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FISCAL YEAR -- The Federal Government’s yearly accounting period, which
begins on October 1, and ends on the following September 30. The fiscal year
is designated by the calendar year in which it ends; e.g., fiscal year 1984
begins on October 1, 1983, and ends on September 30, 1984. (From 1844 to
1976 the fiscal year began on July 1 and ended on the following June 30.)

IMPOUNDMENT -- Any action or inaction by an officer or employee of the
Federal Government that precludes the obligation or expenditure of budget
authority provided by the Congress (see deferral and rescission).

OBLIGATIONS - Amounts of orders placed, contracts awarded, services
received, or similar legally binding commitments made by Federal agencies

during a given period that will require outlays during the same or some
future period.

OFF-BUDGET FEDERAL ENTITIES - Federal organizations or programs
that belong in the budget under current budget accounting concepts but that
have been excluded from the budget totals under provisions of law.

OUTLAYS - Checks issued or cash disbursed. Outlays include interest

accrued on the public debt, or other forms of payment, net of refunds and
reimbursements.

RECONCILIATION -- A directive that calls on various committees of the
Congress to recommend legislative changes that reduce outlays or increase
receipts by specified amounts.

RESCISSION -- a legislative action canceling budget authority previously
provided by the Congress.

SUPPLEMENTAL APPROPRIATION -- An appropriations enacted subsequent
to a regular annual appropriation act. Supplemental appropriation acts
provide additional budget authority for programs or activities (including new
programs authorized after the date of the original appropriation act) for which
the need for funds is too urgent to be postponed until the next regular
appropriation.

TRUST FUNDS -- Amounts collected and used by the Federal Government for
carrying out specific purposes and programs according to a statute or trust
agreement, such as the social security and unemployment trust funds. Trust
funds are not available for the general purposes of the Government. Trust
fund receipts that are needed immediately are generally invested in Govern-
ment securities and earn interest for the trust fund.

Source: The United States Budget in Brief, Fiscal Year 1984. U.S.
Government Printing Office. Washington, D.C. pp. 85-86.
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CRS- 14 Chapter 1. OVERVIEW OF THE FEDERAL BUDGET PROCESS

amount allowed under the Act. (The GRH Act and the sequestration process are discussed
more fully in Chapter 5.)

Even with the targets, the actual deficit has been above the targeted level. In fact, the
actual deficit was not within the GRH Act target in any year since 1985, when the process
was introduced, through 1990, when the process was substantially revised. (The GRH Act,
as originally framed, did not require that the actual deficit be within the target; it required
only that the deficit projected at the start of the fiscal year be within that amount. Thus, any
increase in the deficit during the fiscal year, whether because of changes in economic
conditions, policy changes, or other factors, did not activate the sequestration process for
that fiscal year.)

Failure to achieve the deficit targets, and other problems, led Congress to reorient the
GRH process in the BEA of 1990. Sequestration procedures were retained but the fixed
deficit targets were replaced by adjustable ones, limits were imposed on discretionary
spending, and a pay-as-you-go (PAYGO) process was established for revenues and direct
(mandatory) spending. The revised GRH process still has deficit targets, but unlike the
original ones, those currently in effect are adjusted to reflect updated reestimates of economic
and technical assumptions and any changes in concepts or definitions. For fiscal years
1991-1993, budget authority and outlay limits are established for three categories of
discretionary spending: defense, international affairs, and domestic; for fiscal years 1994
and 1995, the limits are applied only for total discretionary spending. Adjustments for
specified purposes also are made in the discretionary spending limits for all fiscal years.
Finally, the PAYGO process requires that legislation enacted during a session affecting
revenues or direct spending not increase the deficit. Legislation reducing revenues or
increasing direct spending must be fully offset (in the same or other legislation) by revenue
increases or reductions in direct spending. Violations of the deficit targets, discretionary
spending limits, or the PAYGO requirements are enforced by sequestration. The revised
GRH process is in effect through fiscal year 1995, but it may be further revised or extended
before its scheduled expiration date.

Budgeting for Discretionary and Direct Spending

The distinction drawn by the BEA of 1990 between discretionary spending and direct
(mandatory) spending recognizes in law the fact that the Federal Government has somewhat
different (though overlapping) means of dealing with these two types of spending. One set
of procedures pertains to discretionary spending, another to direct spending.

Most of the direct spending subject to the PAYGO process under the BEA are
entitlements; a small part consists of other forms of backdoor spending provided through
authorizing legislation. In fact, entitlements now account for approximately half of total
Federal spending. Their recent growth is shown in Exhibit 1-K, which also shows the rise
in the number of recipients of these payments. The impressive feature of this trend is that
most of the growth in spending and in the number of recipients has been built into existing
law; for the most part, it has not been the result of new legislation. Indeed, the increase has
occurred despite a number of legislative enactments to curtail entitlement programs.

The procedures for discretionary and direct spending converge at two critical points in
Federal budgeting: formulation of the President's budget and formulation of the
congressional budget resolution. Both of these policy statements encompass discretionary
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The second point to be noted is that the chain of controls engages the participation of
virtually all executive and legislative participants in Federal budgeting. Note, however, that
the chain does not begin with the President’s budget because (as discussed earlier) it is only
a set of recommendations. Congress does not have to accept these recommendations in its
own budget actions. Note also that the chain does notinclude authorizing legislation because
these measures do not always limit the amount that may be appropriated.

(1) Discretionary Spending Limits. The limits set dollar caps on budget authority and
outlays, subject to adjustment by OMB for certain purposes prescribed by law, on three
categories of discretionary spending for fiscal years 1991-1993 (defense, international
affairs, and domestic) and on total discretionary spending for fiscal years 1994 and 1995.
The President’s budget recommendations and the congressional budget resolution adhere to
these limits.

(2) Budget Resolution Aggregates. Legislation considered by Congress may not violate
the aggregate spending levels (total budget authority and total outlays) in the budget
resolution and, by implication, may not exceed the discretionary spending limits.

(3) Section 302(a) (and Section 602(a)) Allocations. After a budget resolution is
adopted, the total budget authority and outlays in it are allocated among House and Senate
committees with jurisdiction over discretionary or direct spending. Discretionary spending
is under the jurisdiction of the Appropriations Committees. The total amounts allocated to
committees may not exceed the budget resolution aggregates.

(4) Section 302(b) (and Section 602(b)) Subdivisions. The Appropriations Committees
are required to subdivide their allocations among their subcommittees. The other committees
may subdivide their allocations among their subcommittees or programs (but they are not
required to make such subdivisions while the GRH Act remains in effect). The subcommittee
(or other) subdivisions made by a committee may not exceed the amounts allocated to it.
The spending in each annual appropriations measure is compared to the relevant subdivision
made under Section 302(b) (or Section 602(b)). In some cases, a point of order can be raised
against an appropriations measure that exceeds the relevant subdivision.

(5) Apportionments. After the appropriations measures have been enacted, OMB
apportions funds to agencies by quarters of the fiscal year or by project. The amounts
apportioned during the fiscal year may not be more than the amount appropriated. However,
“deficiency” apportionments are permitted in some instances.

(6) Allotments. Each department and agency allots the amount apportioned to it among
its subunits. The amount allotted may not be more than the amount apportioned. Some
agencies (generally small ones) skip the allotment procedure.

(7) Obligations. An agency is not permitted to obligate (except under very limited
exceptions) in excess of the resources available to it or for purposes other than those for
which the funds were provided. The amount available for obligation in an account may
include -- in addition to new appropriations -- transfers from other accounts, funds carried
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over from prior years, and (when authorized by law) certain offsetting receipts collected by
the agency.

(8) Outlays. This is the final step in the chain of spending control. The Department of
the Treasury makes paymentsto liquidate obligations lawfully incurred by agencies. Outlays
may not exceed obligations.

The Budget and the Economy

A key purpose of the Federal budget is to allocate public funds among Government
agencies and programs. Viewed from this perspective, the budget is an internal management
tool of Government. Much of the budget process entails relationships among Federal
agencies and between the agencies and Congress.

The budget, however, serves another role which transcends the internal operations of
the Government. It is a prime means of influencing the condition of the economy. The size
of the budget (and especially the deficit), the shape of tax policy, and the pattern of spending
help determine the rate of economic growth, employment trends, interest rates, and price
changes. When they make budget decisions, therefore, the President and Congress are guided
in part by concern about the impact of their policies on economic performance.

The relation of the budget and the economy is bilateral. Not only does the budget
influence the economy, but the reverse also is true: the condition of the economy shapes
budget outcomes. When the President and Congress formulate their budgets for the next
fiscal year or beyond, they must make assumptions about future economic conditions. They
typically make assumptions about real and nominal growth, the Gross National Product,
short- and long-term interest rates, and inflation and unemployment rates. Differences in the
assumptions used by the two branches of Government often account for sizeable differences
in their planned budget levels.

Because the budget is predicated on assumptions about future economic conditions, the
extent to which the President’s or Congress’ budget policies materialize will depend, in
substantial measure, on whether the assumptions prove to have been accurate. Any major
discrepancy between assumed and actual economic conditions will translate into variances
between expected and actual budget results. Exhibit 1-N reveals that the budget is highly
sensitive to changes in economic conditions. Deviations of the economy from the assumed
path will lead to higher or lower revenues, outlays, and deficits. Revenues are particularly
sensitive to the rate of economic growth; outlays are particularly sensitive to the interest rate
paid on Government debt. Moreover, as the exhibit indicates, the impact of these economic
conditions on the budget compounds with each passing year. According to the information
presented in Exhibit 1-N, one percentage point lower economic growth would subtract an
estimated $7 billion from Federal revenues in the first year and $87 billion in the fifth year;

a one percentage point rise in interest rates would add $3 billion to outlays in the first year
and $26 billion in the fifth year.

The relation of the budget and the economy is a matter of considerable dispute.
Controversy rages over the appropriate size of the deficit, whether the large deficits
experienced in the 1980s have damaged the economy, the assumptions to be used in making
budget projections, and the extent to which Federal Government policy should affect the
supply of, or the demand for, goods and services.
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EXHIBIT 1-B
Major Phases of the Federal Budget Process

Before During After

the Fiscal the Fiscal the Fiscal
Year Year Year
Formulation Implementation Review

Congressional Action

Formulation of the President’s Budget: The President submits his budget to
Congress in early February, about eight months before the fiscal year starts on
October 1. Budget guidelines are developed in the preceding spring and agencies
prepare their requests during the summer. In the fall, the President and OMB review
the agency requests.

