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At this time I want to extend my
warmest regards and appreciation to
my good friend, Jane Garcia who is the
chairperson for the luncheon. I would
also like to express my appreciation to
everyone who is involved in making
this organization so effective. I wish
LA SED continued success.®

———

JULES AND HELEN RABIN

e Mr. LEAHY. Mr. President, I rise
today to say a few words about Jules
and Helen Rabin who are long-time, re-
spected Vermonters. Marcelle and I are
proud to call them our friends. The
Rabins exhibit what S0 many
Vermonters have: a sense of what is
valuable and important in life. With
hard work, dedication, and a great deal
of patience, Jules and Helen have built
up a successful family bakery, serving
the needs of their community. Over the
last 20 years they have become masters
of their craft. Recently, one of our
local newspapers wrote an excellent ar-
ticle about the Rabins and their bak-
ery. I ask that the article be printed in
the RECORD so that all Senators may
read about this fine family.
The article follows.

[From the Rutland Herald and the Sunday
Times Argus, Mar. 8, 1998]
IN SEARCH OF SOURDOUGH—A VERMONT BAKER
SETS OUT TO FIND—AND MAKE—THE PER-
FECT LOAF

(By Kathleen Hentcy)

When you bite into sourdough bread, your
teeth meet with a worthy substance: Crack-
ling hard crust, the bread inside chewy al-
most to the point of toughness, a sour tang.
And once you’ve chewed and swallowed a few
times, a satisfaction that few other breads
deliver.

Real bread, for my money or effort, must
meet this test. And it must proudly with-
stand toasting and slathering with sweet
butter, not in the least smashed, or lessened
in its big-holed texture. It should produce a
clean crunch when bitten, and when chewed,
remain substantial food, not melting into a
gooey mash.

Overall, bread must take effort to cut, and
time to chew and digest. It must, truly, be
the ‘“‘staff of life.”

But buying good sourdough bread can eat
up the grocery budget; the loaves typically
cost more than $3 each. Besides, I find bak-
ing bread to be an almost spiritual experi-
ence. And eating fine bread that you made
yourself, listening to friends’ compliments,
is gratifying.

I've baked bread since my teen years.
Some of what I make is outstanding. Some
loaves I give to the sheep.

Lately, I've returned to baking sourdough.
Sourdough, made with only the wild yeasts
that choose to set up home in a culture of
water and flour you provide, is wild, unruly
bread, its flavor distinctive to the region
where it is made. You don’t know how the
bread dough will behave from baking to bak-
ing, since the leavening agent—the
sourdough—is very sensitive to atmospheric
conditions and room temperature. From my
experience, I'd say the baker’s temperament
is included under ‘‘atmospheric conditions”
and can greatly influence the outcome.

I've made attempts at sourdough breads
before, keeping a liquid starter in the refrig-
erator for months. I'd use it for a while, then
forget about it and later find a dried-up mass
that I'd have to throw out, jar and all. But
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the loaves I made from those starters never
compared to the bread I found at the local
food coop.

THE SEARCH GETS SERIOUS

Last fall, I was bitten by a new ambition:
To bake the ultimate ‘‘peasant bread.”
Sourdough French country bread. Pain de
Campagne. Those lordly loaves with chest-
nut-brown crusts that crackle, the trade-
mark large-textured chewy centers, and the
sour tang.

This bread, and all French sourdough, is
made using a doughy sourdough starter rath-
er than a liquid. Once the starter is prepared
and a batch of dough is made up, the baker
takes off about a cup of dough—-called levain,
from the old French word for rise, or leav-
en—to store in the refrigerator. That piece,
allowed to warm to room temperature and
refreshed with flour and water, provides the
basis for the next batch of bread, and so on
as long as the baker doesn’t forget to take
the levain from subsequent batches.

Can making that bread be difficult enough
to warrant a price of $3 a loaf? If peasants
baked these glorious loaves in wood-fired
ovens with no refrigeration for the starter,
surely I ought to be able to figure this out.
Look at the ingredients: flour, salt, water.
Some note ‘‘sourdough,’” which, technically,
is only more of the first and last ingredients,
flour and water. Adding commercial yeast to
sourdough is sacrilege.

So I got out my bread books, and read
about sourdough. I read magazine stories
about sourdough. I bought many loaves of
sourdough made by several different
Vermont bakeries. I made sourdough starter
and baked loaves of bread on a baking stone.
I didn’t feed it to the sheep, but I didn’t give
it to friends, either.

