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20. COMPARISON OF ACTUAL TO ESTIMATED TOTALS

In successive budgets, the Administration publishes
several estimates of the surplus or deficit for a par-
ticular fiscal year. Initially, the year appears as an
outyear projection at the end of the budget horizon.
In each subsequent budget, the year advances in the
estimating horizon until it becomes the “budget year.”
One year later, the year becomes the “current year”
then in progress, and the following year, it becomes
the just-completed “actual year.”

The budget is legally required to compare budget year
estimates of receipts and outlays with the subsequent
actual receipts and outlays for that year. Part I of this
chapter meets that requirement by comparing the ac-

PART I:

This part of the chapter compares the actual receipts,
outlays, and deficit for 2006 with the current services
estimates shown in the 2006 Budget, published in Feb-
ruary 2005.1 This part also presents a more detailed
comparison for mandatory and related programs, and
reconciles the actual receipts, outlays, and deficit totals
shown here with the figures for 2006 previously pub-
lished by the Department of the Treasury.

tual results for 2006 with the current services estimates
shown in the 2006 Budget, published in February 2005.

Part II of the chapter presents a broader comparison
of estimates and actual outcomes. This part first dis-
cusses the historical record of budget year estimates
versus actual results over the last two decades. Second,
it lengthens the focus to estimates made for each year
of the budget horizon, extending four years beyond the
budget year. This longer focus shows that the dif-
ferences between estimates and the eventual actual re-
sults grow as the estimates extend further into the
future.

COMPARISON OF ACTUAL TO ESTIMATED TOTALS FOR 2006

Receipts

Actual receipts for 2006 were $2,407 billion, $229
billion more than the $2,178 billion current services
estimate in the 2006 Budget (February 2005). As shown
in Table 20-1, this increase was the net effect of legisla-
tive and administrative changes; economic conditions
that differed from what had been expected; and tech-
nical factors that resulted in different collection pat-
terns and effective tax rates than had been assumed.

Table 20-1. COMPARISON OF ACTUAL 2006 RECEIPTS WITH THE INITIAL CURRENT SERVICES
ESTIMATES
(In billions of dollars)
Feb |En?med/ Diff
i ifferent '
920%2 v aed%si:islfrg- eclor?g%nic T?:Qg'rcsal Net change Actual
estimate tive conditions
actions
Individual inCOME taXeS ......cccevreeererrereereirereieeseeseiseeees 965 -1 10 81 79 1,044
Corporation iNCOME taXES .......cvveeerevrreerirerirererireeeseeees 223 ¥ -5 136 131 354
Social insurance and retirement receipts ... 819 | 16 3 19 838
EXCISE tAXES ..vvvverivriiceecirinetcrisee et 76 * -1 -1 -2 74
Estate and gift taxes ... 26 1 * 1 2 28
CUSIOMS AUHES ... 27 = 1 -3 -2 25
Miscellan@ouS FECEIPLS .......cvuererereererrereereereireeeeseeseiseeees 43 * 3 -1 2 45
Total FECEIPES .vvvrvrcrrcrrcicireree e 2,178 -10 23 216 229 2,407

*$500 million or less.

Policy differences. Several laws were enacted after
February 2005 that reduced 2006 receipts by a net
$10 billion. The emergency tax relief provided to indi-
viduals and businesses affected by hurricanes Katrina,
Rita and Wilma in the Katrina Emergency Tax Relief

1The current services concept is discussed in Chapter 24, “Current Services Estimates.”
For mandatory programs and receipts, the February 2005 current services estimate was
based on laws then in place, adjusted to reflect extension of certain expiring provisions

Act of 2005 and the Gulf Opportunity Zone Act of 2005
accounted for $5 billion of the net reduction in 2006
receipts. The provisions of the Tax Increase Prevention
and Reconciliation Act of 2005 (TIPRA), primarily the
increase in the alternative minimum tax (AMT) exemp-

in the 2001 and 2003 tax acts. For discretionary programs the current services estimate
was based on the current year estimates, excluding one-time emergency appropriations,
adjusted for inflation.

331



332

ANALYTICAL PERSPECTIVES

tion amount and a modification of the timing of esti-
mated tax payments by corporations, also reduced 2006
receipts by a net $5 billion. The effects of other legisla-
tive and administrative changes on 2006 receipts were
largely offsetting.

Economic differences. Differences between the eco-
nomic assumptions upon which the current services es-
timates were based and actual economic performance
increased 2006 receipts by a net $23 billion. Higher-
than-anticipated wages and salaries and other sources
of personal income were in large part responsible for
the increases in individual income taxes and social in-
surance and retirement receipts of $10 billion and $16
billion, respectively. These increases were partially off-
set by a $5 billion decrease in corporation income taxes,
attributable to lower-than-expected corporate profits.
Differences between anticipated and actual economic
performance increased other sources of receipts by a
net $3 billion.

Technical reestimates. Technical factors increased
2006 receipts by a net $216 billion above the February
2005 current services estimate. This net increase was
primarily attributable to higher-than-anticipated collec-
tions of individual and corporation income taxes of $81
billion and $136 billion, respectively. Different collec-
tion patterns and effective tax rates than assumed in
February 2005 were primarily responsible for the high-
er-than-anticipated collections of individual and cor-
poration income taxes. Changes in other sources of re-
ceipts attributable to technical factors were largely off-
setting.

Outlays

Outlays for 2006 were $2,655 billion, $116 billion
more than the $2,539 billion current services estimate
in the 2006 Budget (February 2005).

Table 20-2 distributes the $116 billion net increase
in outlays among discretionary and mandatory pro-

grams and net interest.2 The table also makes rough
estimates according to three reasons for the changes:
policy; economic conditions; and technical estimating
differences, a residual.

Policy changes are the result of legislative actions
that change spending levels, primarily through higher
or lower appropriations or changes in authorizing legis-
lation, which may themselves reflect responses to
changed economic conditions. For 2006, policy changes
increased outlays by an estimated $160 billion relative
to the initial current services estimates.

Policy changes increased discretionary outlays by
$141 billion. Defense discretionary outlays increased by
$93 billion and nondefense discretionary outlays in-
creased by $48 billion. A significant portion of both
defense and nondefense outlay increases resulted from
enactment of emergency supplemental appropriation
acts for defense, the Global War on Terror, and hurri-
cane recovery in 2005 and 2006. Policy changes in-
creased mandatory outlays by a net $15 billion above
current law. This increase largely reflects a $19 billion
increase in outlays for the National flood insurance pro-
gram in response to hurricane recovery, partly offset
by a $5 billion decrease in Medicare outlays, largely
enacted in the Deficit Reduction Act of 2005.

Economic conditions that differed from those forecast
in February 2005 resulted in a net increase in outlays
of $18 billion. The most significant changes consist of
a $7 billion increase in Social Security benefits largely
resulting from higher cost-of-living adjustments and a
$12 billion increase in net interest due to higher-than-
expected interest rates.

Technical estimating differences and other changes
resulted in a net decrease in outlays of $61 billion.
Technical changes result from changes in such factors

2Discretionary programs are controlled by annual appropriations, while mandatory pro-
grams are generally controlled by authorizing legislation. Mandatory programs are mostly
formula benefit or entitlement programs with permanent spending authority that depend
on eligibility criteria, benefit levels, and other factors.

