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Topics Covered in This Presentation

= Qverview of scorekeeping

= Major legislative developments affecting the federal budget process

= Scorekeeping guidelines
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Scorekeeping: Background Information

Scorekeeping is the process of developing and recording consistent measures of the
budgetary effects—changes in federal spending, revenues, and deficits—of proposed and
enacted legislation.

The scorekeeping process, which has developed over time, is governed by law,
precedent, and rules.

Scorekeeping recognizes the distinctions among the major categories within the budget
and the jurisdictional boundaries between appropriation and authorization legislation:
Revenues and direct spending are subject to rules and procedures that differ from those
that apply to discretionary spending.

A key purpose of scorekeeping is to attribute budgetary effects to the pieces of legislation
that cause them, so that rules and procedures for budget enforcement may be applied.

For more information, see Congressional Budget Office, CBO Explains Budgetary Scorekeeping Guidelines (January 2021), www.cbo.gov/publication/56507. And for definitions of
various budgetary terms used in this presentation, see Congressional Budget Office, Glossary (June 2016), www.cbo.gov/publication/42904.
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Scorekeeping: CBO’s Role

CBO assists the Congress by providing cost estimates at various points in the legislative
process for appropriation and authorization legislation.

= The agency’s estimates are advisory; they can (but need not) be used by the House and
Senate Budget Committees for budget enforcement.

= For authorization legislation, CBO estimates the effects of direct spending and revenues
relative to CBO’s 10-year baseline projections, which generally reflect the assumption that
current law will not change; and

= The staff of the Joint Committee on Taxation, the official estimators for tax legislation
considered by the Congress, prepares most revenue estimates.



Timeline of Legislation Affecting the Federal Budget Process

(] () C
July 12, 1974 December 12, 1985 November 5, 1990 February 12, 2010 August 11, 2011 June 3, 2023
Congressional Balanced Budget and Federal Credit Statutory Budget Control Fiscal Responsibility
Budget and Emergency Deficit Reform Act of 1990 Pay-As-You-Go Act of 2011 Act of 2023
c Imp(:l[l\ndmf‘rgt7 4 Control Act of 1985 (P.L. 101-508) Act of 2010 (P.L. 112-25) (P.L. 118-5)
ontrol Act o (P.L. 99-177) , (P.L. 111-139) o
(P.L. 93-344) Required the costs of Reinstituted proce- Imposed caps on
Instituted a formal Provided specific all federal direct Established proce- dures set forth in the most discretionary
: rules for projecting loans and loan guar- dures to control the Deficit Control Act to funding for 2024 and
Congressional . .
mandatory spending,  antees to be record- effects of enacted automatically reduce  2025.
budget process, . L . .
. revenues, and discre-  ed on an accrual, legislation on the funding provided for
established CBO, and . o . : :
. \ tionary spending in rather than a cash, deficit by constrain- certain mandatory
outlined the agency's . : o .
the baseline. basis. ing increases in programs.

functions and duties,
which include
preparing the base-
line.

spending and reduc-
tions in revenues.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955.
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The Congressional Budget and
Impoundment Control Act of 1974
(the Budget Act)
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CBO Was Created Under the Budget Act

The Congressional Budget and Impoundment Control Act of 1974 instituted a
formal process for the Congress to develop, coordinate, and enforce budgetary
priorities.

The law created CBO to assist the newly established House and Senate Budget
Committees, and it outlines the agency’s functions and duties.

Among those duties, CBO is required to report projections of revenues, budget
authority (that is, authority to incur financial obligations that result in outlays), and
outlays.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955.
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CBO’s Role

CBO was established to give the Congress a stronger role in budget matters.

The agency provides analysis of budgetary and economic issues that is
objective and impartial. It is strictly nonpartisan and does not make policy
recommendations.

CBO follows processes that are specified in statute or that it has developed in
concert with the Budget Committees and Congressional leadership. CBO’s chief
responsibility under the Budget Act is to help the Budget Committees with the
matters under their jurisdiction.

For more information, see www.cbo.gov/about/overview.
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CBO’s Organization

The agency’s Director is appointed jointly by
the Speaker of the House and the President
pro tempore of the Senate and has a four-
year term.

CBO has about 270 employees. They are
hired solely on the basis of professional
competence, without regard to political
affiliation. Most have advanced degrees.

