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SUMMARY

The Mid-Session Review updates the Ad-
ministration’s estimates of Government re-
ceipts, outlays, and deficits or surpluses to re-
flect economic, legislative, and other changes
since the President’s Budget was released in
February. For 2008, the budget deficit is now
estimated to be $389 billion, $21 billion lower
than estimated in February. At 2.7 percent of
gross domestic product (GDP), the 2008 defi-
cit is projected to be only slightly above the
average of the past 40 years, 2.4 percent of
GDP. Excluding the tax rebates and other
provisions in the enacted bipartisan economic
stimulus package, the 2008 deficit would be
only 1.9 percent of GDP. Although projected
to rise to $482 billion or 3.3 percent of GDP in
2009, the deficit is still projected to be below
the recent peak of 3.6 percent of GDP in 2004.
The deficit is projected to fall sharply after
2009, with the deficits in 2010 and 2011 only
slightly higher than projected in February.
These projected deficits are both manageable
and temporary if spending is kept in check,
the tax burden remains low, and the economy
continues to grow. Last year, the President
announced a goal of balancing the budget by
2012; and, with the President’s pro-growth
economic policies and commitment to fiscal

restraint, the budget remains on track to at-
tain balance by 2012.

PROMOTING ECONOMIC GROWTH

Since he took office, the President has
worked to promote economic growth and pro-
vide opportunity to all Americans. Beginning
with his first tax relief package enacted in
2001 and continuing through six additional
significant tax relief packages enacted during
his terms in office, the President has success-
fully promoted low-tax, pro-growth economic
policies. Recently, the President worked with
Congress to enact legislation that provides
one-time tax rebate payments to households
and temporary investment tax incentives to
businesses in an effort to help ensure the
recent economic slowdown is both mild and
short-lived. This bipartisan legislation, the
Economic Stimulus Act of 2008, provides an
immediate stimulus to the Nation’s economy
of over $150 billion, or more than one percent
of GDP.

Despite the recent slower economic growth
associated with the declines in housing mar-
kets, disruptions in credit markets, and in-

Chart 1. Balancing the Budget
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creases in food and energy prices, the Na-
tion’s economy has continued to expand and
remains fundamentally resilient. The U.S.
economy is the largest and most diverse na-
tional economy in the world and has been
bolstered by a low-tax environment, liberal-
ized international trade and growing exports,
a relatively low rate of underlying inflation,
and sustained growth in labor productivity.

Exports of goods and services have account-
ed for more than 40 percent of the Nation’s
economic growth over the past year, grow-
ing more than 9 percent in real, inflation-
adjusted terms over the four quarters end-
ing in March of this year. Representing over
12.5 percent of GDP, exports now account for
a greater share of the Nation’s output than
at any time in history. The contribution from
the improving U.S. international trade posi-
tion has offset much of the negative effects
on growth from declines in residential in-
vestment.

Although food and energy prices have in-
creased significantly over the past year, the
underlying rate of inflation has been rela-
tively low by historical standards. Excluding
volatile food and energy prices, the consumer
price index increased a modest 2.4 percent
over the 12-month period ending in June.
Including food and energy, the overall price
index rose 5.0 percent. Although higher for
this year than anticipated in February, the
overall rate of inflation is expected to return
to lower rates in later years as projected in
the February Budget.

The Nation’s labor productivity growth
remains relatively strong by historical stan-
dards despite the recent economic slowdown
and the changes in the near-term economic
outlook. Ongoing improvements in labor pro-
ductivity, which reflect efficiency gains of the
labor force, are fundamental to long-term
economic growth and sustained increases
in the Nation’s standard of living. Since the
President took office, productivity growth
has averaged 2.6 percent per year, which is
greater than the averages for each of the
past three decades.

Even with its fundamental flexibility and
resilience, the Nation’s economy is not im-
mune to adverse shocks; economic perfor-
mance clearly has been negatively affected

by recent challenges. Nonetheless, the tax re-
bate payments and business investment tax
incentives of the stimulus legislation are ex-
pected to help support economic performance
this year, and the economy is expected to re-
turn to stronger growth in coming years.

PROVIDING TAX RELIEF FOR ALL
AMERICANS

The President’s major tax relief proposals
enacted during his terms in office reflect a
commitment to rewarding hard work and
prudent risk-taking. These provisions have
allowed Americans to keep more of their
hard-earned money and encouraged busi-
nesses to make additional investments. Be-
cause of the President’s efforts, workers and
businesses saved $1.3 trillion in taxes by the
end of calendar year 2007. The enacted tax
relief has led to reductions in every marginal
income tax rate, the marriage tax penalty,
and the capital gains and dividend tax rates;
the creation of a new low ten percent income
tax bracket; a doubling of the child tax cred-
it; reductions in and the eventual elimina-
tion of the death tax; and increases in small
business investment incentives. More than
six million individuals and families will see
their income tax liabilities completely elimi-
nated this year.

The President’s tax relief has been good
for individual Americans and good for the
economy. However, it is set to expire at the
end of 2010. If Congress does not extend
these tax relief provisions, Americans can
expect to pay an additional $280 billion per
year in taxes. One hundred sixteen million
taxpayers will face an increase in their taxes
if Congress does not act, with the average in-
crease expected to be $1,800. Nearly 50 mil-
lion married couples will see a tax increase
of more than $3,000, on average, if the mar-
riage penalty is reinstated. Forty-three mil-
lion families with children will face tax in-
creases averaging $2,300. Seniors and single
women will also be forced to pay higher taxes,
with 18 million seniors and 12 million single
women facing increases averaging $2,200
and $1,100, respectively.

The President’s tax relief has benefitted
businesses as well as individuals. If the tax
relief provisions are not extended, approxi-
mately 27 million small business owners will



SUMMARY

3

face an average $4,000 tax increase. Lower
capital gains and dividend tax rates and in-
centives for small business investment are
necessary to strengthen the economy. The
President urges the Congress to extend per-
manently all of his tax relief proposals. The
sooner these provisions are extended, the
sooner the uncertainty will be eliminated for
financial markets and the sooner small busi-
nesses and families will be able to plan with
confidence for the future.

In passing the Economic Stimulus Act
of 2008, the Administration and Congress
worked together in a bipartisan manner
to achieve results for the American people.
The bipartisan growth package delivered
stimulus payments directly to individuals,
averaging more than $800 per payment and
providing Americans with additional money
for their families. In addition, the growth
package provides temporary tax incentives
for investment, reducing the cost for busi-
nesses to increase their production capacity.
This package should bolster the economy in
the short run, helping to reduce the adverse
effects of the recent economic slowdown.

ENSURING FISCAL DISCIPLINE

The President’s fiscal policy approach has
focused on pro-growth economic policies and
fiscal restraint. As noted above, the Presi-
dent’s tax relief policies have promoted eco-
nomic growth and rewarded hard-working
Americans. The President’s policies of spend-
ing restraint have held down the growth in
spending in the face of significant fiscal pres-
sures on the Government over the past seven
and a half years as a result of the September
11th terrorist attacks, the ensuing Global
War on Terror, Hurricane Katrina, and in-
creasing entitlement costs. These challenges
came on top of significant underfunding in
national security, an inherited recession, and
an economy built on a high-tech bubble. The
President’s tax relief and other pro-growth
policies worked to strengthen the economy,
and the resulting revenue growth helped
drive down the deficit substantially over
the last three years. Yet, as a result of the
recent slowdown in economic activity and
the subsequent bipartisan economic growth
package, deficits for this year and next year
are projected to increase. Despite myriad fis-
cal pressures, the President is committed to

policies that restrain Federal spending and
balance the budget by 2012.

In February, the President proposed to im-
pose strict constraints on non-security dis-
cretionary spending and address the rapid
rate of growth in entitlement spending. Spe-
cifically, the President proposed to eliminate
or reduce 151 unnecessary or duplicative
programs totaling $18 billion and to hold the
growth in non-security spending to below
one percent for 2009. This reduction in non-
security discretionary spending is especially
dramatic given that this category of spend-
ing was growing at an annual rate of 16.6
percent during the final year of the Clinton
Administration. In addition, the President
proposed reasonable reforms to entitlement
spending, including Medicare, Medicaid, the
Pension Benefit Guaranty Corporation, So-
cial Services Block Grants, the Perkins loan
program, and the Disability Insurance pro-
gram. During his tenure, the President has
repeatedly offered sensible proposals to re-
duce growth in the automatic spending that
now accounts for almost two-thirds of the
budget and continues to grow faster than the
economy and faster than the Nation’s ability
to pay for it.

The 2008 Supplemental Appropriations Act,
signed by the President on June 30, provides
U.S. troops in Iraq and Afghanistan with the
resources they need to fight the Global War
on Terror. In addition, it enhances the educa-
tional benefits available to service members
by permitting members to transfer unused
benefits to spouses and children, as proposed
by the President. The Supplemental Appro-
priations Act also provides funding to replen-
ish disaster relief accounts that were used
to fund relief from flooding in the Midwest.
Most importantly, the supplemental appro-
priations stayed within the President’s dis-
cretionary spending thresholds.

While the Congress has successfully com-
pleted action on an economic growth package
and supplemental appropriations, its action
in other areas of fiscal policy is discourag-
ing. The Congressional Budget Resolution
adopted by the Congress for the next fiscal
year would increase appropriations made in
2009 by $25 billion and allow an increase of
$209 billion over five years above the Presi-
dent’s Budget. In addition, the Resolution
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fails to address the unsustainable growth in
entitlement programs. The President urges
Congress to adopt the proposals he made in
February that begin to address the large and
growing entitlement challenge.

MID-SESSION UPDATE

The most significant changes to the Gov-
ernment receipt, outlay, and deficit estimates
for this Mid-Session Review are the result of
the recent economic slowdown and changes
in the economic outlook since the Budget was
released. The estimates have been revised
to reflect, among other things, the economic
stimulus package and other legislation en-
acted since February, higher inflation, and
more modest expectations regarding eco-
nomic growth.

Changes in Receipts

Receipts for 2008 are now projected to be
$2.553 trillion, $32 billion higher than project-
ed in February and close to the strong receipt
showing witnessed in 2007. At 18.8 percent
of GDP, 2007 receipts were above the 40-year
historical average of 18.3 percent. Last fiscal
year marked the third year in a row in which
receipts grew faster than GDP. It followed
two years of double-digit growth in receipts in

2005 and 2006: 14.5 percent in 2005 and 11.8
percent in 2006.

For the first nine months of the current
fiscal year, receipts were about the same as
they were during the first nine months of
last fiscal year. Individual income tax re-
ceipts came in slightly lower than last year,
including the effect of the refunds provided
in the stimulus act, and corporate income tax
receipts came in lower as well. For the fiscal
year as a whole, receipts are now estimated
to be slightly lower than last year. As a re-
sult, 2008 receipts are projected to be 17.9
percent of GDP, slightly less than the 40-year
historical average.

Receipts for 2008 are projected to exceed
the February estimate primarily because
of the budgetary treatment of the economic
stimulus package. The President’s Budget
contained an allowance for the stimulus
package, which was shown as a reduction in
receipts of $125 billion in 2008 and $20 bil-
lion in 2009. The stimulus legislation that
was enacted in February affects both receipts
and outlays, reducing receipts by $83 billion
in 2008 and $32 billion in 2009, and increas-
ing outlays by $33 billion in 2008 and $6
billion in 2009. The enacted stimulus pack-
age has almost the same effect on the deficit

Chart 2. Americans are Not Under-Taxed
Receipts Near Historical Average

Percent of GDP
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as the President’s allowance, but the effect
on receipts in 2008 is lower than what was
shown in the Budget, resulting in an upward
revision in the 2008 receipts projection.

Receipts for 2009 are projected to be $49
billion lower than estimated in February be-
cause of the stimulus package and because
of revised economic assumptions. The Mid-
Session Review assumes more modest near-
term economic growth than was assumed in
the President’s Budget. The effect of more
modest growth also appears in 2010, when
receipts are projected to be $16 billion lower
than projected in February. Even though the
annual levels of nominal GDP are projected to
remain lower in 2011 through 2013 than the
levels assumed in February, reducing growth
in receipts, these reductions are expected to
be more than offset by projected increases
in receipts resulting from other factors. As a
result, receipts for the 2011-2013 period are
projected to be slightly higher than projected
in February.

On average over the five-year budget win-
dow of 2009 through 2013, receipts are now
projected to be 18.6 percent of GDP, slightly
above the 40-year historical average of 18.3
percent.

Changes in Outlays

Outlays for 2008 are projected to be $2.942
trillion, $11 billion higher than projected in
February. Legislative action increases out-
lays by $39 billion, due to the outlay effect
of the rebate payments from the stimulus
act, as discussed above, and to the cost of the
extended unemployment insurance benefits
enacted in the Supplemental Appropriations
Act. Revisions in estimates for economic and
technical factors reduce 2008 outlays by $28
billion. The largest reductions are for interest
outlays on debt held by the public, reflecting
lower-than-expected interest rates, and slow-
er rates of spending from discretionary appro-
priations. Equal to 20.7 percent of GDP, 2008
outlays are projected to be close to the 40-year
historical average of 20.6 percent.

