U.S. House of Representatives

Washington, DC 20515

CONGRESSIONAL BLACK CAUCUS ALTERNATIVE BUDGET FOR

FISCAL YEAR 2010

e Offered by Ms. LEE of California and Mr. SCOTT of Virginia
e Working off the Chairman’s mark, as amended, all calculations are for changes

above/below proposed Fiscal Year 2010 levels.

e The Congressional Black Caucus Alternative Budget does not assume any new tax

cuts that were not already assumed in the Chairman’s Mark.

EXECUTIVE SUMMARY

The Congressional Black Caucus (CBC) respectively submits this alternative budget for
Fiscal Year 2010. The CBC budget builds from the historic investments made by the
President’s budget and the Chairman’s Mark, which mirror the same priorities of the
Congressional Black Caucus and the Democratic Caucus at large. By investing in education,
health care, clean energy, transportation, and our veterans, the President’s budget and the
Chairman’s Mark are excellent blueprints to continue our economic recovery and return to
fiscal responsibility. However, the CBC Budget builds on these investments by immediately
repealing the 2001 and 2003 Bush-era tax cuts that benefit the wealthiest Americans and
shifts those savings towards Education, Health Care, Job Training, International Aid, Justice,

Transportation, and Veterans.

REVENUE RAISERS (in billions)

FY10 FY11 FY12 FY13 FY14
Rescind the tax cuts for the top
two income rates. Source: $31.8 $8.2 $0.0 $0.0 $0.0
CBPP/TPC
Eliminate phase-out and repeal of
PEP and PEASE. Source: CBPP/TPC $10.4 $2.9 $0.0 30.0 $0.00
Close the tax gap (non-corporate
avoidance and collection; includes
individuals and small businesses.) $10.0 $10.0 $10.0 $10.0 $10.0
Source: IRS/NTEU
Bush Debt Tax. Source: HWMC/JCT $4.7 $5.1 $5.5 $5.6 $6.3
TOTAL $56.9 $26.2 $15.5 $15.6 $16.3




Explanation of Revenue Raisers

» Rescind tax cuts for the top two income tax brackets

o
o

(0]

Revenue Effect: +$31.8 billion for FY 2010

The tax cuts enacted in 2001 and 2003 disproportionately benefit the
wealthiest Americans.

Estimates show that 99.7 percent of the benefits of the top two rates go to
households with incomes above $225,000, 86 percent go to households with
incomes above $500,000, and 65 percent go to households with incomes
above $1 million.

The CBC budget would rescind those tax cuts and restore the more fiscally
responsible tax rates that were in place in 2001 and throughout much of the
economic boom of the 1990s.

In 2010, the top two rates will affect married couples with incomes above
about $250,000 and single filers with incomes above about $200,000.

» Eliminate the repeal of PEP and PEASE

o
(0]

Revenue Effect: +$10.4 billion in FY10

The CBC budget would immediately restore two provisions enacted as part of
the Omnibus Reconciliation Act of 1990. The provisions—known as PEP, for
Personal Exemption Phase-out, and Pease, for its author, the late Rep. Donald
J. Pease (D-Ohio)—essentially make more income of wealthy Americans
subject to taxation. In 2001, the Economic Growth and Tax Relief
Reconciliation Act (the Bush Tax Cuts) enacted a phased-in repeal of these
provisions beginning in 2006. The President’s Budget assumes that this
repeal will expire in 2011.

98% of the cuts resulting from the repeal of PEP/Pease are currently going to
4.3% of U.S. households with incomes greater than $200,000; 64% of the cuts
will go to the 0.3% of households with annual incomes of more than $1
million. During the time this repeal and phase-out has been in effect,
government tax revenue has been reduced nearly $200 billion since 2001.
When the PEP and Pease repeals are fully phased-in in 2010, on average,
those making over $1 million will receive a $17,500 tax cut a year; $200,000
to $1 million will receive $650 a year; $100,000 to $200,000 will receive $11
a year; and taxpayers making under $100,000 will receive nothing.
Eliminating the repeal will not affect taxpayers making less than $100,000.

» Close the tax gap

o
(0}

Revenue Effect: +$10 billion in FY10

An analysis by the IRS suggests that the U.S. government collects around
$345 billion less than is owed to it annually. Most of this tax gap results from
underreporting of income and failure to collect reported tax obligations. This
amounts to a 16% noncompliance rate.

