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Building a Wall of Delnt

Gross Federal Debt Soars

(S intrillions)

in 2013

$5 2001 2003 20/0)5) 2007 20J0)S) 2011 2013

Source:; OMB, CBO and SBC
Noite: Bushi FY 2009 Budget withr AMIT refiormi, engoing war costs, and associated debt service.




President Bush Maore than
Doubles Foreign-Held Debt

It Took 42 Presidents 224 Years to

Build Up $1 Trillion of Foreign-Held Debt

224 Years

(1776-2000) President

Bush
(Since 2001)

Source: U.S. Treasury and Federal Reserve Board
Monthly data through March 2008.




Top Ten Foreign Hoelders
of: Our National Debt

Japan

China

United Kingdom
“OIl Exporters”

Brazil

Caribbean Banking Centers
Luxembourg

Hong Kong

Norway.

Russia

Source: U.S. Treasury and Federal Reserve Board
Monthly data through March 2008
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Dollar Down 44 Percent
Against the Euro

(Euros per Dollar)
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Note: Monthly averages through April 2008
Source: Federal Reserve Board




Real GDP Growth [Lags

(Average annual percentage growth, quarterly data through 2008:Q1)

Real GDP, Average Annual Real GDP, Average
Growth During Nine Previous Annual Growth Since
Business-Cycle Expansions Eirst Quarter. 2001

Source: Bureau of Economic Analysis, U.S. Department of
Commerce; and National Bureau of. Economic Research




Jon Creation Lags

(Private-Sector Jobs, Percent Change firom Business-Cycle Peak)

Average of Nine Previous

Business Cycles
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-® 10.3 Million Private-
sems® Sector Jobs Short of

Typical Business Cycle

!

March 2001 to
April 2008

180 diye 210 25, 290 887 3y, 41 458 490 538 574 6l 65 698 78 77 81 85

Montis after Business-GCycle Peak

Source: Bureau of Labor Statistics, ULS: Department ofi Labor and National Bureau off Economic; Research




BUsiness: Investment Lags

(ReallBusiness Eixed Investment, Percent Ghange from, Business-Cycle Peak)

Average of Nine Previous
Business Cycles S

59% Less
Business
Investment
Growth

First Quarter 2001 to
First Quarter 2008

=20
RPeak +4@s +8@s +120@s +16Q@s +20Qs +24@s + 28@s

Quarters; Past Business-Cycle Peak

Source: Bureau of Economic Analysis, U.S. Department of
Commerce; and National Bureau of Economic Research




Budget Resolution Highlights

Strengthen Economy and Create Jobs
InVest In energy, education, Infrastructure

Expand health coverage for Kids
Provide tax cuts for middle-class
Restore fiscal responsibility; balance in 2012 /2013

Make America Safer
e Supportthe troops

e Provide for. veterans' health care

e Protecthomelandand reject Bush cuts in law
enforcement, COPS, firSt responders




Tax Relief inf Budget Resolution

® Extend middle-class tax relief
— marriage penalty relief
— child tax credit
— 10 percent bracket
AMT relief
Estate tax reform
Energy and education tax cuts
Property tax relief

Extenders




Deficit/Surplus Under
Budget Resolution

($in billions)

2011 2012 2013




Debt Under Budget Resolution

290 (Gross debt, % of GDP)
0

Source: SBC




Spending Under Budget Resolution

(% of GDP)

19.1% 19.1%

Source: SBC




Comparisen o Spending Under
Resoelution and President's; Budget

(S mtrillions)

o “== Resolution Spending

“= President's Spending
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Source: SBEC, CBO



Budget Resolution Includes
196 More Spending 'han
Bush Budget in 2009

(Total federal outlays in 2009, $in trillions)

$0
Bush Budget 2009 Budget

Resolution
Source: CBO, SBC




Comparisen off Revenues Unader
Reselution and President's; Budget

(S mtrillions)

“== Resolution Revenue

“ President's Revenue

—_‘-----------E====:f

$0
2008

Seurce: SBE, CBO
Note: Resolution revenue includes effect ofi Baucus amendment toe extend middle-class tax: cuts; and reform estate tax.




Budget Resolution Revenues
Above Bush Budget Revenues
By Only 2.9 Percent

($in trillions)

$20

Revenues Iin Revenues in
Bush Budget Budget Resolution
FY 2009-2013 FY 2009-2013

Source: CBO, SBC




IRS Estimates $345 Billion Annual Tax Gap

Gross Tax Gap
laxes $345 B

Collected /

Source: IRS estimate of 2001 tax gap, February, 2006




Five-Story Cayman Islands Building
That 12,748 Companies Call'Home




By Farah Stockman
GLOBE STAFF

CAYMAN ISLANDS — Kellogg Brown
& Root, the nation’s top Iraq war contrac-
tor and until last vear a subsidiary of Halli-
burton Corp., has avoided paying hun-
dreds of millions of dollars in federal
Medicare and Social Security taxes by hir-
ing workers through shell companies
based in this tropical tax haven.

More than 21,000 people working for
KBR in Iraq — including about 10,500

THE BosToN GLOBE

THURSDAY, MARCH 6, 2008

Top Iraq contractor skirts US taxes ofishore

Shell companies in Cayman Islands allow KBR to avoid Medicare, Social Security deductions

Americans — are listed as employees of
two companies that exist in a computer file
on the fourth floor of a building on a palm-
studded boulevard here in the Caribbean.
Neither company has an office or phone
number in the Cayman Islands.