I went back to the books, and finally, to
two bakers nearby who make five wonderful
kinds of sourdough. I'll tell you what I
learned up front: good sourdough bread is
definitely worth $3 a loaf. But baking it is
worth more.

IN THE BAKERY

In a small building in the backyard of
Helen and Jules Rabin’s house, the Rabins
continue the tradition of baking the commu-
nity bread. Helen pulls large hunks of dough
off a slouching 75-pound mass on the wooden
counter. She places each chunk on a scale
and adds enough to make the scale level out
at one and three-quarter pounds, then drops
the measured blob onto the counter, and
starts the process anew. Once she has six or
so lumps of dough, she kneads them one by
one, shaping them into slender loaves about
eight inches long. These are ‘‘French white
sourdough,’”” or batards, the shorter, fatter
version of the popular baguette. In little
more than an hour, she will have weighted
and shaped 65 batards.

Helen and Jules have done this work near-
ly every week, two days a week, for 20 years.
While she mills the grains, mixes the dough
and forms the loaves, he builds the fire that
heats the oven and eventually bakes the
bread.

The Rabins began baking bread in 1978,
shortly after Jules was laid off from his job
teaching anthropology at Goddard College in
Plainfield. Five years earlier, after visiting
friends who were trying to recreate the lives
of 19th-century peasants in the south of
France, the Rabins decided to build a mas-
sive stone wood-fired oven like those that
once dotted the European continent.

The Rabins’ oven is large enough to bake
250 loaves a day. They bake two days a week,
producing 500 loaves out of 750 pounds of
dough. When they started making sourdough
bread, they had no competition.

“We had an easy ride when we began—peo-
ple around here had not had such bread,”
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Jules says. That meant when they delivered
their first loaves, which were dense, unrisen
and hard, people still snapped them up. The
taste was good, and slowly the texture im-
proved.

A FEW SECRETS FOUND

“It took over five years to develop our
loaves,” Jules told me during an earlier
visit. This gave me great hope. These people,
who routinely make excellent sourdough
bread, had once produced loaves similar to
what I started with.

‘““Sourdough is very tricky stuff to work
with,” Jules said, making me feel even bet-
ter. ‘““To get even, well-raised loaves is very
difficult with sourdough.”’

But did they seek out instruction in books
or from other bakers? No. They figured it
out themselves.

“We set ours elves the challenge to bake
without yeast,” he said.

The Rabins got their ideal for the kind of
bread they wanted from European breads,
and Helen once spent a night in a French
bakery, watching. But she received no in-
structions.

“We fiddled and mixed to arrive at what we
have today,” Jules said. He credits Helen
with all the brain work in the operation,
from building the oven to figuring out how
long the bread should rise.

And so, on a mild March day, I stand inside
the bakery, careful to stay out of the way,
and watch, much as I imagine Helen watched
those French bakers many years ago. I'm al-
lowed questions, but I avoid direct queries
regarding the secrets of sourdough. Not only
are the Rabins offering Upland Bakers for
sale, and so have to protect their system, but
I want to figure out at least some of this
process for myself.

My time with the Rabins revealed two im-
portant lessons. The first is that baking good
sourdough requires time. Let the levain
warm for a few days after refreshing it, and
before mixing the dough. Then, allow the
dough to rise for four to six hours, punch it
down and form the loaves, and allow those to
rise for another four to six hours. The vari-
ation in rising times has to do with those at-
mospheric conditions, and you will know
only by trial and error when to bake at four
hours and when to wait for six.

The other important detail I learned is
that sourdough does not have to be babied
like yeasted bread dough. The risen loaves
can be picked up and placed on the baking
surface without worrying about flattening
them. Go ahead and slash the tops deeply, to
allow the loaf to expand as the hard crust de-
velops.

These may sound like trivial details, but
on my counter this morning sit the two best
loaves of sourdough I have made to date. I
haven’t yet developed quite the sour tang I
like, but the texture and volume of the
loaves is beautiful. Toast and tea this morn-
ing was especially pleasing.

And the Rabins ‘‘refreshed’’ this lesson for
me: Having the answer as quickly as possible
isn’t always best. Sometimes it’s the process
of looking that is the most fun.

CBO COST ESTIMATE FOR THE IRS
RESTRUCTURING AND REFORM
ACT OF 1998

e Mr. ROTH. Mr. President, on April
22, 1998, the Finance Committee filed
Report 105-174 to accompany H.R. 2676.
At the time the report was filed, the
required Congressional Budget Office
statement was not available.