Further exacerbating the IRS’ efforts to close the tax gap is insufficient
funding of its enforcement apparatus, which makes it difficult to collect even
known tax debts, not even taking account for tax cheats.



o

The National Treasury Employees Union estimated that $31 in lost tax
revenue can be collected for every $1 invested in the IRS enforcement and
collections apparatus.

The CBC budget would invest $325 million in the IRS enforcement and
collections account with a net return to the Federal treasury of $10.7 billion
annually.

> Bush Debt Tax

(0}
o

Revenue Effect: +$4.7 billion in FY10

Borrowing a pay-for from the Blue Dog Coalition, the CBC proposes a surtax
of 0.565 percent on adjusted gross income (AGI) of taxpayers with AGI in
excess of $500,000 ($1,000,0000 for joint filers).

The surtax was a proposed pay-for for the Post-9/11 G.I. Bill when the House
was considering attaching the Post-9/11 G.I. Bill to the Emergency
Supplemental Appropriations Act, 2008, for military Operations in Iraq and
Afghanistan. The surtax passed the House but was taken out of the War
Supplemental in the Senate.

It is estimated that nearly $63 billion can be raised from the surtax over a
ten-year period.

The CBC proposes to use the proceeds of this surtax to reduce the Federal
Budget Deficit.

DEFICIT REDUCTION
For Fiscal Year 2010, the CBC Alternative Budget sets aside $20.5 billion for deficit
reduction. Over a five year period, the CBC Alternative Budget sets aside $52.9 billion for
deficit reduction. With lower deficits, the CBC Alternative saves nearly $7 billion in
mandatory net interest payments on the National Debt over a five year period.

Deficit Comparisons (In Billions) FY10 FY11 FY12 FY13 FY14 FY10-14

Congressional Black Caucus -$1,183.869 -$918.756 -$613.929 -$577.985 -$588.657 -$3,883.196
Chairman's Mark -$1,221.837 -$927.205 -$617.457 -$585.546 -$598.398 -$3,950.443
CBC Savings $37.968 $8.449 $3.528 $7.561 $9.741 $67.247

ADDRESSING WASTE, FRAUD AND ABUSE WITHIN THE DEPARTMENT OF

DEFENSE

» Defense Reallocation and Report by the Department of Defense

(0]

The CBC budget assumes that $300,000,000 will be reallocated within the
Department of Defense in order to implement the Government
Accountability Office (GAO) recommendations for improvement that will
produce tremendous cost savings within the Department. Between 2001 and



2007, GAO provided DoD with 2864 recommendations, many related to
improving their business practices. To date, DoD has implemented 1389
recommendations and closed 215 recommendations without
implementation. GAO estimates that the 1389 implemented
recommendations have yielded DoD a savings of $89 billion between FY01-
FY07. There are 1260 remaining recommendations.

0 DoD is asked to report to Congress within 90 days to demonstrate
implementation of each recommendation or show cause why such
recommendation cannot be implemented.

INVESTMENT IN THE GREEN ECONOMY

The growing “Green Economy” presents an opportunity to create large numbers of quality
green-collar jobs for American workers, to grow emerging industries, and to improve the
health of low- and middle-income Americans. Any public investment in the Green Economy
should include serious efforts to train, employ and provide public service opportunities
that lead to full-time employment in these industries. This is a significant opportunity to
make cost-effective public and private investments to rebuild and retrofit our

nation. Through increased spending in Functions 270 (Energy), 300 (Natural Resources)
and 500 (Education, Training, Employment and Social Services), the Congressional Black
Caucus Budget recommends the following:

Develop a career pipeline, particularly in low- and middle income communities,
through training, job readiness, and entrepreneurship programs. Help to ensure
that people who most need work are prepared for the family-sustaining jobs and
careers in energy efficiency and energy service industries. Local hiring practices
will be critical to engage these distressed communities.

Development of Green Energy Centers of Excellence at Historically Black Colleges
and Universities (HBCU’s) to research and develop new green technologies as well
as train implementers in the deployment of green innovation. HBCU’s maintain
unique relationships with communities of color, and we should implement their
ability to educate these communities on the opportunities in green industries and
the techniques needed to succeed into a larger energy strategy.

Ensure local and national certification standards for technical jobs to ensure
appropriate levels of expertise.

Apply large-scale energy-saving measures to the nation’s building stock, which will
create hundreds of thousands of green-collar jobs while dramatically reducing
American’s energy costs and greenhouse gas emissions.