Table 20-2. COMPARISON OF ACTUAL 2006 OUTLAYS WITH THE INITIAL CURRENT
SERVICES ESTIMATES

(Outlays in billions)

Current Changes
Services ) ) Total Actual
(Feb. 2005) Policy Economic Technical changes
Discretionary:
Defense ... 437 93 | s -1 83 520
NONEIENSE ... 477 48 | e -28 20 497
Subtotal, discretionary ............couveereeereernnenn: 914 141 | s -39 103 1,017
Mandatory:
Social Security ... 540 | v -3 4 544
Other Programs .........oceeeeenernmenerseeneesneeeeesesenenes 876 15 -1 -22 -7 868
Subtotal, Mandatory ... 1,416 15 6 -25 -4 1,412
NEt INErESt ... 209 3 12 2 17 227
Total OUtIAYS ......ovviriiii s 2,539 160 18 -61 116 2,655
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Table 20-3. COMPARISON OF THE ACTUAL 2006 DEFICIT WITH THE
INITIAL CURRENT SERVICES ESTIMATE

(In billions)
Current Changes
Sz%gs Policy Economic | Technical CI;‘;‘SLS Aot
RECEIPIS . 2,178 -10 23 216 229 2,407
OUHIAYS oo 2,539 160 18 -61 116 2,655
DEfiCit vvvvvvveeveererrerereeireireis 361 170 -6 =277 -113 248

Note: Deficit changes are outlays minus receipts. For these changes, a plus indicates an increase in the deficit.

as the number of beneficiaries for entitlement pro-
grams, crop conditions, or other factors not associated
with policy changes or economic conditions. Outlays for
discretionary programs decreased an estimated $39 bil-
lion, because budget authority for both defense and
nondefense programs was spent more slowly than ex-
pected. Outlays for mandatory programs decreased by
a net $25 billion, largely because higher-than-antici-
pated outlays for higher education and mortgage credit
programs were more than offset by lower-than-antici-
pated outlays for Medicaid, Medicare, unemployment
compensation, and other programs. Net interest outlays
increased by $2 billion due to technical factors com-
pared to the February 2005 estimates.

Deficit

The preceding two sections discussed the differences
between the initial current services estimates and the
actual amounts of Federal Government receipts and
outlays for 2006. This section combines these effects
to show the net impact of these differences.

As shown in Table 20-3, the 2006 current services
deficit was initially estimated to be $361 billion. The
actual deficit was $248 billion, which was a $113 billion
decrease from the initial estimate. Receipts were $229
billion more than the initial estimate and outlays were
$116 billion more. The table shows the distribution of
the changes according to the categories in the preceding
two sections.

The net effect of policy changes for receipts and out-
lays increased the deficit by $170 billion. Economic con-
ditions that differed from the initial assumptions in
February 2005 accounted for an estimated $6 billion
decrease in the deficit. Technical factors reduced the
deficit by an estimated $277 billion.

Comparison of the Actual and Estimated Out-
lays for Mandatory and Related Programs for
2006

This section compares the original 2006 outlay esti-
mates for mandatory and related programs under cur-
rent law in the 2006 Budget (February 2005) with the
actual outlays. Major examples of these programs in-
clude Social Security and Medicare benefits, agricul-
tural price support payments to farmers, and deposit
insurance for banks and thrift institutions. This cat-
egory also includes net interest outlays and undistrib-
uted offsetting receipts.

A number of factors may cause differences between
the amounts estimated in the budget and the actual
mandatory outlays. For example, legislation may
change benefit rates or coverage; the actual number
of beneficiaries may differ from the number estimated;
or economic conditions (such as inflation or interest
rates) may differ from what was assumed in making
the original estimates.

Table 20—4 shows the differences between the actual
outlays for these programs in 2006 and the amounts
originally estimated in the 2006 Budget, based on laws
in effect at that time. Actual outlays for mandatory
spending and net interest in 2006 were $1,639 billion,
which was $14 billion more than the initial estimate
of $1,625 billion, based on existing law in February
2005.

As Table 20—4 shows, actual outlays for mandatory
human resources programs were $1,444 billion, $6 bil-
lion less than originally estimated. This decrease was
the net effect of legislative action, differences between
actual and assumed economic conditions, differences be-
tween the anticipated and actual number of bene-
ficiaries, and other technical differences. Outlays for
other functions were $4 billion more than originally
estimated. Undistributed offsetting receipts were $1 bil-
lion higher than expected, thus reducing total outlays.

Outlays for net interest were $227 billion, or $17
billion more than the original estimate. This increase
was the net effect of changes in interest rates from
those initially assumed, changes in borrowing require-
ments due to differences in deficits, and technical fac-
tors.

Reconciliation of Differences with Amounts
Published by Treasury for 2006

Table 20-5 provides a reconciliation of the receipts,
outlays, and deficit totals published by the Department
of the Treasury in the September 2006 Monthly Treas-
ury Statement and those published in this Budget. The
Department of the Treasury made adjustments to the
estimates for the Combined Statement of Receipts, Out-
lays, and Balances, which decreased receipts by $6 mil-
lion and increased outlays by $499 million. Nearly all
of the outlay adjustment was the correction of reporting
for the Exchange Stabilization Fund. Additional adjust-
ments for this Budget increased receipts and outlays
by $579 million and $557 million, respectively. Several
financial transactions that are not reported to the De-
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Table 20-4. COMPARISON OF ACTUAL AND ESTIMATED OUTLAYS FOR MANDATORY AND
RELATED PROGRAMS UNDER CURRENT LAW

(In billions of dollars)

2006
Fee;irf;%s Actual Change
Mandatory outlays:
Human resources programs:
Education, training, employment, and social SErViCes .........cccverrmrirerernirneeninns 11 38 27
Health:
MEGICAIT .....vvveeercercrieree et 193 181 -12
10,141 OO TP 20 21 1
Total NEAIN ... 213 201 -1
Medicare 340 325 -15
Income security:
Retirement and disability .........c.covererininireeeee e 106 102 -3
Unemployment compensation ... 37 31 -6
Food and nutrition assiStanCe ............vveeerererereereeee s 51 48 -3
OHNBE vttt e 113 116 3
Total, INCOME SECUIMY ....euveerrereeeieereireisetetsei et 307 298 -9
SOCIAl SECUMY vuveerervecireeseeseeeeriesie ettt 540 544 4
Veterans benefits and services:
Income SECUrity fOr VEIETANS ......c.vvvuierieiereireieireeseiseisesssise e 35 36 *
ONET bbb 3 2 -1
Total veterans benefits and SErVICES ..o 38 37 -1
Total mandatory human resources Programs ..........cceoceceeeseereeneeseeseeneens 1,449 1,444 -6
Other functions:
AGICURUIE .ottt 21 20 -1
International ..... -2 -7 —4
Deposit insurance ... -1 -1 =*
Other fUNCHONS ...ouceuiecieircieeieeie e 15 24 9
Total, other fUNCHONS ..o 33 37 4
Undistributed offsetting receipts:
Employer share, employee retirement ... -60 -61 -1
Rents and royalties on the outer continental shelf -7 -7 =
Other undistributed OffSetting reCEIPLS .......ccvvvvivrienririreerseesie s * =* =
Total undistributed offsetting receipts .........corerererernineineeseseseseseineis —-67 -68 -1
Total, MANAAIONY ... 1,416 1,412 -4
Net interest:
Interest on Treasury debt SECUritieS (GroSS) ... 391 406 15
Interest received by trust funds .............. -172 -169 2
OHhET INEEIES ...eucverercireice et -10 -10 =*
Total NEEINTEIESE ..o 209 227 17
Total outlays for mandatory and net interest ...........cccoeoererrereneneincineniens 1,625 1,639 14

*$500 million or less.

partment of the Treasury, including those for the Af-
fordable Housing Program, the Public Company Ac-
counting Oversight Board, and the United Mine Work-
ers of America benefit funds, are included in the budg-
et. Reporting for these programs adds roughly equiva-
lent amounts to outlays and receipts, with little impact
on the deficit. Another significant conceptual difference
in reporting is for the National Railroad Retirement

Investment Trust (NRRIT). Reporting to the Depart-
ment of the Treasury for the NRRIT is done with a
one month lag so that the fiscal year total provided
in the Treasury Combined Statement covers September
2005 through August 2006. The budget has been ad-
justed to reflect transactions that occurred during the
actual fiscal year, which begins in October.
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Table 20-5. RECONCILIATION OF FINAL AMOUNTS FOR 2006

(In millions of dollars)

Receipts Outlays Deficit
Totals published by Treasury (September 30 MTS) .....ccccovvverveens 2,406,681 2,654,379 -247,698
Miscellaneous Treasury adjustments ..........oocverncrnirenennens -6 499 -505
Totals published by Treasury in Combined Statement ...........cc....... 2,406,675 2,654,878 -248,203
Affordable Housing Program ..........ccccovvivcvnirnennens 307 307 | e
Public Company Accounting Oversight Board ....... 131 131 | s
United Mine Workers of America benefit funds ... 119 114 5
National Railroad Retirement Investment Trust ... | coverrerncrneerenennns -48 48
OHhT oo 22 53 =31
Total adjustments, net ...... 579 557 22
Totals in the BUAGEL ......c.vvvrerireeeecrec i 2,407,254 2,655,435 -248,181
MEMORANDUM:
Total change since year-end statement .........cccccocovenencnenininnn. 573 1,056 -483

Part II:

This part of the chapter compares estimated sur-
pluses or deficits to actual outcomes over the last two
and a half decades. The first section compares the esti-
mate for the budget year of each budget with the subse-
quent actual result. The second section extends the
comparison to the estimated surpluses or deficits for
each year of the budget window: that is, for the current
year through the fourth year following the budget year.
This part concludes with some observations on the his-
torical record of estimates of the surplus or deficit
versus the subsequent actual outcomes.