CBQ'’s organization consists of the Office of
the Director and nine divisions:

= Budget Analysis
= Financial Analysis
= Health Analysis

= Labor, Income Security, and Long-Term
Analysis

= Macroeconomic Analysis

= Management, Business, and Information
Services

= Microeconomic Studies
= National Security

= Tax Analysis
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CBO Provides Baseline Budget and Economic Projections

CBO prepares, and periodically
updates, a 10-year budget baseline
that serves as a benchmark for
measuring the effects of proposed
legislation.

The baseline reflects the assumption
that current laws governing spending
and revenues generally remain
unchanged, and it relies on CBO’s
forecasts of key economic factors.

For more information, see www.cbo.gov/data/budget-economic-data.

Table 1-1.

CBO'’s Baseline Budget Projections, by Category

Total
Actual, 2025- 2025-
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2029 2034
In billions of dollars
Revenues
Individual income taxes 2,176 2,447 2550 2,841 3,122 3,224 3,327 3,455 3,583 3,710 3,859 4,021 15,064 33,692
Payroll taxes 1,614 1,678 1,737 1,814 1,886 1,960 2,038 2,118 2,200 2,283 2,368 2,455 9,435 20,860
Corporate income taxes 420 525 490 470 459 462 461 463 466 471 495 507 2,342 4,744
Other® 230 239 260 268 289 298 307 318 412 435 454 476 1,423 3,518
Total 4,441 4,890 5,038 5,394 5,756 5,944 6,133 6,354 6,661 6,899 7,176 7,459 28,265 62,814
On-budget 3,247 3,652 3,751 4,053 4,365 4,501 4,635 4,799 5,048 5227 5442 5662 21,305 47,484
Off-budget” 1,194 1,238 1,287 1,341 1,391 1,443 1,498 1555 1,613 1,673 1,734 1,796 6,960 15,330
Outlays
Mandatory 3,758 4,121 4127 4285 4,484 4,758 4858 5,195 5455 5742 6,189 6,351 22,513 51,446
Discretionary 1,719 1,791 1,832 1,898 1,944 1,992 2,026 2,074 2,116 2,961 2,215 2,259 9,693 20,518
Net interest 658 892 1,016 1,061 1,084 1,136 1,199 1,278 1,373 1,484 1,594 1,710 5495 12,933
Total 6,135 6,805 6,975 7,244 7,512 7,886 8,082 8,547 8,944 9,387 9,998 10,320 37,701 84,897
On-budget 4914 5490 5,563 5,742 5920 6,201 6,298 6,660 6,949 7,276 7,784 8,000 29,724 66,393
Off-budget® 1,221 1,315 1,413 1503 1,592 1,685 1,784 1,887 1,995 2,111 2,214 2,320 7,976 18,504
Total deficit (-)° -1,694 -1,915 -1,938 -1,851 -1,756 -1,942 -1,949 -2,193 -2,283 -2,487 -2,822 -2,862 -9,436 -22,083
On-budget -1,666 -1,838 -1,812 -1,689 -1,555 -1,701 -1,663 -1,860 -1,901 -2,049 -2,341 -2,338 -8,419 -18,909
Off-budget® -27 -77 126 162 -201  -242  -286 -333  -382 -438 -481 -524 1,017 -3174
Primary deficit (-)=¢ -1,035 -1,023 -922 -790 -672 -807 -750 -915 -910 -1,004 -1,228 -1,151 -3,941 -9,150
Debt held by the public 26,236 28,178 30,188 32,118 33,949 35,960 37,965 40,198 42,508 45,014 47,819 50,664 n.a. n.a.


https://www.cbo.gov/data/budget-economic-data
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CBO Prepares Estimates of the Effects of Legislative Proposals

CBO fulfills thousands of requests for
technical assistance as lawmakers draft
legislation.

CBO is required to produce a cost
estimate for nearly every bill approved by
a full committee. The agency usually
produces 600 to 800 cost estimates each
year.

Those estimates include the impact of
federal mandates on state, local, and tribal

governments.

Furthermore, CBO tracks appropriation
actions.

For more information, see www.cbo.gov/cost-estimates.

‘@ Congressional Budget Office

Cost Estimate

June 10, 2024

At a Glance

H.R. 8070, Servicemember Quality of Life Improvement and National

Defense Authorization Act for Fiscal Year 2025
As reported by the House Committee on Armed Services on May 31, 2024

any of the four consecutive 10-year
periods beginning in 2035?

Increases on-budget deficits in any
of the four consecutive 10-year

periods beginning in 2035?

By Fiscal Year, Millions of Dollars 2024 2024-2029 2024-2034
Direct Spending (Outlays) 0 * *
Revenues 0 id id
Increase or Decrease (-) . .

in the Deficit 0

Spending Subject to .
Appropriation (Outlays) 0 854,739 not estimated
Increases net direct spending in Statutory pay-as-you-go procedures apply? Yes

Contains private-sector mandate?

