing the Federal estate
tax. .

Mr. President, what we are discuss-
ing this afternoon is not revenue. It is
not a question of whether it is an as-
terisk or a double asterisk, whether it
is $7 billion over 6 years or not. What
we are discussing this afternoon, Mr.
President, is equity. Is it fair to two
people with the same amount of
income, one to suffer a tax on his or
her social security and the other not,
solely because of the definition of the
type of income that is.

Mr. President, let us take the case of
somebody with a $22,000 pension, a
pension from the company that he or
she worked for. That person, with
$4,000 or $8,000 from social security,

constitutional prohibition of taxing a - with $4,000 computed here, would

State government. Congress should re-
spect constitutional limitations on the
Federal taxing power and should not
impose a tax such as this without new
and express constitutional authoriza-
tion. This is especially so when the
possibly unconstitutional provision is
apparently unnecessary and otherwise
imposes troublesome burdens of com-
plexity on our senior citizens.

Mr. President, I would like tb add as
cosponsors of this amendment the
Senator from New York (Mr.
D’AmaTo), the Senator from Florida
(Mrs. HAWKINS), the Senator from
South Carolina (Mr. THURMOND), and
the Senator from Mississippi (Mr.
STENNIS).

The PRESIDING OFFICER. With-

out objection, it is so ordered.

Mr. CHAFEE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Rhode Island.

Mr. CHAFEE. Mr. President, I com-
mend the Senator from Louisana and
the Senator from New York who are
doing the best they can with a very,
very bad case. I think they have been
eloquent in what any objective observ-
er would say has been on the side of
inequity.

Mr. President, there has been long
discussion about taxation of municipal
bonds. I think we can dismiss that.
This is not taxation of municipal

have a tax. Clearly, that individual
would suffer a tax.

We have decided that. But what is
being proposed here on the floor is
that somebody with $100,000 of tax-
free income, when he or she receives
his or her pension of $8,000, that be
free from any tax.

Is that fair, Mr. President? Is that
what we want to do in the Senate of
the United States? I do not think so.

The question here is equity. Are we
going to permit someone who is
wealthy enough or who has the ability
to shift around—many people who are
going to become taxable under the
proposal that is part if this bill do not
have the ability to shift their income
around. If you have a pension from a
company, that is a pension. You
connot make it nontaxable, as opposed
to the person whose income comes
from stocks and bonds who can shift
around and put part of it into tax
exempts and part of it not into tax
exempts. If we are going to make the
social security taxable in certain
brackets, let us be fair to everybody in
the country. Let us not have some
groups that are able to avoid that tax
through shifting around.

It is not some little old lady, now. It
is nice to cloak these in that guise of
mama or grandma. But that is not the
situation. We are dealing with wealthy
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people who have the means, who have
the assets to shift them around so that
they can avoid the tax on their social
security. Is that fair? I do not think so.

Mr. MELCHER. Will the Senator
yield for a question? :

Mr. CHAFEE. If I may just complete
my remarks, then I shall yield the
floor. The Senator may have thesfloor
when I finish.

It seems to me, Mr. President—Ilet us
set aside the arguments about reve-
nue, the arguments about taxing tax-
exempt bonds. That is not before the
House this afternoon. We are solely
discussing equity. Equity is clearly on
the side of the measure that was
adopted in the Finance Committee
and is a part of this legislation.

Mr. MELCHER. Will the Senator
yield for a question?

Mr. CHAFEE. Yes.

Mr. MELCHER. Is it not the general
case, almost the universal case, that
these tax-exempt bonds carry a lower
rate of interest return? .

Mr. CHAFEE. That is the theory of
it. That is the theory, that one shifts
into tax exempts and his income is re-
duced. It is not always so.

I have here a clipping from the
Washington Post of last Friday: Try
new investment formula, 10.13 per-
cent; tax-exempt money market and
municipal bond fund. Just $2,000 to
open an account, total liquidity—in
other words, short term. Unlimited
checking.

These are tax exempts. It says if you
are in the 50-percent bracket, tax-
exempt income Is worth twice the
yield; even in the 24-percent bracket,
10.13 tax-free is worth a taxable yield
of 13.33.

While the theory is a lower yield, it
does not always work out that way.

Mr. MELCHER. Will the Senator
yield for a further question?