I ask that the Congressional Budget
Office statement that I have recently
received be printed in the RECORD.
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The material follows:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, April 30, 1998.
Hon. WILLIAM V. ROTH, Jr.,
Chairman, Committee on Finance,
U.S. Senate,
Washington, DC.

DEAR MR. CHAIRMAN: The Congressional
Budget Office has prepared the enclosed cost
estimate for H.R. 2676, the Internal Revenue
Service Restructuring and Reform Act of
1998.

If you wish further details on this esti-
mate, we will be pleased to provide them.
The CBO staff contacts are John R. Righter
(for federal costs), who can be reached at 226-
2860, Marc Nicole (for the impact on state
and local governments), who can be reached
at 225-3220, and Matthew Eyles (for the im-
pact on the private sector), who can be
reached at 226-2469.

Sincerely,
JUNE E. O’NEILL,
Director.

Enclosure.

CONGRESSIONAL BUDGET OFFICE COST
ESTIMATE, APRIL 30, 1998
H.R. 2676: INTERNAL REVENUE SERVICE RE-

STRUCTURING AND REFORM ACT OF 1998 (As

REPORTED BY THE SENATE COMMITTEE ON

FINANCE ON APRIL 22, 1998)

SUMMARY

H.R. 2676 would make a number of changes
to the management and oversight of the In-
ternal Revenue Service (IRS), add or amend
more than 70 taxpayer rights, and require
the IRS to implement several changes de-
signed to increase the number of forms filed
electronically by taxpayers. The Joint Com-
mittee on Taxation (JCT) estimates that
this act would increase governmental re-
ceipts (revenues) by $582 million in fiscal
year 1998 and would decrease receipts by a
net amount of about $1 billion over the 1998-
2003 period. (The act would result in higher
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receipts for the first three years, but would
lead to a gradually increasing loss of receipts
in each year after 2000.) Over the 1998-2007 pe-
riod, JCT estimates that enacting this legis-
lation would decrease governmental receipts
by about $9 billion.

In addition, CBO estimates that enacting
H.R. 2676 would increase direct spending by
$7 million in fiscal year 1998, about $330 mil-
lion over the 1998-2003 period, and about $750
million over the 1998-2008 period. Because en-
acting this legislation would affect both di-
rect spending and receipts, pay-as-you-go
procedures would apply. H.R. 2676 also would
affect discretionary spending, subject to the
availability of funds. At this time, CBO can-
not estimate the act’s total effect on discre-
tionary spending because the extent and re-
sults of efforts by the Treasury and the IRS
under current law to increase the avail-
ability and use of electronic filing by tax-
payers are very uncertain, because the Ad-
ministration has already begun imple-
menting many of the act’s procedures, and
because we have not had sufficient time to
fully review the more than 70 provisions that
would affect taxpayer rights. The increase in
discretionary spending necessary to imple-
ment H.R. 2676 could be substantial. JCT has
determined that H.R. 2676 contains five new
private-sector mandates as defined in the
Unfunded Mandates Reform Act of 1995
(UMRA). Title V of H.R. 2676, Revenue Pro-
visions, contains all five mandates. JCT esti-
mates that the cost to the private sector to
comply with the new mandates would be $7.1
billion over the 1998-2003 period, which is
equal to the increase in tax revenue from
provisions that would impose the mandates.
The act contains no intergovernmental man-
dates as defined in UMRA and would impose
no costs on state, local, or tribal govern-
ments.

DESCRIPTION OF MAJOR PROVISIONS

H.R. 2676 would make a number of changes
to the management and oversight of the IRS

TABLE 1—ESTIMATED COST TO THE FEDERAL GOVERNMENT !