Outlays for 2009 are projected to be $26
billion higher than projected in February.
Outlays for 2010 are projected to be about
the same as projected in February, but out-
lays in 2011 through 2013 are projected to be
from $8 billion to $16 billion higher in each
year than projected in February. The outlay
increases in the outyears result primarily
from the enhanced veterans’ education ben-
efits in the 2008 Supplemental Appropria-
tions Act and higher-than-expected annual

Chart 3. Federal Outlays in 2008
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Chart 4. Declining Federal Debt
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The Deficit Outlook

For 2008, the deficit is projected to be
$389 billion, $21 billion lower than project-
ed in February. The revised deficit estimate
results primarily from changes in economic
and technical assumptions. This estimate
includes $117 billion from individual re-
bates and other effects of the enacted eco-
nomic stimulus legislation, without which
the deficit would have been $272 billion. As
a percent of GDP, the 2008 deficit is pro-
jected to be 2.7 percent, slightly above the
40-year historical average of 2.4 percent of
GDP. Without the effects of the economic
stimulus package, the deficit for 2008 would
have been lower than the historical aver-
age, at 1.9 percent of GDP.

For 2009 through 2011, the deficits are
projected to be higher than projected in
February—$74 billion higher in 2009, $18
billion higher in 2010, and $9 billion higher
in 2011. These increases are due largely to
revised economic and technical assump-
tions, and, in particular, more modest eco-
nomic growth and higher cost-of-living
adjustments. In addition to revised as-

1980 1990 2000 2010

sumptions, the economic stimulus package
and the Supplemental Appropriations Act
are projected to have a negative impact on
the 2009 deficit estimate.

As a percent of GDP, the 2009 deficit is
projected to be 3.3 percent. The deficit is
projected to fall to 1.1 percent of GDP in
2010, to continue falling to 0.6 percent of
GDP in 2011, and to reach balance in 2012.
With the adoption of the President’s pro-
posed policies and assuming the economic
slowdown is both mild and temporary, the
budget is projected to generate surpluses
equal to 0.3 and 0.2 percent of GDP in 2012
and 2013, respectively.

Over the past 20 years, debt held by the
public has ranged from 33 to 49 percent
of GDP, and over the past 40 years, it has
averaged 35.6 percent. At the end of 2007,
debt held by the public was $5.0 trillion, or
36.8 percent of GDP, down from 37.1 per-
cent in 2006. The deficits for 2008 and 2009
are expected to increase the debt, as a share
of GDP, to 38.0 percent and 40.2 percent,
respectively. After 2009, falling deficits and
a return to surplus will reduce the debt as
a share of GDP, with the debt in 2013 pro-
jected to be 34.0 percent of GDP.
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Chart 5. Unsustainable Growth in Entitlements
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ADDRESSING FUTURE FISCAL
CHALLENGES

While the projected near-term budget defi-
cits are temporary and manageable, longer-
term projections of the budget under current
law show rising Federal budget deficits that
are not sustainable. This year, the first of the
Nation’s 78 million baby boomers became eli-
gible for early retirement benefits under So-
cial Security. In three years, these same indi-
viduals will become eligible for Medicare. As
the baby boomers begin to retire en masse,
the cost of Social Security, Medicare, and
Medicaid will increase sharply. In addition,
today’s retired Americans are living longer
than previous generations of retirees, put-
ting additional cost pressures on these three
programs. Furthermore, if health care costs
continue to grow at a rate that exceeds the
rate of growth in the economy, as they have
since 1960, the costs for Medicare and Med-
icaid will become unsustainable.

As the share of the population that is
working declines relative to the share of the
population that is retired, these increased
entitlement costs will have to be borne by
a relatively smaller working population.
Without meaningful changes to Social Se-
curity, Medicare, and Medicaid, these three

programs are likely to exert unsustainable
pressure on Federal spending over the next
several decades and leave policymakers with
bad choices: higher taxes, benefit cuts, or in-
creased debt.

Long-term projections of spending on all
Government programs and interest on Gov-
ernment debt show that by 2080, the budget
deficit could reach 22 percent of GDP if taxes
are assumed to remain at their 40-year his-
torical average of 18.3 percent of GDP and
entitlement spending remains as specified
under current law. In addition, such deficits
could lead to unsustainable levels of Govern-
ment borrowing with debt held by the public
projected to reach nearly 300 percent of GDP
by 2080. This would be greater than any level
of borrowing on record in the Nation’s histo-
ry, even after World War II, when borrowing
reached nearly 110 percent of GDP. Before
any such unprecedented level of borrowing
were to occur, there would likely be a crisis
of confidence among potential U.S. creditors
and a significant reduction in the amount
of credit available to the Government. The
President urges Congress to act on the rea-
sonable proposals he made in February to
begin the much-needed process of reforming
these important entitlement programs.
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Table 1. CHANGES FROM THE FEBRUARY BUDGET
(In billions of dollars)

2009-
2008 2009 2010 2011 2012 2013 2013
2009 February Budget deficit ........cccccovevviievieicieniicciiiieecieeeeeeene. =410 —407  -160 95 48 29
Percent of GDP .....cc.oooiiiiiiiiiiiiiieneceeee e -2.9% -2.7% -1.0% -0.6% 0.3% 0.2%
Enacted legislation and policy changes:
Economic Stimulus Act .....cocoveeviiiiiiiniiiiieeieeeeeeeeen 8 -18 3 —* -1 —* -15
2008 Supplemental Appropriations Act ........ccccceeeveeriennnenne -7 -18 2 -7 -8 -8 37
Farm Dill ....coooiiiiiii e * * -2 -2 6 -9 -6
Other legislation and policy changes! ..........ccccccevviiiiiennnne 1 —* —* -1 -2 -3 -6
Subtotal, policy changes -36 3 -9 -4 -19 -65
Economic and technical reestimates:
RECEIPES .oovvivieiiciieiecteet ettt ettt et -10 -38 20 6 13 16 22
Discretionary programs ...........ccceeecveeeerieeennieeeeniieeessieeesieeens 9 -6 1 -3 -1 -2 -11
Mandatory:
Social Security and other indexed benefit programs ...... -+ -13 17 17 -17 -17 -80
Medicare and Medicaid .........ccceviieiiieniiiniieniecieenieeee. 3 1 2 5 3 5 16
Unemployment compensation ...........ccocceeveerieineeneeennen. -5 -8 -6 -3 -2 -1 -21
Deposit INSUTANCE ..co.eeeeeiiiiiiiiciieeceeeeeeeeeee e -4 12 -5 1 5 6 -5
OCS TECEIPES .eevvieiieeiiieiie ettt ettt 7 5 7 8 7 7 34
OtRET i 7 -1 -5 -6 -2 -1 -15
Total Mandatory ..........ccccceevieecieenieeiieneeeie e 7 28 23 -12 -6 -1 -71
Net INterest? ..o.eeiiiieiieieriic e 12 33 21 10 8 6 78
Subtotal, economic and technical reestimates ............ccceeeenee... 19 -39 -21 1 14 19 -26
Total, Changes .......ccceecuiiiiiiiiiecieeeee e e 21 -74  -18 -9 10 —* -91
Mid-Session Review deficit ........ccoceerieriiiiiiiiiiniiecceeeeee, -389 482 -178 -103 58 29
Percent of GDP .........ccooouieieiiieieieieeeeeeeeeeeee e —2.7% -8.3% -1.1% -0.6% 0.3% 0.2%

* $500 million or less.
! Includes debt service on all policy changes.
2 Includes debt service on all reestimates.



ECONOMIC ASSUMPTIONS

At mid-year 2008 the U.S. economy has con-
tinued to expand, but growth has slowed as a
result of the sharp housing decline, disruptions
in financial markets, and high energy prices.!
Nonetheless, the ongoing growth in the face of
these shocks continues to testify to the funda-
mental resilience of the U.S. economy. In ad-
dition, Federal Reserve monetary policy ac-
tions and the timely passage of the Economic
Stimulus Act of 2008 are helping to give the
economy a needed boost. The Administration’s
pro-growth policies—including maintained tax
relief, the promotion of innovative technolo-
gies, and pursuit of liberalized international
trade—help to establish a sound foundation
for a return to faster growth in the future.

The Administration expects that the re-
bound to stronger growth over the next five
years will provide a basis for sustained in-
creases in tax receipts. In recent years, the ex-
pansion of the economy helped generate dra-
matic increases in Federal receipts and lower
Federal budget deficits. Estimates for 2008
suggest, however, that receipts are likely to
decline slightly this year because of the com-
bined effects of the slowdown in the economy
and the income tax rebates provided by the
Economic Stimulus Act. Returning the budget
to a sustainable path toward balance by 2012
will require solid economic growth and con-
tinued spending restraint.

ECONOMIC PROJECTIONS

The Administration’s economic projections
are based on information available as of early
June 2008. The projections are summarized in
Table 2, and a comparison with the Blue Chip
consensus (an average of about 50 private sec-
tor forecasts) is shown in Table 3. For 2008, the
projected 1.6 percent rate of real GDP growth
matches that of Blue Chip, but the Adminis-
tration envisions a stronger rebound in 2009-
2011 than the Blue Chip shows.

Real Gross Domestic Product (GDP) and the
Unemployment Rate: Because of the slower

! Economic performance is discussed in terms of calendar years.
Budget figures are in terms of fiscal years.

rate of growth in recent quarters, real GDP is
expected to increase only 1.6 percent this year,
but it is projected to rise by 2.2 percent in 2009
and to reach a strong 3.4 percent growth rate
in 2010-2011. Beyond the next three years,
real GDP growth is projected to moderate, de-
clining gradually to a 3.1 percent rate in 2012
and 2.9 percent in 2013 as labor force growth
slows with the aging of the work force.

Because of the recent slower economic
growth, the labor market is likely to remain
sluggish for a period of time before returning
to better performance. The unemployment rate
is projected to average 5.6 percent in 2009, up
from 5.3 percent in 2008 and 4.6 percent in
2007. With a return to stronger growth, the
unemployment rate is expected to decline to
an annual average of 4.8 percent by 2012.

Inflation: Inflation has increased in recent
years, in large part because of surging food and
energy prices, and continued rapid increases
in these prices contributed to 5 percent infla-
tion in the first half of 2008. If food and en-
ergy prices stabilize as expected, the inflation
rate should decline. Core inflation, excluding
food and energy prices, has remained rela-
tively stable at around 2.3 percent per year,
and higher unemployment will put downward
pressure on inflation in 2009. On a year-over-
year basis, the consumer price index (CPI)
is projected to increase 3.8 percent this year
and then to rise by 2.3 percent in 2009 and 2.2
percent in 2010 before settling in on a 2.3 per-
cent growth rate in 2011-2013. Growth in the
GDP price index is projected to be 2.2 percent
in 2008 and 2009, 2.1 percent in 2010, and 2.0
percent in 2011 and beyond. These projections
are consistent with well-contained inflation
expectations and the Federal Reserve’s stated
intention to keep inflation under control.

Interest Rates: The Administration’s projec-
tions for interest rates are based largely on
financial market data and private market ex-
pectations at the time that the forecast was
developed in early June. The 3-month Trea-
sury bill rate is expected to average 1.9 per-
cent in 2008 and then to rise to 4.1 percent by
2011. The yield on the 10-year Treasury note
is projected to average 4.0 percent in 2008
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and then to rise to 5.3 percent by 2012. At
that point, projected real interest rates would
be close to their historical averages given the

Incomes and Income Shares: Labor compen-
sation—consisting of wages and salaries and
employee fringe benefits such as employer-

provided insurance and pensions—is project-
ed to rise relative to the size of the economy,

projected rate of inflation.

Table 2. ECONOMIC ASSUMPTIONS'

(Calendar years; dollar amounts in billions)

Projections

2010 2011

2007
Actual

2008 2009 2012 2013

Gross Domestic Product (GDP):

Levels, dollar amounts in billions:
Current dollars ........ccccoeeveveeriieeeiiee e e
Real, chained (2000) dollars

13,841 14,370 15,007 15,850 16,730 17,585 18,457
11,567 11,751 12,010 12,423 12,849 13,241 13,624

Chained price index (2000 = 100), annual average . 119.7 1223 125.0 127.6 130.2 132.8 1355
Percent change, fourth quarter over fourth quarter:

Current dollars ......c..cccceveeveneniiiniieneeeeeeeeen 5.1 3.5 5.1 5.7 5.4 5.1 4.9

Real, chained (2000) dollars 2.5 1.2 2.9 3.5 3.3 3.0 2.8

Chained price index (2000 = 100) ... 2.6 2.3 2.1 2.1 2.0 2.0 2.0

Percent change, year over year:

Current dollars ..........cccceeeene 4.9 3.8 44 5.6 5.5 5.1 5.0

Real, chained (2000) dollars 2.2 1.6 2.2 3.4 3.4 3.1 2.9

Chained price index (2000 = 100) ......ccceevvveerveenenns 2.7 2.2 2.2 2.1 2.0 2.0 2.0
Incomes, billions of current dollars:

Corporate profits before tax ........cccceevveeevveeeriveennnns 1,877 1,694 1,890 1,950 1,958 1,971 2,019

Wages and salaries ........ccccceeevveeeiieeenciieeeniee e 6,366 6,643 6,979 7,369 7,791 8,187 8,585

Other taxable iIncOmMe? ..........cccecevveveeneeienieeeesieenen 3,065 3,199 3,329 3,499 3,636 3,766 3,937
Consumer Price Index (all urban):?

Level (1982-84 = 100), annual average .................... 207.3 2152 220.2 225.0 230.1 2354 240.8

Percent change, fourth quarter over fourth quarter ..... 4.0 3.1 2.2 2.2 2.3 2.3 2.3

Percent change, year over year ..........cccccceeeveeueennen. 2.9 3.8 2.3 2.2 2.3 2.3 2.3
Unemployment rate, civilian, percent:

Fourth quarter level ...........ccoovieeiiieeiiiieeeeeee, 4.8 5.5 5.5 5.1 4.9 4.8 4.8

ANnual average ........cccccvveeeciieeeeieeeeeee e 4.6 5.3 5.6 5.3 5.0 4.8 4.8
Federal pay raises, January, percent:

MILEATY® oo 2.7 3.5 3.4 NA NA NA NA

CivilIan® ..o 2.2 3.5 2.9 NA NA NA NA
Interest rates, percent:

91-day Treasury bills® .........coooiiiiiiiiiiiiieeees 4.4 1.9 2.8 3.9 4.1 4.1 4.1

10-year Treasury notes ........ccocceeeevuveeenueeenneneeennnen. 4.6 4.0 4.6 4.9 5.2 5.3 5.3

NA = Not Available

! Based on information available as of early June 2008.