Mandate Effects

Contains intergovernmental mandate?

Yes, Under
Threshold

No

* = petween -$500,000 and $500,000.
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CBO’s Estimates Have Certain Characteristics

The estimates focus on the next 10 years but sometimes look 20 years or more
into the future.

They generally reflect the middle of the distribution of likely outcomes.

They incorporate behavioral responses to the extent feasible, on the basis of the
available evidence.

They may be updated to account for new information and may change as a result.

And they include explanations of the analysis to the extent feasible.

For more information, see www.cbo.gov/cost-estimates.
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CBO Publishes About 70 Reports, Testimonies, and

Working Papers Each Year

CBOQ'’s reports cover every major area of
federal policy, including spending programs,
the tax code, and budgetary and economic
challenges.

The reports often present options for changes
in the federal program or tax rules under
consideration, but they make no
recommendations.

For more information, see www.cbo.gov/about/products.

O
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Congressional Budget Office \
Nonpartisan Analysis for the U.S. Congress \—

An Update to the Budget
and Economic Outlook:
2024 to 2034
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CBO’s Analysis Is Objective, Impartial, and Nonpartisan

CBO makes no policy recommendations.

It hires people on the basis of their expertise without regard to political affiliation.
The agency carefully considers whether potential analysts can perform objective
analysis, regardless of their own personal views.

CBO uses a common set of assumptions when analyzing different legislative
proposals to ensure that its estimates are consistent and impartial.

The agency’s estimates are inherently uncertain, but its goal is to produce
estimates that are in the middle of the distribution of potential outcomes.

For more information, see www.cbo.gov/about/processes.
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CBO’s Assessments Are Based on Detailed Analysis

CBO bases its assessments on:

Detailed understanding of federal programs and revenue sources;
Examination of the relevant research literature;
Analysis of data reported by federal statistical agencies and other groups;

Consultation with outside experts in academia, think tanks, industry groups, the
private sector, and federal, state, and local agencies; and

Discussion with CBO’s Panel of Economic Advisers and Panel of Health Advisers.

14



CBO Seeks To Provide Information When It Is Most Useful

CBO completes nearly all cost estimates before the legislation at issue comes to a
floor vote.

CBO estimates the effects of direct spending and revenues for bills considered
under suspension of the rules in the House and may provide budget information on
amendments.

To provide context for its estimates, CBO provides technical assistance, reports, and
other information to policymakers during earlier stages of the legislative process.

To bolster its responsiveness, CBO has expanded staffing in high-demand areas.
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CBO Makes Its Work Transparent in Different Ways

Testifying and publishing answers to
guestions

Explaining analytic methods

Releasing data

Analyzing the accuracy of its estimates

Comparing current estimates with previous
estimates

For more information, see www.cbo.gov/about/transparency.

Comparing its estimates with those of other
organizations

Estimating the effects of policy alternatives
Characterizing uncertainty of estimates
Creating data visualizations

Conducting outreach
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CBO’s Products Are Accessible

All of CBO’s reports and formal cost
estimates are shared widely and made
available on the agency’s website.

CBO publishes interactive graphics, including
graphics accompanying reports that make key
takeaways more easily accessible.

CBO produces versions of its reports that are
tailored for reading on mobile devices and in
web browsers.

©

How Increasing the Federal Minimum Wage Could Affect Employment and Family Income

This interactive tool—developed and updated by the Congressional Budget Office—allows users to explore the effects of policies that would increase the federal minimum
wage, which is $7.25 per hour and has not changed since 2009.

The default policy option in this interactive tool is based on the Raise the Wage Act of 2023 (S. 2488), which CBO analyzed in The Budgetary and Economic Effects of S. 2488, the
Raise the Wage Act of 2023. Under the default option, the first incremental increase in the minimum wage occurs in July 2024. Five years later, in July 2029, the minimum wage

reaches its target of $17 per hour. Thereafter, it is indexed to the median hourly wage. The subminimum wage for tipped workers reaches $17 per hour in July 2030 and equals
the regular minimum wage beginning the following year.

Users can also create custom policy options to examine how different approaches to changing the minimum wage would affect people’s earnings, employment, family
income, and poverty.

In general, increasing the federal minimum wage would raise the earnings and family income of most low-wage workers and thus lift some families out of poverty—but doing
so would cause other low-wage workers to become jobless, and their family income would fall.

