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Passage of the bill 
After months of political posturing and debate, it looks as if the August 2011 debt ceiling issue has finally 
been resolved. The Budget Control Act was passed by the U.S. House of Representatives 269 to 161, with 
Democrats split evenly and Republicans voting 174 in favor and 66 against. In the Senate, the bill also 
passed, with 74 senators in favor and 26 against. Both the president and Republican leadership in the House 
claimed victory, while rank and file members of Congress on both sides of the aisle maligned the bill as a 
betrayal of party policies. 
 
Leading up to the deal, Republican goals broadly included no tax increases, significant spending cuts to 
nondefense expenditures, including entitlement programs, and a balanced budget amendment. Democrats 
hoped to either raise taxes or close loopholes, cut defense spending, and protect entitlements such as social 
security and Medicare. Leaders of both parties claimed to want to avoid government shutdown or default, as 
well as to avoid a downgrade of U.S. debt from AAA status. 
 
Over the months leading up to the Treasury’s debt ceiling deadline, Republican and Democrat leadership 
nearly came to agreement on a number of iterations of a “grand bargain,” which would have potentially 
saved $4 trillion over the next 10 years and included both tax increases and cuts to entitlement programs. 
This would likely have been the most effective long-term solution to reducing our national debt. But with 
pressure from extremes on both sides of the isle, a second-best deal was agreed upon instead. 
 
In this deal, both Democrats and Republicans had to make concessions, but both achieved some key goals. 
The passage of the debt ceiling may have helped avoid an immediate crisis in financial markets, but the 
long-term compromise that was reached lacked the level of spending cuts and/or tax increases that many 
had hoped for. 
 
Details of the bill 
In total, the bill is expected to raise the debt ceiling between $2.1 and $2.4 trillion, which should be enough 
to last past the 2012 elections and into 2013. Deficit reduction is expected to total at least $2.1 trillion over 
the next 10 years ending in 2021.1 Immediately following the passage of the bill, the Treasury was granted 
$400 billion of new borrowing authority to raise the debt ceiling. The additional $1.7 to $2 trillion in debt 
ceiling increases will come in two stages, both of which will originate from the desk of the president and be 
subject to a two-thirds disapproval vote by both houses of Congress.  
 
As for the spending cuts, these will come almost entirely from discretionary spending, meaning that 
entitlement programs such as social security, Medicare, and Medicaid will be left almost untouched. Initially, 
$917 billion in savings from spending caps have been approved. Of these initial cuts, $350 billion will come 
from defense2 and the balance will come from a variety of discretionary programs, including subsidized 
student loans for graduate students and loan repayment incentive programs.3   
 
A Congressional Joint Select Committee on Deficit Reduction will also be formed, whose goal it will be to 
identify an additional $1.5 trillion in savings over the next five years. This Committee will be handcuffed in 

                                        
1 Source: Congressional Budget Office 
2 Source: Wall Street Journal  
3 Source: Congressional Budget Office 
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strategy when evaluating their personal financial situation. We, too, will be monitoring the activity in 
Washington and the markets with an eye toward the future.  
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NOTICE 

These legislative comments are our interpretations of information provided to us by various legal and other 
resources as of 8/4/11.  It is possible the information was presented incorrectly or that we have 
misunderstood the presentation.  The purpose of this communication is to provide you with basic summary 
information on the subject matter to assist you in determining if you may need to seek legal or other 
professional assistance.  This update and its attachments should not be construed as legal, tax, investment, 
or other advice and does not take into consideration specific factors unique to the reader’s situation. 
 