2 Rent, interest, dividend, and proprietors’ income components of personal income.

3 Seasonally adjusted CPI for all urban consumers.

4 Percentages apply to basic pay only; percentages to be proposed for years after 2009 have not yet been determined.

5 Overall average increase, including locality pay adjustments. Percentages to be proposed for years after 2009 have
not yet been determined.

8 Average rate, secondary market (bank discount basis).
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while the share of corporate profits declines.
Profits have been unusually high in recent
years, and the share of compensation has been
below its long-run average. During the projec-
tion period, labor compensation is expected
to catch up with the rising productivity trend
and return to its historical average relative to
GDP. The wage share in GDP is also expected
to rise from its recent low level, but less than
for total compensation because the share of
employee benefits in total compensation is ex-
pected to increase further, holding down the
expected rise in wages and salaries.

FORECAST COMPARISONS

Table 3 compares the Mid-Session Review
(MSR) economic assumptions with those from
the 2009 Budget and from the July Blue Chip
consensus. While the Administration forecast
generally assumes that the President’s bud-
get policies will be enacted as proposed, pri-
vate forecasters use their own assumptions
about fiscal policy.

In the medium term, the Administration’s
economic forecast for the MSR is similar to the
forecast in the 2009 Budget published in Feb-

Table 3. COMPARISON OF ECONOMIC ASSUMPTIONS

(Calendar Years)
Projections
2008 2009 2010 2011 2012 2013
Nominal GDP (in billions of dollars):
MSR et 14,370 15,007 15,850 16,730 17,585 18,457
2009 BUAZEL ..ottt 14,480 15,215 15,987 16,782 17,603 18,462
Blue Chip CONSENSUS ...c.ccvvevieeieieriieieeieeeeeieeeeereeeesseesnens 14,391 14,979 15,742 16,545 17,371 18,222
Real GDP:!
MSR e 1.6 2.2 3.4 3.4 3.1 2.9
2009 BUAZEL ..ovviveeniieiieieeieie e 2.7 3.0 3.0 2.9 2.8 2.8
Blue Chip CONSENSUS .....cccovvvieeriieeeiieeeniereenieeeenieeessneeeens 1.6 1.7 2.9 2.9 2.8 2.7
Consumer Price Index:!
MSR oot 3.8 2.3 2.2 2.3 2.3 2.3
2009 Budget .. 2.7 2.1 2.3 2.3 2.3 2.3
Blue Chip CONSENnsuS .......ccoeoueerieeriienieeniienieenieeeveenieeeenees 4.2 2.9 2.3 2.3 2.3 2.3
Unemployment Rate:?
MSR e e 5.3 5.6 5.3 5.0 4.8 4.8
2009 BUAZEL «.ovvevvenieiieieeee e 4.9 4.9 4.8 4.8 4.8 4.8
Blue Chip CONSENSUS .....cccoevvieeieiieeeiieeenieeeenieeeesveeeesnseeens 5.4 5.9 5.1 5.0 4.9 4.8
Interest Rates:?
91-Day Treasury Bills:
MSR e s 1.9 2.8 3.9 4.1 4.1 4.1
2009 BUdZEt ...vovveeiieiieieieeeeeee e 3.7 3.8 4.0 4.1 4.1 4.1
Blue Chip Consensus ........cceeeuveeeriieenniieeennieeenieeennes 1.9 2.5 4.3 4.3 44 4.4
10-Year Treasury Notes:
MSR e e 4.0 4.6 4.9 5.2 5.3 5.3
2009 Budget ... 4.6 4.9 5.1 5.2 5.3 5.3
Blue Chip CONSENSUS .......c.eeeeeevveeeieiieeniieeeieeeeiieeennns 3.9 4.4 5.1 5.1 5.2 5.2

MSR = Mid-Session Review

Sources: Chapter 12, “Economic Assumptions” of Analytical Perspectives, FY 2009 Budget; July 2008 Blue Chip Eco-
nomic Indicators, Aspen Publishers, Inc. for 2008 and 2009; March 2008 Blue Chip Economic Indicators for 2010-2013.

! Year-over-year percent change.
2 Annual averages, percent.
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ruary. The most significant difference is that
real GDP growth for 2008 is now expected
to be 1.6 percent on a year-over-year basis
compared to 2.7 percent in the Budget. In
2009, real growth is also lowered to 2.2 per-
cent compared with 3.0 percent in the 2009
Budget. The lower growth forecast results in
higher unemployment than previously pro-
jected. Following this period of slow growth,
a catch-up is projected for 2010-2011 which
exceeds the growth rates for those years in
the 2009 Budget. The unemployment rate is
higher in the current projections compared
with the Budget for the next few years, but
it returns to the same 4.8 percent average in
the long run. Also of note, inflation is higher
for 2008, but the long-run projections are the
same. The interest rate projections are lower
in the near term but also return to the same
long-run levels as in the Budget.

SUMMARY

The economic news since the Budget was
issued has been mixed. Economic growth
slowed late last year and remains subdued
so far in 2008. The housing slump, tighter
conditions in credit markets, and continu-
ing energy price shocks have cut into the
expected growth rate. Even though inflation
has been boosted by higher energy prices,
the long-run inflation outlook remains fa-
vorable if energy prices stabilize. The Mid-
Session Review economic forecast projects a
return to stronger economic growth and to
low and stable inflation in 2009 and subse-
quent years. With these changes, interest
rates on Treasury securities are likely to rise
somewhat, and healthy job creation and real
wage growth are expected to resume.



RECEIPTS

The current estimate of receipts for 2008
exceeds the February Budget estimate by $32
billion. The current estimates for 2009 and
2010 are below the February Budget estimates
by $49 billion and $16 billion, respectively,
and the current estimates for 2011 through
2013 exceed the February Budget estimates,
resulting in receipts that are $28 billion lower
than the February Budget estimates over the
five-year period, 2009 through 2013. These
changes are the net effect of revised economic
assumptions, technical reestimates, enacted
legislation, and revisions in the Administra-
tion’s proposals.

Revised economic assumptions and techni-
cal reestimates reduce receipts by $21 to $25
billion in 2008 through 2010, reduce receipts
modestly in 2011, and increase receipts in

2012 and 2013. Lower-than-expected col-
lections of corporation income taxes are pri-
marily responsible for the net decrease in
2008 receipts. This reduction in corporation
income taxes is in large part attributable to
lower-than-expected corporation income tax
liability in 2007 and 2008, as reflected in col-
lection experience since February. The down-
ward revisions for 2009 through 2011 reflect
increases in individual income taxes that are
more than offset by reductions in all other
sources of receipts, primarily corporation in-
come taxes and social insurance and retire-
ment receipts. For 2012 and 2013, increases in
both individual income taxes and corporation
income taxes more than offset the reductions
in all other sources of receipts, resulting in an
upward revision in receipts. The increases in
individual income taxes in each year are pri-

Table 4. CHANGE IN RECEIPTS

(in billions of dollars)

2008 2009 2010 2011 2012 2013 py
February estimate .........ccceoerieniniiiicnicncceccccee, 2,521.2 2,699.9 2,931.3 3,076.4 3,269.9 3,428.2
Changes due to:
Economic assumptions and technical reestimates:

Individual income taxes ..... 9.0 21.5 7.3 15.0 16.0 16.0 75.8
Corporation income taxes ..........c.ccceeueeneeen. -27.0 -19.8 -10.8 -5.3 0.6 45 -30.8
Social insurance and retirement receipts .... -9.0 -16.8 -10.3 -6.5 -6.3 -6.7 -46.6
Other sources of receipts ......cccceveeriiieniieiiienieeieeee, 2.4 -7.8 -7.3 -6.2 -5.9 -5.8 -329

Subtotal, economic assumptions and technical
reestimates ... -246 -229 211 -3.0 4.3 8.1 -34.5

Policy:
Economic stimulus:

Economic Stimulus Act .......coceeviniiininiinennee. -83.4 -32.0 13.0 7.9 5.4 4.0 -1.6

Less February allowance for economic growth
PACKAZE ..ottt 125.0 20.0 -10.0 -8.0 —6.0 —4.0 -8.0
Net effect of Economic Stimulus Act ................. 41.7 -12.0 3.0 -0.1 -0.6 -0.0 -9.6
Other enacted legislation ........ccccccceeevivieieiiieeniieennns -0.3 1.0 1.7 1.3 5.1 -4.7 4.4
Economic and technical revisions in proposals ......... 15.0 -14.7 0.8 9.4 9.1 7.4 12.0
Subtotal, POLICY .....ccevveiririniniiiiieiieeeee 56.3 —25.7 5.6 10.7 13.6 2.7 6.9
Total change .........cccvevievieiniiniininicieieiccee 31.8 -486 -155 7.7 17.9 10.8 -27.7

Mid-session estimate ............cccceeeevveeeeeuieeerireeeiieeeeiireeenns

2,552.9 2,651.4 2,915.8 3,084.1 3,287.8 3,439.0

13
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marily the net effect of increases attributable
to revisions in estimating models to reflect
current collection experience that are partial-
ly offset by downward revisions in wages and
salaries and proprietors’ income. Downward
revisions in wages and salaries and propri-
etors’ income—the tax base for Social Secu-
rity and Medicare payroll taxes—are in large
part responsible for the reductions in social
insurance and retirement receipts in each
year. The reductions in corporation income
taxes in 2009 through 2011 are the combined
effect of downward revisions in taxable profits
and downward revisions attributable to new
tax and collections data used in the estimat-
ing models that were not available at the time
the budget estimates were made. In 2012 and
2013, upward revisions in taxable profits more
than offset the reductions attributable to revi-
sions in the estimating models, resulting in a
net increase in corporation income taxes.

Policy changes since February, which include
legislated tax changes and revisions in the
Administration’s proposals, increase receipts
by $56 billion in 2008, reduce receipts by $26
billion in 2009, and increase receipts by $3 to
$14 billion in 2010 through 2013. The Febru-
ary Budget included an allowance for a pro-
posed economic growth package that provided
$125 billion in tax relief in 2008, $20 billion
in tax relief in 2009, and tax increases of $4
to $10 billion in 2010 through 2013. Congress
acted quickly in a bipartisan manner, and the
Economic Stimulus Act of 2008 was signed
by President Bush on February 13, 2008. The
stimulus provided by the enacted legislation
was similar in size to the President’s propos-
al, but a portion of the stimulus—payments
to U.S. territories and payments in excess of
tax liability—was provided as outlays rather

than refunds of receipts. The tax rebates to
certain individuals and incentives for busi-
ness investment in this act reduce receipts
by $83 billion in 2008, reduce receipts by $32
billion in 2009, and increase receipts by $4
to $13 billion in 2010 through 2013. Relative
to the economic growth package proposed in
the February Budget, this act increases re-
ceipts by $42 billion in 2008, reduces receipts
by $12 billion in 2009, and reduces receipts
by a net $10 billion over the five-year period,
2009 through 2013. Other legislation enacted
since February that affects receipts includes
the Andean Trade Preference Extension Act
of 2008, the Heroes Earnings Assistance and
Relief Tax Act of 2008, the 2008 Supplemental
Appropriations Act, and the Food, Conserva-
tion, and Energy Act of 2008. Together, these
legislated tax changes reduce receipts by less
than $1 billion in 2008 and increase receipts
by a net $4 billion over the five years, 2009
through 2013, relative to similar proposals in
the February Budget.

Revisions in the estimates of the February
Budget proposals that have not been enact-
ed increase receipts by $15 billion in 2008,
reduce receipts by $15 billion in 2009, and
increase receipts by $12 billion over the five
years, 2009 through 2013. The changes in
2008 and 2009 are in large part attributable
to delay in enactment of the Administration’s
proposal to prevent the number of Alternative
Minimum Tax (AMT) taxpayers for tax year
2008 from increasing sharply, which reduces
the receipt loss in 2008 and increases the loss
in 2009. The increases in 2010 through 2013
are in large part attributable to changes in
the estimated cost of extending the 2001 and
2003 tax cuts.
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Total outlays for 2008 are now estimated
to be $2,942 billion, an increase of $11 billion
from the February estimate. For 2009, the es-
timate of total outlays has increased by $26
billion relative to February, to $3,133 billion.
These increases are largely due to legislation
enacted since February.

POLICY CHANGES

In total, policy changes increase outlays by
$39 billion in 2008 and $25 billion in 2009.
Over the five-year period 2009 through 2013,
policy changes increase outlays by $60 billion.
Since the transmittal of the Budget, the Con-
gress has enacted the Economic Stimulus Act
of 2008, the Food, Conservation, and Energy
Act of 2008 (the “Farm Bill”), and the 2008
Supplemental Appropriations Act.

Economic Stimulus Act.—The recovery re-
bates provided to individuals by the stimulus
act are recorded as outlays in cases where the
rebates exceed an individual’s income tax li-
ability. (The estimates for stimulus in the
February Budget were entirely receipts.) In
addition, the act provided stimulus payments
to U.S. territories in lieu of individual rebates.
These provisions increase outlays relative to
the February Budget by $33 billion in 2008
and $6 billion in 2009.