Historical Comparison of Actual to Estimated
Results for the Budget Year

Table 20-6 compares the estimated and actual sur-
pluses or deficits since the deficit estimated for 1982
in the 1982 Budget. The estimated surpluses or deficits
for each budget include the Administration’s policy pro-
posals. Therefore, the original deficit estimate for 2006
differs from that shown in Table 20-3, which is on
a current services basis. Earlier comparisons of actual
and estimated surpluses or deficits were on a policy
basis, so for consistency the figures in Table 20-6 are
on this basis.

On average, the estimates for the budget year under-
estimated actual deficits (or overestimated actual sur-
pluses) by $20 billion over the 25-year period. Policy
outcomes that differed from the original proposals in-
creased the deficit by an average of $34 billion. Dif-
ferences between economic assumptions and actual eco-
nomic performance increased the deficit an average of
$12 billion. Differences due to these two factors were
partly offset by technical revisions, which reduced the
deficit an average of $26 billion.

The relatively small average difference between ac-
tual and estimated deficits conceals a wide variation
in the differences from budget to budget. The dif-
ferences ranged from a $389 billion underestimate of
the deficit to a $190 billion overestimate. The $389

HISTORICAL COMPARISON OF ACTUAL TO ESTIMATED SURPLUSES OR DEFICITS

billion underestimate, in the 2002 Budget, was due
largely to receipt shortfalls related to the 2001 reces-
sion and associated weak stock market performance.
About a quarter of the underestimate was due to in-
creased spending for recovery from the September 11,
2001 terrorist attacks, homeland security measures,
and the war on terror, along with lower receipts due
to tax relief in the March 2002 economic stimulus act.
The $190 billion overestimate of the deficit in the 1998
Budget stemmed largely from stronger-than-expected
economic growth and a surge in individual income tax
collections beyond that accounted for by economic fac-
tors.

Because the average deficit difference obscures the
degree of under- and overestimation in the historical
data, a more appropriate statistic to measure the mag-
nitude of the differences is the average absolute dif-
ference. This statistic measures the difference without
regard to whether it was an under- or overestimate.
Since 1982, the average absolute difference has been
$99 billion.

Another measure of variability is the standard devi-
ation. This statistic measures the dispersion of the data
around the average value. The standard deviation of
the deficit differences since 1982 is $136 billion. Like
the average absolute difference, this measure illustrates
the high degree of variation in the difference between
estimates and actual deficits.

The large variability in errors in estimates of the
surplus or deficit for the budget year underscores the
inherent uncertainties in estimating the future path
of the Federal budget. Some estimating errors are un-
avoidable, because of differences between the Presi-
dent’s original budget proposals and the legislation that
Congress subsequently enacts. Occasionally such dif-
ferences are huge, such as additional appropriations
for disaster recovery, homeland security, and war ef-
forts in response to the terrorist attacks of September
11, 2001, which were obviously not envisioned in the
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Table 20-6. COMPARISON OF ESTIMATED AND ACTUAL SURPLUSES OR DEFICITS

SINCE 1982
(In billions of dollars)
Surplus Differences due to Actual
Budget eosrti(rﬂ& (fo)r Enacted Economic | Technical diﬁzor‘ear:ce surplus or
budget year ! legislation factors factors deficitt-)

1982 e -62 15 -70 -1 -66 -128
1983 s -107 -12 -67 -22 -101 -208
1984 .o —203 -21 38 -0 17 -185
1985 oottt -195 -12 -17 12 -17 -212
1986 oo -180 -8 27 -7 41 -221
1987 e -144 2 -16 8 -6 -150
1988 .o -111 -9 -19 -16 -44 -155
1989 s -130 -22 10 -1 -23 -153
1990 e -91 -21 -31 -79 -131 -221
1991 s -63 21 -85 -143 206 -269
1992 e —281 -36 -21 48 -9 -290
1993 s -350 -8 -13 115 95 -255
1994 e —264 -8 16 52 61 -203
1995 ot -165 -18 1 18 1 -164
1996 oo -197 6 53 30 89 -107
1997 s -140 1 -4 121 118 -22
1998 e -121 -9 48 151 190 69
1999 oo 10 -22 56 82 116 126
2000 e s 117 —42 88 73 119 236
2007 e 184 -129 32 41 -56 128
2002 ..o s 231 -104 -201 -84 389 -158
2003 .o -80 -86 -34 -177 -297 -378
2004 ..o s -307 -122 -22 39 -105 -412
2005 .o -364 -67 -1 123 45 -318
2006 ..o s -390 -141 6 277 142 —-248
AVEIAGE ..o -34 -12 26 -20
Absolute average? ........oeinninsincininens 38 39 70 99
Standard deviation ..........ccccreveneeeernrereeenenens 46 57 94 136 | v

1 Surplus or deficit estimate includes the effect of the budget's policy proposals.

2 Absolute average is the average without regard to sign.

President’s Budget submitted the previous February.
Even aside from differences in policy outcomes, errors
in budget estimates can arise from new economic devel-
opments, unexpected changes in program costs, shifts
in taxpayer behavior, and other factors. The budget
impact of changes in economic assumptions is discussed
further in Chapter 12 of this volume, “Economic As-
sumptions.”

Five-Year Comparison of Actual to Estimated
Surpluses or Deficits

The substantial difference between actual surpluses
or deficits and the budget year estimates made less
than two years earlier raises questions about the degree
of variability for estimates of years beyond the budget
year. Table 20-7 shows the summary statistics for the
differences for the current year (CY), budget year (BY),
and the four succeeding years (BY+1 through BY+4).
These are the years that are required to be estimated
in the budget by the Budget Enforcement Act of 1990.

On average, the budget estimates since 1982 over-
stated the deficit in the current year by $26 billion,

but underestimated the deficit in the budget year by
$20 billion. The budget estimates understated the def-
icit in the years following, by amounts growing from
$59 billion for BY+1 to $141 billion for BY+4. While
these results suggest a tendency to underestimate defi-
cits toward the end of the budget horizon, the averages
are not statistically different from zero in light of the
high variation in the data.

The average absolute difference between estimated
and actual deficits grows dramatically over the six
years from CY through BY+4, from $58 billion in the
current year to $99 billion for the budget year, to $269
billion for BY+4. While under- and overestimates of
the deficit have historically tended to average out, the
absolute size of the under- or overestimates grows as
the estimates extend further into the future. The stand-
ard deviation of the deficit differences shows the same
pattern. The standard deviation grows from $71 billion
for current year estimates to $136 billion for the budget
year estimates and continues to increase steadily as
the estimates extend further out, reaching $289 billion
for BY+4.
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Table 20-7. DIFFERENCES BETWEEN ESTIMATED AND ACTUAL SURPLUSES OR
DEFICITS FOR FIVE-YEAR BUDGET ESTIMATES SINCE 1982

(In billions of dollars)

Estimate for budget year plus
Current Budget

year year Two Three Four

estimate | estimate O(rg{z?)ar years years years

(BY+2) (BY+3) (BY+4)
Average difference ' .............. 26 -20 -59 -97 -128 -141
Average absolute difference 2 58 99 149 202 245 269
Standard deviation ..........ccccvenernineinennes 71 136 202 249 271 289

A positive figure represents an underestimate of the surplus or an overestimate of the deficit.
2 Average absolute difference is the difference without regard to sign.

