Guide to the Budget Control Act of 2011

The Budget Control Act of 2011, signed into law in early August, creates a mechanism to raise the national debt ceiling by between $2.1-2.4 trillion, coupled with matching deficit reductions.  Put another way, federal law now requires at least $2.117 trillion in deficit reduction over the next ten years.  The Act removed the immediate danger of default by providing an initial $900 billion increase in the debt limit.  It also dictated programmatic cuts totaling $917 billion in deficit reduction over the next 10 years, with $21 billion in cuts coming in FY 2012.  
The President can also tap into an additional $1.2 to $1.5 trillion in debt ceiling funding.  This amount is anticipated to give the Administration enough borrowing authority to get through the 2012 elections and avoid a debt ceiling controversy until 2013.  The precise amount of debt ceiling funding in the $1.2 to $1.5 trillion range depends on the actions of the “Joint Select Committee on Deficit Reduction,” (aka “super-committee”). 
   It must be comprised of 12 Members of Congress, three from each party in the House and Senate.  
Democrats picked:
· Sen. Patty Murray, co-chair, (D-WA)
· Sen. Max Baucus (D-MT)
· Sen. John Kerry (D-MA)
· Rep. Jim Clyburn (D-SC)
· Rep. Xavier Becerra (D-CA)
· Rep. Chris Van Hollen (D-MD).  
Republicans picked:
· Sen. Jon Kyl (R-AZ)
· Sen. Rob Portman (R-OH)
· Sen. Pat Toomey (R-PA)
· Rep. Jeb Hensarling, co-chair (R-TX)
· Rep. Dave Camp (R-MI)
· Rep. Fred Upton (R-MI). 
The super-committee must hold its first formal meeting by September 16, with recommendations on deficit cuts from congressional committees due by October 14.  It faces a November 23 deadline to vote (only a simple majority required) on a package of additional spending cuts or revenue enhancements to Congress.  Congress then faces a deadline of December 23 to hold up-or-down, simple majority votes on the legislation.  The President has until January 15, 2012 to sign the package into law.  The end product must contain $1.2 trillion in deficit reduction measures to avoid a process known as “budget sequestration.”
  Even if Congress enacts a law making, for example, $800 billion in deficit reductions, sequestration will still occur to make up the $400 billion balance.   Since 1985, the Administration’s Office of Management and Budget has been responsible for tracking and reporting on the need for sequestration.  
Under the Act’s sequestration requirements, the debt ceiling will rise by $1.2 trillion, accompanied by matching deficit reductions over the next 10 years.   The spending cuts will come equally from defense and non-defense spending, and within each of those categories, equally from mandatory and discretionary spending.  Only a few mandatory spending programs will be exempt, such as Social Security and military pay.  Others can only be cut in limited fashion, such as Medicare which can only be cut by two percent.  The result – all other programs will bear the necessary cuts.  
While much of the action this fall will take place in the room where the super-committee meets, we will also be watching a debate on the merits of a balanced budget amendment.  The law requires Congress to vote on a balanced budget amendment by the end of 2011.  In the extremely unlikely event that this constitutional amendment receives the necessary two-thirds vote in each House of Congress and then advances to the states for ratifications, the debt ceiling will be raised by $1.5 trillion instead of $1.2 trillion.  But it would still be paid for through budget sequestration.  
� The co-chairs recently selected Mark Prater, a longtime Senate Finance Committee staffer, as the committee’s staff director.  Mr. Prater is a tax policy expert who has worked on many bipartisan efforts.  Both parties have welcomed his appointment.  He hails from the Northwest and should be familiar with the value of electric cooperatives and power marketing administrations.  





� “Budget sequestration” originated in the 1985 “Gramm-Rudman-Hollings Balanced Budget Act,” which the new law amends.  Sequestration means “across-the board automatic spending cuts.”  