2008 Supplemental Appropriations Act.—
The Supplemental Appropriations Act pro-
vided discretionary appropriations for the
Global War on Terror, largely as proposed in
the February Budget, along with additional
emergency funding related to the Midwest
floods, Hurricane Katrina recovery, and other
items. It also included a 13-week extension of
unemployment benefits and enhancements
to educational benefits for service members,
including transferability to spouses and de-
pendents. Relative to the February Budget,
the act increases outlays by $7 billion in 2008,
$18 billion in 2009, and $38 billion over 2009
through 2013.

2008 Farm Bill.—The Farm Bill decreased
outlays relative to the February Budget by $1
billion in 2008 and had a minimal effect on

2009. Over the five-year period 2009 through
2013, the bill increases outlays by $7 billion.

ESTIMATING CHANGES

Estimating changes arise from non-policy
related factors including changes in economic
assumptions, discussed earlier in this Review,
and changes in technical factors. For 2008 and
2009, estimated outlays are $28 billion lower
and $1 billion higher, respectively, than in
February for non-policy related reasons. Over
the period 2009 through 2013, outlays are $4
billion above February for non-policy related
reasons.

Discretionary appropriations.—Outlays for
discretionary appropriations decrease by $9
billion in 2008 and increase by $6 billion in
2009 relative to the February Budget as a re-
sult of estimating changes. These changes re-
flect slower spending of regular and emergency
appropriations in the Department of Home-
land Security, the Department of Housing and
Urban Development, the Corps of Engineers,
and other agencies. Outlays for the highway
trust fund for 2008 are now estimated at $1.6
billion less than originally projected. In addi-
tion, receipts for the highway account portion
of the trust fund are now projected to decline
by $1.5 billion for the remainder of the autho-
rization period. As a result of these adjust-
ments, the 2009 end-of-year balance for the
highway account is estimated to be —$3.1 bil-
lion as of the Mid-Session Review, compared
with —$3.2 billion in the 2009 Budget.

Social Security.—Estimating changes in-
crease outlays for Social Security by $47 bil-
lion over the next five years. The increase
largely results from higher projections for
Cost of Living Adjustments (COLA) as well as
recent program experience and updated de-
mographic assumptions in the 2008 Trustees’
Report resulting in higher average benefit
amounts.

Outer Continental Shelf (OCS) receipts.—
OCS receipts, which are recorded as offsets
to outlays, are estimated to increase by $7
billion in 2008 and $34 billion over the next

15
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five years. The increase results from higher
forecasts for oil and natural gas prices and
changes in estimates of OCS oil and natural
gas production.

Medicare.—Estimates of Medicare outlays
are approximately $4 billion lower for 2008
and $22 billion lower over the 2009 through
2013 period. The lower outlays are driven by
reduced estimated Hospital Insurance out-
lays, which mainly result from revised esti-
mates of an accounting error.

Unemployment compensation.—Estimating
changes increase outlays for unemployment

benefits by $21 billion over five years, inde-
pendent of the extension of benefits enacted
in the Supplemental Appropriations Act. This
increase largely results from technical chang-
es that adjusted current insured employee
rate levels and average weekly benefits, and
economic changes from higher-than-expected
current and projected unemployment rates.

Food Stamps.—Outlays for Food Stamps
are estimated to increase by $20 billion over
the next five years due to economic and tech-
nical factors. The increase is largely due to
changes in the latest Thrifty Food Plan, which
is used to index Food Stamp benefit levels,

Table 5. CHANGE IN OUTLAYS
(In billions of dollars)

2008 2009 2010 2011 2012 2013 2009-13
February estimate ..........ccccoeoeeiiiiieennenn. 2,931.2 33,1074 3,091.3 3,171.2 3,221.8 3,398.9
Changes due to policy:
Economic Stimulus Act ..........coccc... 33.3 5.6 * * * —* 5.6
2008 Supplemental Appropriations
ACt oo 7.3 17.8 -2.2 6.9 7.8 8.0 38.2
Farm Bill -0.8 0.2 2.5 2.0 -1.6 3.8 6.8
Other legislation and policy
changes® .......coooiiiiniii, -0.6 0.9 1.3 1.8 2.2 2.8 9.0
Subtotal, policy ........ccoceeiieniiiiieniinen. 39.3 24.5 1.5 10.7 8.4 14.6 59.7
Changes due to reestimates:
Discretionary appropriations .......... -8.6 6.0 -0.5 3.2 1.0 15 11.2
Social Security .......cccccevverveenenienne. 0.6 6.8 9.6 9.6 10.0 11.0 46.9
OCS receipts ...coceeeveevieeeieeieeereennen. -7.0 -5.2 -6.9 -7.8 -7.2 -7.1 -34.2
Medicare -3.8 -15 -3.6 -6.4 -4.0 -6.3 -21.8
Unemployment compensation ......... 4.5 8.0 6.1 3.4 1.9 1.5 20.8
Food Stamps .......cccceeevvveeeiiieeeiieens 0.5 3.6 4.2 4.1 3.7 3.8 19.5
Federal retirement ............ccoceeeens 0.2 1.6 2.0 1.9 1.9 2.0 9.4
Foreign Military Sales trust fund ... -3.3 -0.7 2.3 1.9 15 1.1 6.1
Medicaid ....cccooeeviieiieniieiieiieeees 0.9 0.8 1.1 1.2 14 1.0 5.4
Deposit insurance .........ccccceeeeeevueenns 4.3 12.1 4.7 -0.8 —4.6 -6.1 5.3
Digital television auction receipts .. 5 75 POt
Other programs ..........cccccceeevveeennnnes 0.9 24 3.2 5.2 1.9 0.5 13.3
Net interest? ......occevevveveneeiieneeene -12.2 -32.7 -21.5 -10.0 -7.6 —6.2 -78.0
Subtotal, reestimates ..........ccccceeeeeeennn. -28.1 1.3 0.7 5.5 -0.2 -3.3 3.9
Total, changes .........ccecveeeviiieniiieeniieees 11.2 25.8 2.2 16.2 8.1 11.2 63.6
Mid-Session estimate ............ccocvevveeneenne. 2,942.4  3,133.2 3,093.5 3,187.5 3,229.9 3,410.1

* $50 million or less
! Includes debt service on all policy changes.
2 Includes debt service on all reestimates.
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and changes in participation rates due to in-
creases in actual unemployment.

Federal retirement.—Over the next five years,
estimating changes increase outlays by $9 bil-
lion. These increases are almost entirely due to
the effect of revised COLA projections for the
civilian and military retirement programs.

Foreign Military sales.—Outlays in the For-
eign Military Sales trust fund net of advance
payments on new orders are expected to fall
by $3 billion in 2008 and $1 billion in 2009,
due to higher projections of new supply orders
supporting Afghan and Iraqi security forces as
well as increasing military sales to the Middle
East. Over the next five years, net outlays in-
crease by $6 billion due to the fulfillment of
these new orders along with revised projec-
tions for the delivery of new orders.

Medicaid.—The projection of Federal Med-
icaid outlays has increased slightly, with a to-
tal increase of about $5 billion over the next
five years, primarily due to revised State esti-
mates of program spending.

Deposit insurance.—Over the next five
years, net outlays for the Federal Deposit In-
surance Corporation are expected to increase
by $5 billion. Net outlays increase by $4 billion
in 2008 and $12 billion in 2009 due to higher
projections of net payments for deposit insur-
ance losses over the next few years. Starting
in 2011, net outlays are lower than in the Feb-
ruary estimate because of higher projected
premiums necessary to restore funding ratios
in the Deposit Insurance Fund.

Digital television auction receipts—Receipts
in the Digital Television Transition and Pub-
lic Safety Fund are expected to increase by $5
billion in 2008 due to higher-than-anticipated
bids in the recently completed spectrum auc-
tion.

Net interest.—Excluding the debt service
associated with policy changes, outlays for
net interest are projected to decrease by $78
billion over five years. This reduction largely
reflects lower interest rates and lower debt
service costs related to estimating changes in
receipts and outlays.
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Table S-1. BUDGET TOTALS
(In billions of dollars)
2007 2008 2009 2010 2011 2012 2013
Budget Totals:
RECEIPES eevieieeiieieriecieece e 2,568 2,553 2,651 2,916 3,084 3,288 3,439
OULIAYS eeevieieiieeeeeee e 2,730 2,942 3,133 3,094 3,187 3,230 3,410
Deficit(-)/Surplus -162 -389 -482 -178 -103 58 29
Gross Domestic Product (GDP) ........ccccuveevenneee. 13,671 14,248 14,822 15632 16,513 17,369 18,239
Budget Totals as a Percent of GDP:
RECEIPES weervienieeieieeeeeeee e 18.8% 17.9% 17.9% 18.7% 18.7% 18.9% 18.9%
OULIAYS eeeveevieeieeeeee e 20.0% 20.7% < 21.1% 19.8% 19.3% 18.6% 18.7%
Deficit(-)/Surplus ......eeeeenecsseseenns -1.2% 2.7% -33% -11% -0.6% 0.3% 0.2%
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Table S-2. DISCRETIONARY FUNDING BY CATEGORY
(Net budget authority; in billions of dollars)

2007 2008 2009 Change from 2008

Actual ~ Enacted Request Apount Percent

Base Discretionary:

Security Funding? .........cccooiiiiiiiiiiiieeceee e 498.0 549.6 594.5 +44.9 +8.2%

Non-Security Funding 382.0 391.3 393.3 +2.0 +0.5%
Total, Discretionary 880.0 940.9 987.8 +46.9 +5.0%
Enacted Supplemental and Emergency Funding:

Global War on Terror ........c.ccceveeverierieneerieneeieneeeeseseeneens 173.6 192.5 68.4

Gulf Coast/Hurricane Recovery ..........cccceevveviieciienieeiieenieenns 7.7 5.9 5.8

Veterans Affairs .......occooeveerineeienieeeceeeee e 1.8 4.2 .

Border Security and Other ............cccocceeeviieiiiiiieniicieeieee 9.3 12.8 1.7
Total, Enacted 192.3 215.3 75.8
Project BioShield 2.2

Discretionary OQutyears
2010 2011 2012 2013

Base Discretionary:

Security Funding 2 .........cccccoeeviieviieciccieeeene, 605.0 613.5 624.5 636.1
Non-Security Funding?..........cccoceevvvveeniveeennnn. 393.3 393.3 393.3 393.3
Total, DiSCretionary .........ccccceceveeeevueeeesveeessveesnnns 998.2 1,006.7 1,017.7 1,029.3

! This category is comprised of funding for the Department of Defense, Homeland Security activities Government-
wide (see Table S-4), and funding for International Affairs (Function 150).

2 Department of Defense levels are consistent with the Future Years Defense Plan and the Homeland Security levels
are consistent with the Future Years Homeland Security Plan.

3 These amounts exclude the budgetary effects of the Administration’s reauthorization proposal of the Federal Avia-
tion Administration (FAA). The proposal would transform the current tax-financing system for FAA to a cost-based
user-fee system. For more information, see the Transportation chapter in the main volume of the 2009 Budget and other
related sections in the Appendix and Analytical Perspectives volumes. If this proposal were enacted, the Administration
would adjust its discretionary cap proposal downward in these years to reflect the offsetting collections that would result
from this user-based fee system.
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Table S-3. DISCRETIONARY FUNDING BY MAJOR AGENCY
(Net budget authority; in billions of dollars)

Change:
Agency o0l 2008 ngggs . 2008-2009 2001-2009
Dollar  Percent  Average Cumulative
Agriculture ........cccooeviviiinininiin 19.2 22.1 20.7 -14 -6.5% +0.9% +7.4%
Commerce 5.1 7.1 8.6 +1.5 +21.7% +6.8% +69.0%
Defense ....coeceeveiienenieeneeeeeee e 302.5 479.5 5154 +35.9  +7.5% +6.9% +70.4%
Education ......cocooceeveriiniiniiiinicieceee 40.1 57.2 59.2 +2.0  +3.5% +5.0% +47.6%
ENergy ..o 20.0 23.9 25.0 +1.1 +4.7% +2.8% +24.9%
Health and Human Services ........c..ccceuue..e. 54.0 71.9 70.4 -1.5 -21% +3.4% +30.3%
Homeland Security ............ 14.0 34.9 37.6 +2.7  +7.7% +13.2% +168.7%
Housing and Urban Development .............. 28.4 37.1 38.5 +1.4 +3.8% +3.9% +35.7%
INEETIOT . 10.3 11.2 10.4 -0.8 -6.8% +0.2% +1.8%
JUSEICE veviienieiieiieeee e 18.4 22.7 20.3 24 -10.7% +1.2% +10.4%
LabOr oo 11.9 11.5 10.6 -0.8 -7.4% -1.4% -10.9%
State and Other International Programs... 21.7 32.9 38.3 +5.4 +16.5% +7.3% +76.2%
Transportation ........cccccceeeveeenriieeeniieeeninen. 14.6 15.5 11.5 -4.0 -25.7% -2.9% -20.9%
TLEASUTLY .eveuveneeneererierieteeeneeie e steeeeeseeneseens 10.3 12.0 12.4 +0.4  +3.6% +2.3% +20.3%
Veterans Affairs .......cccoceeeeevenenenencnenenes 22.4 39.4 44.8 +5.3  +13.5% +9.1% +100.1%
Corps of Engineers .........cccccoeevvevieeieenenennne. 4.7 4.8 4.7 -0.1  -1.9% +0.1% +1.2%
Environmental Protection Agency . 7.8 7.5 7.1 -0.3 —44% -1.2% -8.8%
Executive Office of the President ................ 0.3 0.3 0.4 +0.0 +5.6% +3.9% +35.9%
Judicial Branch ........ccccoeevininenencincnne. 4.0 5.8 6.3 +0.5  +8.1% +5.9% +58.6%
Legislative Branch ........c.ccceceviveieiincnennne 2.8 4.0 4.7 +0.7  +17.7% +7.0% +71.6%
National Aeronautics and Space
Administration..........coeceeeeeveercerieneeniennn. 14.3 17.1 17.6 +0.5  +2.9% +2.7% +23.6%
National Science Foundation ...................... 4.4 6.0 6.9 +0.8 +13.6% +5.6% +54.7%
Small Business Administration .. 0.9 0.6 0.7 +0.1  +15.5% -3.9% —27.0%
Social Security Administration ................... 6.0 8.0 8.4 +0.4  +4.9% +4.3% +40.0%
Other Agencies ........ccecveeeeceeeeeieeeecieeeeeen. 5.8 8.0 7.2 -0.7  -9.0% +2.8% +25.0%
Total, Discretionary Funding ................ 643.8 940.9 987.8 +46.9  +5.0% +5.5% +53.4%