Mr. CHAFEE. Yes.

Mr. MELCHER. Is it not the general
practice that, for instance, school
bonds are tax exempt, city bonds are
tax exempt, in order to permit a
school district or the city to be able to
sell bonds in a little different market,
with a little different attraction, in
order to save the taxpayers of the
school district or the city some tax
money? -

Mr. CHAFEE. Yes, that is the
rationale for tax-exempt bonds.

Mr. MELCHER. I thank the Sena-
tor.

Mr. LONG. Mr. President, did I hear
the Senator refer to an advertisement
to buy tax-exempt bonds at 13.33 per-
cent?

Mr. CHAFEE. No, Mr. President, I
did not say 13.33. I said 10.13.

There is an ad that someone gave
me. But that is not what I read from.

Mr. LONG. I thought I heard the
Senator say sbmething about 13.33.

Mr. CHAFEE. No, I believe the
Recorp will show I said 10.13. But
someone put on my desk 13.75 tax-free
municipal bonds, interest income
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exempt from Federal income tax, and
so forth.

Mr. LONG. My thought would be
that if the Senator is going to advise
someone to buy tax-exempt bonds at
13.33 percent, he had better advise
them that there is a very severe ques-
tion of whether they are ever going to
get their principal back. They might
collect an interest payment or two, but
if they are going to buy a t.ax-exempt
bond at that rate, it is sort ‘of like
shooting craps at Las Vegas. You
might never get your money back.

Most bonds that are touted as being
solid bonds, that would be recommend-
ed by most people in the investment
tield, would draw a lot less interest
than that.

Mr. DOLE. Will the Sena.tor {from
Rhode Island yleld?

Mr. CHAFEE. I am glad to yleld.

Mr. DOLE. Mr. President, I do not
know how long we want to spend on
this amendment. It is not one of the
major provisions in this bill. We have
been on it 45 minutes. There are still
other amendments pending and we are
asked to go to conference tonight,
hopefully by 8 o’clock tonight. Is there
anyway we can have a time agreement
on this amendment with an up-or-
down vote, say, by 6 o’clock?

Mr. CHAFEE. Mr. President, I do
not need anything like that. I would
take 10 minutes equally divided. Five
minutes apiece. It is up to the other

side.

Mr. LONG. Mr, President, I do not
think we need any agreement. As far
as I am concerned, I am ready to call
the roll ow. There may be someone
else who ht not agree with me.

Mr, DOLE. I do not think anybody
hashada cha.twe to talk about this on
the other side. We might hear the
Senator from Rhode Island.

Mr. CHAFEE. 1 did briefly talk, Mr.
Pres!dent I would like to address my
remarks, if I may, to the Senator from
New York, who envisioned this as one
of the most cataclysmic steps being
taken by the Senate in many a year.
He sees an effect with all kinds of dis-
astrous ramifications on the municipal
bond market as it affects the local
community.

As he knows, the Senator from Lou-
isiana made it very clear that the reve-
nue implications here are only an as-
terisk’s worth. When you'- are only
down to an asterisk, you are not talk-
ing about much.

Mr. D’AMATO. Will the Senator
yield for a question on that point?

Mr. CHAFEE. If I may just finish.

8o, if it is only an asterisk’s worth,
which is a new term—I have to get
used to that; I have trouble even pro-
nouncing it—the effect of the ramifi-
cations on his hometown or his bond
market, his community, is that it will
be absolutely uninfluenced.

My point is that that is not the con-
cern. What we are trying to do here
under this amendment is have equity,
to have fairness, That is what we are
striving for in this very modest part of
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the bill that we are discussing right

now.
tlI shall be glad to yield for a ques-
on.

Mr. D’AMATO. Mr. President, if
indeed we are talking about $5 million
over 7 years, why would we want to set
in motion a chain of events that,
indeed, would make municipal revenue
bonds less attractive and would cost
fgr more to local government than
would be gained? If we are talking
about the appearance of equity, I
would agree with my distinguished col-
league friend from Rhode Island. But
this part of the bill does not do a thing
in terms of dealing with those people
who have millions in income and who

pay ho taxes,

It simply misses the mark. It is an
asterisk that does not raise revenue,

‘but it is an asterisk that creates the

appearance of equity. It really is a
sham.