The estimates of variability in the difference between
estimated and actual deficits can be used to construct
a range of uncertainty around a given set of estimates.
Statistically, if these differences are normally distrib-
uted, the actual deficit will be within a range of two
standard deviations above or below the estimate about
90 percent of the time. Chart 20-1 shows this range

of two standard deviations applied to the deficit esti-
mates in this Budget. This chart illustrates that unfore-
seen economic developments, policy outcomes, or other
factors could give rise to large swings in the deficit
estimates.

Chart 20-1. lllustrative Range of
Budget Outcomes

Surplus(+)/deficit(-) in billions of dollars
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21.

The usual measure of total outlays in the budget
is a net measure. First, gross outlays are net of pay-
ments from other Federal Government accounts. For
example, if account A paid account B $100 to do some
work and account B used $100 to pay for salaries, mate-
rials, and supplies to do the work, gross outlays would
be $200 while the impact on the nation’s economy
would be only $100. Netting is done to take out the
double count. For all presentations in this chapter, this
type of netting is assumed. Second, and more impor-
tant, is that gross outlays are net of offsetting collec-
tions and offsetting receipts from the public. In this
case, a net basis of reporting is more significant, since
it measures the extent to which general taxpayers are
contributing to operating deficits. A counter argument
is that net treatment conceals important information.
Table 21-1 provides a gross presentation of outlays to
the public to permit users of budget information the
flexibility to use gross or net outlays. The table shows
outlays gross and net of offsetting collections and offset-
ting receipts from the public for all major agencies.

In 2008, net outlays of $2,902 billion consist of gross
outlays of $3,221 billion less offsetting collections and
receipts from the public of $319 billion. The table shows
that offsetting receipts and offsetting collections from
the public are relatively more important for some agen-

Table 21-1.

OUTLAYS TO THE PUBLIC, GROSS AND NET

cies than for others. For example, in 2008 the Postal
Service is estimated to have gross outlays of $75 billion
but net outlays of —$2 billion, due to offsetting collec-
tions and receipts of $77 billion from the sale of stamps
and other income. In contrast, gross and net outlays
for the National Aeronautics and Space Administration
(NASA) are very similar, because NASA has relatively
few offsetting receipts and collections from the public.

In Table 21-1, negative outlays occur when offsetting
collections exceed payments. The amounts for “Allow-
ances” cover certain transactions that are expected to
increase or decrease outlays but are not, for various
reasons, attributed to any specific agency. The amounts
labeled “undistributed offsetting receipts” are also de-
ducted from the Government-wide outlay totals but not
from any specific agency. These consist principally of
rents and royalties on oil and gas production on the
Outer Continental Shelf and proceeds from the auction
of rights to the electromagnetic spectrum.

See the section on “Outlays” in Chapter 26, “The
Budget System and Concepts,” for a more detailed dis-
cussion on the outlay totals in the budget. Offsetting
collections and offsetting receipts are discussed in more
detail in Chapter 18 of this volume, “User Charges
and Other Collections.”

TOTAL OUTLAYS, GROSS AND NET OF OFFSETTING COLLECTIONS AND RECEIPTS

FROM THE PUBLIC, BY AGENCY, 2006-2008

(In millions of dollars)

2006 2007 2008

Outlays Gross Offsetting Outlays Gross Offsetting Outlays Gross Offsetting

Department or Other Unit of Collections | Collections of Collections |  Collections of Collections | Collections
and Receipts | and Receipts | Net Outlays | and Receipts | and Receipts | Net Outlays | and Receipts | and Receipts | Net Outlays

from the from the from the from the from the from the

Public Public Public Public Public Public
Legislative BranCh ... 4,203 -75 4,128 4,378 -72 4,306 4776 -72 4,704
Judicial BranCh ... 5,875 -52 5,823 5,911 —-66 5,845 6,730 -69 6,661
Executive Branch

Department of AGRCURUIE ........occvvercrerereeeereenereriscrseireeees 112,884 -19,350 93,534 109,523| -20,756 88,767 108,964 | -19,938 89,026
Department of Commerce .... 8,908 -2,535 6,373 8,121 -1,942 6,179 9,133 -2,055 7,078
Department of Defense—Military ..........cccovreemeereenernseineennees 513,353| -13,996| 499,357| 561,800| -12,885| 548,915| 595837| -12,554| 583,283
Department of Education 94,758 -1,329 93,429 74,403 -6,363 68,040 63,568 -4,965 58,603
Department of Energy 26,244 -6,595 19,649 28,380 -6,392 21,988 28,343 -6,476 21,867
Department of Health and Human Services 669,477 -55,162 614,315 737,727 -66,473 671,254 770,580 71,340 699,240
Department of Homeland Secufity ..........cccccvevenn. 78,589 -9,491 69,098 60,601| -10,183 50,418 54,690| 11,490 43,200
Department of Housing and Urban Development .................. 45,397 -2,962 42,435 46,839 -4,005 42,834 46,509 -2,107 44,402
Department of the INterior ... 16,357 -7,293 9,064 16,838 -5,961 10,877 16,983 -6,455 10,528
Department of Justice 24,567 -1,243 23,324 24,006 -967 23,039 25,086 -1,041 24,045
Department of Labor ... 46,350 -3,212 43,138 51,230 -3,790 47,440 55,937 -3,641 52,296
Department of State ......... 13,910 -948 12,962 17,640 -1,318 16,322 18,385 -1,582 16,803
Department of TranSportation ..........cocveeeveernreneenensnennenens 60,827 -688 60,139 64,089 -314 63,775 67,373 -341 67,032
Department of the Treasury ........creeneeneeernerssereenees 480,937 -16,225| 464,712 508,178| 17,671 490,507 543,672 -18,682| 524,990
Department of Veterans Affairs . 76,196 -6,389 69,807 78,425 -6,100 72,325 88,293 -5,005 83,288
Corps of Engineers-Civil Works 9,543 -2,599 6,944 8,632 -1,075 7,557 7,535 -1,055 6,480
Other Defense Civil Programs 44,451 -15 44,436 47,650 -14 47,636 49,112 -14 49,098
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Table 21-1. TOTAL OUTLAYS, GROSS AND NET OF OFFSETTING COLLECTIONS AND RECEIPTS—Continued
FROM THE PUBLIC, BY AGENCY, 2006-2008

(In millions of dollars)

2006 2007 2008

Outlays Gross |  Offsetting Outlays Gross |  Offsetting Outlays Gross |  Offsetting

Department or Other Unit of Collections | Collections of Collections |  Collections of Collections | Collections
and Receipts | and Receipts | Net Outlays | and Receipts | and Receipts | Net Outlays | and Receipts | and Receipts | Net Outlays

from the from the from the from the from the from the

Public Public Public Public Public Public

Environmental Protection Agency 8,728 -407 8,321 8,404 -366 8,038 8,208 -430 7,778
Executive Office of the President .. 5,382 -3 5,379 2,679 -2 2,677 1,391 -2 1,389
General Services Administration ... 721 -697 24 1,002 -504 498 1,350 -522 828
International Assistance Programs ..... 29,776| -15,832 13,944 33,3821 -16,321 17,061 31,885| 13,926 17,959
National Aeronautics and Space Administration 11,878 3,247 15,125 16,381 -238 16,143 17,488 -238 17,250
National Science Foundation ............. 5,546 -4 5,542 5,862 -2 5,860 6,028 -2 6,026
Office of Personnel Management .. 73,561 -11,161 62,400 70,364 -11,562 58,802 76,371 -12,209 64,162
Small Business Administration ... 1,976 -1,071 905 1,508 -833 675 781 -56 725
Social Security Administration ............ 593,142 -7,399 585,743| 630,650 -7,731 622,919 662,085 -7,618 654,467
Export-Import Bank of the United States 334 —2,525 -2,191 474 -1,811 -1,337 247 -220 27
Federal Deposit Insurance Corporation . —425 -252 -677 -944 -865 -1,809 -367 -2,526 -2,893
Postal Service .......coccomveeneennineinienas 69,377 70,348 =971 76,417 -73,672 2,745 74527 -76,733 2,206
Railroad Retirement Board ..... 6,012 -2,690 3,322 6,404 2,408 3,996 6,657 -1,474 5,183
Other Independent Agencies 26,816 13,366 13,450 27,7481 -12,635 15,113 27902 -12,927 14,975
AIOWEANCES ...vveeveerereieieteiseeseiseissisesssssstsstsssesssssessessessesssssessessssnns | sesssssssssssssnes | sessensssssnnsnses | sesesessessesas 8,002 ..o 8,002 2,269 | .o 2,269
Undistributed Offsetting Receipts -230,152 -7,396| -237,548| -242,450| -20,690| -263,140| -257,206| -21,496| -278,702
TOMAIS .o s 2,935,498| -280,063| 2,655,435| 3,100,254| -315,987| 2,784,267| 3,221,122 -319,261| 2,901,861
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When money is received by the Federal Government,
it is credited to an account, and when money is spent
by the Government, it is taken from an account. All
budget accounts belong to one of two groups of funds:
Federal funds and trust funds. This section presents
summary information about the transactions of each
of these two fund groups. Information is provided about
the income and outgo of the major trust funds and
a number of Federal funds that are financed by ear-
marked collections in a manner similar to trust funds.