Note: Supplemental and emergency funding is excluded.
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Table S-4. HOMELAND SECURITY FUNDING BY AGENCY
(Budget authority in millions of dollars)
2007 2008 2009
1
Agency Actual SRR paceq SEPPIEmNAl Roquest  SypPiemental

Agriculture ........ccocceviiiiiiieniiieies 541 L. 571 . 691
Commerce 207 264 L
Defense (DOD) .....cccceevvvveceneeee. 16,638 L 17,375 ... 17,647 .
Energy ...coooovevvvieviiiieiiieeeeieeeeee. 1719 1,830 ... 1,944 ..
Health and Human Services ......... 4,328 ... 4300 L. 4,458 L.
Homeland Security ..........ccccceeneeee. 26,856 2,695 30,093 2,641 35,017 112
Justice 3,309 210 3,273 174 3,79¢ ...
SEALE cvveevevieiee e 1,241 .. 1,720 ... 2,465 ...
Transportation ..........ccccceceveeennee. 206 206 221 L
Treasury ....cccccceeevcveeerieeeenneeeneneenn 128 117 126 L
Veterans Affairs 260 271 L 348 Ll
Environmental Protection Agency 167 138 . 7T
General Services Administration .. 168 L. 143 225 119 Ll
National Aeronautics and Space

Administration ...........cccceeeuenen. 199 Ll 205 . 204 L
National Science Foundation ......... 386 3714 L 379 Ll
Social Security Administration ..... 194 212 L 221
Intelligence Community

Management ........ccccceevieeenieeenne 56 122 L 3
Nuclear Regulatory Commission ... 72 72 73
Smithsonian Institution ................ 81 L 93 Ll 97
Other Agencies .......cccceeveeeveenneeenen. 266 ... 236 ... 253 Ll
Total, Homeland Security Funding 57,919 2,905 61,558 3,040 68,505 112
Less, Defense (DOD) ...................... -16,538 ... -17,375 ... -17,647 ...
Less, Mandatory Homeland

Security Funding? ...................... -3,436 ... -2,871 . -3,2256 L.
Less, Funding for Project BioShield ... ... ... ... . -2,17% L
Less, Discretionary Fee-Funded

ACIVILIES .ooveeeieieeiieieeceieeeeee -4,519 . -5,096 ... -5,368 ...
Net Non-DOD Discretionary

Homeland Security ...........c........ 33,426 2,905 36,216 3,040 40,090 112

1 For more detail on Homeland Security funding, consult the Homeland Security Funding Analysis Chapter in the
Analytical Perspectives volume of the 2009 Budget. Dollar amounts in this table are rounded to the nearest million at
the account level, which accounts for any discrepancies with the Analytical Perspectives chapter.

2 2007 mandatory homeland security programs include $1 billion from anticipated spectrum auction receipts ap-
propriated in the Deficit Reduction Act of 2005 for the Department of Commerce to make grants to public safety agen-
cies for communications interoperability purposes.
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Table S-5. MANDATORY PROPOSALS
(In millions of dollars)
2008 2009 2010 2011 2012 2013 2009-13 2009-18

Mandatory Proposals, including Savings
and Augmentations:
Agriculture:
Improve program integrity within Food
and Nutrition Programs ...................

Charge Food Safety and Inspection
Service user fees! .......cocoiveeieencnenn

Charge Grain Inspection, Packers and
Stockyards Administration user fees !.....

Charge crop insurance user fees® ..........
Charge Animal Welfare Act user fees!.....

Implement country of origin labeling
audit program:

Receipts ..ooeevvieeeiiieeeiieeeeeeeee
Spending.......ccceeveeeeiieeeeiiee e
Net effect ....oooveevieriiiiiiiiiieeee

Extend Forest County Safety Net
Payments

Total, Agriculture .......c..cccevevvennennnn.

Education:

Reform the Federal student aid
PLOZTAIIS: «.evvenveereenreeseeseeseesenseeaenseens

Restrict loans eligible for public
sector loan forgiveness..................

Eliminate the interest subsidy on
loans eligible for income-based
repayment ..........coocciiiii

Recall Perkins Loan balances ..........
Total, Education ..............cceeuvvveene...
Energy:
Repeal oil and gas research and
development program ..........c..ccceeuee.
Health and Human Services:
Reform Medicare .......ccccoeceeevieniennncnne.
Reform Medicaid .......cccccevveeiienienninenne.
Reauthorize State Children’s Health
Insurance Program (SCHIP)?............
Fund high-risk health insurance pools .

Eliminate Social Services Block Grant
(SSBG) eeeeiiiiiieeiieeeeeeeeeee
Provide Temporary Assistance
for Needy Families (TANF)
supplemental grants and
contingency fund for child welfare
[6) 017 101 o NSRS
Improve child support enforcement
collection tools ........ccceevveviieiieniiannnn.

Extend Abstinence Education program

Introduce Foster Care child welfare
program option .........cccceeeevveeeeveeeennnen.

......... 73 -152 -186 -189 -194 —794 1,832
......... 96  -98 -100 -102 -104 -500 -1,053
......... 27 30 -30 -31 -32 -150 -318
.................. 15 15 -15 -15  -60 -135
......... 20 -27 27 28  —29 131  —290
......... 10 -10 -10 -10 -10  -50 100
......... 10 10 10 10 10 50 100
.................. 100 60 40 . 200 200
......... 216 -222 298 -325 374 -1435 -3,428
......... 1,387 29 21  -16  -11 -1,464 -1,485
......... 260  -47 45  -48 56 457 788
......... -1,116 698 -735 -821 792 -4,162 -7,220
......... 2,763 -775 -801 -885 -859 -6,083 -9,493
......... 20 40 -50 50  -50 -210  —300
......... —11,084 -26677 —40,197 —46163 53,579 —177,100 -557403
140 -1,695 -2,740 -3,515 -3,915 -4,260 -16,125 —42,125
......... 2,335 2,865 3,825 4,680 5,280 18,985 49,955
......... 50 75 25 e e, 150 150
.................. -1,445 -1,683 -1,700 -1,700 -6,528 —15,028
......... 236 299 317 323 326 1501 3,102
......... 6 9 6 1 -1 21 4

5 25 43 48 49 50 215 465
......... 8 6 21 -8 25 2 -1
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Table S-5. MANDATORY PROPOSALS—Continued

(In millions of dollars)

2008 2009 2010 2011 2012 2013 2009-13 2009-18

Modify Foster Care District of
Columbia Federal Medical
Assistance Percentage (FMAP) rate..  ......... 6 6 7 6 7 32 69

Charge Food and Drug Administration
re-inspection and export certification
£EEST i e —27 —28 —28 —29 -30 -142 302

Total, Health and Human Services .. 145 —10,140 —27,587 —41,174 —46,756 —53,932 179580 561114

Homeland Security:
Propose a surcharge on the passenger
security fee to fund baggage
screening systems ......ccoceceeviiieiiiices eevnes -106 -21 -8 1 107 -29
Housing and Urban Development:
Charge Government-Sponsored

Enterprises oversight fee .........ccccce... il -6 -6 -6 -6 -6 -30 -60
Interior:
Match National Park Centennial
Challenge Fund gift receipts ............. . ... 20 55 80 100 100 355 855

Authorize Arctic National Wildlife
Refuge leasing:

State of Alaska’s share:

ReceiptS..cooviriiiiiiiiiis e e, -3,502 -2 -503 -3 -4,010 4,025
Expenditures ..c.ccoocvvcevvnciiiiiieiens e e, 3,502 2 503 3 4,010 4,025
Federal share:
ReceiptS..covvieeiiiiiiciecees e e, -3,502 -2 -503 -3 -4,010 -4,025
Require up-front payment of coal bonus
DIAS oo e -385 -676 48 506 225 —282 -8
Return to net receipts sharing for
energy minerals.......cocceecvveeeciieeiiies eeeees -65 -72 -56 -52 =57 -302 -618
Repeal Energy Policy Act fee
prohibition and mandatory permit
funds ..oooeeies e, -35 -36 -30 -30 -30 -161 -239
Amend Bureau of Land Management
(BLM) Federal land sale authority....  ........ -2 -20 -61 -41 -37 -161 -322
Terminate BLM Range Improvement
Fund ..o e, -6 -9 -10 -10 -10 -45 -95
Increase fees for Migratory Bird
Hunting and Conservation Stamps?... 10 14 14 14 14 66 136
Recover Pick-Sloan project costs ........... -23 -23 -23 -23 -23 -115 -230
Implement a settlement to restore the
San Joaquin River .........cccccvviiiicnes e 14 -177 19 19 29 -96 17
Total, INterior .......cccccevvieviiiiiiiiiieiies e —472 —4,446 -21 -20 208 -4,751 -4,529
Labor:
Reform Pension Benefit Guaranty
Corporation premiums ........cccceceeveees eeeeeenn -381 -1,615 -1,542 -1,572 -1,530 -6,640 —14,024
Recover Unemployment Insurance
OVETPAYMENT wooviiiiiiiiiiiiiiiiiiieeee e eees eeeeeens —612 -553 =375 -376 -1,916 -3,904
Implement foreign labor certification
user fees:
Receipts ..ooovevviiniiii e -95 -95 -95 -95 -95 —475 -950
SPending .....c.ccceveevveiiieniiieieeees e 95 95 95 95 95 475 950

NEt €ffECt wovvvviiicciiiccee et eerrees eeriee eerrrees reeeeee eeerreee veeeeee eeeeree aeaeeen
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Table S-5. MANDATORY PROPOSALS—Continued

(In millions of dollars)

2008 2009 2010 2011 2012 2013 2009-13 2009-18

Reform Federal Employees

Compensation Act .....cccocevvvevviieiiiics e -10 -14 21 -15 -12 -72 —288
Refinance the Black Lung Disability
Trust Fund:
Black Lung Disability Trust Fund ...  ........ 2,156 410 -395 -386 387 578 -1,322
Interest payments on repayable
AdVANCES ...ovvveiiriciciiccccees e -2,156 410 395 386 387 578 1,322
Net effeCt covieiiiiiiiciceviiis e s e eeees eeveeneeerees eereene e
Reform Trade Adjustment Assistance...  ......... 6 3 8 1 -3 15 -81
Total, Labor ......ccccovvevevvviviiiiiiicces e -385 -2,238 -2,108 -1,961 -1,921 -8,613 —18,297
Transportation:
Modify financing of the Airport and
Airway Trust Fund ..o i et v e eeeee e e -608
Treasury:
Modernize cash investment practices ...  ......... -10 -10 -10 -10 -10 -50 -100
Extend the rum carryover for Puerto
RICO oottt 75 102 25 e e e 127 127
Total, Treasury .......ccccceeeeevveeeeveeennnns 75 92 15 -10 -10 -10 77 27

Veterans Affairs:
Eliminate third-party insurance co-
payment offset!.......cccccovevviiiiiiiiiiiiies e —44 -44 —44 —43 —43 -218 -420
Charge medical care enrollment fees
for non-disabled higher-income
veterans and increase pharmacy co-
payments to align with other health
care plans! ..o e -335 —421 —-414 —-464 483 -2,117 -4,796

Total, Veterans Affairs .......cccccccvveeeeee vveenne -379 -465 -458 -507 -526 -2,335 -5,216

Army Corps of Engineers:

Collect additional recreation user fees,
lease receipts, and contributions:

Receipts..coooeeviiniiiiiiiiiiiiciiciies e -9 -17 -17 -17 -17 =77 -162

SPending ......cccoevvieviiiiiiiieeeee e e 8 17 17 17 59 144

Net effect ....cooevivviniiiiiiins -9 =9 e -18 -18
Commodity Futures Trading Commission:

Charge user fees?! .....cccoevvvvvninicniiicnes e -96 -100 -103 -107 -111 -517 -1,130

Environmental Protection Agency:

Increase or reinstate pesticide user
fees and lift cap on pre-manufacture

NOtICe fee .o e -52 -56 -55 -55 -45  -263 -502
Federal Communications Commission
(FCC):
Provide spectrum license fee authority . -50 -150 -300 -300 -400 —-450 -1,600 -4,081
Charge Ancillary Terrestrial
Component spectrum fee ................... -30 -60 -100 -125 -125 -125 -535 -1,160
Extend spectrum auction authority ...... ... . L o -200 -200 —400 -1,400
Auction domestic satellite spectrum .....  ......... -350 -100 -75 -20 -15 -560 -593
Eliminate Telecommunications
Development Fund .........cccccoeeeiennnn. -5 -6 -7 -7 -7 -7 -34 -69