Mr. CHAFEE. Mr. President, I just
say in winding up that what it seems
to me the opponents of this are trying
to _do is create an incentive to pur-
chase tax-exempt bonds, an incentive
that does not exist today, that the in-
equity we are talking about eould
arise. I do not think we want that, Mr.
President. I think we want to u:hleve
the greatest possible degree of equity.
If somebody whose income is locked
into certain forms, as 1 mentioned—to
a pension, or a working person, a
person over 65 who has to continue to
work—that person dges not have the
ability to have part of his income tax

free. A person who is earning $25,000

by continuing to work over the age of
65 draws social security. That social
security will be totally taxable.

&whatwearedoimmderthe
amendment that is° being p
here this afternoon is really penallllnl
the working person or the person who
is not.rich enough, who does not have
enough flexibility in his or her income
to shift it around to take advantage of
an incentive which would be provided
in the amendment that is being spon-
sored by the proponents this after-
goon. I am prepared to vote, Mr. Presi-

ent.

Mr. LONG. Mr. President, the Sena-
tor argues that his amendment would
not tax the State and local bonds, and
that is not his purpose. Mr. President,
let us just compare this situation to
the zero bracket amount and the so-
called personal exemption, For a
family of four, there would be no tax
except on income that exceeds $7,400.
From that point forward a tax could
be owed.

Now, if we were to say that interest
from State and local bonds would
count against their $7,400 personal ex-
emption and zero hracket amount, and
the family had $7,400 of such interest,
they otherwise would have paid no
tax. -However, by making the income
from the State and municipal bonds
push up everything else from the
bottom, you would have taxed an addi-
tional $7,400 by saying that an equal
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amount of income from State and mu-
nicipal bonds would be counted
against the zero bracket amount.

That has the effect of taxing the
State and municipal bonds. Keep in
mind that when the court in the Pol-
lock case said that it was unconstitu-
tional to levy an income tax on the
income from State and municipal
bonds, they said it was unconstitution-
al because it placed a burden on the
power of the State to finance itself by
borrowing money. I do not care wheth-
er you are taxing the interest under
this amendment or whether you are
taxing it through the zero bracket
amoint. However you get at it, you are
placing a burden on the income of
those tax-exempt bonds. It does not
make any difference whether you tax
them directly or indirectly. The
burden is still there, and that is what
the Senator seeks to do with his
amendment. There is no doubt about

" it; he is seeking to do exactly what the

Pollock case said you could not do.

Mr. President, that stems from the
old case of McCulloch against Mary-
land where Chief Justice Marshall
held that the power to tax is the
power to destroy, and that if you let
the Federal QGovernment tax the
States, it can destroy the State govern-
ments. It would be just like permitting
the State to tax the Federal Govern-
ment, That would permit those who
created the Government to destroy it.

The States have no right to destroy
this Federal Government. That has
been decided many years ago and even
on battlefields. The States have no
power to destroy the Federal Govern-
ment, and the Federal Government
has no power to destroy the State gov-
ernments. That is the principle the
Senator from Rhode Island seeks to
violate with his provision. Congress,
Mr, President, has not seen fit to go
alonzwlththst.Weh;ndthhsame
issue before us on the TEFRA bill, and
the Senate voted by a clear margin to
strike out the proposal that would put
the minimum tax on State and munici-
pal bonds. It recognized the same prin-
ciple which has been upheld by great
Justices down through the years, in-
cluding Justice Charles Evans Hughes,
that we do not have the power to do
that. And the Congress, Mr. President,
has in the main denfed the Internal
Revenue Service the right to take the
States to court to try to prove that
they could tax these bonds under the
Constitution. Congress has expressly
put in the law up to this point that
the income from these State and mu-
nicipal bonds is not taxable, and that
it is not our purpose to tax them. The
Congress has also kept the faith that
the sponsors of the constitutional
amendment permitting the incame tax
made when they passed that amend-
ment and assured the State legisla-
tures that it did not tax these bonds,
that it was not their intention to do
that, and that they did not do that.
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We should not be doing it either, Mr.
President.