Federal Funds Group

The Federal funds group accounts for a larger share
of the budget than the trust funds group, and includes
all transactions that are not required by law to pass
through trust funds.

The Federal funds group includes the general fund,
which is the largest fund in the Government and is
used to carry out the general purposes of Government
rather than being restricted by law to a specific pro-
gram. The general fund receives all collections not ear-
marked by law for some other fund, including virtually
all income taxes and many excise taxes. Together with
Treasury borrowing, the general fund finances all ex-
penditures not financed by earmarked collections.

The Federal funds group also includes special funds
and revolving funds, which receive earmarked collec-
tions for spending on specific purposes. Where the law
requires that Federal fund collections be earmarked to
finance a particular program, the collections and associ-
ated disbursements are recorded in special fund receipt
and expenditure accounts. An example is the portion
of the Outer Continental Shelf mineral leasing receipts
deposited into the Land and Water Conservation Fund.
The majority of special fund collections are derived from
the Government’s power to impose taxes, fines, and
other compulsory payments. Money in these funds must
be appropriated before it can be obligated and spent.
Although a majority of special fund collections are de-
rived from the Government’s power to compel payment,
significant amounts of collections credited to special
funds are derived from business-like activity, such as
the receipts from Outer Continental Shelf mineral leas-
ing.

Revolving funds are used to conduct continuing cycles
of business-like activity. Revolving funds receive money
collected from the sale of products or services and these
proceeds are used to finance spending of the program
providing the products or services. Instead of being de-
posited in receipt accounts, the programs’ proceeds are
recorded in the revolving funds, which are expenditure
accounts. The proceeds collected in this way are gen-
erally available automatically for obligation and ex-
penditure. Outlays for programs with revolving funds

are reported net of these collections, which are known
as “offsetting collections” because they offset outlays
rather than being recorded as Governmental receipts.
There are two classes of revolving funds. Public enter-
prise funds, such as the Postal Service Fund, conduct
business-like operations mainly with the public.
Intragovernmental funds, such as the Federal Buildings
Fund, conduct business-like operations mainly within
and between Government agencies.

Trust Funds Group

The trust funds group consists of funds that are des-
ignated by law as trust funds. Like special funds and
revolving funds, they receive earmarked collections for
spending on specific purposes. Many of the larger trust
funds are used to finance social insurance payments,
such as Social Security, Medicare, and unemployment
compensation. Other major trust funds finance military
and Federal civilian employees’ retirement benefits,
highway and transit construction, and airport and air-
way development. There are a few trust revolving funds
that are credited with collections earmarked by law
to carry out a cycle of business-type operations. There
are also a few small trust funds that have been estab-
lished to carry out the terms of a conditional gift or
bequest.

There is no substantive difference between special
funds in the Federal funds group and trust funds or,
as noted below, between revolving funds and trust re-
volving funds. Whether a particular fund is designated
in law as a trust fund is, in many cases, arbitrary.
For example, the National Service Life Insurance Fund
is a trust fund, but the Servicemen’s Group Life Insur-
ance Fund is a Federal fund, even though both are
financed by earmarked fees paid by veterans and both
provide life insurance payments to veterans’ bene-
ficiaries. !

The meaning of the term “trust” in the Federal Gov-
ernment budget differs significantly from the private
sector usage. The beneficiary of a private trust owns
the trust’s income and often its assets. A custodian
or trustee manages the assets on behalf of the bene-
ficiary according to the stipulations of the trust, which
neither the trustee nor the beneficiary can change uni-
laterally. In contrast, the Federal Government owns
the assets and the earnings of most Federal trust funds,
and it can unilaterally raise or lower future trust fund
collections and payments, or change the purpose for
which the collections are used, by changing existing
law. Only a few small Federal trust funds are managed

1 Another example is the Violent Crime Reduction Trust Fund, established pursuant to
the Violent Crime Control and Law Enforcement Act of 1994. Because the Fund is sub-
stantively a means of accounting for general fund appropriations, and does not have any
dedicated receipts, it is classified as a Federal fund rather than a trust fund, notwithstanding
the presence of the words “Trust Fund” in its official name.
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pursuant to a trust agreement whereby the Govern-
ment acts as the trustee, and even then the Govern-
ment generally owns these funds and has some ability
to alter the amount deposited into or paid out of these
funds. Deposit funds, which are funds held by the Gov-
ernment as a custodian on behalf of some non-govern-
mental entity, are similar to private-sector trust funds.
The Government makes no decisions about the amount
of money placed in deposit funds or about how the
proceeds are spent. Therefore, these funds are consid-
ered to be non-budgetary instead of Federal trust funds
and are excluded from the Federal budget.

A trust fund must use its income for the purposes
designated by law. Some, such as the Federal Employ-
ees Health Benefits fund, spend their income almost
as quickly as it is collected. Others, such as the Social
Security and the Federal civilian employees’ retirement
trust funds, currently spend considerably less than they
collect each year. A surplus of income over outgo adds
to the trust fund’s balance, which is available to finance
future expenditures. The balances are generally re-
quired by law to be invested in Treasury securities.?2

A trust fund normally consists of one or more receipt
accounts (to record income) and an expenditure account

2The relationships between Treasury securities held by trust funds (and by other Govern-
ment accounts), debt held the public, and gross Federal debt are discussed in Chapter
16 of this volume, “Federal Borrowing and Debt.”

(to record outgo). However, a few trust funds, such as
the Veterans Special Life Insurance fund, are estab-
lished by law as trust revolving funds. These funds
are similar to revolving funds in the Federal funds
group, in that they may consist of a single account
to record both income and outgo. They are used to
conduct a cycle of business-type operations; offsetting
collections are credited to the funds (which are also
expenditure accounts); and their outlays are displayed
net of the offsetting collections.