AGGREGATE FUNCTION INCREASES FOR FY2010
All numbers are plus-ups to the Chairman’s mark, as amended. These numbers apply to
Fiscal Year 2010.

Function 050: National Defense $0.00
The CBC supports robust funding for our troops and America’s national defense. The CBC
Budget adopts the Chairman’s Mark for Defense spending. However, as in year’s past, the
CBC supports reducing funding for the failed Ballistic Missile Defense program and
reallocating those funds within the Defense Department to fund increases in shipbuilding,
troop readiness, military and civilian pay, cancer research, and mental health services.

The CBC has also consistently fought for funding to weed out waste, fraud and abuse within
the Department of Defense. The Defense Department has already saved an estimated $89
billion between FY01 and FY07 by implementing 1,389 of the GAO’s recommendations.
President Obama’s FY2010 Budget Overview reflects a similar commitment, as has the
Chairman’s Mark. As in previous CBC Budgets, the CBC assumes that $300 million of the
savings from cuts to the Ballistic Missile Defense program will be used by the Defense
Department to implement the remaining GAO recommendations to save the American
taxpayer billions of dollars.

Function 150: International Affairs +$2,500,000,000
The CBC commends the Chairman’s Mark for increasing funding for International Affairs by
11% over FY2009 levels. The CBC Budget provides for an additional $2.5 billion on top of
the Chairman’s Mark, which puts funding for International Affairs closer to the President’s
request of $51.7 billion.

This additional allocation should go towards increased funding for the Global Fund to Fight
AIDS, Tuberculosis and Malaria; USAID; Iraqi humanitarian assistance; migration and
refugee assistance; peacekeeping efforts in Darfur; education, healthcare and cultural
exchange programs; child survival and health programs; and development assistance.

Function 250: General Science, Space and Technology +$200,000,000
The CBC Budget assumes that additional funding for this function will apply towards NASA,
Noyce Scholarships, the National Science Foundation, the America COMPETES Act (Summer
Institutes and Outreach and Experiential-based Programs for Minority Students), the
ADVANCE Women's program, Graduate Research Fellowships, and other research related
programs. The CBC believes these additional investments in Science, Space and
Technology will create new jobs, lead to the development of new technologies, and ensure
America retains its competitiveness globally.



Function 270: Energy +$500,000,000
Building on the significant investments made by the American Recovery and Reinvestment
Act, the CBC Budget assumes that additional funding for this function will apply towards
the Weatherization Assistance Program, Energy Efficiency and Renewable Energy
Programs, and investments in clean energy technologies.

Function 300: Natural Resources and Environment +$1,000,000,000
The CBC Budget assumes that additional funding for this function will apply towards
increased funding for the Environmental Protection Agency, the HBCU Historic
Preservation Program, the National Park Service Underground Railroad Network to
Freedom, the Clean Water State Revolving Fund, Katrina-related Army Corps of Engineers
projects, the National Oceanic Atmospheric Administration, and Environmental Justice
related programs.

Function 350: Agriculture +$300,000,000
The CBC Budget assumes that additional funding for this function will apply towards the
Black/Minority Farmer Initiative, 1890 Land-Grant HBCUs, Community Connect
(Broadband) Grants, and Rural Food Assistance.

Function 370: Commerce & Housing Credit +$1,000,000,000
The CBC Budget assumes that additional funding for this function will apply towards Small
Business Administration Loan programs, PRIME, New Market Venture, Women'’s Business
Centers, Minority Business Development, Home Ownership Initiatives and other initiatives
to assist struggling homeowners.

Function 400: Transportation +$4,000,000,000
Building on the significant investments made by the American Recovery and Reinvestment
Act, the CBC Budget assumes that additional funding for this function will apply towards
NASA Aeronautics Research, Amtrak, Public Transit, Highways, Aviation, Ports, Railroads,
Bridges and other Infrastructure. Increased investments in transportation and
infrastructure projects will create jobs and help our economic recovery.

Function 450: Community & Regional Development +$1,500,000,000
The CBC Budget assumes that additional funding for this function will apply towards
Empowerment Zones, Homeless Assistance Grants, Home Funds, the Community
Development Block Grant, Section 108 Loans, Brownfield Redevelopment, Lead Hazard



Reduction, Rural Housing and Economic Development, Fair Housing Initiatives Program,
and funding for Elderly Housing.