OPTION

Raise the federal minimum wage to $17 by 2029 and gradually raise the subminimum wage for tipped workers to
be the same as the regular minimum wage. Thereafter, index both wages to the median wage. Eliminate the
subminimum wages for teenagers and disabled workers.

FEDERAL MINIMUM WAGE (7]
o——f) $ 17

SUBMINIMUM WAGE FOR TIPPED WORKERS (7]
O No change ($2.13)
O Half the regular minimum

Federal Minimum Hourly Wage as of July 1 Change in Employment in an Average Week

@ Same as the regular minimum - .

Dollars Millions of jobs
TARGET YEAR FOR FULL IMPLEMENTATION (7] 20 - iy
] 2029 18 o

16 -

0

ADJUSTMENTS AFTER TARGET YEAR [} 1]
O None
O Indexed to CPI 2
@ Indexed to median wage 10 A1

i

Ot—T1— 7171 T T T T T T 1 -3 T T T T T T T T 1
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033
mmm Minimum wage = = s Subminimum wage for tipped Mean estimate Range of likely outcomes

workers Download underlying data (.csv)

Download underlying data (.csv)
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The Balanced Budget and Emergency
Deficit Control Act of 1985
(the Deficit Control Act)
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The Deficit Control Act Provides Instructions for Preparing
Projections of Direct Spending and Revenues

The act specifies four assumptions that underlie baseline projections of direct
spending and revenues:

= Current laws in effect are generally assumed to continue;
= Entitlement authority is assumed to be fully funded;
= Certain expiring programs are assumed to continue; and

= Taxes dedicated to trust funds are assumed to continue.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955.

©
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Direct Spending Does Not Have to Flow Directly
Through the Treasury

Although the federal budget is primarily a tool for tracking the government’s cash flows, it also
serves as a measure of the scope of federal activities and their effects on the economy.

Treating the activities of some nonfederal entities as part of the federal budget, even if those
transactions would not flow through the Treasury, helps to accomplish that objective.

Example: The Universal Service Fund is administered by a not-for-profit corporation (the
Universal Service Administrative Corporation, USAC). USAC collects fees from
telecommunications companies and spends them on programs to increase access to internet
and telecommunications services.

For more information, see Congressional Budget Office, How CBO Determines Whether to Classify an Activity as Governmental When Estimating Its Budgetary Effects (June 2017),
www.cbo.gov/publication/52803; and see Consumer Fin. Prot. Bureau v. Cmty. Fin. Servs. Ass’n of Am., Ltd., 601 U.S. 416 (2024), https://tinyurl.com/56z4y9ad. 20
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The Deficit Control Act Also Provides Instructions for Preparing
Projections of Spending Subject to Appropriation

Budget authority is assumed to equal amounts provided in the current full-year
appropriation, with adjustments for inflation.

If full-year appropriations have not been enacted, budget authority is assumed to
reflect current-year levels.

Most discretionary funding is adjusted with the gross domestic product price index;
discretionary funding related to federal personnel is inflated using the employment
cost index for wages and salaries of workers in private industry.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955.

Discretionary funding is funding that is subject to the appropriation process. 21
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The Federal Credit Reform Act
of 1990 (FCRA)
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FCRA Requires the Costs of Federal Credit Programs to Be
Recorded on an Accrual Basis

In accordance with FCRA, the estimated net cost of a loan or loan guarantee is
recorded as a single number, called a present value, when the government makes
the commitment.

The present value depends on the discount rate, or rate of interest, that is used to
translate future cash flows into current dollars. For FCRA estimates, the projected
interest rates on Treasury securities with terms to maturity that correspond to the
terms of the loans or loan guarantees are used as the discount rates.

CBO incorporates that budgetary treatment of federal credit programs in its
baseline projections.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955.

Accounting on an accrual basis records the estimated lifetime cost of a loan or loan guarantee when it is disbursed or made. Accounting on a cash basis records costs when payments
are made and receipts when they are collected. The estimated net cost of a loan or loan guarantee is the estimated lifetime costs minus estimated receipts, including repayments of
principal and payments of interest. 23
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The Statutory Pay-As-You-Go Act
of 2010 (S-PAYGO)
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All Legislation Is Evaluated for Compliance With S-PAYGO

Only provisions that affect direct spending and revenues are subject to
S-PAYGO enforcement.

The Office of Management and Budget (OMB) enforces S-PAYGO requirements
through sequestration, a process of across-the-board reductions.

OMB uses 5- and 10-year scorecards to track budgetary effects of enacted legislation.

If certain procedures are followed, the Congress can require OMB to adopt the cost
estimates used during its consideration of legislation.

