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ABSTRACT 

The r e p o r t  e x p l a i n s  b r i e f l y  t h e  major f e a t u r e s  o f  t h e  Balanced Budget and 
Emergency D e f i c i t  C o n t r o l  Act o f  1985 ( P u b l i c  Law 99-177), commonly r e f e r r e d  t o  
a s  t h e  Gramm-Rudman-Hollings Act. Following a  s h o r t  overview o f  t h e  d e f i c i t  
r e d u c t i o n  p r o c e s s ,  t h e  r e p o r t  o u t l i n e s  t h e  d e f i c i t  c o n t r o l  t i m e t a b l e  f o r  each  
o f  f i s c a l  y e a r s  1987-1991 (and t h e  a c c e l e r a t e d  t i m e t a b l e  f o r  f i s c a l  y e a r  19861, 
d e s c r i b e s  t h e  p rocedures  f o r  e l i m i n a t i n g  e x c e s s  d e f i c i t s ,  d i s c u s s e s  how t o  
compute t h e  r e q u i r e d  spending r e d u c t i o n s ,  and summarizes t h e  s e q u e s t r a t i o n  
o f  funds f o r  f i s c a l  yea r  1986. The r e p o r t  a l s o  i d e n t i f i e s  t h e  programs 
exempted from emergency d e f i c i t  r e d u c t i o n  p rocedures  and t h o s e  t h a t  have 
s p e c i a l  r u l e s  f o r  making r e d u c t i o n s .  
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EXPLANATION OF THE BALANCED BUDGET AND 
EMERGENCY DEFICIT CONTROL ACT OF 1985--PUBLIC LAW 99-177 

(THE GRAMM-RUDMAN-HOLLINGS ACT) 

I. OVERVIEW OF THE DEFICIT REDUCTION PROCESS - 1/ 

The Balanced Budget and Emergency D e f i c i t  C o n t r o l  Act o f  1985 ( t h e  Gramm- 
~udman-Hol l ings  Ac t ) ,  P u b l i c  Law 99-177, p rov ides  f o r  annual  r e d u c t i o n s  i n  t h e  
budget  d e f i c i t  from $171.9 b i l l i o n  i n  f i s c a l  year  1986 t o  z e r o  i n  f i s c a l  y e a r  
1991. The Act e s t a b l i s h e s  p rocedures  t o  r educe  d e f i c i t s  t o  t h e  annua l  maximum 
l e v e l s  through t h e  mandatory s e q u e s t r a t i o n  o f  funds .  

The amount and pe rcen tage  o f  r e q u i r e d  r e d u c t i o n  i s  de te rmined  by t h e  
Compt ro l l e r  General  on t h e  b a s i s  o f  a  j o i n t  OMB/CBO r e p o r t  e s t i m a t i n g  t h e  
f i s c a l  y e a r ' s  d e f i c i t ,  expec ted  economic c o n d i t i o n s ,  and t h e  budget  b a s e  o f  
a c c o u n t s  and programs. 

The Comptrol ler  General  i s s u e s  a  r e p o r t  s e t t i n g  f o r t h  t h e  amount o f  
r e d u c t i o n  t o  be made i n  e a c h  nondefense account  and i n  each  d e f e n s e  program, 
p r o j e c t ,  and a c t i v i t y .  The t o t a l  r e d u c t i o n  i s  e q u a l l y  d i v i d e d  between 
d e f e n s e  and nondefense programs ( w i t h  h a l f  o f  r e d u c t i o n s  i n  r e t i r e m e n t  c o s t -  
o f - l i v i n g  i n c r e a s e s  l i s t e d  a s  d e f e n s e  r e d u c t i o n s ) .  Except f o r  programs w i t h  
s p e c i a l  r u l e s ,  e q u a l  pe rcen tage  r e d u c t i o n s  a r e  made w i t h i n  each  o f  t h e s e  
c a t e g o r i e s ,  s o  t h a t  a l l  d e f e n s e  programs a r e  reduced by a  uniform p e r c e n t a g e  
and nondefense programs a r e  reduced by t h e i r  own uniform p e r c e n t a g e .  The 
r u l e s  f o r  computing t h e  r e d u c t i o n s  a r e  s p e l l e d  o u t  i n  t h i s  r e p o r t .  

The P r e s i d e n t  i s  r e q u i r e d  t o  implement, through a  s e q u e s t r a t i o n  o r d e r ,  
t h e  r e d u c t i o n s  s p e c i f i e d  by t h e  Comptrol ler  Genera l .  With t h e  e x c e p t i o n  
o f  some l i m i t e d  d i s c r e t i o n  w i t h  r e s p e c t  t o  f i s c a l  1986 d e f e n s e  programs, t h e  
P r e s i d e n t  i s  n o t  p e r m i t t e d  t o  a l t e r  t h e  r e d u c t i o n s  p r e s c r i b e d  by t h e  Compt ro l l e r  
Genera l .  