Congressional Action on the Budget: Congress adopts the budget resolution in the
spring and then considers spending, revenue, and debt-limit legislation in the summer
and fall (sometimes not completing action on important budgetary legislation until
after the fiscal year has begun).

Implementation of the Budget: OMB apportions funds to agencies; agencies make
allotments, obligate funds and conduct activities, and request supplemental
appropriations; and the President proposes impoundments.

Review: Post-auditing and program evaluation occur and final budget data are made
available.

SOURCE: Figure prepared by the Congressional Research Service.
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EXHIBIT 1-F
Relation of Budget Authority to Outlays

$ Billions
New Authority To be spent in 1992 I(gu%lggg
Recommended 1,065.9
for 1992 S
1,577.8 3
2
Unspent Authority ) Unspent Authority
Enacted in To be spent in for Outiays in
Prior Years » Future ‘Years B Future Years
1,614.2 1,:2006 1,712.6

(1) This exhibit shows the relationship of total new budget authority and total outlays in the fiscal
year 1992 budget. It shows that: (a) not all budget authority is outlayed in the year for which it
is provided; and (b) a portion of each year’s outlays derives from budget authority provided in
prior years. The flow of outlays from budget authority is measured by the spendout rate,
sometimes called the outlay rate (see next exhibit).

(2) Total new budget authority typically exceeds total outlays for a fiscal year because: (a) in
programs with long lead-times, such as construction, it takes time for the resources provided
by Congress to be spent; and (b) trust funds -- such as Social Security -- build up balances
(which are computed as budget authority) that are spent in future years.

(3) The outlays set forth in the budget are only estimates of the amount to be spent. Actual outlays
for a fiscal year may vary significantly from the estimate. However, the GRH process has
established controls on annual appropriations acts and other legislation affecting the volume of
outlays in a fiscal year.

(4) Unspent budget authority carried over into future years consists of both obligated and
unobligated balances. Most of the obligated balances are for contracts entered into in prior years;
most of the unobligated balances are in trust funds.

SOURCE: Budger of the United States Government, Fiscal Year 1992, Part Four, page 206.
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EXHIBIT 1-G
Spendout (Outlay) Rates

MILITARY PERSONNEL
Amy 949%  49%
Navy 955%  43%
Marine Corps 958%  39% 0.1%
Air Force 958%  4.0%
Reserve Personnel, Army 91.6% 74% 0.5%
Resarve Personnel, Navy 80.7%  7.3% 1.0%
Res Personnel, Marine Corps 89.2%  8.8% 0.7%

2 Res Personnel, Alr Force 935% 49%  0.1%
Natl Guard Personnel, Amny 92.5% 6.8% 0.2%
Natl Guard Personnel, Air Force 945%  47% 0.1%
PROCUREMENT
Aircraft Procurement, Amy 130% 41.0% 240% 13.0%  50%
Missile Procurement, Amny 50%  300% 49.0% 130%  1.0%
Waeaps. & Tracked Combat Veh. 10%  425% 37.0% 105%  53%
Ammunition Procurement, Army 340% 140% 37.0% -20%  11.0%
Other Procurement, Ammy 90% 330% 280% 165%  75%
Avosft Procurement, Navy 135% 324% 33.0% 12.3% 39%
Weapons Procurement, Navy 9.0% 3B0% 37.0% 120%  A5%
Shipbuilding & Canversion, Navy 40% 17.0% 233% 147%  150%

N

(1) The spendout rates are used for a number of budgetary purposes: (a) to estimate budget outlays
in the President’s and congressional budgets; (b) to enforce outlay limits on certain accounts;
and (c) to make certain computations under the GRH Act. Spendout rates are computed as a
percentage of new budget authority. Thus, a spendout rate of 10 percent means that 10 percent
of the new budget authority results in outlays during a particular year.

(2) Different types of accounts spend at different rates. Personnel accounts spend out more than
90 percent of their funds in the first year for which they were appropriated; procurement
accounts typically spend out most of the funds in subsequent years.

(3) Some accounts, such as Shipbuilding & Conversion, Navy, still yield outlays more than five

years after funds were appropriated. Note that after five years the spendout rates in this account
add up to less than 75 percent.

SOURCE: Joint Report of the CBO and OMB Directors Pursuant to Section 5 of the National Defense Authorization Act
Jor Fiscal Years 1990 and 1991, January 17, 1990, Table 1.
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EXHIBIT 1-H
Baseline Budget Projections

(budget authority in tillioas of dollars)}

FY 1982 FY 1093 FY 1994 FY 1995 FY 1996
Bascllpe Budeet Projoctions
Initial projection 100.00 11235 12625 141.84 150.36 1
Adfestments:
Ioflation iocyeams of 5% +5.00 +5.62 +6.31 +7.09 +7.97
Workload incremss of 7% +7.35 +828 +928 +1043 2m
Total incremes +12.35 +13.90 +15.59 +1762 +19.68
Basslioe projections 112.35 126.25 141.84 169.36 179.04
Bolicy Changee
Cap inflation increass at 3% -2.00 441 -7.28 -10.68 -14.70
Hold workload increases to 4% 323 -7.10 -11.68 -17.02 -233)
Total reductions -5.23 -11.61 -18.83 -27.70 -38.01 5
Recommendad spending 107.12 114.7¢ 12291 131.66 141.03

(Note: total spanding reductions ovor five years amount (o -101.38)

This hypothetical example shows baseline projections of budget authority for fiscal years
1992-1996, based on an assumed level of budget authority for the current year (fiscal year 1991)
of $100 billion.

The baseline includes adjustments for projected inflation (in this case, inflation increases of five
percent for each year covered by the baseline) and mandatory workload increases (such as
increases in the number of Social Security recipients). These adjustments typically lead to
projections of rising spending in each subsequent year.

Policy changes represent changes from established policy (often involving changes in law) and
cause spending to vary from baseline levels. For example, such changes might include setting
inflation adjustments below projected levels (in this case, a 3 percent cap) or modifying
eligibility rules so as to reduce workload increases (in this case, limiting them to 4 percent).

The changes shown here would bring estimated spending to levels below the baseline. Changes
can also take the form of program expansions that cause spending to exceed baseline levels.

Note that spending reductions tend to grow in the outyears; in this instance, the assumed policy
changes save an estimated $5.23 billion from the projected baseline in the first year and $38.01
billion in the fifth year. In this hypothetical example, the cumulative savings over five years
($101.38 billion) exceed the projected spending level for fiscal year 1992 ($100 billion).

SOURCE: Table prepared by the Congressional Research Service.
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EXHIBIT 1-1
Functional Categories of the Budget

(050) National Defense
(150) International Affairs
(250) General Science, Space, and Technology
(270) Energy
(300) Natural Resources and Environment
(360) Agriculture
(870) Commerce and Housing Credit
(400) Transportation
(450) Community and Regional Development
(500) Education, Training, Employment, and Social Services
(550) Health
(570) Medicare

3 (600) Income Security

——— (650) Social Security

(700) Veterans Benefits and Services
(750) Administration of Justice
(800) General Government
(900) Net Interest
(920) Allowances

4 /\V (950) Undistributed Offsetting Receipts

(1) The functional categories are used for several purposes, including formulation of the annual
budget resolution. The functional categories group together related programs; a single category
often covers programs from several different departments and agencies and involves funding
from several different annual appropriations acts.

(2) Each function is divided into a number of subfunctions. Each budget account is assigned to a
single subfunction. The last 3 digits in an account’s identification code represent its functional
classification (see Exhibit 2-K).

(3) Although it is off-budget, Social Security appears in the functional classification.
(4) “Allowances” and “Undistributed Offsetting Receipts” are adjustments to the budget totals.

SOURCE: House Report No. 102-32 (report 1o accompany H.Con.Res. 121 -- Concurrent Resolution on the Budget, FY
1992), April 12, 1991, page 181.
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The President submits a budget update (reflecting changed economic conditions,
congressional actions, and other factors), referred to as the Mid-Session Review, by July 15
each year. The President may revise his recommendations any time during the year. Changes
requested before Congress has acted are submitted as budget amendments; requests made
for additional funds after Congress has acted on the particular appropriations measures are
submitted as supplemental requests. The Mid-Session Review and messages transmitting
budget amendments, supplemental requests, and impoundment proposals are routinely
printed as House documents.

The President and his budget office have an important but limited role once the budget
is submitted to Congress. OMB officials and other presidential advisors appear before
congressional committees to discuss overall policy and economic issues, but they generally
leave formal discussions of specific programs to the affected agencies. Agencies thus bear
the principal responsibility for defending the President’s program recommendations at
congressional hearings. Agencies are supposed to justify the President’s recommendations,
not their own, and OMB maintains an elaborate legislative clearance process to ensure that
agency budget justifications, testimony, and other submissions are consistent with
presidential policy. But the fragmented structure of the appropriations process and
interactions at congressional hearings sometimes enable agencies to exert independence
from the White House’s position on particular issues.

Independence from the President’s recommendations also is fostered by CBO review of
the Administration’s proposals. The CBO review, which generally is published about one
month after the President’s budget is submitted to Congress, includes its reestimates of the
President’s budget, based on its own economic and technical assumptions. As Exhibit 2-D
reveals, CBO sometimes finds that if the President’s budget proposals were put into effect,
they would yield a higher deficit than the Administration had projected.

In recent years, several factors have given the President more continuing involvement
in congressional action on the budget. One factor is the spending control and deficit reduction
process under the GRH Act, which requires the President to notify Congress whether the
projected deficit for the next fiscal year is within the target and whether the discretionary
spending limits and pay-as-you-go requirements are being met. (This process is discussed
in Chapter 5.) Another factor is the trend toward budget summits at which an overall
agreement is negotiated by presidential aides and congressional leaders. Finally, with
agencies and Congress acting more independently on budget matters than in the past, the
President and his aides must closely monitor developments in Congress.