For more information, see Congressional Budget Office, The Statutory Pay-As-You Go Act and the Role of the Congress (August 2020), www.cbo.gov/publication/56506. 25
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The Budget Control Act
of 2011 (BCA)
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The BCA Limited Spending

The BCA reinstituted expired procedures contained in the Deficit Control Act that automatically
reduced funding provided for certain mandatory programs.

The act also established caps, from fiscal years 2012 through 2021, that limited funding for
discretionary programs.

The BCA directed OMB to decide the amount of the reduction each year for defense and
nondefense programs through sequestration.

Subsequent legislation extended the reductions on direct spending and specified that
reductions after 2021 would use the same percentages that were calculated for 2021.

To account for sequestration, CBO uses the reductions specified by OMB to adjust its baseline
projections of direct spending for affected programs.

For more information, see Congressional Budget Office, CBO Explains the Statutory Foundations of Its Budget Baseline (May 2023), www.cbo.gov/publication/58955. 27
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The Fiscal Responsibility Act
of 2023 (FRA)
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The FRA Imposed Caps on Most Discretionary Funding
for 2024 and 2025

To account for the caps on discretionary funding, CBO uses the amounts for 2025
to adjust its baseline projections of discretionary spending for affected programs.

The FRA also:

: Suspended the limit on federal debt through January 1, 2025;

: Rescinded certain unobligated funds provided in response to the
coronavirus pandemic;

: Modified work requirements for recipients of Supplemental Nutrition
Assistance Program benefits and Temporary Assistance for Needy
Families; and

: Rescinded certain funds provided to the Internal Revenue Service.

©
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Sequestration in 2025 Under Two Scenarios

Assumption:
Estimated base
funding under

the current
continuing
resolution

(annualized),
which extended

the activities

funded by
CAA, 2024, and
FCCA, 2024

Defense:
$888 billion
Nondefense:
$708 billion

Full-year
appropriations

Funding source on

January 1,2025

A subsequent
continuing
resolution

Amount of caps

(Specified in section 101)

Defense:
$895 billion
Nondefense:
$711 billion

(Set at 1% below CBO’s
estimate of base funding
under the CAA, 2023)

Defense:
$850 billion
Nondefense:
$736 billion

Timing of
sequestration order

FRA Section 101

Potential sequestration

Determination
within 15 days
of enactment
of the last full-year
appropriation act

Nondefense: None

CR funding is
below the cap

Defense: None

CR funding is
below the cap

FRA Section 102

Determination Defense: 4% cut?® Nondefense: None

made on $888 billion CR funding is
April 30 -$850 billion below the cap
$38 billion

CAA, 2023 = Consolidated Appropriations Act, 2023; CAA, 2024 = Consolidated Appropriations Act, 2024; FCAA, 2024 = Further Consolidated Appropriations Act, 2024;
FRA = Fiscal Responsibility Act of 2023.

a. To calculate the percentage of the cut, CBO assumed that the amount of defense resources subject to sequestration would match defense funding provided by the current
continuing resolution. Certain inclusions and exclusions from defense resources subject to sequestration required under current law could cause that percentage to differ.
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Scorekeeping Guidelines

©

31



Scorekeeping Guidelines: Background Information

Currently, 16 scorekeeping guidelines help scorekeepers attribute budgetary effects
correctly and minimize differences among the scorekeepers’ measurements of specific
budgetary effects.

The guidelines promote consistent treatment—over time, across programs, and among the
scorekeepers—of proposed or enacted legislation.

As long as any changes are approved unanimously, the scorekeepers can revise and expand
the guidelines.

The 16 scorekeeping guidelines address a range of budgetary situations, including how to
account for transfers of funds between federal programs and how to record government
purchases, leases, and sales of assets.

For more information, see Congressional Budget Office, CBO Explains Budgetary Scorekeeping Guidelines (January 2021), www.cbo.gov/publication/56507. 32
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Guidelines Used Primarily to Score Appropriation Bills

Guideline 4: Transfer of budget authority from a mandatory to a discretionary account

Guideline 5: Permissive transfer authority

Guideline 6: Reappropriations

Guideline 7: Advance appropriations

Guideline 8: Rescissions and transfers of unobligated balances

Guideline 9: Delay of obligations
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Guidelines Used to Determine Whose Legislation Gets Scored

In many cases, both authorizers and appropriators have a role in passing legislation necessary
to implement a program.

= Guideline 3: Direct spending programs

= Guideline 14: Scoring of receipt increases or direct spending reductions for administrative or
program management expenses

= Guideline 10: Contingent legislation
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