Income and Outgo by Fund Group

Table 22—1 shows income, outgo, and surplus or def-
icit by fund group and in the aggregate (netted to avoid
double-counting) from which the total unified budget
receipts, outlays, and surplus or deficit are derived.
The estimates assume enactment of the President’s
budget proposals. Income consists mostly of receipts
(derived from governmental activity—primarily income,
payroll, and excise taxes—and gifts). It also consists
of offsetting receipts, which include proprietary receipts
(derived from business-like transactions with the pub-
lic) and interfund collections (receipts by one fund of
payments from a fund in the other fund group) that
are deposited into receipt accounts. Outgo consists of

Table 22-1. RECEIPTS, OUTLAYS AND SURPLUS OR DEFICIT BY FUND GROUP
(In billions of dollars)
2006 Estimate
Actual 1 ogq7 2008 2009 2010 2011 2012
Receipts:
Federal funds cash income:
FIOM the PUDIC ..vveeeiececereise ettt snsessensessnes 1,569.8 1,679.9 1,742.1 1,834.9 1,926.5 2,020.7 2,171.3
From trust fUNGS: ...ococeeceece ettt s 2.1 24.8 42 15 15 1.6 1.8
Total, Federal funds Cash iNCOME ........c.ccceeeviireeiieiieceeee et 1,572.0 1,704.7 1,746.3 1,836.3 1,928.1 2,022.3 2,173.1
Trust funds cash income:
FrOom the PUDNC ...ttt s 961.5 1012.1 1069.7 11147 1177.2 1241.1 1302.7
From Federal funds:
G- TR 1713 183.5 194.8 208.1 223.7 239.7 254.8
OHNET ettt 298.9 316.3 338.1 352.2 3749 403.2 428.6
Total, trust funds cash INCOME ........ccceerireieiiiiieee et 1,431.7 1,511.9 1,602.6 1,675.0 1,775.8 1,884.0 1,986.1
Offsetting receipts -596.4 —-676.5 -686.4 -713.0 -749.1 -802.8 -851.9
Total, unified bUAEt TECEIPES ...vvuverrerceereirecieese et sess e 2,407.3 2,540.1 2,662.5 2,798.3 2,954.7 3,103.6 3,307.3
Outlays:
Federal funds Cash OULJO ........ceirieiuriiriirieiieieee ettt 2,109.2 2,194.4 2,279.6 2,334.5 2,357.0 2,425.4 2,469.8
Trust funds cash outgo 1,142.6 1,266.3 1,308.7 1,363.9 1,441.2 1,534.7 1,628.4
OFfSEHING TECEIPLS .vvvrvriveieiiciiire ettt bbb -596.4 —-676.5 —-686.4 -713.0 -749.1 -802.8 -851.9
Total, unified budget QUHAYS .......cvureiericieiiis et 2,655.4 2,784.3 2,901.9 2,985.5 3,049.1 3,157.3 3,246.3
Surplus or deficit (-):
Federal funds -537.3 -489.7 -533.3 -498.2 -428.9 -403.1 -296.7
TIUSE TUNAS oottt bbbttt aenann 289.1 245.6 293.9 311.1 3345 349.3 357.7
Total, unified SUPIUS/AEFICI (=) .vurvvureeereieiieeiec e -248.2 —244.2 -239.4 -187.2 -94.4 -53.8 61.0

Note: Receipts include governmental, interfund, and proprietary receipts. Receipts exclude intrafund receipts, which are offset against intrafund payments so that cash income

and cash outgo of the fund group are not overstated.
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payments made to the public or to a fund in the other
fund group.

Two types of transactions are treated specially in the
table. First, income and outgo for each fund group net
out all transactions that occur between funds within
the same fund group.3 These intrafund transactions
constitute outgo and income for the individual funds
that make and collect the payments, but they are offset-
ting for the fund group as a whole. The totals for each
fund group measure only the group’s transactions with
the public and the other fund group. Second, income
is computed net of the collections that are offset against
outgo in revolving fund expenditure accounts. 4 It would
be conceptually appropriate to classify these offsetting
collections as income, but at present the data are not
tabulated centrally for both fund groups. Consequently,
they are offset against outgo in Table 22-1 and are
not shown separately.

Some funds in the Federal funds group and some
trust funds are authorized to borrow from the general

3For example, the railroad retirement trust funds pay the equivalent of Social Security
benefits to railroad retirees, in addition to the regular railroad pension. These benefits
are financed by a payment from the Federal Old-Age and Survivors Insurance trust fund
to the railroad retirement trust funds. The payment and collection are both deducted so
that total trust fund income and outgo measure disbursements to the public and to Federal
funds.

4For example, postage stamp fees are deposited as offsetting collections in the Postal
Service fund. As a result, the Fund’s outgo is disbursements net of collections.

fund of the Treasury.® Borrowed funds are not recorded
as receipts of the fund or included in the income of
the fund. The borrowed funds finance outlays by the
fund in excess of available receipts. Subsequently, fund
receipts are transferred from the fund to the general
fund in repayment of the borrowing. The repayment
is not recorded as an outlay of the fund or included
in fund outgo.

Some income in both Federal funds and trust funds
consists of offsetting receipts. For most budget pur-
poses, offsetting receipts are excluded from receipts fig-
ures and subtracted from gross outlays. There are two
reasons for the normal treatment:

o Business-like or market-oriented activities with the

public: The collections from such activities are de-
ducted from gross outlays, rather than added to
receipts, in order to produce budget totals for re-
ceipts and outlays that represent governmental
rather than market activity.
Intragovernmental transactions: Collections by one
Government account from another are deducted
from gross outlays, rather than added to receipts,
so that the budget totals measure the transactions
of the Government with the public.

5For example, the Bonneville Power Administration Fund, a revolving fund in the Depart-
ment of Energy, is authorized to borrow from the general fund, and the Black Lung Dis-
ability Trust Fund in the Department of Labor is authorized to receive appropriations
of repayable advances from the general fund (a form of borrowing).

Table 22-2. INCOME, OUTGO, AND BALANCES OF TRUST FUNDS GROUP
(In billions of dollars)
2006 Estimate
Adual 1 5007 | 2008 | 2000 | 2010 | 2011 2012
Total Trust Funds
Balance, Start Of YEAT ...t 3,148.5 3,437.5 3,683.1 3,976.7 4,287.8 4,622.3 4,971.6
Income:
Governmental receipts 8915 929.4 985.3 1,025.7 1,082.0 1,139.6 1,193.8
Proprietary receipts 83.2 96.3 98.7 104.1 111.2 118.6 127.0
Receipts from Federal funds:
INEEIESE ©..vveeertetece e 171.3 183.5 194.8 208.1 2237 239.7 254.8
OINBE oottt 334.6 353.3 377.0 393.0 417.9 448.9 476.8
SUDLOtal, INCOME ...ovevreiceire ettt 1,480.7 1,562.5 1,655.8 1,730.8 1,834.7 1,946.8 2,052.4
Outgo:
To the public 1189.5 1292.2 1357.7 1418.3 1498.7 1596.0 1692.9
Payments to Federal funds 2.1 24.8 42 15 1.5 1.6 1.8
SUDLOtAl, OUEGO .ovvvevercriciee st 1191.6 1317.0 1361.9 1419.8 1500.2 1597.5 1694.7
Change in fund balance:
Surplus or deficit (-):
Excluding interest 117.7 62.1 99.1 103.0 110.9 109.6 102.9
Interest 171.3 183.5 194.8 208.1 2237 239.7 254.8
Subtotal, SUPIUS OF EFICIE (<) ...veuurererrererereereeeeeerseees et 289.1 245.6 293.9 31141 3345 349.3 357.7
Adjustments:
Transfers/lapses (net) * * =03 | e | e | e | e
Other adjustments * * L e | e | e | e
Total, change in fund balance 289.1 245.6 293.6 311.1 334.5 349.3 357.7
Balance, N Of YEAI ..ot 3,437.5 3,683.1 3,976.7 4,287.8 4,622.3 4,971.6 5,329.4
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Because the income for Federal funds and for trust
funds recorded in Table 22-1 includes offsetting re-
ceipts, those offsetting receipts must be deducted from
the two fund groups’ combined gross income in order
to reconcile to total (net) unified budget receipts. Simi-
larly, because the outgo for Federal funds and for trust
funds in Table 22—1 consists of outlays gross of offset-
ting receipts, the amount of the offsetting receipts must
be deducted from the sum of the Federal funds’ and
the trust funds’ gross outgo in order to reconcile to
total (net) unified budget outlays. Table 22—3 reconciles,
for fiscal year 2006, the gross total of all trust fund
and Federal fund receipts with the net total of the
Federal fund group’s and the trust fund group’s cash
income (as shown in Table 22—-1), and with the unified
budget’s receipt total.

Income, Outgo, and Balances of Trust Funds

Table 22-2 shows, for the trust funds group as a
whole, the funds’ balance at the start of each year,
income and outgo during the year, and the end of year
balance. Income and outgo are divided between trans-
actions with the public and transactions with Federal
funds. Receipts from Federal funds are divided between
interest and other interfund receipts.