[By fiscal year in millions of dollars]
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and to the rights of taxpayers. Specifically,
the act would: establish a nine-member In-
ternal Revenue Service Oversight Board
within the Department of the Treasury to
oversee the service’s management, planning,
budgeting, and operations; provide the IRS
with the flexibility to reorganize its organi-
zational structure and many of its personnel
policies; eliminate the IRS Office of the
Chief Inspector and transfer most of its re-
sponsibilities and resources to a new, inde-
pendent Treasury Inspector General for Tax
Administration within the Department of
the Treasury; require the IRS to begin devel-
oping a paperless tax return system and au-
thorize it to offer certain incentives to en-
courage taxpayers to file tax returns elec-
tronically; require the IRS, subject to the
proper safeguards, to create a system under
which taxpayers could review their own IRS
files electronically by calendar year 2007; add
or amend more than 70 provisions affecting
taxpayer rights, including shifting the bur-
den from the taxpayer to the IRS in certain
court cases, making it easier for taxpayers
to recover court costs and to sue the IRS for
civil damages, increasing the amount of in-
terest paid by the federal government to
noncorporate taxpayers for overpayments of
taxes, suspending the time limit for disabled
individuals to file for a refund, and requiring
that the IRS provide additional notification
to taxpayers of certain rights and deadlines;
impose several new reporting requirements
on the IRS and JCT; clarify employer deduc-
tions for vacation pay and add other meas-
ures to raise governmental receipts and par-
tially offset the cost of other provisions; and
make numerous technical corrections to the
Taxpayer Relief Act of 1997.

ESTIMATED COST TO THE FEDERAL GOVERNMENT

The estimated budgetary impact of H.R.
2676 is shown in Table 1. The costs of this act
fall within budget function 800 (general gov-
ernment).

1998 1999 2000 2001 2002 2003
CHANGES IN REVENUES
Estimated R 582 814 654 —663 —1,052 —1,328
CHANGES IN DIRECT SPENDING

Estimated Budget Authority 7 55 62 66 69 73
Estimated Outlays 7 55 63 66 69 73

!lmplementing the act would also require increases in spending subject to appropriation, but CBO cannot estimate these costs at this time.

In addition to the above effects, the act time. The major provisions that could affect Revenues

also would impose costs on the IRS and JCT,
subject to the availability of funds, to carry
out various requirements. Those increases—
for the IRS only—would probably be substan-
tial, but CBO cannot estimate the act’s like-
ly effect on discretionary spending at this

discretionary spending are discussed in de-
tail below.

BASIS OF ESTIMATE
For purposes of this estimate, CBO as-
sumes that H.R. 2676 will be enacted by July
1, 1998.
TABLE 2.—ESTIMATED CHANGES IN REVENUES

[By fiscal year, in millions of dollars]

H.R. 2676 would make numerous changes to
the Internal Revenue Code. The major provi-
sions affecting receipts are summarized in
Table 2.

1998 1999 2000 2001 2002 2003

Clarify Deduction for Accrued Vacation Pay 603 1,141 1,160 141 148 156
Modify Foreign Tax Credit Carryover Rules 76 525 468 441 416 390
Make Certain Trade Receivables Ineligible for Mark-to-Market Treatment 33 317 500 333 117 70
Suspend Accrual of Interest and Penalties When IRS Fails to Contact Individual Taxpayer 0 0 —438 —529 —596 —636
Innocent Spouse Relief —58 —350 —288 —273 — 346 — 430
Eliminate Penalties on Unpaid Taxes During Period of Installment A t -29 —272 —287 —302 —317 —338
Burden of Proof -1 -221 —232 —243 —256 —269
Mitigate Penalty for Failure to Deposit Payroll Taxes 0 —47 —64 —64 —65 —66
Software Trade Secrets Protection 0 —26 -32 -39 —45 —53
All Other Provisions Affecting R —142 —253 —133 —128 —108 —102

Total Estimated R 582 814 654 —-663 —1052 —1328

Direct Spending

Increase in the Interest Rate IRS Pays Cer-
tain Taxpayers on Overpayments. Most of the
projected increase in direct spending would

result from the provision that would in-
crease by 1 percentage point the amount paid
by the federal government to noncorporate
taxpayers who overpay their taxes. Based on

our estimate of the amount of annual over-
payments by taxpayers of individual income,
estate, and gift taxes, CBO estimates that in-
creasing the rate of interest by 1 percent
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would increase direct spending by $7 million
in fiscal year 1998, by $310 million over the
1998-2003 period, and by about $700 million
over the 1998-2008 period.

Taxpayer Bill of Rights. The act would in-
crease the amount of penalties (payments
covering attorneys’ fees and administrative
costs) and civil damages that courts could
award to taxpayers in certain cases brought
against the federal government. For pen-
alties, H.R. 2676 would: (1) lengthen the pe-
riod of time over which taxpayers who sub-
stantially prevail against the IRS could re-
cover administrative costs, (2) remove the
hourly rate caps limiting the amount of rea-
sonable fees that attorneys can collect in
such cases, (3) permit the award of reason-
able attorneys’ fees to pro bono attorneys,
and (4) allow taxpayers to recover reasonable
costs and attorneys’ fees in cases where an
offer to settle the case is made, the IRS re-
jects the offer, and the IRS later obtains a
judgment against the taxpayer in an amount
that is equal to or less than the taxpayer’s
offer.