The Economic Forecast and Projections

Because of its size -- outlays total more than 20 percent of the Gross National Product
-- the budget has a significant impact on the economy. As stated in the opening chapter, the
relationship between the budget and the economy is bilateral. Not only does budget policy
affect the economy, economic performance strongly influences budget outcomes. In making
the budget, the President must consider the condition of the economy and the potential effects

of Federal policies on prices, employment levels, the output of goods and services, and other
economic indicators.

The President’s budget contains a forecast of economic conditions for the next two
calendar years (see Exhibit 2-E). It also projects assumed economic performance for a
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EXHIBIT 2-B
Restrictions on the Release of Budgetary Infortnation

OMB Circular A-10

3. ements for confidengtiality prior to official
:xangﬁigéil. The confident1a§ nature of agency submis-
sions, requests, recommendations, supporting materials and
similar communications should be maintained, since these
documents are an integral part of the decisionmaking
Srocess by which the President resolves budget issues and
evelops recommendations to the Congress. residential
budget decisions are not final until the budget itself is
transmitted to Congress. Amendments to the budget and sup-
plemental agpropriation requests may also follow the trans-
mittal of the budget. Budgetary material should not be
disclosed in any Iorm prior to tranmsmittal by the President
of the material to which it pertains. The head of each
agency 1s responsible for fxeventing premature disclosures
ol thils budgetary information.

31 U.S.C. 1108(e)

(e) Except as provided in subsection (f) of this section, an oflicer or em-
ployee of an agency (as defined in section 1101 of this tide) may submit to
Congress or a committee of Congress an appropriations estimate or request,
a request for an increase in that estimate or request, or a recommendation
on meeting the financiai needs of the Government only when requested by
either House of Congress.

OMB circulars are numbered and begin with the letter “A.” They establish regulations that
continue in effect from year to year unless changed, in contrast to OMB bulletins, which are
effective only in the fiscal year for which they are issued.

This OMB circular is predicated on Section 206 of the Budget and Accounting Act of 1921 (31
U.S.C. 1108(e)), which bars agencies from submitting their budget requests directly to Congress
unless they are requested to do so by the House or Senate.

Another section of this circular (not excerpted here) regulates agency testimony before
Congress. Agencies are required to defend the President’s recommendations and to ask for the
amounts he has requested. In practice, however, agencies often find means of suggesting
amounts in excess of the President’s request.

OMB guidelines (currently incorporated in Section 12.9 of Circular A-11) bar agencies from
disclosing budgetary records until the end of the fiscal year to which such information pertains.

SOURCE: Office of Management and Budget, Circular A-10, March 29, 1982, page 3.















































































































































































































Chapter 6. REVENUE LEGISLATION

EXHIBIT 6-H
Proposed Changes in User Fees

» saoe o aen)
] 1]
Madry and medicad suvey and carification (nel) 64 U4
FOA produdt review and SeEiood NPEXOE ........... 198 205
Vetorant medcal care cpeymers 125 m
S84 b ' [ ] ]
Hard rock mining claim holdng 80 80
SEC rgmrmion 68 n
2 FCC beerming and senvice (] 65
CFTC contract bading L] 5
FEMA requisiion of eTerpercy piars - 10 10
FCC spactnum action .........cccc. e
Sublatal, GOy ... [\ %5
EX l'ik naval peboiaum rEssrve 1B3se ... 1,194 -139
v oignatan’ 122 108
Cops of Engneeny recmation s~ .. 20 20
Agrasural Markedng Servics 13 10
Federal Grain Ingpection Servics ) 8
Forest Sarvics recreagion she 8 8
Peticide reregireton ... k] k]
Arttic Natora) Widile Reluge leasing U 1.901
Subtotad, mandakry 1.384 1,922
To ... 2.306 2,876

'Sewngs o ouit bbes refect 3 EACIDN N LEXDY RIS, e NN FOREG] AKADE.
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12
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1778

-120
101
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1811

=113
101

17

1.201
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(1) As explained in the text, compulsory user fees are accounted for as receipts; other fees (such as
those listed here) are budgeted as offsetting collections. As a general rule, revenue derived from

business-type activities is accounted for as an offsetting collection.

(2) Pursuant to the BEA of 1990, a distinction is made between mandatory and discretionary
offsetting collections. Mandatory collections are covered by the PAYGO process; discretionary

collections are covered by the discretionary spending limits.

(3) An increase in discretionary offsetting collections would allow an equivalent amount of

spending within the discretionary spending limits.

(4) Anincrease in mandatory offsetting collections would allow an equivalent reduction in revenue

or increase in direct spending under the PAYGO process.

SOURCE: Budget of the United States Government, Fiscal Year 1992, February 1991, Part Three, page 11.



Chapter 7. AUTHORIZING LEGISLATION

The rules of the House and Senate contemplate a two-step process for establishing and
funding Federal agencies and programs. First, Congress enacts legislation authorizing an
agency or program, then, it makes appropriations for the authorized purpose. (Relevant
excerpts from House and Senate rules are printed in Exhibits 7-A and 7-B) While the rules
have certain exceptions and are sometimes waived or not enforced, they delineate the basic
functions of authorizing legislation and appropriations measures. This chapter discusses
authorizing legislation; the next one describes the appropriations process.

Authorizing legislation has a dual purpose: (1) it is the means by which Congress
establishes policy and exercises control of Federal agencies, and (2) it provides the authority
under House and Senate rules for Congress to appropriate funds. Accordingly, an
authorization act is legislation that both establishes, continues, or modifies an agency or
program, and authorizes the enactment of appropriations for that agency or program.
Authorizing legislation establishes the terms and conditions under which each agency
operates. This type of legislation typically sets forth the responsibilities of agency officials
and often specifies the agency’s organizational structure. The basic purposes of
authorizations acts are illustrated in Exhibit 7-C.

Authorizations also define committee jurisdictions in Congress. Most House and Senate
committees are authorizing committees with jurisdiction over designated programs or
activities. Most of what these committees do revolves around their authorizing
responsibilities. The legislation they produce defines the relationship between these
committees and the Appropriations Committees. Authorizing legislation often establishes
the financial boundaries within which appropriations are made.

Authorizations represent the exercise by Congress of its legislative power. (At one time,
what is now termed an “authorization” was referred tosimply as “legislation.”) In the exercise
of its legislative powers, Congress can place just about any type of provision (other than
appropriations or revenue provisions) in authorizing legislation. It can prescribe what an
agency must do or may not do in the performance of its assigned responsibilities. It can give
the agency a broad grant of authority or legislate in great detail. There is no uniform structure
or format for authorizing legislation. However, virtually all contemporary authorization
measures contain one or more provisions authorizing funds to be appropriated for designated

purposes.

The Relationship of Authorizations and Appropriations

It is a basic rule of Federal law that funds provided in appropriations acts are to be spent
according to the terms set in authorizing legislation. The ideal division of labor between
these two types of enactments would be for the appropriations act to determine the amounts
available for expenditure and the authorization act to determine the purposes for which the
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EXHIBIT 7-H
Entitlement Authority

Permanent Appropriation

§ 8348. Civil Service Retirement and Disability Fund

(a) There is a Civil Service Retirement and Disability Fund. The
Fund—

3 —4——— (1) is appropriated for the payment of—

4\'\

(0)

@
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@

®

©

(A) benefits as provided by this subchapter; and

(B) administrative expenses incurred by the Office of
Personnel Management in placing in effect each annuity
adjustment granted under section 8340 of this title; and

(2) is made available, subject to such annual limitation as
the Congress may preacribe, for any expenses incurred by the
Office in connection with the administration of this chapter
and other retirement and annuity statutes.

Annual Appropriation

PAYLIENTS TO HEALTH CARE TRUST FUNDS

For payment to the Federal Hospital Insurance and the Federal _, S
Supplementary Medical Insurance Trust Funds, as provided under
sections 217(g) and 1844 of the Social Security Act, sections 10:(¢)
and 111(d) of the Social Security Amendments of 1965, and sectinn
2744d) of Public Law 97-248, $:35.335,000,000.

The Congressional Budget Act of 1974 defines entitlement authority as authority “to make
payments (including loans and grants), the budget authority for which is not provided for in
advance by appropriation Acts, to any person or government if, under the provisions of law
containing such authority, the United States is obligated to make such payments to persons or
governments who meet the requirements established by such law.”

Some entitlements are funded by permanent appropriations and others are funded by annual
appropriations.

This entitlement (for Civil Service retirement and disability pay) has a permanent appropriation.
All receipts of the trust fund become available for expenditure without further action by
Congress. Hence, the receipts of the trust fund are classified as budget authority.

Congress sometimes limits (in annual appropriations acts) the administrative expenses that can
be incurred in a fiscal year for programs financed by permanent appropriations.

This entitlement (for a portion of the Medicare program) is financed by annual appropriations.
Although the Congressional Budget Act of 1974 gives the Appropriations Committees some
limited review of new entitlement legislation, these committees regularly provide the funds
mandated by law.

The BEA of 1990 established a pay-as-you-go (PAYGO) process that controls the impact of
new entitlement legislation on the deficit. Both permanent and annually appropriated
entitlements are covered by the PAYGO process (see Chapter S).

SOURCE: 5 U.S.C. 8348(a); Public Law 101-517, Labor-HHS-Education Appropriations Act for Fiscal Year 1991 (104
Star. 2203).
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An appropriations act is a law passed by Congress that provides Federal agencies legal
authority to incur obligations and the Treasury Department authority to make payments for
designated purposes. Appropriations provide budgetauthority -- that is, authority to obligate
funds -- to agencies. Appropriations measures, as explained in the previous chapter, are
distinct from authorizing legislation. Appropriations are a principal, but not the only, means
of providing budget authority. As discussed in the preceding chapter, budget authority
sometimes is provided in substantive legislation authorizing an agency to incur obligations.

The power of appropriation derives from the Constitution which provides that “No
money shall be drawn from the Treasury but in consequence of appropriations made by law.”
The power to appropriate is exclusively a legislative power; it functions as a limitation on
the executive branch. An agency may not spend more than the amount appropriated to it,
and it may use available funds only for the purposes and according to the conditions provided
by Congress. In contemporary times, appropriations also have been viewed as mandates that
the funds be used to carry out the activities intended by Congress.