The definition of income and outgo in this table dif-
fers from those in Table 22-1 in one important way.
Trust fund collections that are offset against outgo (as
offsetting collections) within expenditure accounts in-
stead of being deposited in separate receipt accounts
are classified as income in this table but not in Table
22-1. This classification is consistent with the defini-
tions of income and outgo for trust funds used else-
where in the budget. It has the effect of increasing
both income and outgo by the amount of the offsetting
collections. The difference was approximately $49 bil-
lion in 2006. Table 22-2, therefore, provides a more
transparent summary of trust fund income and outgo.

The trust funds group is expected to have large and
growing surpluses over the projection period. As a con-
sequence, trust fund balances are estimated to grow
substantially, continuing a trend that has persisted
over the past two decades. The size of the anticipated
balances is unprecedented and results mainly from
changes in the way some trust funds are financed.

Primarily because of these changes, but also because
of the impact of real growth and inflation, trust fund
balances increased tenfold from 1982 to 2000, from
$205 billion to $2.1 trillion. The balances are estimated
to increase by more than 150 percent by the year 2012,

Table 22-3. RELATIONSHIP OF TOTAL FEDERAL FUND AND TRUST FUND
RECEIPTS TO UNIFIED BUDGET RECEIPTS, FISCAL YEAR 2006

(In billions of dollars)

Gross trust fund receipts
Gross Federal fund receipts

Total of trust fund receipts and Federal fund receipts

1,436.5
1,607.6

3,044.1

Deduct intrafund receipts (from funds within the same fund group):

Trust intrafund receipts
Federal intrafund receipts

Subtotal, intrafund receipts

Total of trust funds cash income and Federal funds cash income

Deduct offsetting receipts: !
Trust fund receipts from Federal funds:
Interest in receipt accounts
General fund payment to Medicare Parts B and D

Employing agencies’ payments for pensions, Social Security, and Medicare
General fund payments for unfunded liabilities of Federal employees retirement funds
Transfer of taxation of Social Security and RRB benefits to OASDI, HI, and RRB

Other receipts from Federal funds

Subtotal, trust fund receipts from Federal funds

Federal fund receipts from trust funds
Proprietary receipts

Subtotal, offsetting receipts

Unified budget receipts

-4.8
-35.6

-40.4

3,003.7

-169.3
-162.6
-49.7
-51.6
-33.5
-3.5

-470.2

-2.1
-1241

-596.4

2,407.3

1 Offsetting receipts are included in cash income for each fund group, but in the unified budget totals are ex-
cluded from the receipts total and instead deducted from outlays
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rising to $5.3 trillion.® Almost all of these balances
are invested in Treasury securities and earn interest.
Therefore, they represent the value, in current dollars,
of taxes and user fees that have been paid in advance
for future benefits and services.

Until the 1980s, most trust funds operated on a pay-
as-you-go basis. Taxes and user fees were set at levels
high enough to finance program expenditures and ad-
ministrative expenses, and to maintain prudent re-
serves, generally defined as being equal to one year’s
expenditures. As a result, trust fund balances tended
to grow at about the same rate as their annual expendi-
tures.

Pay-as-you-go financing was replaced in the 1980s
by full or partial advance funding for some of the larger
trust funds. In order to partially prefund the Social
Security benefits of the “baby-boomers”, the Social Se-
curity Amendments of 1983 raised payroll taxes above
the levels necessary to finance current expenditures.
In 1984 a new system was set up to finance military
retirement benefits on a full accrual basis. In 1986
full accrual funding of retirement benefits was man-
dated for Federal civilian employees hired after Decem-
ber 31, 1983. The latter two changes require Federal
agencies and their employees to make annual payments
to the Federal employees’ retirement trust funds in an
amount equal to the retirement benefits earned by em-
ployees. Since many years will pass between the time
when benefits are earned and when they are paid, the
trust funds will accumulate substantial balances over
time.

These balances are available to finance future benefit
payments and other trust fund expenditures—but only
in a bookkeeping sense. These funds are not set up
to be pension funds, like the funds of private pension
plans. The holdings of the trust funds are not assets
of the Government as a whole that can be drawn down
in the future to fund benefits. Instead, they are claims
on the Treasury. When trust fund holdings are re-
deemed to pay benefits, Treasury will have to finance

6The trust fund balances shown here reflect the Administration’s proposal to add Personal
Retirement Accounts (PRAs) as part of a reform to return the Social Security program
to solvency. Because the PRAs would be privately owned, their balances would not be
included in the budget or in trust fund balances. Diverting a portion of payroll taxes
into PRAs would slow the growth of aggregate trust fund balances in the short term,
but in combination with other reforms to restore Social Security to solvency would have
a positive effect on trust fund balances in the long run.

the expenditure in the same way as any other Federal
expenditure: out of current receipts, by borrowing from
the public, or by reducing benefits or other expendi-
tures. The existence of large trust fund balances, there-
fore, does not, by itself, increase the Government’s abil-
ity to pay benefits.

From an economic standpoint, the Government is able
to prefund benefits only by increasing saving and in-
vestment in the economy as a whole. This can be fully
accomplished only by simultaneously running trust
fund surpluses equal to the actuarial present value of
the accumulating benefits while maintaining an un-
changed Federal fund deficit, so that the trust fund
surplus reduces the unified budget deficit or increases
the unified budget surplus. This would reduce Federal
borrowing by the amount of the trust funds surplus
and increase the amount of national saving available
to finance investment. As long as the increase in Gov-
ernment saving is not offset by a reduction in private
saving, greater investment would increase future in-
comes and wealth, which would provide more real eco-
nomic resources to support the benefits.

Table 22-4 shows estimates of income, outgo, and
balances for 2006 through 2012 for the major trust
funds. With the exception of transactions between trust
funds, the data for the individual trust funds are con-
ceptually the same as the data in Table 22-2 for the
trust funds group. As explained previously, transactions
between trust funds are shown as outgo of the fund
that makes the payment and as income of the fund
that collects it in the data for an individual trust fund,
but the collections are offset against outgo in the data
for the trust fund group as a whole. Additional informa-
tion for these and other trust funds can be found in
the Status of Funds tables in the Budget Appendix.

Table 22-5 shows income, outgo, and balances of five
Federal funds—three revolving funds and two special
funds. All these funds are similar to trust funds in
that they are financed by earmarked receipts, the ex-
cess of income over outgo is invested, the interest earn-
ings add to balances, and the balances remain available
to finance future expenditures. The table is illustrative
of the Federal funds group, which includes many other
revolving funds and special funds in addition to the
ones shown.
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Table 22-4. INCOME, OUTGO, AND BALANCES OF MAJOR TRUST FUNDS

(In billions of dollars)