For civil damages, that act would: (1) pro-
vide for the payment of up to $100,000 in civil
damages to taxpayers in cases where a court
finds that officers or employees of the IRS
negligently disregarded provisions of the In-
ternal Revenue Code or regulations, (2) pro-
vide for the payment of up to $1 million in
civil damages to taxpayers in cases where an
office or employee of the IRS willfully vio-
lates certain provisions of the Bankruptcy
Code, and (2) allow individuals other than
the taxpayer to sue for civil damages as a re-
sult of unauthorized collection actions.
Courts could award the damages only after
the taxpayer had exhausted all administra-
tive remedies at the IRS. Under current law,
taxpayers may receive payments for dam-
ages in cases where a court finds that an IRS
officer or employee has recklessly or inten-
tionally disregarded provisions of the Inter-
nal Revenue Code. The government would
pay the additional penalties and damages
from the permanent, indefinite appropria-
tion for claims and judgments.

Although considerable uncertainty exists
as to how the courts would determine and
award penalties and damages under H.R.
2676, CBO estimates that the provisions
would increase direct spending by $23 million
over the 1998-2003 period and by $56 million
over the 1998-2008 period. This estimate as-
sumes that broadening and increasing the
amount of allowable penalties and lowering
the standard for civil damages would result
in awards of additional penalties and dam-
ages to taxpayers by the courts. Because the
provisions affecting penalties would not take
effect until 180 days after enactment and be-
cause the provisions affecting damages
would apply to new actions and would re-
quire taxpayers to first exhaust administra-
tive remedies, CBO expects that these provi-
sions initially would have no significant im-
pact on direct spending, but would result in
a steady increase in penalties and damages
awarded beginning in 1999. On average, we es-
timate that they would increase direct
spending by about $4 million annually over
the 1998-2003 period.

Spending Subject to Appropriation

Electronic Filing. The act’s biggest poten-
tial impact on discretionary spending in-
volves its requirements to increase the avail-
ability and use of electronic filing. H.R. 2676
would generally require the IRS to study and
implement several major changes to the way
taxpayers file their returns each year. Spe-
cifically, the act would: (1) require the Sec-
retary of the Treasury to develop a strategic
plan to eliminate barriers and provide incen-
tives to increase the number of returns filed
electronically to at least 80 percent of all re-
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turns, (2) beginning in fiscal year 2000, ex-
tend the due date for electronic filers of in-
formation returns from February 28 to
March 31, (3) require the Treasury to develop
procedures for accepting signature informa-
tion from electronic filers in a digital or
other electronic form, (4) require the Treas-
ury to develop procedures for implementing
a return-free tax system beginning with tax
yvears that begin after 2007, and (5) provided
the necessary safeguards are in place, re-
quire the Treasury to develop procedures to
enable taxpayers to review their account in-
formation electronically by 2007.

The Treasury is already developing or
studying most of these proposals. For in-
stance, according to the Department of the
Treasury, the IRS currently is using some
signature alternatives and studying others.
The Treasury also has already awarded a
contract to design and develop a large edu-
cational campaign to encourage taxpayers to
file electronically. In addition, the IRS is
implementing new payment methods and
preparing its systems to accept new forms
that should reduce the amount of paper filed
by taxpayers each year. Finally, the Treas-
ury is studying alternatives for allowing tax-
payers to eventually review account infor-
mation electronically. This, even though
CBO expects that implementing the act’s
procedures would increase costs for the
Treasury subject to the availability of funds,
we cannot estimate the amount that such
costs would increase. The amount of the
costs would depend, in part, on the overall
effort at the IRS to modernize its informa-
tion systems, for which the Congress has ap-
propriated about $4 billion over the last dec-
ade.

In general, receiving and processing forms
electronically should reduce costs of the IRS
in the long run. The IRS has estimated that
it costs at least two and one-half times more
to process such forms by paper, since the
data must be input manually into IRS’s sys-
tems, the error rate in processing such forms
is significantly higher, and the papers re-
quire handling and storage. Thus, if enacting
H.R. 2676 results in an increase in the num-
ber of taxpayers that file electronically with
the IRS each year—in fiscal year 1997, 19.1
million of the estimated 120 million indi-
vidual income tax returns were filed with the
IRS by computer or phone—then the act
should eventually reduce the government’s
annual costs to process tax information.