Total, FCC ......cccovviiiiiiiiiic -85 -566  -507 -507 —752 =797 -3,129 -7,303
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Table S-5. MANDATORY PROPOSALS—Continued

(In millions of dollars)

2008 2009 2010 2011 2012 2013 2009-13 2009-18

Office of Personnel Management (OPM):
Amend Federal Employee Health

Benefits Program statute........ccccoeeeee. il -40 —-147 —248 -327 -403 -1,165 -3,675
Improve equity and administration of
the Federal retirement system ..........  ........ 2 3 4 6 7 22 74

Replace non-foreign cost of living
adjustment with locality pay®............ . cciiir rriiiies vt it eerreee e e s

Total, OPM ......ccoovviviiiiiiiiiiies e, -38 144 244 321 -396 -1,143 -3,601

Social Security Administration (SSA):

Extend temporarily length of time-
limited Supplemental Security
Income eligibility for refugees and
ASYIEES cvvieiiieieeeee e e 53 47 49 e 149 149

Total, Mandatory Proposals

including Savings and
Augmentations ......eeeeeeecsecnens 135 -15103 -36,553 -45,795 -51,755 -58,712 207,919 -615,423

Establish Social Security Personal
Accounts (Off-Budget) 30,479 30,479 644,635

Outlay Effects of Tax Proposals?®:

Earned Income Tax Credit (EITC):

Clarify uniform definition of a child ......  ........ 6 -182 -168 -168 -183 -695 -1,838
Simplify EITC eligibility requirement

regarding filing status, presence of

children, and work and immigration

SEALUS ©eovieiiieieciece et eerrees ereeeens 30 26 24 23 103 218
Provide a new standard deduction for

health insurance ($15,000 for family

coverage and $7,500 for individual

COVETAZE) wvenvinveniereerenieniennereeseseseniese eeeienee 160 3,168 2,494 1,817 1,073 8,712 1,934
Child Tax Credit:
Clarify uniform definition of a child ......  ........ 3 -78 -72 —72 -78 -297 -787
Reduce computational complexity of
refundable child tax credit...........c..... oo, -388 -396 -401 -404 -1,589 -3,681
Total, Outlay Effects of Tax
Proposals ...cccocveveiiiiiiiiiiee e 169 2,550 1,884 1,200 431 6,234 4,154

Other Proposals and Indirect Effects:

Provide six months of retroactivity for
disability applications (off-budget) .........  ........ -71 -530 -828 -936 -1,046 -3,411 -9,732

Combine retroactive Old-Age, Survivors,
and Disability Insurance benefits with
monthly benefit payment (off-budget) ....  ......... -850 -29 -51 —62 -69 -1,061 -1,357

Require full-time school attendance for
child’s Social Security benefits at age 16
(off-budget) ....coevvveviriiiriirccsceie e -10 -88 -161 -167 -172 598 -1,566

Simplify the benefit offset for combined
beneficiaries of Disability Insurance and
Workers Compensation (off-budget) .......  ........ -4 -35 -84 -152 —240 -515 -1,100

Improve enforcement of Windfall
Elimination Provision/Government
Pension Offset (off-budget) .....ccocvevievccens it i e e, -144 -316 -460 -2,533
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Table S-5.

(In millions of dollars)

MANDATORY PROPOSALS—Continued

2008 2009 2010 2011 2012 2013 2009-13 2009-18
Eliminate Commodity Supplemental Food
Program:
Food Stamp impact (third scorecard) ....  ......... 54 65 57 52 48 276 471
Reduce SSBG in 2009: TANF impact (third
SCOTECATA) .eveenvieeiieeiiieiie ettt sreeeees eeeeaneas 28 5 -28 =5 e e
Eliminate SSBG as of 2010: TANF, Child
Care, and Foster Care impact (third
SCOTECATA) .eveenieeiiieniieeie sttt eeens eeeniees eeeeenane -49 120 147 181 399 804
Increase program integrity efforts:
Supplemental Security Income impact
(third scorecard) ........ccoevvvvevviecieniees e -119 -892 -1,627 -1,525 -750 -4,913 -6,480
Disability Insurance impact (third
SCOTECATA) .uvvvveeeeeieciiriieee e eeeeee eeeeeas —4 -58 —242 —457 -517 -1,278 -3,527
Recover Unemployment Insurance
OVETPAYMENES .eovviiiieiiiiieiiiieesiiteesriieeesiee rveeeee eeeenanes -73 -148 -151 -156 -528 -1,405
Match National Park Centennial
Challenge Fund gift receipts (third
SCOTECATA) .vvvenviieniieeiieieeieeeie et ere e e aveeneas 20 55 80 100 100 355 855
Transfer royalty oil to the Strategic
Petroleum Reserve (third scorecard) ......  ...ccccc.  eviviies e e, 1,235 ... 1,235 28,370
Amend Federal Employee Health Benefits
Program statute (third scorecard) ..........  ......... 81 173 239 289 333 1,115 3,214
Replace non-foreign cost of living
adjustment with locality pay (third
SCOTECATA) .vvvenviieniieeiieiie ettt eieesie e aeeeaeas -2 -8 -15 -23 -31 =79 -361
Morris K. Udall Scholarship Fund (third
SCOTECATA) .eveenvreeniieeiieeiie ettt eieees eeeeeea 4 4 4 4 4 20 45
Total, Other Proposals and Indirect
Effects .cvovveieieiceceeeeeeeeeies e -873 -1,460 -2,684 -1,795 -2,631 -9,443 5,698
Grand Total 135 -15,810 -35,465 -46,589 -52,346 -30,431 -180,641 30,768
Memorandum:
Outlay Effects of Tax Extensions Assumed in
Baseline?®:
Child Tax Credit eXtension ..........cccceevvvviees cevevveee e avreeennn 34 13,779 13,785 27,598 97,683
Earned Income Tax Credit: marriage
penalty relief ... -108 -19 —24 -151 -270
TOEAL vevieeieieeeeeeeeeeeeeeeeeecees eeevees eeveeiee eveerens -74 13,760 13,761 27,447 97,413

1 If enacted, the Administration would work to classify the receipts as discretionary offsets beginning in 2010.
2 Represents total cost of SCHIP reauthorization, including SCHIP and Medicaid costs as well as spending result-

ing from outreach grants.

3 Affects both receipts and outlays. Only the outlay effect is shown here. For receipt effects, see Table S—6.
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Table S-6. RECEIPTS PROPOSALS

(In millions of dollars)

2008

2009 2010 2011 2012 2013 2009-13 2009-18

Make Permanent Certain Tax Relief Enacted
in 2001 and 2003 (assumed in the baseline):

Dividends tax rate structure ..........ccccoeeene.
Capital gains tax rate structure .....................
Expensing for small businesses..........cc...c......

Marginal individual income tax rate
TedUCtIONS ..ooviiiieiiiieieieeeee e

Child tax credit! .......cccceeevviiiiiiieeiieeeiee s
Marriage penalty relief!............ccoccoeiinnenne.
Education incentives ..........cccoceveeeeivieeenvneennns

Repeal of estate and generation-skipping
transfer taxes, and modification of gift
BAXES oo

Other incentives for families and children ....

Total, make permanent certain tax
relief enacted in 2001 and 2003 .........

Tax Incentives:
Simplify and encourage saving:

Expand tax-free savings opportunities ..........

Consolidate employer-based savings
ACCOUNTS ..eevviiiiiiiiiiiiceee e

Total, simplify and encourage saving.....
Encourage entrepreneurship and
investment:

Increase expensing for small businesses .......

Invest in health care:

Provide a new standard deduction for health
insurance ($15,000 for family coverage
and $7,500 for individual coverage)!..........

Expand and make health savings accounts
(HSAs) more flexible ........ccoceeiiiiieniinnncnne

Allow the orphan drug tax credit for certain
pre-designation expenses? ...........c.coceeennenne

Total, invest in health care
Provide incentives for charitable giving:

Permanently extend tax-free withdrawals
from IRAs for charitable contributions ......

Permanently extend the enhanced
charitable deduction for contributions of
food INVeNtory .......cccevveeeieeniiiiieiieeeee

Permanently extend the deduction for
corporate donations of computer
equipment for educational purposes ..........

Permanently extend increased limits on
contributions of partial interests in real
property for conservation purposes............

Permanently extend basis adjustment
to stock of S corporations contributing
appreciated property ..........cccceeeeevvenereenne.

425 —4,903 —21,647 —4,064 -12,675 —42,864 —185,999
......... —4,402 -17,748 -3,118 -8,520 —-33,788 —100,897
......... -3,431 —4,839 3,728 -11,998 —24,364

......... 72,274 ~114578 118642 305,494 968,854
......... 5,028 20,241 —20,732 —46,001 —155,465
......... ~4514 —9,587 —9,218 —23,319 —62,348
738 -1,339 —1,414 -3,491 -11,547

—422 -3,025 —4,202 —25,666 —56,053 —58,152 —147,098 —510,922
......... 6 -353 -650 -652 -1,649 —4,980

—422 -2,600 -13,501 —151,399 214,469 233,733 -615,702 2,025,376

......... 1,527 3,545 3,023 1,075 —1,314 7,856  —592
80 -120 -132 -141 -150 —623 -1484
1,447 3,425 2,891 934 —1464 7,233 -2,076
......... -1,085 1,501 -1,035 -770 —634 -5,025 -7,550

......... —22,155 -27,790 —20,968 —13,233 -3,692 -87,838 37,444

—420 -779

-931 -1,031 -1,123

—4,284 -11,511

......... -300 -551 434 -284 -211 -1,780 -3,321
......... -66 -115 -124 -134 -144 583 -1,495
......... -116 -147 -154 -162 -170 -749 -1,736
......... -17 —41 —28 -21 -21  -128 —250
......... -12 -21 -25 —28 -32 -118 -351
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Table S-6. RECEIPTS PROPOSALS—Continued

(In millions of dollars)

2008 2009 2010 2011 2012 2013 2009-13 2009-18

Reform excise tax based on investment

income of private foundations .........cccccceees eerennnn -113 -163 -164 -165 -165 =770 -1,617
Total, provide incentives for charitable
GIVING oottt e -624 -1,038 -929 -794 743 -4,128 -8,770

Strengthen education:

Permanently extend the above-the-line
deduction for qualified out-of-pocket

ClasSroom eXPEenSes ......coccvevveeiiieniieiiienieens e -198 -183 -185 -188 -191 -945 -1,945
Allow the saver’s credit for contributions to
qualified tuition programs ........c.ccccceeeveeeeee vevennes -88 -183 -198 -213 227 -909 2,259
Total, strengthen education .........ccccceeee e, -286 -366 -383 401 418 -1,854 4,204
Strengthen housing:
Expand tax-exempt qualified mortgage bond
program to assist subprime borrowers ......  ........ -86 -191 -280 -303 -304 -1,164 2,433

Protect the environment:
Permanently extend expensing of

brownfields remediation costs .................... -38 649 -359 -346 -330 287 -1971 3,037
Eliminate the volume cap for private

activity bonds for water infrastructure...... ... ... -2 -6 -10 -15 -33 -205

Total, protect the environment ............... -38 649 -361 -352 340 -302 -2,004 3,242

Restructure assistance to New York City
for continued recovery from the attacks
of September 11th:
Provide tax incentives for transportation
INfrastructure ........ccceeeveiiieciicccee e e -200 -200 -200 -200 -200 -1,000 -2,000

Total, tax incentives.........c.cccceeiiinnne —38 24,058 —28,801 22,187 —16,138 —8,880 —100,064 —4,342

Simplify the Tax Laws for Families:
Clarify uniform definition of a child*...................  ......... 6 30 38 17 23 114 275
Simplify EITC eligibility requirement regarding
filing status, presence of children, and work

and immigrant status® .......cccooeiiiiiiiiis e e —42 -17 -15 -13 -87 -99
Reduce computational complexity of refundable
Child tax Credit! ..o cciiiccieccceecceecceeciies erreeeee reeeeee eeeeee eeeeeie aeeeeiee eeesieee eeeeereee eeeeens
Total, simplify the tax laws for families......... ........ 6 -12 21 2 10 27 176
Improve Tax Compliance:?
Expand information reporting .........cccceevvveeriiees eveeens 302 1,333 2,227 2961 3,654 10,477 35,763
Improve compliance by businesses ........ccceevveeeeee veveeees 3 5 5 5 6 24 57
Strengthen tax administration .......ccccocccvvevcieeiies evvviir s e, 3 6 8 17 72
Expand penalties ..................... v e revreene rveeenee eeeeiee aeeeenens 1 1 6
Total, improve tax compliance .........cccceeevveeeees eevenns 305 1,338 2,235 2972 3,669 10,519 35,898

Improve Tax Administration and Other
Miscellaneous Proposals:
Implement IRS administrative reforms and
extend IRS authority to fund undercover
OPETALIONS? ..iiiiiiiieiieeiiesieete ettt seeseees aeeenie veenee eesie aneesiee eeeniee aeesreeeaeeseees eeeaes
Increase transparancy of the cost of employer-
provided health INSUTANCE? .........ccciiviiiiiiiiiiiee cevieiie cvreeiee eveeeis cveeseee sveeree eeeiee eeneee eeeeeans
Equalize penalty standards between preparers
ANd LAXPAYETS .oooviiiiieiieiiieiieeeee et eeens eeeeene e -1 -2 -2 -2 -7 -17
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Table S-6. RECEIPTS PROPOSALS—Continued

(In millions of dollars)