The Constitution does not require annual appropriations, but since the First Congress
the practice has been to make appropriations for a single fiscal year. Appropriations must
be used (obligated) in the fiscal year for which they are provided, unless the law provides
that they shall be available for a longer period of time. All provisions in an appropriations
act, such as limitations on the use of funds, expire at the end of the fiscal year, unless the
language of the act extends their period of effectiveness.

In the Federal Government, an appropriation makes funds available for obligation; it
does not usually require that outlays be made in any particular fiscal year. This is in contrast
to the practices of most state and local governments which have outlay-based appropriations;
the amount provided is the amount to be paid out during the fiscal year. In the Federal
Government, outlays often ensue years after the appropriations are obligated. (The
relationship between budget authority provided in appropriations acts and annual outlays is
explained in Chapter 1.)

The Constitution does not specify the form in which appropriations shall be made.
Established practice predating the Constitution, and recognized in the rules of the House
and Senate, provides for appropriations to be made in appropriations acts that are distinct
from other types of legislation. This distinction was discussed in Chapter 7 and is reflected
in Rule XXI of the House and Rule XVI of the Senate, which deal with “general
appropriation bills.” Exhibit 8-A presents excerpts from House Rule XXI and Senate Rule
XVI. As previously noted, these rules establish a two-step authorizations-appropriations
process.

The President requests annual appropriations in his budget submitted in January or
February of each year. The President’s budget displays, for each account, the appropriation
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language for the current fiscal year, and the proposed text for the next fiscal year. In support
of the President’s appropriations requests, agencies submit justification materials to the
House and Senate Appropriations Committees. These materials provide considerably more
detail than is contained in the President’s budget and are used in support of agency testimony
during Appropriations subcommittee hearings on the President’s budget.

Types of Appropriations Measures

Congress passes three main types of appropriations measures. Regular appropriations
provide budget authority to agencies for the next fiscal year. Supplemental appropriations
provide additional budget authority during the current fiscal year when the regular
appropriation is insufficient or to finance activities not provided for in the regular
appropriation. Continuing appropriations provide stop-gap (or full-year) funding for
agencies that have not received a regular appropriation by the start of the fiscal year. Exhibit
8-B lists the various types of appropriations measures considered in a recent session of
Congress.

House Rule XXI and Senate Rule XVI pertain only to general appropriations bills. For
purposes of these rules, all regular appropriations bills, as well as supplemental
appropriations measures covering two or more agencies or purposes, are considered to be
“general appropriation bills.” The House and Senate usually do not consider supplemental
appropriations for a single agency or purpose to be general appropriation bills (nor does the
House consider continuing appropriations to be general appropriation bills). Hence, the
restrictions in these House and Senate rules do not apply to certain appropriations.

In a typical session, Congress acts on more than 15 appropriations measures. Thirteen
of these are regular appropriations bills. Jurisdiction over these measures is vested in the
House and Senate Appropriations Committees, each of which is divided into 13 parallel
subcommittees. Each set of subcommittees has jurisdiction over one of the regular
appropriations bills. After the House and Senate have considered each of these bills
separately, the House or Senate Appropriations Committees sometimes consolidates all or
some of them into an omnibus measure.

Congress typically acts on one or more supplemental appropriations measures each year.
The number and size of supplementals have declined in recent years, principally because of
constraints imposed by the GRH Act and congressional budget enforcement rules. Some
supplemental appropriations, usually those prompted by an emergency such as a natural
disaster, are for a single purpose. But at least one of the supplementals enacted during the
session is likely to cover a multitude of activities.

Because of recurring delays in the appropriations process, Congress typically passes one
or more continuing appropriations each year. The scope and duration of these measures
depend on the status of the regular appropriations bills and the degree of budgetary conflict
between the President and Congress. In some years, the final continuing appropriations has
been turned into an omnibus measure for enactment of regular appropriations bills.

Congress sometimes makes appropriations in substantive legislation (reported by an
authorizing committee) rather than in appropriations acts. These usually are permanent
appropriations which become available each year without current action by Congress.
Because of the growth of permanent appropriations (for example, the Social Security trust
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EXHIBIT 8-B
Types of Appropriations Measures

Number of

. Pamsad
1 Title Repurtad (B o o —— &
—

= APPROPRIATION BULS 1990 1990 1990

H.R. 4404 Dire Exme: Supplemental, 1990 (H.Ropt 101 434) .............. Mar. 27 Ape. 3 May 1

H.R 5019 Energy Water, 1991 (K. RepL 101-636) wereees JUDS 13 Juae 19 Aug. 2

H.R. 6021 Comteres, Justics, Bate, Judkiary, 1991 (L Repe 101-837)—.. Juoe 13 June 26 Oct. 11

HR 6114 Fareign Ammistaree, 1991 (H. Ropt 101 658) Juoe 21 Juae 21 Oct 24

H.R Bl188 VA mb 1991 (H. Rept. 101-556) June 28 June 28 Oct 3

HR.6229  Transportstion. 1991 (H. Rept. 101-8B4).......coo.. oo July 10 July 12 Aug 4

H.R. 6241 , Postal. 1991 (H.Rept 101589 . ... .. .o oo . July 11 July 13 Sept. 11

H.R. 5287 v I}al%“ Human Servica  Education, 199  July 12 July 19 Oct. 12

®).101-591).

HR 3248 Agriculture, 1991 (H. Rept. 101 -588) July 13 July 18 Sept. 25
H.R 631) District of Columbia, 1991 (. Rept 100-607).....cmocccoecereveme July 19 July 26 Gept 18

HR 3313 Military Qontructoon, 1991 (H. Repl 101-808) July 19 July 0 Oct. 1

HR 5099  Lggislative Branch, 1991 (R. Rept. 101-648) July 30 Oct 21 Oct. 25
HJ. Rea 888  Continulng, 1991 (H. Rept 101-784) Sept. 25  SepL 30  Sept 0

HR 6769  lolerior, 1091 (H. Rept. 101-789) Oct 2 Oct 15 Oct. 24

HJ.Res 660 Coutinuing, further, 1991...... Oct. § Oct §

HJ. Res. 688  Coatinulng, further, 1991 Oct B Oct 8

H.R 5803 Defenms, 1981 (1. Rept. 101-822) Oct 9 Oct. 12 Oct. 15

HJ. R 677 Coatinuing, further, 1991 - Oct. 18 Oct 19

——mmf-e HJ.Ram 68! Cootiouing, further, 1991 .. R, — Ut Oct. 24
HJ. Re. 687  Cootinuing, further, 1991 .. Oct 27 Oct. 21
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Congress usually acts on three types of appropriations measures each year: (a) regular
appropriations for the next fiscal year; (b) supplemental appropriations for the fiscal year in
progress; and (c) continuing appropriations for programs and agencies lacking regular
appropriations at the start of the fiscal year.

Each appropriation measure has either an “H.R.” (House of Representatives) or “H.J.Res.”
(House Joint Resolution) number, indicating that the measure originated in the House. The
Senate does not initiate its own appropriations measures.

There is no significant difference between a bill and a joint resolution. Joint resolutions are
used for some supplemental, and usually all continuing, appropriations.

There usually is only a brief interval from the time that an appropriations measure is reported
and its consideration in the House. The House usually takes up regular appropriations bills in
June and July, and the Senate usually follows suit in July, August (if it is in session) and
September. This schedule does not usvally enable Congress to complete action on all regular
appropriations by the start of the fiscal year. In this session, Senate action was delayed pending
final action on a summit agreement with the Administration.

Congress often passes more than one continuing appropriations measure during a session. The
first such measures usually have an expiration date; hence, Congress must pass additional
continuing resolutions if all regular appropriations measures have not yet been enacted. The last
continuing resolution sometimes is in effect for the remainder of the fiscal year.

SOURCE: Calendars of the United States House of Representatives, 101st Congress, Final Edition.
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EXHIBIT 8-C
Path of an Appropriations Act Through Congress

HOUSE SENATE
1 Saboxmmittee
Masknp
Full Committee
2 — Marknp and Report Sabcommittee
[H.R. 1234; H. Rept. 102-567) Markup
3 {
Hoase Floor Full Committee — 3
Actico Markop and Report
[H.R. 1234; S. Rept. 102456
Senate Floor
Action
|
Conference a—— —4
_
Counference Re;n
T ————__, Coanference Report
Approved by House Approved by Senate
Enrolled Bill Sent to
President for Approval
(1) Appropriations bills originate in the House, but Senate Appropriations hearings (and sometimes
mark-ups as well) may coincide with House action.
(2) An appropriations bill is given an “H.R.” number when the full House Committee is about to
report it. This number carries over to Senate action on the bill.
(3) The reports accompanying appropriations bills are usually drafted by the relevant
subcommittees, but it is only the full committee that reports the measure.
(4) The conference report is the version of the bill approved by the conferees. Explanations of the

conference report are presented in the joint statement of the managers (conferees).

SOURCE: Prepared by the Congressional Research Service.
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EXHIBIT 8-K
Conference Action on Appropriations Measures

CONFERENCE REPORT

[To accompany H.R. 5241}

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the bill (HR. 5241)
making appropriations for the Treasury Department, the United
States Postal Service, the Executive ice of the President, and
certain Independeni. Agencies, for the fiscal year ending September
80, 1991, and for other purposes, having met, after full and free
conference, have agreed to recommend and do recommend to their
respective Houses as follows:

That the Senate recede from its amendmenta numbered 4, 5, 8,
15, 17, 21, 30, 32, 47, 55, 58, 61, 62, 63, 64, 65, 66, 91, 92, 93, 94, 95,
96, 97, 98, 99, 100, 102, 104, 106, 107, 108, 109, 110, 111, 118, 119,
120, 121, 123, 124, 125, 126, and 129.

That the House recede from its disagreement to the amendments
of the Senate numbered 2, 9, 18, 22, 28, 24, 25, 81, 34, 87, 43, 44, 60,
67, and 68, and agree to the same.

Amendment numbered 7: 3

That the House recede from its disagreement to the amendment
of the Senate numbered 7, and agree to the same with an amend-
ment, as follows:

In lieu of the sum proposed by said amendment insert
$20,775,000; and the Senate agree to the same.

