DEBT LIMIT EXTRAORDINARY MEASURES BEGIN: WHAT YOU NEED
TO KNOW
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Congress will need to address the debt limit as early as June.

After the debt limit suspension expired on January 2, 2025, the outgoing Secretary of the
Treasury Janet Yellen notified Congress that "extraordinary measures" will begin on
January 21, 2025.

Extraordinary measures provide limited additional borrowing capacity within the debt
limit. This extends the “X-Date” by which the debt limit must be increased to allow the
government to pay its obligations when they are incurred.

Debt allows the government to fund spending obligations while running a deficit. The
Congressional Budget Office projects that the deficit will total $1.865 trillion in fiscal
year 2025, meaning nearly $2 trillion of additional debt — on top of the $36 trillion of
existing debt — will need to be issued in order to pay for planned spending this year
alone.

What are Extraordinary Measures?

Extraordinary measures are authorized by law to allow the Treasury to generate
additional cash on hand to fund obligations when borrowing is at or near the debt limit.

They do so by temporarily reducing certain types of debt so that the Treasury can issue
additional debt held by the public, which provides the Treasury access to cash to pay for
spending obligations.

What Extraordinary Measures Can the Treasury Use?

Here are the three main extraordinary measures used by the Treasury:

1. Government Securities Investment Fund (G Fund).
The G Fund is the Government Securities Investment Fund of the Thrift Savings
Plan (TSP) for federal retirees. Assets in the fund are invested in special-issue
Treasury securities that count against the debt limit. When the debt limit is
reached, the Treasury Secretary has the authority to suspend the daily
reinvestment of assets in the fund. When the debt limit is raised, the fund is made
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whole, and retiree benefits are not affected.

. Exchange Stabilization Fund (ESF).
The ESF is used to purchase and sell foreign currencies. Some assets of the fund
are invested in special-issue Treasury securities that count against the debt limit.
When the debt limit is reached, the Treasury Secretary has the authority to
suspend the reinvestment of assets in the fund. There is no requirement or
authority that the interest foregone for the ESF be restored when the debt limit is
raised.

. Civil Service Retirement and Disability Fund (CSRDF) and Postal Service Retiree
Health Benefits Fund (PSRHBF).
The CSRDF and the PSRHBF provide benefits to retired and disabled federal and
postal employees. The funds are invested in special -issue Treasury securities that
count against the debt limit. During a “debt issuance suspension period,” the
Treasury Secretary has the authority to suspend new investments in the funds
and take early redemption of some investments. When the debt limit is raised, the
funds are made whole, and retiree benefits are not affected.

Two other extraordinary measures can create a limited amount of additional space. The
Treasury can enter into an exchange with the Federal Financing Bank. The Treasury can
also suspend issuance of State and Local Government Series securities.

Additional one-time use extraordinary measures can also become available throughout
the year. At the end of June, September, and December, certain investments and
reinvestments are scheduled for the CSRDF and the PSRHBF. During a “debt issuance
suspension period,” the investments may be suspended. Reaching these dates during
the debt limit can allow for significant additional headroom and extend the duration of
extraordinary measures.

How Do Extraordinary Measures in 2025 Compare to Previous Debt Limits?

The extraordinary measures estimated to be available in 2025 are very similar to those
utilized by the Treasury in 2023.

An estimated $336 billion of extraordinary measures are currently available. During the
2023 debt limit, $337 billion in extraordinary measures were used by Treasury.
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Extraordinary Measures Available
2025

Del?’? Ei3mit e

(Estimated)
G Fund 295 208
ESF 17 20
CSRDF and PSRHBF 25 18
Total Extraordinary Measures 337 336

Extraordinary Measure

Additional One Time CSRDF/PSRHBF - June 30 146 147
Additional One Time CSRDF/PSRHBF - Sept. 30 48 53

In Billions of Dollars.

Note: an additional one-time CSRDF/PSRHBF extraordinary measure would also become available
on December 31; Treasury did not report the amount that would have been available in 2023 or
2025. In 2017, the December one-time amount was reported to be S13 billion.

Source: U.S. Department of the Treasury

How Long Will the Extraordinary Measures Last?

EPIC projects that it is possible that the X-Date will be reached prior to June 16, 2025,
and Congress will need to act earlier than many are expecting. At the latest, the debt limit
will need to be increased before August 2025 when Congress typically recesses.

The Treasury had about S677 billion cash on hand as of January 16, 2025, down from
S722 billion on December 31, 2024. Combined with the estimated $336 billion of
extraordinary measures, that means the Treasury has about $1 trillion in available fiscal
resources (along with incoming revenues) to finance obligations until the X-Date is
reached.

The fiscal situation going into the month of June will be key for determining the X-Date
in 2025. May is traditionally a high deficit month. Then, at the beginning of June, large
payments for Medicare and Social Security benefits are due. This means that available
fiscal resources could run low by the early weeks of June, before the quarterly tax
payments are received in the middle of the month and the June 30 one-time
extraordinary measures become available.
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Debt Limit Must be Increased in Summer 2025
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What should Congress Do Now?

Congress should increase the debt limit, responsibly pairing it with reforms that will
control spending and grow the economy.

More than S$4.7 trillion has been added to the national debt since the debt limit was last
suspended in June of 2023. That equates to S99,000 of new debt every second.

Going back 40 years, debt limit increases have been paired with deficit reduction deals.
Examples include the landmark Gramm-Rudman-Hollings Act in 1985, the balanced
budget deals of the 1990’s, and the Budget Control Act of 2011.

The 2025 debt limit must again be a catalyst for responsible governance.
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