Now, look at the complexity. We are
talking about something that is not
going to raise any money at all, no
money. Why do this? Under the com-
mittee bill, the IRS has to put a line,
maybe two or three lines on your tax
return. I would like to illustrate. Ev-
erybody fills out the same tax return,
s0 here is the line: If you are over 65
years old and you have some social se-
curity income, then put in here the
amount of income you are getting
from State and municipal bonds. Add
your adjusted gross income. Now
report half of your social security
income. Now substract $25,000 from
that and divide two by two and add
that to your taxable income down
here. How many lines can you get by
with on your income tax return when
you start trying to do all this?

Why do you want to get into all that
complexity if you are not going to
make any money for the Government?
If you are going to make some money
for the QGovermment, perhaps you
might take the view that the end justi-
fies the means.

Let us talk about equity. I have
stood here year in and year out and
heard people talk about tax expendi-
tures. I heard about this until I was
sick of it.

Let us just look at some of the items
of tax preference:

Accelerated depreciation on real
property. If you want to do something
about equity and say these old people
cannot get away with any tax break,
then why not put this in here? Accel-
erated depreciation on real property.
Why let them get a break on that?
Tax these old folks.

Next item: accelerated depreciation
on leased personal property. Why not
go after these old people if they have
some of that? Next item: Amortization
on certain pollution control facilities.
Tax grandpa if he has some of that.
Here is the next one: Mining explora-
tion and development costs. Tax
grandma if she has some of that. Then
circulation and research and experi-
mental expenditures. OK, put that in
there and if Uncle Jim has some of
that, go after Uncle Jim. Next, re-
serves for losses on bad debts of finan-
cial institutions. All right, go. after
those people. If old Aunt Susie has
some of that, OK, go after her because
she is involved in one of these institu-
tions that has a bad debt.

Next, depletion. By all means, if
grandma has some income from an oil
well, go after her. Do not leave
grandma out.

Then we proceed to incentive stock
options. If they have some of that, go
get them. Intangible drilling costs, go
get them. Accelerated cost recovery,
go get them. )

I would like to ask, why not go get
them? In other words, if you are going
to go after somebody who is losing a
lot of income because they bought a
State bond from the State where they
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live or because they bought a paving
bond in a city or the county where
they live, if you are going to go after
those bond purchasers, why leave out
these other people?

I have heard people stand here and
defame these rich oil people. Why
leave them out? Why go after some-
body who bought a bond in his home-
town to help by a fire truck?

It defies imagination, Mr. President,
If one wants to do justice and equity,
why single these people out for special
taxes when you are not going to do it
to the rest of them? To be just and to
be fair, perhaps you should include all
the tax preferences. In fact, they
should go in ahead of everything else,
because when Congress legislated and
looked at this, it thought that if you
want to have tax reform, these are the
areas you ought to go after first.

So, Mr. President, I hope that the
Congress does not get into this mare’s
nest. It serves no purpose. All it is
going to do is wake up some Governors
and wake up some mayors, most of
whom are not yet aware of what is
happening here. You wake up Gover-
nors, wake up mayors, wake up county
commissioners who will say: “My good-
ness, what in the devil are those
people doing in Washington? Go talk
to those people.”

Mr, D’AMATO. I wonder if the Sen-
ator would yleld?

Mr. LONG. 1 yield to the Senator.

Mr., D'AMATO. In the past Con-
gress, we allowed fire districts that did
not have the ability to sell municipal
bonds to come in. Was that not just
this past Congress that we did that,
that volunteer fire districts, for the
first time, could sell bonds? It had a
municipal purpose.

What 18 the difference between the
status of those who now have munici-
pal treatment, tax-exempt treatment,
and their prior status, under which
they could not sell tax-exempt bonds?
It is a8 much as 5 points. And who
saved the § points?

As a result of our action, people who
bought those municipal bonds received
5 percent less because they were mu-
nicipal, and therefore they were tax
free. That meant the municipality, the
local taxpayers, paid 5 percent less. It
meant that it cost the homeowners,
the working people, the taxpayers in
the villages and towns and in the fire
distriets, that much less.

When we talk about the difference
between a tax-exempt bond and one
that is not tax-exempt, we are talking
about driving up the cost of local gov-
ernment billions of dollars.