Function 500: Education, Training, Employment & Social Services +$8,000,000,000
The CBC Budget assumes that additional funding for this function will apply towards
continued and sustained increases in education funding, especially for Title I and IDEA.
Even though Congress is to consider the reauthorization of the No Child Left Behind Act
this year, this additional funding should help address the huge shortfalls of this program
over the last eight years. The American Recovery and Reinvestment Act made substantial
increases, but the CBC Budget helps sustains many of these new investments.

In addition, this additional allocation should also be applied towards increases in funding
for Head Start, TRIO (including Upward Bound), GEAR UP, Youth Build, STEM programs,
Teacher Quality Grants, Arts in Education, Impact AID, Thurgood Marshall Legal Fund,
Education for Homeless Children and Youth, Reading is Fundamental, Trade Adjustment
Assistance, vocational education programs and Green Jobs programs. The CBC Budget also
accounts for funding many of the historic increases in funding for Historically Black
Colleges and Universities and Minority Serving Institutions as authorized in the Higher
Education Act reauthorization enacted in 2008.

Function 550: Health +$8,000,000,000
The CBC Budget includes additional funding to enhance and expand vital health care
programs. The CBC Budget accounts for increased funding for the Minority AIDS Initiative;
the Ryan White CARE Act; CDC Prevention activities for HIV, STDs, TB and Viral Hepatitis;
Housing for people living with HIV/AIDS; comprehensive sex education programs; the
National Center on Minority Health and Health Disparities; Physician Scientist Training
Program; NMAETC; National Family Caregiver Support Services; the Health Equity Fund;
Nursing Programs; Substance Abuse and Mental Health Services; Rural Health; Universal
Newborn Screening Program; Maternal and Child Health Block Grants; the National Cord
Blood Stem Cell Bank; Public Health Training Program; and additional investments in
Health Information Technology. The CBC Budget also assumes zeroing out funding for
ineffective abstinence only until marriage programs to recover $99 million in funding.
Such programs have consistently been proven to be ineffective.

The Congressional Black Caucus also supports efforts to reform the American Healthcare
System to reduce healthcare costs for American families and to expand access to quality
and affordable healthcare.



Function 600: Income Security +$2,000,000,000
As the economy continues to worsen, the CBC understands the increased need for income
security programs, such as the Supplemental Nutrition Assistance Program, Unemployment
Insurance, Medicaid, and COBRA. The American Recovery and Reinvestment Act makes
substantial investments in ensuring that more Americans have access to these programs
during times of economic hardship.

The CBC Budget assumes that additional funding for this function will apply towards Child
Support Enforcement; the Low Income Home Energy Assistance Program; Public Housing
(Operating and Capital Funds); HOPE VI; Homeless Assistance, Supportive Housing
programs for the Disabled and Elderly; the Child Care and Development Block Grant; the
Community Supplemental Food Program; the Social Services Block Grant; Child Welfare
Services; Adoption Opportunities; Independent Living and Training Vouchers; Women,
Infants and Children Program (WIC); Child Nutrition programs; the Supplemental Nutrition
Assistance Program; Section 8; Rural Housing Programs; and the HOME Investment
Partnerships Program.

Function 700: Veterans Benefits and Services +$2,000,000,000
The Congressional Black Caucus believes it is vitally important to provide for the care and
benefits that our Veterans rightly earned and deserve. The Independent Budget for the U.S.
Department of Veterans, compiled by AMVETS, Disabled American Veterans, Paralyzed
Veterans of America, and the Veterans of Foreign War, calls for funding the V.A. at $54.6
billion (discretionary) in FY 2010. The Congressional Black Caucus Budget goes slightly
above the Independent Budget by providing for $55.26 billion (discretionary) for the V.A.
in FY 2010.

The CBC Budget assumes that additional funding for this function will apply towards
Mental Health and PTDS initiatives; local clinic initiatives for non-urban areas;
TBI/Polytrauma; Traumatic Brain Injury; V.A. Mental Health Services; Vet Center expansion
and improvements; V.A. Substance Abuse Treatment Programs; Medical and Prosthetic
Programs; V.A. Workload Increases; Homeless Veterans Programs; Priority 8; Veterans’
Employment and Training Services; Construction of States Extended Care Facilities; and
V.A. construction projects (major upgrades and modernizations).