IRS Oversight Board. H.R. 2676 would estab-
lish a nine-member management board with-
in the Department of the Treasury to over-
see the management and operations of the
IRS. Its responsibilities would include re-
viewing and approving the agency’s strategic
plans and annual budget request. The board
would consist of six members from outside
the federal government, the Secretary of the
Treasury, a union representative, and the
IRS Commissioner. The act would com-
pensate the nonfederal members at a rate of
$30,000 per year, except for the chair, who
would receive an annual salary of $50,000.
The members also could receive reimburse-
ment for any travel expenses incurred in per-
forming official board work. In addition, the
act would allow the board to hire permanent
staff. The board would be required to meet at
least once a quarter. Upon enactment, the
President would have six months to submit
nominations to the Senate.

Based on the act’s requirements and speci-
fications for compensation, CBO estimates
that the board would cost less than $500,000
in fiscal years 1998 and 1999 and between
$500,000 and $1 million in each of fiscal years
2000 through 2003. That estimate assumes the
board would not meet until the beginning of
fiscal year 1999.

IRS Management and Personnel Flexibilities.
The act would allow the IRS to change its
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organizational structure and would provide
it with significant flexibility in how it com-
pensates, trains, and organizes its workforce.
In January, the Commissioner announced
plans to reorganize the agency along cus-
tomer service lines. Because the act would
simply allow the IRS to carry out the reor-
ganization plans that are already under de-
velopment, that provision would impose no
additional costs on the IRS. In the case of
the personnel flexibilities, the additional
costs would likely be significant, although it
is difficult to predict how much the IRS
would employ such flexibilities and whether
the Commissioner could reach agreement
with the employees’ union, as required by
the legislation, regarding measures that
would affect its members.

CBO estimates that the measures allowing
the IRS to increase pay and other forms of
compensation could increase annual payroll
costs of the IRS by at least several million
dollars. In addition, providing the IRS with
the authority to offer buyouts without nec-
essarily reducing the total number of posi-
tions through calendar year 2002 also could
increase its personnel costs by tens of mil-
lions of dollars over the 1998-2003 period.

Treasury Inspector General for Tax Adminis-
tration. The legislation would eliminate the
IRS Office of the Chief Inspector and transfer
most of its responsibilities and resources to
a new, independent Treasury Inspector Gen-
eral (IG) for Tax Administration within the
Department of the Treasury. The new I.G.
for Tax Administration would assume re-
sponsibility for the duties currently assigned
to the Treasury (IG) with respect to the IRS
and for the duties currently delegated to the
IRS Office of the Chief Inspector. CBO esti-
mates that this provision would have no sig-
nificant budgetary effect.

Taxpayer Bill of Rights. H.R. 2676 would add
or amend more than 70 taxpayer rights. In
most cases, the new rights would result in
minimal additional costs for the IRS to
write regulations and procedures, provide ad-
ditional information to taxpayers, and cre-
ate or amend tax forms and other tax-related
documents, although the sheer magnitude of
the number of such changes would likely re-
sult in a significant increase in administra-
tive costs, particularly if the changes would
require a significant computer reprogram-
ming effort on the part of the IRS. Simi-
larly, the totality of such changes could re-
sult in a substantial increase in the work-
load of the offices of Appeals and Taxpayer
Advocate at the IRS. CBO, however, has not
had sufficient time to review these provi-
sions and estimate their impact.

Complexity Analyses and Studies. H.R. 2676
would expand the responsibilities of the JCT.
It would require JCT to prepare a detailed
“Tax Complexity Analysis’ for proposed leg-
islation amending tax laws and to conduct
two studies within one year from the date of
enactment. The act also would require the
IRS to report annually to the House Com-
mittee on Ways and Means and the Senate
Committee on Finance regarding sources of
complexity in the administration of federal
tax laws and the Department of the Treasury
to conduct the same pair of studies required
of JCT.

CBO estimates that implementing H.R.
2676 would cost JCT less than $500,000 a year,
assuming appropriation of the necessary
amounts. Depending upon the amount and
nature of tax legislation considered by the
Congress, analyzing the complexity of legis-
lative initiatives could increase this cost
somewhat. In addition, CBO estimates that
requiring the IRS to report annually on the
complexity of tax laws would cost less than
$500,000 a year. Finally, CBO estimates that
the two reporting requirements would cost
the Treasury less than $500,000 over fiscal
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years 1998 and 1999. (The Administration is
already planning to conduct at least one of
the studies.)
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PAY-AS-YOU-GO CONSIDERATIONS

The Balanced Budget and Emergency Def-
icit Control Act of 1985 specifies procedures
for legislation affecting direct spending and
receipts. The projected changes in direct

April 30, 1998

spending and receipts are shown in the fol-
lowing table for fiscal years 1998 through
2008. For purposes of enforcing pay-as-you-go
procedures, however, only the effects in the
current year, the budget year, and the suc-
ceeding four years are counted.