INTRODUCTION

Mr. DOLE. Mr. President, I rise to
express my support for the committee
bill, which incorporates a very helpful
amendment regarding tax-exempt
bonds, offered in committee by Sena-
tor Caaree. The amendment offered
by Benator Lowc would strike that
very important provision added in
committee. The committee rule does
not tax tax-exempt income, but only

March 23, 1983

looks at tax-exempt income in deter-

mining whether half of social security

benefits will be subject to taxation.
PROVIDING BROKERS A NEW MARKET

Mr. President, the distinguished
senior Senator from Louisiana has
spoken quite eloquently in favor of his
amendment to disregard tax-exempt
income for this purpose. And when
Senator Lownc talks, people listen.
That does not concern me, since the
Senator always enlightens us when he
speaks on matters of tax policy. What
concerns me is that when E. F. Hutton
talks, people also listen. And E. F.
Hutton, Merrill Lynch, Bache-Pruden-
tial, and Sears, Roebuck, for that
matter, will have quite an attractive
new market to exploit if the Long
amendment is adopted. It will be quite
simple really. They can advertise:

You don't have to pay the new tax on half
of your social security benefits if you don't
want to. The tax is not really mandatory,
it’s voluntary. All you have to do is shift a
portion of your investments into tax-exempt
bonds. We’ll show you how easy it can be.

Mr. President, that will not be mis-
leading advertising, because the pend-
ing amendment will make it possible
for some taxpayers to “zero-out” the
tax on social security benefits imposed
by 8. 1. So if your broker tells you “it
is not a new tax,” he will be right; be-
cause he can help you escape it com-
pletely.

‘When some taxpayers are smart and
quick enough to take advantage of the
opportunity to avoid the tax effect of
the bill we have spent s0 much time
and effort putting together, they may
or may not say, “thank you, Paine
Webber.” But they certainly should
say, “thank you U.S. Congress,” since
we will have made it all possible, if we
approve the pending amendment. Let
me illustrate with some examples.

HOW 7T0 AVOID TAXATION OF BENETFITS

Let us assume an individual taxpay-
er over age 65, with $8,000 of social se-
curity benefits and $30,000 of taxable
interest income from medium term,
10-percent corporate bonds. Under
current law, he is in the 34-percent tax
bracket, and has no incentive to invest
in equivalent tax exempt bonds, yield-
ing only 7 percent, since his tax sav-
ings are slightly outweighed by the re-
duced interest yield—his exact net loss
would be $228.

By the way, that interest rate spread
is totally realistic for medium-term
bonds, such as 10-year bonds. Indeed,
the interest rate spread between tax-
able and nontaxable bonds could be
even narrower for long-term bonds.
The Joint Committee on Taxation dis-
cussed this issue in the general expla-
nation of last year's tax bill, and I
would ask unanimous consent to in-
clude that discussion in the REecorp
following my statement.

For the hypothetical taxpayer we
are discussing, the law we are debating
this week; and the amendment we are
debating today will have a real impact.
Because this taxpayer is over the
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$25,000 threshold, he must include
half of his benefits in income. As a
result, 8. 1 will increase his tax Habili-
ty by $1,328. But if the pending
amendment is adopted, he can avoid
including any of his social

benefits in income, by shifting one-
third of his investments from - top-
rated, taxable, 10-percent corporate
bonds, into top-rated, tax-exempt, mu-
nicipal bonds yielding 7 percent. If he
does that, his tash interest income will

be $27,000, clearly over the threshold. '

ation completely.

Moreover, his income tax Hability on
his interest income will drop, by an
amount just about equal to his re-
duced yield from shifting to tax-
exempt bonds. In fact, he will be short
about $226, before taking into account
the fact that he has excluded all of his

have saved $1,328 in taxes on half of
his benefits. That, Mr. President,
a})t;mthemmanpmneeomlder-
ab1y
Ammmmmnx-m
PONDS
Today, he would lose $226 by making
in municipal bonds.

ing. But for our hypothetical

er, that tax is only a volhuntary tax,
not a mandatory tax. People will cer-
tainly listen when E. F. Hutton tells
them about this investment opportuni-
ty. How can you beat it?

We may not be able to beat it, but
we can prevent it, by voting against
the pending amendment.