The OMB/CBO and GAO r e p o r t s  a r e  i s s u e d  twice  each y e a r ,  i n  August and i n  
Oc tober ;  t h e  P r e s i d e n t  i s s u e s  an i n i t i a l  s e q u e s t r a t i o n  o r d e r  on September 1 
and a  f i n a l  o r d e r  on October  1 5 .  Congress cou ld  e n a c t  d e f i c i t - r e d u c t i o n  
l e g i s l a t i o n  i n  t h e  i n t e r v e n i n g  pe r iod  t o  d i m i n i s h  o r  e l i m i n a t e  s e q u e s t r a t i o n .  

1/  T h i s  r e p o r t  w i l l  be r e v i s e d  a s  n e c e s s a r y  t o  t a k e  i n t o  accoun t  any  
s i g n i T i c a n t  developments a f f e c t i n g  t h e  o p e r a t i o n  o f  t h e  Gram-Rudman-Hollings 
Ac t  . 



A number o f  programs ( i n c l u d i n g  i n t e r e s t ,  s o c i a l  s e c u r i t y ,  v e t e r a n s '  
compensation and pens ions ,  med ica id ,  AFDC, SSI,  W I C ,  and food stamps) a r e  not  
s u b j e c t  t o  t h e  s e q u e s t r a t i o n .  I n  a d d i t i o n ,  c e r t a i n  programs would be s u b j e c t  
t o  l i m i t e d  s e q u e s t r a t i o n .  

The s e q u e s t r a t i o n  p r o c e s s  and r e l a t e d  r e s t r i c t i o n s  may be  suspended by 
Congress i n  c a s e  o f  r e c e s s i o n ;  they  would no t  a p p l y  i n  wartime. 

The Act e s t a b l i s h e s  f a l l b a c k  procedures  i n  t h e  even t  t h a t  t h e  s e q u e s t r a t i o n  
p rocess  i s  i n v a l i d a t e d  by t h e  c o u r t s .  The f a l l b a c k  provides  f o r  exped i t ed  
c o n g r e s s i o n a l  c o n s i d e r a t i o n  o f  a  measure t r i g g e r i n g  the  s e q u e s t r a t i o n  p r o c e s s .  

The Act b a r s  t h e  P r e s i d e n t  from s u b m i t t i n g  a  budget w i t h  a  d e f i c i t  t h a t  i s  
g r e a t e r  than t h e  maximum l e v e l  f o r  t h e  f i s c a l  yea r .  It a l s o  b a r s  Congress 
from c o n s i d e r i n g  any budget r e s o l u t i o n  w i t h  a  d e f i c i t  i n  e x c e s s  o f  t h e  maximum 
l e v e l .  

The Act makes a  number o f  changes i n  the  budget p r o c e s s .  It removes s o c i a l  
s e c u r i t y  from t h e  f e d e r a l  budget ( excep t  f o r  computation o f  t h e  e x c e s s  d e f i c i t )  
but  p l a c e s  a l l  o t h e r  off -budget  e n t i t i e s  i n  t h e  budget .  It a c c e l e r a t e s  t h e  
t i m e t a b l e  f o r  c o n g r e s s i o n a l  budget a c t i o n  and s t r e n g t h e n s  t h e  enforcement o f  
c o n g r e s s i o n a l  budget d e c i s i o n s .  



11. MAXIMUM DEFICIT  LEVELS 

The maximum d e f i c i t  f o r  each f i s c a l  year  from 1986 th rough  1991 i s :  

FY 1986 $171.9 b i l l i o n  

FY 1987 $144 b i l l i o n  

FY 1988 $108 b i l l i o n  

FY 1989 $ 72 b i l l i o n  

FY 1990 $ 36 b i l l i o n  

FY 1991  $ 0 b i l l i o n  

The d e f i c i t  s e t  f o r t h  i n  t h e  budget submi t t ed  by t h e  P r e s i d e n t  and i n  t h e  
budget  r e s o l u t i o n  adopted by Congress i s  n o t  t o  exceed t h e  maximum l e v e l  f o r  
t h a t  f i  s c a l  y e a r .  

I f  t h e  d e f i c i t  i s  e s t i m a t e d  ( a c c o r d i n g  t o  t h e  p rocedures  o f  t h e  Act t o  
exceed t h e  maximum l e v e l  by $10 b i l l i o n  i n  1987-1990, s p e c i a l  d e f i c i t  r e d u c t i o n  
requ i rements  a r e  t o  be  t r i g g e r e d .  These requ i rements  would be  t r i g g e r e d  by 
any e x c e s s s  d e f i c i t  f o r  t h e  1986 or  t h e  1991 f i s c a l  y e a r s .  