2008 2009 2010 2011 2012 2013 2009-13 2009-18
Eliminate the special exclusion from unrelated
business taxable income for gain or loss on
the sale or exchange of certain brownfields .... 2 13 16 13 11 55 66
Limit related party interest deductions .............. 64 109 115 120 126 534 1,267
Repeal excise tax on local telephone service*...... ......... -156 -172 -122 -86 -81 -617 -1,017
Modify financing of the Airport and Airway
Trust Fund? .....oooooieiiieiieeeeceeeeeeceeiee e e -6,566 —6,962 -7,373 -7,715 -28,616 —73,207
Improve financing of the Inland Waterways
Trust Fund? .....ooooieieeeeeeeeeeeeen e 110 116 128 152 127 633 1,011
Anticipated receipt of donations to the National
Park Service through the National Park
Centennial Challenge Fund .........ccccoovvvveeveees e, 100 100 100 100 100 500 1,000
Increase fees for Migratory Bird Hunting and
Conservation Stamps .......cccccceeveevienieeiiienieens e 14 14 14 14 14 70 140
Transition from the non-foreign cost-of-living
adjustment (COLA) to locality pay for
employees in non-foreign areas .........cccccceeveeee eeeens 1 2 3 4 5 15 50
Total, improve tax administration and
other miscellaneous proposals®.............  ........ 135 -6,385 —6,710 -7,058 -7,415 -27,433 -70,707
Improve Unemployment Insurance:
Strengthen the financial integrity of the
unemployment insurance system by
reducing improper benefit payments and tax
AVOIAANCE? ....iieieeieiieee e eerene eeneens 37 25 293 573 -804 -3,754
Extend unemployment insurance surtax*...........  ......... 1,065 442 et evveeee e, 1,507 499
Total, improve unemployment insurance* .....  ......... 1,065 479 25 293 573 703 3,255
Modify Energy Provisions:
Repeal reduced recovery period for natural gas
distribution lines .......cccooceviiiniiiiiiiis e 42 72 77 70 57 318 580
Modify amortization for certain geological and
geophysical expenditures .........cccecevevveniinicens veiee 24 86 134 129 100 473 630
Total, modify energy provisions ........c.cee.  ceeenee. 66 158 211 199 157 791 1,210
Promote Trade:
Implement free trade agreements and modify
other trade-related provisions®.........cccccccevviees cvvens -930 -1,489 -1,773 -2,034 -2,269 -8,495 -16,172
Extend Expiring Provisions:
Minimum tax relief for individuals .......cccccoeeeeees e —73,072 14,503 ......c.. s e, -58,569 —58,569
Research and experimentation (R&E) tax credit  -322 -9,970 -9,145 -10,601 —11,799 —12,833 —54,348 —135,949
First-time homebuyer credit for the District of
Columbia c..coveeeieieieiecceee e e -21 =19 s e e -40 -40
Deferral of gains from sales of electric
transmission property ........cccocevveeennieeennnes -10 -86 -61 -10 31 40 -86 10
New Markets tax credit......ccocceevveiiieniiniieiiieiis e, -132  -194 -191 -217 -231 -965 1,287
Subpart F “active financing” exception........cccoce. e -1,598 —1,065 ..o eveier e -2,663 —2,663
Subpart F “look-through” exception ........cccccceeeees e =347 231 it e e -578 -578
Disclosure of tax return information related to
EEITOTISE ACEIVIEY? 1oviiiiiiiiecicercererercriens eereiie tereeee ereen ereene enieen evieene esveen e
EXCiSe tax 0N COAlY .ooiiiiiiice e e e eerie eeveee eereee eeraeee eeeaaaas 1,348
Total, extend expiring provisions* ............ -332 -85,226 3,788 —10,802 —11,985 —13,024 —-117,249 —-197,728
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Table S-6. RECEIPTS PROPOSALS—Continued

(In millions of dollars)
2008 2009 2010 2011 2012 2013 2009-13 2009-18

Total budget proposals, including

proposals assumed in the baseline‘.......... 792 111237 44425 -190379 248804 262058 -856903 -2280,296
Total budget proposals, excluding
proposals assumed in the baseline‘.......... -370 108637 -30924 -38980 -34335 -28325 -241201 -254920

1 Affects both receipts and outlays.Only the receipt effect is shown here. For the outlay effect, see Table S-5.

2 No net budgetary impact.
3 “Tax gap”-related proposals.
4 Net of income offsets.
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Table S-7. BUDGET SUMMARY BY CATEGORY
(In billions of dollars)

2007 2008 2009 2010 2011 2012 2013

Outlays:
Discretionary:
SECUTTEY .ottt 594 654 738 636 620 624 632
NON-SECUTIEY ..veeiieiiieeiieeiteee e 448 476 488 456 442 433 431
Total, diSCretionary ......c.cccoccceveerieeneenieeeeeceeeeeeen 1,042 1,130 1,226 1,092 1,062 1,057 1,064
Mandatory:
Social Security:
CUurrent Program ........ccccoeeeeeieeriienieeniienieeieeseeesieeseeens 581 611 651 691 730 773 823
Personal aCCOUNTS .....ccceeviiiiiiiiiicccceeeeeeies eerees eereene eeneene aeeeniee beeniees aeenaeeas 30
MEAICATE ..ottt 371 387 406 419 449 445 493
Medicaid & SCHIP ... 197 212 226 240 258 277 298
OthEr oo 302 370 396 392 404 383 403
Total, mandatory .........ccccevieriiiniiiiieeeeeeen 1,451 1,580 1,679 1,742 1,840 1,879 2,048
Net INterest ..ooeiieiiiieieee e 237 232 228 260 285 294 299
Total outlays .... .. 2,730 2,942 3,133 3,094 3,187 3,230 3,410
RECEIPES oottt 2,668 2,553 2,651 2916 3,084 3,288 3,439
Deficit(—)/SUTPLUS ..ocveevvevieeieiiei ettt -162 -389 -482 -178 -103 58 29
On-budget deficit ......oooueeviiiiiiiieeeeeee e -343 -574 -663 -378 -321 -168 -172

Off-budget SUrplus ........ccccoceeviiiiiiiiiiiiiiiii 181 184 181 201 218 226 201




SUMMARY TABLES 35
Table S-8. RECEIPTS BY SOURCE
(In billions of dollars)
2007 Estimate
Actual 9003 2009 2010 2011 2012 2013
February estimates:
Individual income taxes .......c.ccoocereervereereenennns 1,163.5 1,219.7 1,259.0 1,417.3 1,499.0 1,599.9 1,709.1
Corporation income taxes.........ccoeeveereveeeesveeennns 370.2 345.3 339.2 338.9 356.8 391.3 379.8
Social insurance and retirement receipts........... 869.6 910.1 949.4 1,004.0 1,059.7 1,111.4 1,168.5
EXCISE tAXES evivvievieiieiieieeiee e 65.1 68.8 68.9 60.7 65.9 68.5 69.7
Estate and gift taxes .. 26.0 26.8 26.3 19.5 1.5 0.4 0.5
Customs duties .......ccceverierierienienieieneeeeseeens 26.0 29.2 29.1 30.8 32.5 35.0 37.0
Miscellaneous receipts ........ccceeeeeereiveeercieeennenenn. 47.8 46.3 479 50.0 53.2 57.4 59.5
Allowance for economic growth package ............ ........ -125.0 -20.0 10.0 8.0 6.0 4.0
Total 2,568.2 2,521.2 2,699.9 2,931.3 3,076.4 3,269.9 3,428.2
Mid-Session estimates:
Individual income taxes ........cccccoeeuverierieenieennnen. 1,163.5 1,169.0 1,250.4 1,432.5 1,526.7 1,626.8 1,734.4
Corporation income taxes..........ccoceeveeeveeneeennnenn 370.2 309.3 304.1 335.3 355.8 399.9 381.8
Social insurance and retirement receipts........... 869.6 901.2 931.5 9919 1,051.9 1,103.5 1,159.9
EXCiSE taAXES .oovviieiiiiiiieiieeie e 65.1 68.1 67.8 59.7 63.9 65.5 66.2
Estate and gift taxes ........cccooveeveiieiiiniiinieniees 26.0 28.4 26.1 18.8 14 0.4 0.5
Customs duties ........cceceeevieriieiieniieie e 26.0 27.7 28.3 30.7 33.3 35.7 37.7
Miscellaneous receipts .......cccceeeeeeveereienienieennes 47.8 49.3 43.3 46.8 51.0 56.0 58.6
Allowance for economic growth package ........... . .eees it it s e e e
Total 2,568.2 2,552.9 2,651.4 2,915.8 3,084.1 3,287.8 3,439.0
Difference:
Individual income taxes ......cccccevverviiiiciiiiiiis e -50.7 -8.7 15.2 27.7 27.0 25.3
Corporation income taxes.......cccceeevveeeeiveeeiieeeeees eeeenens -36.1 -35.2 -3.6 -1.0 8.6 2.0
Social insurance and retirement receipts............  ......... -9.0 -17.9 -12.1 -7.8 -79 -8.6
EXCiSE taAXES .oiviiiiiiiiiiiieccee e -0.7 -1.1 -1.0 -2.0 -3.1 -3.6
Estate and gift taxes .....cccocvvvevviiicvciicceeecees e, 1.7 -0.2 -0.8 -0.0 0.0 0.0
Customs duties ....cocceeveeviiiiieiiieeees e -1.5 -0.8 -0.1 0.8 0.7 0.7
Miscellaneous receipts ......ccccceevveeecciieesiieeesiiieees aeeeeens 3.1 -4.6 -3.1 -2.1 -1.3 -1.0
Allowance for economic growth package ............  ........ 125.0 20.0 -10.0 -8.0 -6.0 —4.0
Total 31.8 -48.6 -15.5 7.7 17.9 10.8
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Table S-9. OUTLAYS BY AGENCY
(In billions of dollars)

Mid-Session
2007 February estimates estimates
Actual
2008 2009 2008 2009

Legislative Branch .........ccccccooviiiiiiiiiiiiiiicciee e 4.3 4.6 5.0 4.6 5.0
Judicial Branch ......c..ccoooiiiiiiiiiiie 6.0 6.2 7.0 6.2 7.0
AGTICUILUTE ..o 84.4 94.8 94.8 93.4 100.5
COMIMETCE ...einiiiiiiieiiieie ettt ettt ettt e s 6.5 8.2 9.2 8.3 9.8
Defense—Military 529.9 583.1 651.2 582.2 656.7
EdUcation .......ccooieiiiiiiiieeceeee e 66.4 68.0 63.5 67.6 64.6
ENEIZY oo e 20.1 23.2 23.3 21.5 24.4
Health and Human Services .......c.ccoceeveerierieienenienenieneseeneseenne 672.0 709.4 738.6 706.4 739.2
Homeland SeCurity ........ccccecieriieiiieniiiiiieiieeniee e 39.2 42.3 44.3 39.5 46.1
Housing and Urban Development ..........ccccoceevievinienenieneneeneneee 45.6 52.3 45.6 50.5 45.5
Interior 10.5 11.1 10.2 10.9 9.8
JUSEICE .veviiiieiiicie ettt ettt ettt e aa e aaeaeenaens 23.3 25.0 26.5 25.9 26.8
LADOT .ottt b et a e enns 47.5 49.7 54.2 61.3 69.0
SEALE 1.veevietieiieti ettt b e e b re s ae b e eaeenaas 13.7 18.9 22.1 19.1 22.9
Transportation .......cccocceeeriieiiiiiee et 61.7 68.7 71.1 67.7 70.5
TLEASUTY .ovvievverierieieeeeeteeteeteeteesesteessesseessesseessesesssesesssensesssensesseenes 490.6 520.2 547.8 536.6 515.1
Veterans Affairs 72.8 86.6 91.8 85.8 94.1
Corps of Engineers-Civil Works .........ccccoceviiieiiiniiiiiieniieniecieeen 3.9 7.2 8.8 6.6 10.3
Other Defense Civil Programs ........c..cccocceviiiiiiiniiiiieniieieeieeen 47.1 49.1 51.2 49.0 52.2
Environmental Protection Agency ..........ccocceeveeniiiiiieniiienienieeen. 8.3 7.5 8.0 7.5 8.0
Executive Office of the President ..........ccccooceeviiniiiiiiiniiiiniciieee. 3.0 2.1 0.5 1.8 0.7
General Services Administration ............ccocceeveeniieiiieniienienieeen. * 0.4 0.7 0.4 0.7
International Assistance Programs 12.8 15.2 16.5 12.4 16.8
National Aeronautics and Space Administration ...........ccccceecueenen. 15.9 17.3 18.1 17.3 18.2
National Science Foundation ...........cccceevieniiiiiiniiiiiieniccienieeee 5.5 6.3 6.4 6.3 6.4
Office of Personnel Management .............cccccveeeeiieeeiiieeeciieeeeieeeenns 58.4 64.2 67.2 64.6 68.5
Small Business Administration ..........cocceceenieiniinieinieiiceeeeeee 1.2 0.5 0.8 0.7 0.9
Social Security Administration ...........ccccccceeeeevcieeeeiieeeeiiee e 621.8 656.6 692.8 657.1 700.0
Other Independent Agencies ... 18.0 18.4 19.9 25.7 31.9
AJIOWANCES ..ottt eneneeeeee e -05 .. -0.5
Undistributed Offsetting Receipts .......ccccceeeveeeviieeeiiieeeiieeeeiieeenns -260.2 —-285.6 —2894 —-294.6 —2879

Total 2,730.2 2,931.2 3,1074 29424 3,133.2

* $50 million or less.
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Table S-10. OUTLAYS BY FUNCTION
(In billions of dollars)