Amendment numbered 10:

That the House ricede from its disagreement to the amendment
of the Senate numbered 10, and agree to the same with an amend-
ment, as follows:

In lieu of the sum proposed by said amendment insert
$%01,854.000, and the Senate agree to the same.

The numbered amendments referenced in the conference reports are the changes made by the
Senate (in the committee or on the floor) in the amount or language of the House-passed
appropriations measure. These amendments are numbered consecutively and appear in the
version of the measure as passed by the Senate.

To interpret the conference report, one must have both a copy of the conference report and the
Senate-passed version of the measure. The Senate-passed version contains both the
House-passed language and the: Senate amendments, and the conference report contains any
compromise language.

The conference can resolve House-Senate differences by dropping the Senate amendments (for
example, amendments numbered 4, 5, 8 in the exhibit), adopting the Senate amendments (for
example, amendments numbered 2, 9, 13), or revising the amendments with further amendments
that constitute compromises (for example, amendments numbered 7 and 10).

Congressional action on a measure is not complete until both the House and Senate have
successfully disposed of all numbered amendments.

SOURCE: House Report No. 101-906 (conference report to accompany H.R. 5241, Treasury-Postal Service
Appropriations Act for Fiscal Year 1991), October 20, 1990, page 1.
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EXHIBIT 8-L
Continuing Appropriations

Joint Resolution

Making continuing appropriations for the lisca} yeur 1988, and for other purposes.

Resolved by the Senate and House of Representatives of the
United States of America in Congress assembled, That the following
suma are hereby appropriated. out of any money in the Treasury not
otherwise appropriated, and out of applicable corporate or other
revenues, receipts, and funds, for the several departments, agencies,
corporations, and other organizational units of Government for the
fiscal year 1988, and for other purposes, namely:

Sec. 101. (aX1) Such amounts as may be necasar‘)_' for programs,
projects, and activities which were conducted in the fiscal year 1987,
under the current terms and conditions and at a rate for operations
not in excess of the current rate, for which provision wus made in
the followin uent appropriations Acta:

griculture, Rural Development, and Related Agencies 3

&r[ir&priations Act, 1987, and section 1241(aX]) of Public Law

The Departments of Commerce, Justice, and State, the Ju-
diciary, and Related Agencies Appropriations Act, 1987, not-
withstanding section 1ia} of the State Department Basic
Authorities Act of 1956 and section 701 of the Uniled States
Information and Educational Exchange Act of 1948, as
amended;

Sec. 102. Unless vtherwise provided for in this joint resolution or
in the applicable appropriations Act, appropriations and funds mude
available and authority granted pursuant to this joint resolution
shall be available until (a) enactment into law of an appropriation
for any project or activity provided for in this joint resolution, or ib)
enactment of the applicable appropriations Act by both Houses 4
without any provision for such project or activity, or (c) Novem-
ber 10, 1987, whichever first occurs.

A continuing appropriation (often referred to as a “continuing resolution”) is made for agencies
that have not received their regular appropriation by the start of the fiscal year. It has the same
legal effect as a regular appropriation, except that it may be in effect for only part of the fiscal
year.

Although this provision specifies that continuing activities are to be funded at the “current rate,”
other provisions in the continuing resolution may set a different funding level for particular
programs or accounts.

The continuing resolution specifies the regular appropriations measures covered by the
resolution.

The continuing resolution is superseded by enactment of the regular appropriations bills. In this
case, the continuing resolution expired on November 10. None of the regular appropriations
bills were enacted separately that year, necessitating the enactment of three additional continuing
resolutions (the last one was effective through the remainder of the fiscal year).

SOURCE: Public Law 100-120, Further Continuing Appropriations Act for Fiscal Year 1988(101 Star. 789-790).
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EXHIBIT 9-G.
Credit Subsidies: Cash Flows for Direct Loans

AGENCIES

am

22— Accounts
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Treasury Financing Accounts Borrowers
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(ovey time) (over time)

This chart diagrams the cash flows for total direct loans requested in the budget for fiscal year
1992. It traces the cash flows for $4.1 billion in direct loans between the Treasury, program
accounts, financing accounts, and borrowers. Liquidating accounts are not included here
because the chart pertains only to new loans.

These loans have an estimated subsidy cost of $1.2 billion in budget authority. Under the request,
this amount would be appropriated to program accounts for fiscal year 1992 and would flow to
financing accounts when loans are obligated. The loan disbursements would lead to estimated
outlays of $0.7 billion for the fiscal year.

The financing account disburses $4.1 billion to borrowers, of which $3.4 billion (the
unsubsidized portion) is borrowed from the Treasury and $0.7 billion is obtained from the
program accounts. The amount borrowed from the Treasury is repaid over time with interest.

Borrowers receive $4.1 billion from the financing accounts and repay these loans over time with
interest. In many cases, the subsidy cost will be based on expected defaults. Expected defaults
are reestimated annually during the life of the loans and permanent indefinite budget authority
is provided to fund upward reestimates of subsidy budget authority.

SOURCE: OfTice of Management and Budget, background material to accompany “FY 1992 Budget Technical Briefing,”
February 4, 1991.
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Exhibit 10-D
Determination of the Appropriateness of Expenditure

THE COMPTROLLER GENERAL
DECISION OF THE UNITED EBTAT.ES
WAB®MINGBGYON., D.C. 30848

FILE: B-215640 OATE: Jenuary 14, 1985

MATTER OF:

This decision is in response to a request from the
Department of the Navy for a decision as to whether the

l,___*~_ agency is authorized to purchase a heavy-duty chair for

@

(2

an employee for his use in performing official duties.
for the reasons hereafter stated, the purchase of the
chair for the employee's use in performing his official
duties is authorized from appropriated funds.

The facts, briefly stated, are as follows. The
employee has worked for the Department of the Navy since
1966, He is 6'6" in height and weighs about 330 pounds.
Since the inception of his employment with the Navy, due
to his height and weight, he has broken approximately 15
notmal office chairs. The chairs usually bend or break
and have to be discarded. The cost of each chair is about
$200. 1In addition, the employee has a medical condition
that is aggravated by the narrowness and shallowness of
the seat of the normal office chair which does not provide
adequate suppotrt for his thighs and cuts off the circula-
tion of blood in his legs.

The Comptroller General (head of GAO) is often asked to nile whether appropriated funds may
be used for a specific purpose. In deciding on the legality of a proposed expenditure, the
Comptroller General may have to analyze the purpose for which the funds are to be used. If he
finds a “private” purpose -- such as providing employees with special equipment which would
benefit only them -- the expenditure would be disallowed. If he finds, as in this case, that a
reasonable public purpose would be served, the expenditure would be permitted.

Agencies may rely on the decisions of the Comptroller General, and one ruling may establish
a precedent for later cases which present similar issues. Agencies do not refer every question
to the Comptroller General. They often interpret previous rulings or rely on their own
interpretation of an appropriation’s legislative history in determining the legality of an
expenditure.

SOURCE: General Accounting Office, Decision of the Comptroller General, File No. B-215640, January 14, 1985, page

1.
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Exhibit 10-F
Budget Execution Report

REPORT ON BUDGET EXECUTION

Amm——v Asvapmens o Pvvs TEDS am Mteam

SUDOETARY UIROURCES
1 Biget o vt ¢
A Agprege i realiswd
B Aurewrasans dre
C. Other mow suthority ( )
D Mt ahers (+ or =)
* % * % %

SYATUS OF BUDOETARY REBOURCER

a [{]

0 Vendibssd balescm vellatde
A Acgpceamd. A__A }
B Appw .
C. OGher S |

A Dachiignisd talancm sel avallable:
A. AppwGand for mungent povbd” ... ......

» ptiag
C. Dufwrrad®
D Uhasw rtiansd balance of revelviag fund®... ..........
& Other »ot aval
* * *x * %
10 Teear

b
RELATION OF OBLICATIONS TO OUTLAYS !
AND ACCBUXD EXPENDITURES

1 Net unpald ahilgn thans :
A Odligatad tmlance 68 of Octader ... .occvenrncanannn
R Otligaled halance Uvasfuved, pel (4 -
C. Obiimted Malance, end ol poriad . ... .. ___.... .
I

34 Oudlaye (12+A+28B—A0C) . (8
15 Change (s asmmmis payahla met:
A A_Dﬂ’llhi‘nolm‘-l_____i
B AmmmS Farable Lruallo v 2t (+ OF = )aeeenno.
C. Aaremals Payohia nel, end of puricd .. ... .. ... .

1+

A Report on Budget Execution (Standard Form 133) is submitted to OMB within 20 days after
the close of each month. A single form is submitted for each appropriation or fund account. A
copy of the form prepared after the close of each quarter of the fiscal year is submitted to the
House Appropriations Committee.

The budget execution form is divided into three sections. The entries in the first of these sections
-- “Budgetary Resources” -- cotrespond to those on the Apportionment Schedule. This part of
the form itemizes all the resources available in the account.

The middle section of this form -- “Status of Budgetary Resources” -- shows how available
resources have been applied. It reports on the obligations incurred, resources which remain
available for obligation, and unobligated resources which are not available for obligation
because they have not been apportioned for the period covered by the form or have been
impounded.

The final part of the form relates obligations to outlays and accrued expenditures. Accrued
expenditures represent monies owed which have not yet been paid out.

SOURCE: Office of Management and Budget, Standard Form 133.
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1946 Employment Act of 1946

Requires the President to submit an annual economic report to Congress; established the
Council of Economic Advisers.

1946 Legislative Reorganization Act of 1946

Provided for a legislative budget, which was abandoned after several years.

1950 Budget and Accounting Procedures Act of 1950
Established requirements for budgeting, accounting, financial reporting, and auditing.

1967 President’s Commission on Budget Concepts
Adoption of the unified budget.

1970 Legislative Reorganization Act of 1970

Provided for 5-year budget projections and expanded the role of GAO in program
evaluation.

1970 Reorganization Plan No. 2 (Executive Order 11541)
The Bureau of the Budget was renamed the Office of Management and Budget.

1974 Congressional Budget and Impoundment Control Act of 1974

Established the congressional budget process, House and Senate Budget Committees,
and the Congressional Budget Office. Also, established procedures for legislative review
of proposed rescissions and deferrals.