2006 Estimate
Acual | o007 | 2008 | 2000 | 2010 | 2011 2012
Airport and Airway Trust Fund
Balance, start of year 11.3 10.3 10.2 8.6 9.2 10.2 1.5
Income:
Governmental receipts ... 10.6 1.4 12.1 43 47 5.1 55
Proprietary receipts ............. 0.1 * * * * * *
Receipts from Federal funds
Interest 0.5 05 05 04 0.4 04 04
(0]1(17:T SR * 0.2 * * * * 0.1
Receipts from TrUSE fUNAS ..ot sssssisniesiesens | stnsinsinsnns | seneenesneinees | eeveenennesnes | esveesennennens | seseneesennens | seesnssnniens | eneeseensensenns
SUDLOLAl, INCOME .ottt bbbt 1.2 121 12.6 4.8 51 55 59
Outgo:
To the public 12.1 12.3 14.2 42 41 4.2 4.3
Payments t0 Other fUNOS ........c.cccorieniiii s | s | s | svvsssnnnninns | v | s | oo | s
SUDLOtAl, OUEGO .oovvevercricir st 12.1 12.3 14.2 42 41 42 4.3
Change in fund balance:
Surplus or deficit (-):
Excluding interest -14 -0.7 -2.0 0.2 0.6 0.9 1.2
Interest 0.5 05 05 04 04 04 04
Subtotal, SUrPIUS OF AEFICIE (=) w.uvvvererriirrcrirei e -1.0 -0.2 -15 0.6 1.0 1.3 1.6
Adjustments:
Transfers/lapses (NE1) ..o sssssssesssenesenesins | snvssseesnenes | vevonsesinnns | svesineeninne | s | e | oo | e
Other adJUSIMENTS .......vucieiieciieeiresic et esissssenseens | vevsnesesinnns | evvennenieninee | sesvesenenienne | veresnnninnes | sennrennennen | e | e
Total, change in fund DaAlANCE ..ot -1.0 -0.2 -15 0.6 1.0 1.3 1.6
Balance, €N O YEAI ......c.viiiieiieiirc et 10.3 10.2 8.6 9.2 10.2 11.5 13.2
Memorandum commitments against balance, end of year:.
Obligated balances 7.6 6.5 39 5.0 5.6 5.6
Unobligated balances .. 1.0 17 1.6 04 | o | v | e
Total commitments 8.6 8.2 55 5.4 55 5.6 5.6
Uncommitted balance, end of year 1.8 2.0 3.1 3.8 4.7 5.9 7.5
Federal Civilian Employees Retirement Funds
Balance, Start Of YOI ... 674.8 704.5 716.9 754.5 793.5 835.0 878.4
Income:
Governmental receipts 43 47 4.6 4.8 4.9 5.0 5.0
Proprietary rECEIPLS ...ttt sssssssssssssstessensens | sevnssssinsinnss | seneenesneinees | seeseenennernes | esvensennennens | esveneniennens | nesseseniens | eneessensensenns
Receipts from Federal funds:
Interest 37.2 429 44.6 455 46.6 47.0 46.3
Other ... 46.9 50.1 53.4 56.2 59.7 63.3 67.4
Receipts from TrUSt fUNGAS ........coieeeeeiiricieircsireeeneesesssiesisessesisenessenssssessnnnens | ernssnennenee | sevvsssnennene | neevnsnesnens | sovervnnnenines | evnnessnnenine | oevneeeninnnes | sveseneneninens
SUDLOal, INCOME ..cvueereecereireeicer ettt 88.5 97.7 102.6 106.5 1111 115.2 118.6
Outgo:
To the public 58.7 62.3 65.0 67.4 69.7 71.8 74.0
Payments t0 Other fUNAS ...t sssenssesesssesesinees | eeesisssenines 2301 | e | v | e | e | e
SUDLOtAl, OUEGO eooeveeercerceeeeeceese ettt 58.7 85.3 65.0 67.4 69.7 71.8 74.0
Change in fund balance:
Surplus or deficit (-):
Excluding interest -7.5 -30.5 -7.0 -6.5 -5.1 -3.6 -1.6
Interest 37.2 42.9 44.6 455 46.6 47.0 46.3
Subtotal, SUPIUS OF EFICHE (=) w.uvurerrerieeireiecseee et 29.7 12.4 37.6 39.0 414 434 446
Adjustments:
Transfers/lapSES (ME) .......cceeriuerrneieieeeiesiseie et sesessessssssesssesessnesnns | sessnesissnesns | nessnessesnens | evveninesneninee | senesnenienine | vvnesneinnnes | s | eenneenssnens

Other adiUSIMENTS .......cvuiiiiirire e
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Table 22-4. INCOME, OUTGO, AND BALANCES OF MAJOR TRUST FUNDS—Continued

(In billions of dollars)

2006 Estimate
Adual 1 5007 | 2008 | 2000 | 2010 | 2011 2012
Total, change in fund DaANCE ... 29.7 12.4 37.6 39.0 414 434 446
BalanCe, N Of YT ...ttt sttt 704.5 716.9 754.5 793.5 835.0 878.4 923.0
Federal Employees Health Benefits Fund
Balance, start of year 12.5 14.8 16.4 171 17.7 18.4 19.4
Income:
GOVEINMENTAl TECEIPLS ...vvuvrcereirrireirseeise sttt st ssesbe st sesssessssssssesssenss | svesssssnssnnss | evvsssnessnsinns | sevvsssnssinnine | veevesnesinns | snevvsssnennnns | eesesssssnenins | sevsseeeeseens
Proprietary receipts 9.1 9.4 10.0 10.7 11.6 12.6 13.5
Receipts from Federal funds:
INEEIESE ..cvvoeertceeces et 0.6 0.7 0.7 0.8 0.8 0.8 0.9
(0]147-T SR 23.9 24.7 26.3 28.1 30.2 32.7 34.8
Receipts from TIUSE fUNAS ......oveeveerrierieieieis s sssssssssssssssssssssessessense | svssssessensnnss | sesvssnsssssnnss | svevessessnssns | sesvessessnssess | sesvessessnssnns | sossensensensens | sossssseneeneens
Subtotal, income 335 34.8 37.1 39.6 426 46.1 491
Outgo:
To the public 31.3 33.2 36.4 39.0 41.9 45.0 48.3
Payments t0 OthEr fUNAS ...t ssstessessssssssssssssnsnns | evnsesssnsinns | svevnssnesnnsne | veevnsenesnnss | sonervnsneninns | eevneenssnenins | sesvveeseesneses | sossesssnsenees
SUDLOtAl, OUIGO .oovveeircrier st 31.3 33.2 36.4 39.0 41.9 45.0 48.3
Change in fund balance:
Surplus or deficit (-):
Excluding interest 1.7 0.9 = -0.1 -0.2 0.2 =
Interest 0.6 0.7 0.7 0.8 0.8 0.8 0.9
Subtotal, surplus or deficit (-) 2.3 1.6 0.7 0.6 0.7 1.1 0.8
Adjustments:
Transfers/lapSES (ME) ..o ssessssssssssssesssssesins | sessnesinsinenne | vesnessnenens | sveesnssnsninee | sevesnenienins | evnesneinnnes | svesvneninninnns | eeseennsnens
Other adJUSIMENLS .........ivuiercierieceireeieeeeiesie st sesssssssesssssns | srnsssnessnnsss | sessnsssnennee | eonersnessnens | eevnessnnnsinne | veesnesssnnns | eesnenneninens | oeseesssnenens
Total, change in fund DalANCE ... 2.3 1.6 0.7 0.6 0.7 1.1 0.8
Balance, N0 Of YEAI .......cviriririeieiee bbb 14.8 16.4 171 17.7 18.4 19.4 20.3
Foreign Military Sales Trust Fund
Balance, Start Of YEAT ...t 6.7 79 79 7.9 7.9 7.9 7.9
Income:
GOVEINMENTAl TECEIPES ...vvuvrcererreeeiieieisee et sisss et sssssenssesesssessssssenssssnenss | svesenesnesnnns | evvessnensnnnes | sesvsssnesinnne | veenesnesinnes | svervennennnns | eevnesvesinenins | sersneeseesneens
Proprietary receipts 14.2 15.1 13.1 114 11.7 11.9 12.1
Receipts from Federal funds:
Interest
(0111 RN
Receipts from Trust funds
SUDLOtal, INCOME ...ouevreicirrit et 14.2 15.1 13.1 114 1.7 11.9 121
Outgo:
To the public 13.0 15.1 13.1 114 11.7 11.9 12.1
Payments t0 OthEr fUNAS ...t sesssssesesssesssssssssnesens | evnssnesnenns | svevsssnesinenne | veevsenesnens | svesvnsinennnes | evvneevsssnenine | sevvessneineses | soesenessnsenens
SUDLOtAl, OUEGO eooeveeercerceeeeeceese ettt 13.0 15.1 13.1 114 11.7 11.9 121
Change in fund balance:
Surplus or deficit (-):
Excluding interest 1.2
INEEIESE oottt | tbesieerenies
Subtotal, SUrplus or defiCit (=) ...c..eveerveriieirererre e 1.2 | s | e | e | v | v |
Adjustments:
Transfers/lapSeSs (NEL) ..c.vveveeeeeereieieeeseissessssssssssssssssssessessessessessssessessesssssssssssssssssnssns | svessssssssssnns | svessessessssnns | svessessessensns | svessessessesses | svessessessenies | sessessenenies | seeseeseessenens
Other aJUSIMENES ......uiueiiiireeieieeie ittt sss et ssssssssstnnes | svssssesnsinnes | svsesinesinsines | sevvessnssinsine | seeensssnessnns | snssnsssnennnns | eenesnnsinenins | sersseenesneens
Total, chang