TABLE 3.—SUMMARY OF EFFECTS ON DIRECT SPENDING AND RECEIPTS

[By fiscal year, in millions of dollars]

1998 1999 2000 2001

2002

2003 2004 2005 2006 2007 2008

Changes in outlays

55 63 66

Changes in receipts

U
582 814 654 —663

69 73
—1,052

88 92

71 80 84
-1328 1713 —1908 —2080  —2269 NA

N.A.=Not available (JCT has estimated revenue effects through 2007 only.)

ESTIMATED IMPACT ON STATE, LOCAL, AND
TRIBAL GOVERNMENTS

H.R. 2676 contains no intergovernmental
mandates as defined in UMRA and would im-
pose no costs on state, local, or tribal gov-
ernments. The bill would allow the IRS to
collect and remit (from overpayments) cer-
tain past-due income tax obligations owed to
state governments and would authorize
grants for low-income taxpayer clinics oper-
ated by institutions of higher education
(public or private) and tax-exempt organiza-
tions.

ESTIMATED IMPACT ON THE PRIVATE SECTOR

JCT has determined that H.R. 2676 con-
tains five new private-sector mandates, as
defined in UMRA. Title V of the act, Rev-
enue Provisions, contains all five mandates.
JCT estimates that the cost to the private
sector to comply with the new mandates
would be $7.1 billion over the 1998-2003 pe-
riod, which is equal to the increase in tax
revenue from provisions that would impose
the mandates.

First, the provision clarifying the deduc-
tion for deferred compensation is estimated
by JCT to increase tax revenue by $3.3 bil-
lion over fiscal years 1998 through 2003. Sec-
ond, the act would change the carryback pe-
riod and carryforward period for foreign tax
credits, which is estimated to increase tax
revenue by $2.3 billion between 1998 and 2003.
Third, H.R. 2676 would freeze the grand-
fathered status of stapled or paired-share
real estate investment trusts (REITs). As a
result of the proposed freeze, JCT estimates
that tax revenue would increase by $34 mil-
lion over the 1998-2003 period. Fourth, the act
would make certain trade receivables ineli-
gible for mark-to-market treatment, which
is estimated to increase tax revenue by $1.4
billion over the six-year period. Finally, H.R.
2676 would add vaccines against rotavirus to
the list of taxable vaccines, thus increasing
tax revenue by an estimated $15 million over
fiscal years 1998 through 2003.

COMPARISON WITH OTHER ESTIMATES

The committee report filed on April 22,
1998, included an estimate by JCT that en-
acting H.R. 2676 would increase direct spend-
ing by $409 million over the 1998-2002 period
and by $989 million over the 1998-2007 period.
According to JCT, that estimate would re-
sult from enacting three provisions affecting
taxpayer rights: (1) increasing by 1 percent
the interest rate paid by the government to
noncorporate taxpayers who overpay their
taxes, (2) expanding the court’s authority to
award taxpayers costs and certain fees, and
(3) adding or increasing civil damages for
certain collection actions by the IRS.

By comparison, CBO estimates that enact-
ing the three provisions would increase di-
rect spending by $260 million over the 1998-
2002 period and by $662 million over the 1998-
2007 period. In total, CBO’s estimate of the
increase in direct spending is about $150 mil-
lion lower than JCT’s over the 1998-2002 pe-
riod and about $330 million lower over the
1998-2007 period. The difference between JCT
and CBO estimates results from three fac-

tors. First, according to JCT, part of its esti-
mated increase in direct spending includes
effects on revenues (about $110 million over
the 1998-2002 period and about $220 million
over the 1998-2007 period). Second, JCT and
CBO have different estimates of the extent
to which the provision expanding the court’s
authority to award taxpayers costs and cer-
tain fees would increase payments from the
Claims and Judgment Fund. JCT estimates
an additional $55 million in such payments
over the 1998-2002 period and about an addi-
tional $150 million over the 1998-2007 period.
Finally, JCT and CBO make different as-
sumptions as to the taxes that would be af-
fected by the provision increasing the rate of
interest on overpayments. CBO assumes that
the provision would apply to estate and gift
tax overpayments in addition to individual
income tax payments, which increased our
estimate of direct spending by about $20 mil-
lion over the 1998-2002 period and by about
$40 million over the 1998-2007 period.