1980 Reconciliation Process

Reconciliation process used for the first time as part of the first budget resolution.

1982 Federal Managers’ Financial Integrity Act

Required ongoing evaluations and reports on each agency’s system of internal control
so as to provide reasonable assurance that obligations and costs are in compliance with law,
revenue and expenditures are properly recorded, and assets are safeguarded against waste,
loss, or unauthorized use.

1985 Balanced Budget and Emergency Deficit Control Act of 1985

Established deficit-reduction goals and procedures (sequestration) aimed at balancing
the budget by fiscal year 1991. Also, made extensive amendments in the Congressional
Budget Act of 1974.
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1987 Balanced Budget and Emergency Deficit Control
Reaffirmation Act of 1987

Revised the sequestration process, extending the goal of a balanced budget until fiscal
year 1993 and requiring that the OMB Director determine if a sequester is necessary.

1990 Budget Enforcement Act of 1990

Revised the sequestration process, abandoning fixed deficit targets in favor of adjustable
targets and establishing two new procedures: discretionary spending limits, which cap
annual appropriations, and pay-as-you-go, which requires that action on spending outside
of the annual appropriations process and on revenue legislation not increase the deficit.
Includes the Federal Credit Reform Act of 1990, which establishes new budgeting and
accounting rules for direct loans and loan guarantees.

1990 Chief Financial Officers Act

Required appointment of Chief Financial Officer in 23 major Federal agencies to oversee
financial management activities, develop and maintain an integrated agency accounting and
financial reporting system, and monitor the execution of the budget.





















Appendix D. GLOSSARY OF BUDGETARY TERMS

CROSSWALK. This term sometimes is used in
reference to allocations made pursuant to
Section 302 (and Section 602) of the
Congressional Budget Act of 1974, in which the
amounts set forth in a budget resolution are
converted to amounts under congressional
committee jurisdictions. The term “crosswalk”
also may refer generally to conversion of
budgetary amounts from one classification to
another.

CURRENT DOLLARS. The dollar value of a
good or service in terms of prices current at the
time the good or service is sold. This is in
contrast to the value of the good or service in
constant dollars.

CURRENT LEVEL. As used by the House of
Representatives in making allocations pursuant
to section 302 (or Section 602) of the
Congressional Budget Actof 1974, refers to new
budget authority and outlays resulting from
existing law, in contrast to new budget authority
and outlays resulting from new legislation.

CURRENT SERVICES ESTIMATES.
Presidential estimates of the levels of budget
authority and outlays that would be required in
the next and future fiscal years to continue
existing services. These estimates reflect the
anticipated costs of continuing Federal
programs without policy changes and are
transmitted to Congress in the President’s
budget.

DEFERRAL. An action or inaction that
temporarily withholds, delays, or effectively
precludes the obligation or expenditure of
budget authority. Deferrals may be made only
for the purposes authorized by the
Antideficiency Act, not for policy reasons. Also,
deferrals may not extend beyond the end of the
fiscal year in which the funds are withheld.

DEFICIENCY APPORTIONMENT. A
distribution by the Office of Management and
Budget of available budgetary resources for the
fiscal year that anticipates the need for
supplemental budget authority. Deficiency
apportionments may only be made under certain
conditions provided for in the Antideficiency
Act. A deficiency apportionment does not
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authorize agencies to exceed available
resources.

DIRECT LOAN. A disbursement of funds (not
in exchange for goods or services) that is
contracted to be repaid, with or without interest.
The dollar value of direct loan obligations is
included in the congressional budget resolution.
The subsidy cost of direct loans is computed in
thePresident’s budget in accord with procedures
established by the Federal Credit Reform Act of
1990.

DIRECT SPENDING. As defined by the
Budget Enforcement Act of 1990, direct
spending includes: (a) budget authority -- and
the outlays derived from it -- provided in laws
other than appropriations acts; (b) entitlement
authority, including appropriated entitlements,
and (c) the Food Stamps Program. Direct
Spending is distinguished by the BEA from
discretionary spending. In making spending
allocations under Section 302 (or Section 602)
of the Congressional Budget Act of 1974, the
Senate Budget Committee includes both
discretionary and mandatory spending in the
term.

DISCRETIONARY SPENDING. As defined
by the Budget Enforcement Act of 1990, budget
authority -- and the outlays derived from it --
provided in annual appropriations acts, other
than appropriated entitlements. Discretionary
spending is distinguished by the BEA from
direct spending.

DISCRETIONARY SPENDING LIMITS.
Ceilings on budget authority and outlays for
discretionary programs set by the Budget
Enforcement Act of 1990. These spending limits
are enforced by congressional rules and
sequestration procedures. Discretionary
spending limits apply to three categories for
fiscal years 1991-1993 (defense, international
affairs, and domestic) and to total discretionary
spending for fiscal years 1994 and 1995.

EMERGENCY APPROPRIATION. As
provided for by the Budget Enforcement Act of
1990, this is an appropriation that the President
and Congress have designated as an emergency.
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Box 6-1.
Changes in the Deficit Outlook Since the Budget Agreement

Shortly after enactment of the Omnibus Budget
Reconciliation Act of 1990 (OBRA-90), which put in
place deficit reduction agreed to by the President
and the Congress that year, the Congressional Bud-
get Office estimated that budget deficits would be re-
duced by nearly $500 billion over the 1991-1995
period, with the deficit down to $29 billion in 1995.
CBO currently estimates that the deficit in 1995 will
be $284 billion (see table below). What has hap-
pened to cause such a dramatic reestimate in the
deficit?

Perhaps as important as what has happened is
what has not happened. First, the reduction in the
deficit resulting from OBRA-90 has not been dra-
matically less than was estimated two years ago. If
the changes in spending and taxes agreed toin 1990
had never happened, the deficits in 1991 through
1995 would be close to $500 billion higher than
current estimates. Second, legislation enacted since
1990 has not significantly increased deficits. In fact,
legislated policy changes account for only $2 billion

of the estimated $255 billion increase in the pro-
jected 1995 deficit.

What has happened is that factors beyond the
direct control of the President or the Congress have
reduced revenues and increased spending for entitle-
ments and other mandatory programs. Revenues
are lower because real economic growth was slower
than anticipated. Lower inflation has also pushed
down revenues, but this effect on the deficit is ap-
proximately offset by lower automatic cost-of-living
adjustments in benefit programs, which are tied to
inflation. Other expenditures in major benefit pro-
grams are up, largely because of dramatic increases
in Medicare and Medicaid spending caused by a
number of technical factors. Although the esti-
mated overall costs of closing ailing thrifts and
banks has not increased since 1990, delays in fund-
ing thrift resolutions has increased the estimated
1995 cost. Finally, net interest costs in 1995 are
higher because of increased deficits in 1991 through
1995, although lower interest rates partially offset
this increase.

Changes in CBO Deficit Projections Since the 1990 Budget Summit
(By fiscalyear, in billions of dollars)

1991 1992 1993 1994 1995
December 1990 Projection 253 262 170 S6 29
Policy Changes
Revenues -1 3 S a a
Outlays
Desert Storm spending® 23 13 10 2 1
Desert Storm contributions 43 -5 0 0 0
Other 1 1 4 2 A
Subtotal -19 1S 14 4 2
Deficit -19 13 9 4 2
Economic Changos
Revenues -3 -58 -78 -90 -102
Outlays 1 -9 -3 -38 -34
Deficit 32 49 47 52 68
Technical Changes
Revenues -24 -38 -42 -38 -36
Outlays
Deposit insurances -28 -108 -28 51 37
Medicaid and Medicare 7 19 32 45 60
Other major benefit programs 8 18 24 24 25
Debt service -1 -2 a 8 18
Other 7 1 13 13 8
Subtotal -21 -n 42 140 148
Deficit 3 -34 84 179 185
Total 16 28 140 235 255
CurrentProjection 270 290 310 291 284
SOURCE:  Congressional Budget Office.
NOTE: The December 1990 projections appeared in Congressional Budget Office, 'The 1990 Budget Agreement: An Interim

Assessment,’’ CBO Paper (December 1990).
a. Lessthan $500 million.
b. Estimated; Desert Storm outlays are not segregated from other defense outlays.
c. Excludes changes in estimated interest paid by two deposit insurance agencies (the Resolution Trust Corporation and the
Bank Insurance Fund) to the Treasury. These payments are intrabudgetary and do not affect the deficit.
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that make enacting deficit reduction, or any
controversial legislation, so difficult also work
against reversing deficit reduction legislation
once it is in place.

The durability of enacted deficit reductions
was demonstrated by the defeat of several at-
tempts in 1992 to tear down the walls between
the defense and domestic discretionary spend-
ing categories and use defense savings to fund
domestic programs at a level above the domes-
tic cap. Given the demand for additional do-
mestic spending and the political climate at
the time, establishing de novo a domestic
spending cap at the level of the BEA cap
almost certainly would have been impossible
in 1992. It was possible, however, to block ef-
forts that would have revised the previously
agreed-upon BEA cap to allow more domestic
spendir -.

Promoting Accountability

One of the problems with Gramm-Rudman-
Hollings was that the fixed deficit targets
made it virtually impossible to identify any
budget participants who were responsible if
the deficit was estimated to exceed the target.
Any excess was the result of numerous factors,
including ones not directly under the control
of any budget participant, such as slower-
than-expected economic growth. The inability
to assign responsibility for the excess made it
more difficult to reach agreement on how to
eliminate it.

In addition, if efforts to cut the deficit were
only partially successful and a sequestration
did occur, it would apply to all programs that
were not specifically exempt from all seques-
trations, whether or not those programs had
already been cut in the effort to reach the tar-
get. Policymakers, therefore, were more hesi-
tant than usual to volunteer cuts for a deficit
reduction package. Furthermore, because
many programs were exempt from sequestra-
tion, advocates of those programs were free to
try to increase spending in those programs or

January 1993

defend them from cuts without worrying about
whether their actions would trigger a
sequestration.