Function 750: Administration of Justice +$3,000,000,000
The CBC Budget assumes that additional funding for this function will apply towards the
Justice Assistance Grant Program; Juvenile Justice Programs; Civil Rights Enforcement;
Office of Justice Programs; Office of Violence Against Women; Byrne Grants; the COPS
Program; State and Local Law Enforcement Assistance Grants; the Residential Substance
Abuse Treatment Program; Boys and Girls Clubs; the Prisoner Reentry Program; Youth
Gang Intervention and Prevention Programs; and fully funding the recently enacted Second
Chance Act and the Emmett Till Unsolved Civil Rights Crime Act.



Function 800: General Government +$325,000,000
The CBC Budget assumes that additional funding for this function will apply towards the
Internal Revenue Service’s Enforcement and Collections divisions. This investment will
yield $10 billion in recovered tax revenue each fiscal year.

Function 920: Allowances/Homeland Security +$2,000,000,000
The CBC Budget assumes that additional funding for this function will apply towards the
Port Security Grant Program, Rail Security, Maritime Security, FEMA, the Transportation
Security Administration, Centers for Disease Control, Local Law Enforcement Terrorism
Prevention, and First Responders (State Homeland Security Program, Urban Area Security
Initiative, and the Firefighters Assistance Program).

TOTAL ADDITIONAL SPENDING FOR FY2010 $36,325,000,000,000



FIVE YEAR OVERVIEW OF SPENDING INCREASES OF CBC ALTERNATIVE BUDGET

Function

050: National Defense

150: International Affairs

250: General Science, Space & Technology
270: Energy

300: Natural Resources & Environment

350: Agriculture

370: Commerce and Housing Credit

400: Transportation

450: Community and Regional Development
500: Education, Job Training & Social Services
550: Health

570: Medicare

600: Income Security

650: Social Security

700: Veterans Benefits and Services

750: Administration of Justice

800: General Government

920: Allowances/Homeland Security

970: Overseas Deployment & Related Activities
TOTAL INCREASE IN SPENDING
Additional Spending Available
Amount Applied to Deficit Reduction

Percent of Spending for Deficit Reduction

FY10
$0
$2,500,000,000
$200,000,000
$500,000,000
$1,000,000,000
$300,000,000
$1,000,000,000
$4,000,000,000
$1,500,000,000
$8,000,000,000
$8,000,000,000
$0
$3,000,000,000
$0
$2,000,000,000
$3,000,000,000
$325,000,000
$1,000,000,000
$0
$36,325,000,000
$56,900,000,000
$20,575,000,000
36.2%

FY11
$0
$1,000,000,000
$100,000,000
$250,000,000
$500,000,000
$125,000,000
$400,000,000
$1,000,000,000
$500,000,000
$3,000,000,000
$4,000,000,000
$0
$1,000,000,000
$0
$1,000,000,000
$1,000,000,000
$325,000,000
$1,000,000,000
$0

$15,200,000,000

$26,200,000,000

$11,000,000,000

42.0%

FY12
$0
$500,000,000
$100,000,000
$250,000,000
$250,000,000
$75,000,000
$200,000,000
$1,000,000,000
$500,000,000
$2,000,000,000
$2,000,000,000
$0
$250,000,000
$0
$500,000,000
$500,000,000
$325,000,000
$250,000,000
$0
$8,700,000,000
$15,500,000,000
$6,800,000,000
43.9%

FY13
$0
$500,000,000
$100,000,000
$250,000,000
$250,000,000
$75,000,000
$200,000,000
$1,000,000,000
$500,000,000
$2,000,000,000
$2,000,000,000
$0
$250,000,000
$0
$500,000,000
$500,000,000
$325,000,000
$250,000,000
$0
$8,700,000,000
$15,600,000,000
$6,900,000,000
44.2%

FY14
$0
$500,000,000
$100,000,000
$250,000,000
$250,000,000
$75,000,000
$200,000,000
$1,000,000,000
$500,000,000
$2,000,000,000
$2,000,000,000
$0
$250,000,000
$0
$500,000,000
$500,000,000
$325,000,000
$250,000,000
$0
$8,700,000,000
$16,300,000,000
$7,600,000,000
46.6%

FY10-14
$0
$5,000,000,000
$600,000,000
$1,500,000,000
$2,250,000,000
$650,000,000
$2,000,000,000
$8,000,000,000
$3,500,000,000
$17,000,000,000
$18,000,000,000
$0
$4,750,000,000
$0
$4,500,000,000
$5,500,000,000
$1,625,000,000
$2,750,000,000
$0
$77,625,000,000
$130,500,000,000
$52,875,000,000
40.5%
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