The Defense Department has known
since at least 2004 that KBR was avoiding
taxes by declaring its American workers as
employees of Cayman Islands shell compa-
nies, and officials said the move allowed
EBR to perform the work more cheaply,

saving Defense dollars,

But the use of the loophole results in a
significantly greater loss of revenue to the
government as a whole, particularly to the
Social Security and Medicare trust funds.
And the creation of shell companies in
places such as the Cayman Islands to avoid
taxes has long been attacked by members
of Congress.

A Globe survey found that the practice
is unusual enough that only one other ma-

OFFSHORE, Page A20

According to US Central Command, there
are 163,000 contractors working in lrag.
KBR says that it has 54,000 people
working on its projects in Iraq. Of those:

Just over 21,
are Cayman lsland hires
13,288 are direct hires

The rest are subcontractors
from other companies

SOURCE: KBR

GLOBE STAFF




Offshore Tax Haven
Abuse Proliferating

“Experts have estimated that the total loss to
the Treasury from offshore tax evasion alone
approaches $100 billion per year, including
$40 to $70 billion from individuals and another
$30 billion from corporations engaging in
offshore tax evasion. Abusive tax shelters
add tens of billions of dollars more.”

— Press Release
Senate Homeland Security and
Governmental Affairs Permanent
Subcommittee on Investigations
February 17, 2007







Loophoele Closers in Bills
President Threatened to Veto

Codifying ecenomic sulstance — prohibiting
transactions with noreconoemic rationale, done
solely te evade taxes

Shutting dewn schemes to lease foreign
Subway and sewer systems and depreciate
assets (SILOs)

Ending defierral of offshore compensation by
hedge fund managers trying te evade current
taxation

Expanding broker information reperting
Taxing people whoe expatriate te evade taxes




Democratic Record on llaxes
Since llaking Control
0 Congress

($in billions)

Tax Cuts Enacted Revenue Raisers

2008-201.2 and LLoophole
Closers Enacted

2008-2012
Source: CBO




Price of Gasoline Soars

(Average price offgallen ofi gasiin U.S:, dellars)

$3.79 —
May 2008

$1.47
Jan. 2001

/

$0.75
2001 20/0)2 20J0)¢ 2004 20/0)] 20J0)¢ 20J0)7/ 20J0¢

Source: Energy Inteormation Administration
Noter U.S: regularallfformulations retaillgas prices




BUdgetiResolution Invests intEnergy

Creates green |ohs, rEdUGES GEPENCUENCE ON
fOrergn energy, strengtnens economy, and helps

WIth'RIgh heme Energy. Costs
® Enerngy taxicCuts Q
$2.8 B over President’s budgetin
—
D

discretionany funding for energy.

Energy Reserve Fundiforinvesting in
clean energy and the envirocnment




Falling Behind Global
Competition: U.S. Lags China
In Producing Engineers

400 (theusands)

China Engineering
Bachelor's Degrees

U.S. Engineering
Bachelor's Degrees

0]
1985 1989 1968 1997, 2001 2005

Soeurce: National Science Foundation



BUdgetReselutentinvests intEducation

(GEnerates eECONOMIC growith and jekS, PreEPAares
WOIKIOrCe to'compete in gleballeceonomy, makes
college more alferdable, andiimproves student
achievement

® Education tax cuts

I'_ o ==
® $5.5 BloverPresident's budgetin
discretionany funding for Department of

Education and Head!' Start

Education Reserve Fund for school
construction and Higher Ed reauthorization







Budget Resolution Invests in Infrastructure

Repairs crumbling roads, bridges, transit,

alrports, and schools l @

® Reserve fund to allow for major
Infrastructure legislation

e Provides $2.5 B more than President for key
discretionary transportation accounts in 2009

e In addition:
— Fully fund Highways
— Fully fund Transit
— Increase funding for Airport Improvement
Program



Budget Resolution Fully Funds
Bush War. and Defense Requests
Over. Five Years

($in trillions)

Bush Request for Budget Resolution War.
War and Defense and Defense Funding
FY 2009-2013 EY 2009-2013

Source: OMB, SBC




Budget Resolution Provides
$3.3 Billion More Than Bush
BUdget for: Veterans

(Veterans funding in 2009, $ in billions)

$35

Veterans Funding in Veterans Funding in
Bush Budget Budget Resolution
EY 2009 EY 2009

Source: CBO, SBC




Budget Resolution Provides
$2.8 Billion More Than Bush Budget for
Law Enforcement and Eirst Responders

(Law enforcement .and first responder.funding in 2009, $ in billions)

Law Enforcement / Eirst Law Enforcement / Eirst
Responder. Funding in Responder. Funding
Bush Budget In Budget Resolution
FY 2009 EY 2009

Source: CBO, SBC
Note: Law enforcement fundingincludes COPS program, Byrne Justice Assistance Grants, DHS
Eirefighter.Grants, State Homeland Security Grants, and Urban Area Security Initiative Grants




Budget Enforcement
In Budget Resolution

Discretionary caps for 2008 and 2009

Maintains strong paygo rule

Point of order against long-term deficit Increases
Point of order against short-term deficit Increases
Allows reconciliation for deficit reduction only

Point of order against mandatory spending on an
appropriations bill




Budget Resolution Provisions Addressing
Long-Term Fiscal Challenges

Comparative Effectiveness reserve fund

Health |I'T reserve fund

Program integrity initiatives to crack
down on waste, fraud, and abuse

Long-term deficit Increase point of
order




Conrad-Gregg Bipartisan
FIscal Task Force

To address long-term fiscal Imbalance

Panel of lawmakers and Administration
officials

Everything on table

Fast-track consideration; Congress
must vote

Bipartisan outcome
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