The BEA makes it easy to identify those re-
sponsible for deviations from the budget
agreement, and it applies the sequestration
more precisely than Gramm-Rudman-
Hollings. If discretionary spending exceeds
the cap, legislation within the jurisdiction of
the appropriations committees is clearly re-
sponsible, and any resulting sequestration ap-
plies only to the discretionary spending within
the relevant category (or to all discretionary
spending in 1994 and 1995). If the PAYGO
scorecard shows a net deficit increase, those
who supported legislation that increased man-
datory spending or reduced revenues are
clearly responsible; any sequestration that
does occur applies only to mandatory spend-
ing. Because the two committees that write
tax legislation--the House Ways and Means
Committee and the Senate Committee on Fi-
nance--also have jurisdiction over programs
that represent a very large share of manda-
tory spending, the responsibility for avoiding
net PAYGO deficit increases is more concen-
trated than is at first apparent.

As a result of the clear connection between
legislation and a sequestration, PAYGO legis-
lation that increases the deficit is the subject
of intense scrutiny. The first question asked of
anyone proposing an increase in mandatory
spending or a cut in taxes since the BEA is
almost always "How are you going to pay for
it?" No PAYGO sequestration has yet been
triggered, because any enacted deficit in-
creases have been offset, at least according to
OMB'’s estimates, by measures that reduce the
deficit.

Maintaining Credibility

Gramm-Rudman-Hollings lacked credibility
because it promised results that were virtu-
ally impossible to achieve, and it invited eva-
sion through phony estimates and budgetary
gimmicks.
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sequestration that occurs is aimed only at pro-
grams under the jurisdiction of the appropri-
ators--and only within the offending category
if there are separate category caps. Also, the
scope of the sequestration is comprehensive
because almost no discretionary programs are
exempt.

Mandatory Spending

In contrast to its annual funding of dis-
cretionary programs, the Congress can enact
changes now in mandatory programs and
taxes that will achieve the multiyear deficit
reduction that has been agreed to. The en-
forcement mechanism then merely needs to
prevent legislative actions that would undo
the savings that have been achieved, rather
than put a cap on future spending or a floor
under taxes.

In place of this approach, however, some
people have proposed enacting a cap on future
mandatory spending as a way to force future
action to cut mandatory programs or, failing
that, to achieve savings through future across-
the-board sequestrations of mandatory pro-
grams. As with proposals to set fixed deficit or
deficit reduction targets, the mandatory cap
approach assumes that establishing a new
procedure can force future agreements to take
politically difficult steps (in this case,
agreements to cut mandatory programs) that
are currently not possible. And, as with fixed
targets, a mandatory cap is likely to end up
promising more than it can deliver--with
gimmicks and phony estimates taking the
place of real spending cuts and with promised
automatic cuts lacking credibility (see Box
6-4). The most effective means of reducing
mandatory spending or increasing revenues is
to enact laws now that achieve multiyear defi-
cit reduction and to enforce the new deficit re-
duction package by extending the BEA's
PAYGO procedures for a number of years.

The PAYGO mechanism is not as well fo-
cused or comprehensive as the discretionary
procedures. A tax cut that is not offset by
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mandatory spending cuts or tax increases
would trigger a sequestration of mandatory
spending rather than a tax increase. Further,
the majority of mandatory spending is exempt
from sequestration even though increases in
exempt programs might be the cause of the
sequestration. Although the current PAYGO
system has worked well, expanding the appli-
cation of sequestration would increase the
fairness of the process and expand the number
of policymakers with strong incentives to
avoid sequestration. The President and the
Congress should consider making an auto-
matic increase in taxes a part of PAYGO se-
questration and broadening the base of pro-
grams that are subject to sequestration to in-
clude the vast amount of spending on pro-
grams that primarily benefit the middle class.
These actions would be likely to ensure that
advocates of these benefit programs and advo-
cates of low taxes would actively oppose any
legislation that might lead to a PAYGO
sequestration.

Conclusion

The past indicates that efforts to reduce the
deficit are most likely to be successful if the
President and the Congress first agree on poli-
cy actions and then set up processcs to enforce
them: deficit reduction does not work as well if
the process changes precede the policy actions.
For example, both Gramm-Rudman-Hollings
and the proposed balanced budget amendment
try to force agreement on specific deficit-re-
ducing actions. Processes are not as good at
forcing agreements, however, as they are at
enforcing them. Procedures are important,
but they should not be asked to do what they
cannot. If agreement exists on policy actions,
many of the major process changes (such as
the balanced budget amendment, the line-
item veto, and mandatory caps) that have
been advocated are superfluous. The Congress
and the President should avoid any tempta-
tion to substitute process for policy, but should
recognize the importance of process in ensur-
ing that policy changes are realized.
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IMPLICATIONS OF THE NEW PROCESS

While the new budget process is undeniably complex, it is more flexible
than the old one in some respects, and is likely to be seen as more
equitable and more effective. Even though policymakers and the pub-
lic will chafe at some of its restrictions, the Budget Enforcement Act
sets fiscal policy on a favorable course for the next five years.

Flexibility has been added to the process in three ways. First, the
Budget Enforcement Act allows for adjustments in the discretionary
spending limits and the deficit targets. No longer is there a promise
that the budget will be balanced by a certain date, even though that
promise is inevitably broken because of unforeseen circumstances.
Second, exempting deposit insurance from the pay-as-you-go require-
ment should remove the incentive to delay the resolution of the savings
and loan crisis, which would only increase its long-run cost. A third
element of flexibility is the provision that exempts emergency spend-
ing from the discretionary spending limits and the pay-as-you-go
requirement.

The new discipline will probably be viewed as more equitable for a
couple of reasons. For the next five years, sequestration will fall pri-
marily on categories of spending that exceed their limits. Appropria-
tions will not be cut as long as the appropriators stay within the caps.
Moreover, at least through 1993, spending programs will not be held
hostage to developments that policymakers do not directly control,
such as the state of the economy.

The new process is also likely to be more effective than the old,
both because of its greater equity and for other reasons. Because the
budget horizon will stretch for five years, shifting spending or reve-
nues from one year to another will no longer be readily available as a
means of avoiding real deficit reduction. Lease-purchase arrange-
melts and other accounting devices have been limited by the score-
keeping rules appended to the reconciliation act. And credit reform
will curb other budgetary gimmicks that have existed since before the
Gramm-Rudman-Hollings era.

/3
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As outlined above, the Budget Enforcement Act adds many new
rules to the budget process while removing some of the old ones. Some
of these new constraints will tend to make the budget debate less con-
tentious. But they will also engender new controversies, frustration,
and attempts at evasion.

One major issue, the pace at which defense spending should be re-
duced and how the freed-up funds should be used, will be less im-
portant for the next two years. In 1992 and 1993, reductions in defense
spending cannot be used to increase the amount available for domestic
or international discretionary spending in those years. Holding de-
fense spending below the caps in 1992 and 1993, however, will make it
easier to devote a larger portion of discretionary spending to nonde-
fense purposes in 1994 and 1995.

Although mandatory spending cannot be reduced nor taxes in-
creased to fund discretionary programs, this barrier may not be in-
surmountable. For example, in the area of higher education, some ex-
perts have advocated reducing reliance on guaranteed student loans
and expanding Pell grants. As long as guaranteed student loans are
mandatory and Pell grants are discretionary, such a trade-off is pre-
cluded. If Pell grants were made mandatory, however, both programs

would fall in the pay-as-you-go category, and the impediment would be
removed.

Credit reform will also offer new opportunities for rearranging
spending priorities. Under the old cash-based accounting, to continue
the previous example, cutbacks in guaranteed student loans generated
little immediate budgetary savings. But with credit reform and pay-
as-you-go, these savings will be recognized immediately and will
become available to spend on another entitlement, such as a restruc-
tured Pell grant program.

Other roundabout attempts to increase discretionary spending
may also be expected. Some reports have suggested that there will be
an incentive to increase fees because they will be treated as an offset to
discretionary outlays. But such a frontal assault on the caps may be
precluded, because the Budget Enforcement Act specifies that legis-
lation affecting receipts is included in the pay-as-you-go scorecard. It
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Other adjustments to the limits.—The BEA identi-
fies other adjustments to the discretionary caps that
can be made only after appropriations have been en-
acted. These adjustments can be made to reflect appro-
priations action taken in all years from 1991 through
1995 and include the following:

¢ Internal Revenue Service (IRS) funding: Funding
for the IRS compliance initiative above the CBO
baseline levels estimated in June 1990. The BEA
specifies the amounts of these adjustments.

 Emergency appropriations: Funding for accounts
that the President designates as emergency re-
quirements and that the Congress so designates
in statute. The caps estimated in this report as-
sume enactment of the President’s stimulus pro-
gram, which was designated by the President as
an emergency requirement.

In addition, the BEA provides special allowances for
budget authority for 1992 through 1995, and for outlays
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in 1991 through 1995. The special budget authority
allowances apply primarily to the international and do-
mestic discretionary categories. The allowances are
based on a percentage of the total adjusted discre-
tionary limits for budget authority in 1991 through
1993. The outlays associated with the budget authority
allowances are calculated based on spendout rates con-
tained in the law. These outlays are subtracted from
the outlay allowance, reducing the amounts otherwise
available. In addition to the budget authority allow-
ances for the international and domestic categories,
there is a small budget authority allowance that can
be applied to any of the three discretionary categories.
The dollar amounts for the outlay allowances are speci-
fied in the BEA. In 1991 through 1993, the allowances
are $2.5 billion for defense, $1.5 billion for inter-
national, $2.5 billion for domestic; and, in 1994 and
1995, $6.5 billion for total discretionary.