PREVIOUS CBO ESTIMATE

On October 31, 1997, CBO prepared a cost es-
timate for H.R. 2676, the Internal Revenue
Service Restructuring and Reform Act of
1997, as ordered reported by the House Com-
mittee on Ways and Means on October 22,
1997. For the House version of H.R. 2676, JCT
estimated that the legislation would have no
net effect on governmental receipts over the
1998-2002 period and would decrease them by
$2.9 billion over the 1998-2007 period.

The Senate version of H.R. 2676 includes
several additional measures that would add
to the government’s revenues, but also in-
cludes a more extensive set of new and re-
vised taxpayer rights. In total, JCT esti-
mates that the Senate version would bring in
about $0.3 billion more in revenues over the
1998-2002 period, but would decrease govern-
mental receipts by about $6 billion more over
the 1998-2007 period.

CBO estimated that enacting the House-re-
ported version of H.R. 2676 would increase di-
rect spending by $5 million in fiscal year
1998, $25 million over the 1998-2002 period,
and $50 million over the 1998-2007 period.
CBO’s estimate of the increase in direct
spending for the Senate version of H.R. 2676
is higher, mostly because we reestimated and
reclassified the budgetary effects of several
provisions included by JCT as decreases in
governmental receipts for the House version
of H.R. 2676. Thus, the increase in direct
spending estimated by CBO for the Senate
version is more than offset by a cor-
responding reduction in JCT’s estimate of re-
duced governmental receipts. The increase in
the rate of interest on taxpayer overpay-
ments is the main provision projected to
cause an increase in direct spending in this
estimate rather than a decrease in govern-
mental receipts, as was reported for the
House version.

In addition, the House version would have
required that the Secretary make $3 million
in annual grants to low-income taxpayer
clinics, whereas the Senate version would
make such payments subject to appropria-

tion. Finally, this estimate reflects a slight,
upward revision in the annual estimate of
new payments from the Claims and Judg-
ment Fund for penalties and civil damages.
In total, our estimate for the Senate version
of H.R. 2676 reflects an increase in direct
spending over the 1998-2007 period that is
about $610 million higher than the estimate
for the House version.

Estimate prepared by: Federal Costs: John
R. Righter (226-2860); Impact on State, Liocal,
and Tribal Governments: Marc Nicole (225-
3220); and Impact on the Private Sector: Mat-
thew Eyles (226-2649).

Estimate approved by: Robert A. Sunshine,
Deputy Assistant Director for Budget Anal-
ysis.

CHEBOYGAN RIGHT TO LIFE FIRST
ANNUAL FUNDRAISING DINNER

e Mr. ABRAHAM. Mr. President, I rise
today to recognize a very special event
in the State of Michigan. Cheboygan
Right To Life will host their first an-
nual fundraising dinner to benefit the
educational efforts of Right to Life
Michigan on May 7, 1998.

An event like this one is very impor-
tant for the pro-life movement. It rein-
forces the fact that at every level, we
have people who value the sanctity of
life working together. This is very en-
couraging. All who are involved with
this event should be commended not
only for their efforts in planning it but
for their efforts in promoting this very
important cause. I extend my best
wishes for a successful event as well as
my appreciation to Cheboygan Right
To Life.®

———
1998 FRANK D. FITZGERALD LIFE-
TIME ACHIEVEMENT AWARD
HONOREE

e Mr. ABRAHAM. Mr. President, I rise
today to acknowledge a good friend of
mine. Ed Wyszynski is this year’s re-
cipient of the Frank D. Fitzgerald Life-
time Achievement Award. Ed has made
tremendous contributions to the Michi-
gan Republican party over the last
thirty years. In 1968 he co-chaired the
Nixon for President youth effort in
Macomb county. From that point up
until now, Ed has worked in presi-
dential, senatorial, congressional and
gubernatorial campaigns. In addition
to his campaign activity, he has
chaired four Lincoln Day dinners, been
a county finance chairman, and has
served on party executive committees
for over 20 years. The Michigan Repub-
lican Party has recognized his efforts,
three times naming him to its #1 Re-
publican Club. Ed has relentlessly and
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