8. 1 MUSYT BE FAIR 70 ALL TAXPAYERS

Mr. President, I believe there is 2
compelling case for rejecting the Long
amendment. If the tax revision we are
in the process of enacting is to be fair,
it must be a mandatory tax for all sim-
ilarly situated taxpayers. It cannot be
mandatory for those with {lliquid in-
vestments, or taxable pension or trust
income, and a voluntary tax for those
with the abitity and inclination to con-
vert a small portion of their current
taxable income into tax-exempt
income, solely to stay below the
threshold and escape the taxation of
benefits.

I would like to make several added
points to clarify what we are doing,
and not doing, if we reject the Long

~ amendment in favor of the committee

bill.
8. 1 DOES NOT TAX TAX-EXEMPT BONDS
First, we are in no way taxing tax-
exempt income. We are only taxing
half of social security benefits regard-
less of how much tax-exempt income
the taxpayer may have. A taxpayer
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with $1 mfllion of tax-exempt interest
income and an $8,000 social security
benefit will pay only on one-half of his
benefits, no more and 1o less.

from income taxation. Let me give an
example of another area in the tax
law where the-bonds get no special

S. 1 AEFLECTS A COMPROMESE RULE ON TAX-

Finally, I should point out that we
are not depriving the bond issuers,
bond markets, or investment houses of
a new source of customers for tax-

> that the committee bill does not take

away any incentive that exists under
current law. They will admit that the
purpose of the committee rule Is
simply to be neutral, that is, to avoid
creating an incentive to purchase tax-
exempt bonds that does not exist

But the fact s, I must admit that
the committee rule is imperfect, and
actually results in the creation of a
slight incentive to purchase tax-
exempt bonds not present under cur-
rent law.

The reason for this h that the com-
mittee rule, for reasons of administra-
tive convenience, takes into ac-
count the stated of tax-exempt
ohligations, and not thelr taxable
equivalent yield.

For our hypothetical taxpayer-in the
30-percent tax bracket, $7,000 of tax-
exempt interest is equivalent to
$10,000 of taxable interest, after taxes,
To preserve absolute neutrality with
respect to current law, we would need
to take into account the taxable equiv-
alent yield of $10,000, rather than
$7,000, in calculating whether half of
that taxpayer’s social security benefits
will be taxable. Because the cammittee
rule looks only at the stated yield of
$7,000, and not the taxable equivalent
yield of $10,000, there will still be a
new incentive for some social security
recipients to invest in tax-exempt
bonds. In the example I gave previous-
ly, this incentive is the difference be-
tween a investor losing $226 each year
from an investment in the tax-exempt
bonds under current law, and the same
investor gaining $328 by the invest-

‘ev
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ment, after passage of 8. 1, with the
committee’s rule on bonds.

justification for the pemding amend-
ment which would only contribute to
the ability of some taxpayers to com-
pletely escape the tax comsequences of
this act. I urge that the amendment
not be adopted.

Mr. LONG. Mr. President, I would
like to vote right now. '

Mr. DOLE. Maybe somebody on the
other side would lfke to talk.

Mr. HEINZ. Mr. President, if the
Senator will yield, I want to make twe

observations.

First, it seems totally self-evident to
this Senator that if we do not retain
the Chafee amendment, we are going
to give people an absolutely irresistible
incentive to shift all their investments

al)dedtohx.'rhstm.elf-eﬂdent
me

I have listened to a good deal of dis-
cussion sbout how unfair the Chafee
amendment 5. I just do not under-

There 'is going to be an incentive.
Why is that? It is because the commit-
tee bill contains the compromise rule
adopted for reasons of sdministrative
convenience—namely, that the rule in-
cludes only the stated yield, the tax-
exempt Investments, and not the tax
equivalent yield.

That s to say, for the typical tax-
payer in the 30-percent bracket, the 7-
percent interest tax free they get on a
municipal bond is the equivalent of 10
percent on a nontaxable bond. In
other words, In the case of a $100,000
denomination investment, they are
getting $7,000 of tax-exempt interest
or $10,000 equivalent in ‘taxable inter-
est. That iz because the committee
rule includes only the $7,000. There-
fore, there is a substantial tax in¢en-
tive.

Under Senator Cuarss’s amendment

from 10-percent taxable bonds to
equivalent tax-exempt bonds ylelding
7 percent, the taxpayer's income
would be $31,535. So the result would
be an incentive to shift the tax-
exempt worth $328 each year.

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120002-1