DISCRETIONARY SPENDING LIMITS

(In milkions of dollars)
1991 1090 1994
DOMESTIC
Domestic limits, Octol 73, 1992 end-ol-session report BA 182.935 209,169 206,325
oL 200,470 215,562 229916
Adjustments:
1992 INMLBHON ...overeecieecere ceentseessecessessasessesseesnsesssasssnssesssssmss e sbessassssoss oot sssmsssssesssssnsasens s ssssns BA -1.823 -1,881
oL -791 -1,515
Credit reform:
Resstmates of credit reform subsidies ......... BA -132 -135
OL -108 -120
Statutory and other shilts between calegones BA -1.047 -206
oL -821 -23
Emergency approprations (release 0f CONBNGBNGIBS) ................c.ceeeeermreesenssssnnnsssnncescennne BA
oL 48 56
Subtotal, domestic adjustments required {0r preview repofl ...........c....ceeeeceeeeveccenrenns BA -3,002 2222
oL -1,672 -1,602
Proview 10port JOMASHC IMILS ..........ceeecmrueceeiessensiessnssenssinesinss assnaees BA 182,935 209.169 206,325 .o
oL 200,470 215,562 229,916
Further adjustments to reflect enactment of the President's proposals;
IRS funding BA 187 188
oL 183 188
Additona) IRS funding proposed in the President’s budget BA 150 157
oL 143 156
Stimulus proposats BA 12191
oL 4,995 5,696 1.865
Specal allowances BA 1.605 1,605
oL 851 1,348
Change 1o speca) allowance thal would resuft from enactment of the President's Stimulus
proposals . BA 12 12 12
oL 6 10 1"
Subtotal, further domestic adjustments BA 12,203 1,94 1,962
oL 5,001 6.883 3,568
Estimated end-of-session domestic limits BA 182,935 209,169 218528 s
oL 200.470 215,562 234917
INTERNATIONAL
(ntemational lemits, October 23, 1992 end-di-session report BA 21,245 22,191 35,081
oL 20,296 19,840 20,601
Adjustments:
1992 infiabon ... BA -366 -375

oL -105 -151
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DISCRETIONARY SPENDING LIMITS—Continued
(In mions of dodars)

1901

Reestimates of oedi reform subsidies BA
oL
Subtotal, international adastments requUIBN for PEBVIBW rBpOM ................eceureeniveneens BA
oL
Preview report intemational Emity BA 21,245
oL 20.296
Specal aliowances BA
ot
Change !0 specal aliowarce tha! would resuft from enaciment of the Presdent's Stimulus
proposals BA
oL
Subtotal, fwrther international adjustments BA
oL
Estimated end-ol-session intemadional limits BA 21,245
oL 20.296
DEFENSE
Defense limds. October 23, 1992 and-of-session report BA 332918
oL 330.802
Adjustments:
1992 inflabon BA
oL
Desent Shieid/Desent Stomn ouBay reestimales BA
oL
Subtotal, defense adjustments raquired {OF PIEVIEW 1EPOM ..............ccoueuumerucnseesareenns BA
oL
Preview report delense limits BA 332,918
oL 330.802
Further adjustients to reflect enactment of the President’s proposals:
Stimuius proposals ... BA
oL
Estimated end-of-session defense limits BA 332,918
oL 330.802
TOTAL DISCRETIONARY
Disoretionary fimits, October 23, 1992 end-ol-session report BA 537.096
oL 551,568
Adjustments required for preview report
Domestic BA
oL
Intemational BA
oL
Detensa BA
oL
Sublotal, discretionary adjustments required for praview r8pOrt ................coeoveeereerenne BA
oL
Preview repon discretionary limite BA 537.098
oL 551,568
Further adjustiments for end-ol-session report
Domestic BA
oL
Intemational BA
oL
Defenss ....... BA
oL
Estimated end-ol-session discretionary limits BA 537.098
oL 551,568

22,191
19.840

22191
19,840

305.288
310.299

305.288
310,299

305,288
310,299

536,648
545,701

536,648
545.701

538,648
545,701

35,081
20,601

10

10

35.091
20,605

289,651
298,861

289,651
298.861

289,657
298,865

531,056
549,378

135

10 10
6 8

1,278 1278
589 845
-2026  -2078
881 -1512
-1 -100
-2028  -2078
-882  -1612
515312 522,071
539877 542,285
-0 2222
-1672  ~1.602
-384 -In
-69 -119
-2028 2078
882  -1612
-5392  -4673
-2623  -333
509920  517.398
537254 539952
1954 1962
6.883 3,568
1.278 1.278
589 845
513152  520.638
544727 543365
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The actual adjustments to the discretionary caps to
be included in the final sequester report at the end
of the current session of Congress cannot be determined
until appropriations have been enacted. The *Discre-
tionary Spending Limits” table shows the end-of-session
adjustments that would result if the President’s discre-
tionary proposals were enacted. The President’s request
includes funding in 1994 for the IRS compliance initia-
tive. Further, the Administration proposes to revise
these amounts in budget enforcement reform legislation
to be consistent with increased compliance initiative
funding proposed in the budget.

Consistent with the BEA, the President’s request as-
sumes an increase in budget authority and outlays
based on.the special allowance formulas. The adjust-
ment to total discretionary in 1994 would increase
budget authority by $2.9 billion and outlays by $1.4
billion. In addition, about $1.1 billion of the outlay al-
lowance has been used by the special budget authority
allowances calculated for 1992 and 1993. The remaining
outlay allowance available in 1994 would be $3.9 bil-
lion.

The President’'s budget proposals for discretionary
programs are below the adjusted caps, as currently esti-
mated, in 1994 and 1995. The table below displays the
President’s proposals excluding the discretionary invest-
ment proposals. The Administration believes that it is
essential that the President’s investment proposals be
considered as part of the Administration's entire eco-
nomic plan.

Sequester determinations.—Five days after enact-
ment of an appropriations act. OMB must submit a
report to Congress estimating the budget authority and
outlays provided by the legislation for the current year
and the budget year. These estimates must be based
on the same economic and technical assumptions used
in the most recent President’'s budget. In addition, the
report must include CBO estimates and explain the
differences between the OMB and CBO estimates. The
OMB estimates are used in all subsequent calculations
to determine whether a breach of any of the budget
authority or outlay caps has occurred, and whether a
sequester 18 required.

Compliance with the discretionary caps is monitored
throughout the fiscal year. The first determination of
whether a sequester is necessary for a given fiscal vear
occurs when the final sequestration report is issued
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after Congress adjourns to end a session—near the be-
ginning of the fiscal year. The monitoring process be-
gins again after Congress reconvenes for a new session.
Appropriations for the fiscal year in progress that cause
a breach in any of the category caps would, if enacted
before July 1st, trigger a sequester in that category.
When such a breach is estimated, a “within-session”
sequestration report and Presidential sequestration
order are issued. For a breach that results from appro-
priations enacted on or after July 1lst, reductions nec-
essary to eliminate the breach are not applied to the
budgetary resources available in the current year. In-
stead, the corresponding caps for the following fiscal
year are reduced by the amount of the breach.

A within-session sequester can only be caused by
newly enacted appropriations. Reestimates of budget
authority and outlays for already enacted funds cannot
trigger a sequester. A within-session sequester for any
of the three discretionary categories for 1993 is possible
only if additional appropriations for 1993 are enacted.
OMB reported in the Final Sequestration Report to the
President and the Congress that enacted discretionary
appropriations for 1993 were within the prescribed
spending limits.

Sequester calculations.—If either the budget au-
thority or outlay caps are exceeded in a discretionary
category, an across-the-board reduction of sequestrable
budgetary resources in that category would be required
to eliminate the breach. The percentage reduction for
certain special-rule programs would be limited to 2 per-
cent. Once this limit is reached, the uniform percentage
reduction for all other discretionary sequestrable re-
sources in that category would be increased to a level
sufficient to achieve the required reduction.

If both the budget authority and outlay caps are ex-
ceeded, a sequester would first be calculated to elimi-
nate the budget authority breach. If estimated outlays
still remained above the cap. even after applying the
available outlay allowance, further reductions in budg-
etary resources to eliminate the outlay breach would
then be required.

Comparison between OMB and CBO discre-
tionary limits.—Section 254(d)(5) of the BEA requires
an explanation of differences between OMB and CBO
estimates for the discretionary spending limits. CBO
assumes lower credit subsidy costs than does OMB,

BUDGET PROPOSALS
(In milions of doitars)

President’s discrefionary proposals (excluding discrebonary in-

vestment proposals) BA
oL
Discrabonary kmits BA
oL

President's discretionary proposals below (~) the discretionary
caps BA
oL

1004 1095 1906 1997 1998
492.466 493,504 495,155 493,248 503.671
544,199 539,064 531.110 517,682 525,867
513.152 520,638
544,727 543,365
-20.686 -27.134

-528 -4.301





















POINTS OF ORDER UNDER THE
CONGRESSIONAL BUDGET ACT OF 1974

INTRODUCTION

The Congressional Budget Act of 1974 (Titles I-IX of P.L. 93-344, as
amended) establishes certain requirements for congressional action on budgetary
legislation. These requirements establish conditions for the adoption of the
budget resolution, provide for the timing of congressional action on spending
and revenue legislation, ensure that congressional action on spending and
revenue legislation is consistent with levels established in the budget resolution,
and set forth other guidelines for the content and consideration of budgetary
legislation.

Budget Act requirements generally are enforced through points of order
that can be raised when the House or Senate considers budgetary measures.
These points of order are set forth in various sections of Titles III, IV, and VI
of the Act. Table 1 below summarizes the points of order that can be raised
under the 1974 Budget Act.

In recent years, major changes have been made in Budget Act requirements
and provisions establishing points of order in conjunction with the enactment
and modification of the Balanced Budget and Emergency Deficit Control Act of
1985 (P.L. 99-177, as amended; known as the Gramm-Rudman-Hollings Act, or
GRH). The Gramm-Rudman-Hollings Act set forth annual deficit targets
leading to a balanced budget by fiscal year 1991 and created an emergency
spending reduction procedure, known as sequestration, to keep the estimated
deficit from exceeding the target level. GRH also amended the 1974 Budget Act
to strengthen existing requirements and add new provisions to enforce
compliance with the annual deficit targets during congressional action on
budgetary legislation.

In 1987, Congress enacted the Balanced Budget and Emergency Deficit
Control Reaffirmation Act (Title I of P.L. 100-119) to revise and extend the GRH
deficit targets through fiscal year 1993 and modify the sequestration process.
Title II of P.L. 100-119 further modified budget enforcement. procedures under
the 1974 Budget Act.

At the close of the 101st Congress, further major changes in GRH and the
1974 Budget Act were enacted into law as part of a five-year deficit reduction
agreement. The Budget Enforcement Act of 1990 (Title XIII of the Omnibus
Budget Reconciliation Act of 1990, P.L. 101-508) established special procedures
to enforce a five-year deficit reduction plan embodied in the fiscal year 1991
budget resolution (H.Con.Res. 310; see especially the accompanying conference















