Mid—Session
2007 February estimates estimates
Actua
2008 2009 2008 2009

552.6 607.3 675.1 605.7 682.1

28.5 34.8 38.0 324 39.9

25.6 27.6 29.2 27.6 29.1

-0.9 3.0 3.1 1.3 3.4

Natural resources and environment .... 31.8 35.5 35.5 34.3 35.8
AGTICUILUTE oo 17.7 21.0 19.1 19.4 20.9
Commerce and housing credit .........cooceeveeviienieniiienieeieeeie e 0.5 7.4 4.2 12.0 16.0
Transportation ........ccocceeiriiiiinieeteeee e 72.9 80.3 83.9 78.9 83.6
Community and regional development 29.6 27.6 23.3 25.5 23.9
Education, training, employment, and social services ................... 91.7 93.4 88.3 93.2 89.3
Health ..o..oooiii e 266.4 284.5 299.4 284.9 3014
MEMICATE ..ttt 375.4 396.3 413.3 392.5 4119
Income SECUTILY .....cocuviiiiiiiiiiiiiici e 366.0 388.4 401.7 435.7 431.3
S0CIAL SECUTIEY ..vvieviieiieiiieiie ettt 586.2 615.3 649.3 615.8 656.1
Veterans benefits and SErvices .........c.cccoceevieniieniieniieeniienieeieee 72.8 86.6 91.9 85.8 94.1
Administration of JUStICE .......ccceevvieieiiiiiiiee e 41.2 46.2 51.1 45.8 51.2
General GOVErNMENt ..........cccceeevieeeiiieeeiiieeeriee e eesreeeeaee e 17.5 19.8 21.5 20.0 22.0
Net INTETESE .ooovviiiiiiiiii e 237.1 243.9 260.2 231.8 228.0
AJIOWANCES ..veiiiieiiiiieeiieee ettt ste e seee eeeniee aeeaeens -05 .. -0.5
Undistributed offsetting receipts ........ccccecevervieninienininieneeee -82.2 —87.7 -80.4 -100.2 —86.2

Total 2,730.2 2,931.2 3,107.4 29424 3,133.2
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Table S-11. CURRENT SERVICES BASELINE CATEGORY TOTALS
(In billions of dollars)
2007 2008 2009 2010 2011 2012 2013
Outlays:
Discretionary:
SECUTIEY wvveevieieeiieieeeeie ettt ste ettt et e eaeesesseeaesseensesseas 594 654 718 612 597 605 617
NON-SECUTTLY .oovvevieieeeieieeiieeeete et ste e sae e se e 448 476 486 480 485 489 500
Total, diSCretionary .........ccccceeeeveerieeeerieseeieseeee e e 1,042 1,130 1,203 1,092 1,082 1,094 1,117
Mandatory:
S0CIAl SECUTILY .vvevveeienieiieieseeterte ettt 581 611 652 692 731 775 825
MEAICATE ...eoveeneeeieieeeeeie ettt nte et e e eneeens 371 387 417 445 489 491 547
Medicaid & SCHIP .....cccoccieiierieieeeiereeese e 197 212 225 240 258 277 297
Other .....ccoevvevvveeenne . 302 370 401 400 409 389 410
Total, mandatory .... 1,451 1,580 1,695 1,777 1,887 1,932 2,079
Net interest ... . 237 232 226 255 280 291 297
TOtAl OULLAYS .oevvieeeeeiieiieieceee et 2,730 2,942 3,125 3,125 3,249 3,316 3,493
RECEIPES -eenvieuieiieiieie ettt ettt et e e e e 2,668 2,553 2,760 2947 3,123 3,322 3,467
Deficit(—)/SUIPLUS ..ooveerieeieieieeiee e -162 -389 -365 -178 -126 6 26
On-budget defiCit ....eevervieieieeeieieeieieeeee et -343 573 547 -378 -343 -218 -255
Off-budget SUIPIUS .....ocvveieiieeieieeieieeeeeeeeeeeeeee e 181 184 182 201 217 223 229
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Table S-12. OUTLAYS FOR MANDATORY
PROGRAMS UNDER CURRENT LAW!

(In billions of dollars)

2007 Estimate
Actual 9008 2009 2010 2011 2012 2013
Human resources programs:
Education, training, employment and social services .............. 12 11 9 11 12 12 12
Health ..oooovieiiiececeeee e 214 231 245 262 280 301 323
MEAICATE ....eevveevieeieiieiieieee ettt ettt sbe e esaeseenaenes 371 387 417 445 489 491 547
Income SECUTILY ....eeiviuiiiiiiiiiiiiiee e 310 376 372 373 385 380 393
S0CIAl SECUTILY ...vvevveevieiieiieieciieie ettt sae e eneas 581 611 652 692 731 775 825
Veterans’ benefits and SErvices ........ccocccovveevveeeneeniieeneeniieeneens 38 44 50 57 65 62 70
Subtotal, human resources programs ............ccccceevcueenueennen. 1,525 1,660 1,746 1,840 1,963 2,021 2,171
Other mandatory programs:
National defense .......ccccocieiiiiiiiniiiiiincee 3 4 4 4 5 5 5
International affairs ........cccoceveriiieniiiee e, -6 -7 -3 * —* -1 -1
Energy ........ . —4 -3 -2 -2 -2 -2 -3
Agriculture 12 11 15 16 15 10 15
Commerce and housing credit ..........ccceevveeiiienieeiiienieeieenieenenn -1 9 12 3 -3 -7 -9
Transportation ........ccccceeeeiiieiniiee ittt see e 2 2 2 2 2 3
Community and regional development ............ccccoevveeiiinnnnnnen. —* —* - * * * *
Justice ....cccovvveeiiiiniiiiiinn. . 1 3 3 3 2 1 1
General OVernment .......cccoceeverieiienieiienieeeesee e 2 2 3 3 3 4 4
Undistributed offsetting receipts .......c.coceveveniiiieniinieneniene -82 -100 -8 -91 97 -102 -107
Other funCtioNS ......coecieiiieiiieiie e 1 * —* * —* * 1
Subtotal, other mandatory programs ..........cccccceevcvveeennnenn. -74 -8 51 -63 -76 -89 -92
Total, outlays for mandatory programs under current
LW oottt 1,451 1,580 1,695 1,777 1,887 1,932 2,079

* $500 million or less.

1 This table meets the requirements of Section 221(b) of the Legislative Reorganization Act of 1970.



40 MID-SESSION REVIEW

Table S-13. FEDERAL GOVERNMENT FINANCING AND DEBT
(In billions of dollars)

2007 Estimate
Actual 9008 2009 2010 2011 2012 2013

Financing:
Unified budget deficit (—)/surplus (+) .....ccccoeeeevieveeneneenenne. -162 -389 -482 -178 -103 58 29
Financing other than borrowing from the public:
Changes in:!

Treasury operating cash balance (=) ....c..cccevernenene -23 275 OO N
Checks outstanding, €t€.2 .......ccccevveveriieneriienenienene =2 it e e e e e
Seigniorage 0N COINS .....cccervererienierienieneereenieeeeneeeeenees 1 1 1 1 1 1 1
Credit net financing disbursements (-):
Direct loan financing accounts ..........ccoecceeveeeniennen. -8 -22 54 -3 -15 -15 -15
Guaranteed loan financing accounts ..........c.ccoeceens -9 -1 -3 1 2 -2 -2
Net purchases of non-Federal securities by the
National Railroad Retirement Investment Trust (-) ..... -3 1 * * 1 * 1
Total, financing other than borrowing from the public. .. —44 4 -56 -1 -11 -15 -15
Total, requirement to borrow from the public......... -206 -385 538 -178 -114 43 14
Change in debt held by the public ........ccccooceevieneniineneen. 206 385 538 178 114 —43 -14

Changes in Debt Subject to Statutory Limitation:
Change in debt held by the public ..........cccvieeiiiiieiieeene. 206 385 538 178 114 —43 -14
293 287 277 326 368 417 394

Change in debt held by Government accounts
Less: change in debt not subject to limit and other

AdJUSEMENTS ..veeiiiiiiieiiee e 2 * 2 1 2 2 2
Total, change in debt subject to statutory limitation .... 501 673 817 506 484 376 382
Debt Subject to Statutory Limitation, End of Year:
Debt issued by Treasury.......cccceeeeeenieeienieeienieseesieseeneees 8,926 9,598 10,413 10,917 11,400 11,774 12,155
Adjustment for discount, premium, and coverage®............. -4 -4 -2 —* 1 3 4
Total, debt subject to statutory limitation*.................... 8,921 9,594 10,411 10,917 11,401 11,777 12,159

Debt Outstanding, End of Year:
Gross Federal debt:®

Debt issued by Treasury .......ccccooeveeverenieenenieneseeniene 8,926 9,598 10,413 10,917 11,400 11,774 12,155
Debt issued by other agencies .........ccccecveeeeciveeeniieeennenn. 25 25 25 26 26 25 25
Total, gross Federal debt .........cccceoveveeieneniincneene 8,951 9,623 10,438 10,943 11,425 11,800 12,180

Held by:
Debt held by Government accounts ...........ccccccveeeueennnn. 3,916 4,203 4,480 4,806 5,175 5,592 5986

Debt held by the public ..
As a percent of GDP
* $500 million or less.
1 A decrease in the Treasury operating cash balance (which is an asset) is a means of financing a deficit and therefore
has a positive sign. An increase in checks outstanding (which is a liability) is also a means of financing a deficit and there-
fore also has a positive sign.

5,035 5,421 5,958 6,137 6,251 6,208 6,194
36.8% 38.0% 40.2% 39.3% 37.9% 35.7% 34.0%

2 Besides checks outstanding, includes accrued interest payable on Treasury debt, uninvested deposit fund balances,
allocations of special drawing rights, and other liability accounts; and, as an offset, cash and monetary assets (other than
the Treasury operating cash balance), other asset accounts, and profit on sale of gold.

3 Consists mainly of Federal Financing Bank debt (which is not subject to limit), the unamortized discount (less pre-
mium) on public issues of Treasury notes and bonds (other than zero-coupon bonds), and the unrealized discount on Gov-
ernment account series securities.

4 The statutory debt limit is $9,815 billion, enacted on September 29, 2007.

5 Treasury securities held by the public and zero-coupon bonds held by Government accounts are almost all measured at
sales price plus amortized discount or less amortized premium. Agency debt securities are almost all measured at face value.
Treasury securities in the Government account series are otherwise measured at face value less unrealized discount (if any).



GLOSSARY

Appropriation.—An appropriation provides le-
gal authority for Federal agencies to incur obliga-
tions and to make payments out of the Treasury
for specified purposes. Appropriations bills, such
as the Department of Homeland Security or the
Departments of Labor, Health and Human Ser-
vices, and Education bills, are considered every
year by the Congress and supplemental appro-
priations bills are considered from time to time.

Authorization.—An authorization is an act of
the Congress that establishes or continues a Fed-
eral program or agency and sets forth the guide-
lines to which it must adhere.

Budget Authority.—Budget authority is the au-
thority provided by law to incur financial obliga-
tions that will result in outlays.

Budget Resolution.—The budget resolution is
the Congress’ annual framework that sets tar-
gets for total budget authority, total outlays, total
revenues, and the deficit (on-budget), as well as
discretionary and mandatory allocations within
the spending targets. These targets guide the
committees’ deliberations. A budget resolution
does not become law and is not binding on the
Executive Branch.

Cap.—A “cap” is a legal limit on annual discre-
tionary spending.

Deficit.—A deficit is the amount by which out-
lays exceed receipts in a fiscal year.

Discretionary Spending.—Discretionary
spending is spending that the President and
the Congress control through annual ap-
propriations bills. Examples include spend-
ing for such activities as the FBI, the Coast
Guard, education, space exploration, high-
way construction, defense, and foreign aid.

Entitlement.—An entitlement program is one
in which the Federal Government is legally ob-
ligated to make payments or provide aid to any
person who meets the legal criteria for eligibil-
ity. Examples include Social Security, Medicare,
Medicaid, and Food Stamps.

Fiscal Year.—The fiscal year is the Federal Gov-
ernment’s accounting period. It begins on October

1st and ends on September 30th. For example,
fiscal year 2009 begins on October 1, 2008, and
ends on September 30, 2009.

Gross Domestic Product (GDP).—GDP is a
measure of the market value of goods and ser-
vices produced within the United States. It is the
standard measure of the size of the economy.

Mandatory Spending.—Mandatory spending
is controlled by permanent law rather than an-
nual appropriations. Examples are Social Secu-
rity and the Student Loan Program. The Presi-
dent and the Congress can change the law with
respect to the eligibility criteria or the payment
formula, and thus change the level of spending
on mandatory programs, but annual action is not
necessary to ensure the continuation of spend-
ing. In addition, budget authority provided in
annual appropriations acts for certain programs
is treated as mandatory because the authorizing
legislation entitles beneficiaries to receive pay-
ment or otherwise obligates the Government to
make payment.

Obligations.—Obligations are binding agree-
ments that result in outlays, immediately or in
the future.

Outlays.—Outlays are the primary measure of
Government spending. Outlays are payments to
liquidate obligations, largely measured on a cash
basis. Total Federal outlays are a net figure, con-
sisting of gross payments minus the amount of
business-like collections and intragovernmental
transactions, in a given fiscal year.

Receipts.—Governmental receipts (sometimes
called receipts or revenues) are the collections of
money that primarily result from taxes and simi-
lar Government powers to compel payment. Ex-
amples of governmental receipts include income
taxes, payroll taxes, excise taxes, and customs
duties. They do not include offsetting receipts or
collections from the Federal Government’s busi-
ness-like activities, such as the entrance fees at
national parks, or collections by one Government
account from another.

Surplus.—A surplus is the amount by which re-
ceipts exceed outlays in a fiscal year.
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