111. MODIFIED PROCEDURES FOR FISCAL YEAR 1986 

Because t h e  1986 f i s c a l  yea r  i s  a l r e a d y  i n  p r o g r e s s ,  t h e  Act h a s  a  somewhat 
compressed t i m e t a b l e  f o r  t h e  y e a r .  

The j o i n t  OMBICBO r e p o r t  and t h e  r e p o r t  o f  t h e  Comptrol ler  General  which 
i d e n t i f y  any e x c e s s  d e f i c i t ,  c a l c u l a t e  t h e  base  from which r e d u c t i o n s  a r e  t o  be 
made, and s p e c i f y  t h e  d o l l a r  and pe rcen tage  r e d u c t i o n s ,  were i s s u e d  a s  scheduled 
i n  January.  The P r e s i d e n t ' s  s e q u e s t r a t i o n  o r d e r  was i s s u e d  a s  scheduled on 
February  1 ,  a t  which t ime  t h e  a f f e c t e d  budget a u t h o r i t y  and o t h e r  funds  were 
wi thhe ld  from o b l i g a t i o n .  The f i n a l  s e q u e s t r a t i o n  o r d e r  c a n c e l l i n g  t h e  budget 
a u t h o r i t y  i s  t o  t a k e  e f f e c t  March 1, 1986. 

The maximum d e f i c i t  i s  s e t  a t  $171.9 b i l l i o n .  The amount t o  be  s e q u e s t e r e d  
would be  7/12 o f  t h e  d e f i c i t  i n  e x c e s s  o f  t h i s  amount. However, t h e  maximum 
spending r e d u c t i o n  f o r  f i s c a l  1986 i s  $11.7 b i l l i o n ,  r e g a r d l e s s  o f  t h e  amount 
o f  excess  d e f i c i t .  

Cos t -o f - l iv ing  pension i n c r e a s e s  scheduled t o  t a k e  e f f e c t  January  1, 1986 
have been suspended u n t i l  March 1. These i n c r e a s e s  would be paid r e t r o a c t i v e l y  
t o  t h e  e x t e n t  t h a t  t h e y  exceed the  r e q u i r e d  r e d u c t i o n s .  

S e c t i o n  V I I  of  t h i s  r e p o r t  d i s c u s s e s  more f u l l y  t h e  a c t i o n s  taken w i t h  
r e s p e c t  t o  f i s c a l  year  1986. 



I V .  DEFICIT CONTROL TIMETABLE 

The t i m e t a b l e  f o r  f i s c a l  yea r  1986 ( t h e  c u r r e n t  f i s c a l  y e a r )  d i f f e r s  from 
t h a t  o f  subsequent  y e a r s .  Some o f  t h e  s t e p s  a r e  omi t t ed  i n  f i s c a l  y e a r  1986, 
and 

1. 

2. 

3 .  

4 .  

5 .  

o t h e r s  occur  l a t e r  i n  the f i s c a l  y e a r .  

J a n .  15 Aug. 20 OMB/CBO d e f i c i t  and s e q u e s t r a t i o n  r e p o r t  
t o  GAO 

J a n .  20 Aug. 25 

Feb. 1 Sep t .  1 

GAO r e p o r t  t o  P r e s i d e n t  and Congress on 
d e f i c i t  and s e q u e s t r a t i o n  amounts 

P r e s i d e n t ' s  i n i t i a l  s e q u e s t r a t i o n  o r d e r  
based on GAO r e p o r t  

February  September Congress may c o n s i d e r  d e f i c i t  r e d u c t i o n s  
under r e g u l a r  p rocedures  

March 1 Oct.  1 

9. A p r i l  1 

Oct. 5 

Oct .  10 

Oct.  15  

Nov. 15 

P r e s i d e n t ' s  o r d e r  t a k e s  e f f e c t .  I n  f i s c a l  
1986, t h e  budget  a u t h o r i t y  and o t h e r  
funds  a r e  c a n c e l l e d  on March 1; i n  subsequent  
y e a r s ,  t h e s e  funds  a r e  w i t h h e l d  from 
o b l i g a t i o n  a s  o f  October  1. 

Revised OMB/CBO r e p o r t  t o  t a k e  accoun t  o f  
a c t i o n s  s i n c e  Aug. 20 r e p o r t  

Revised GAO r e p o r t  t o  P r e s i d e n t  

F i n a l  s e q u e s t r a t i o n  o r d e r  t a k e s  e f f e c t  
and funds  a r e  c a n c e l l e d  

GAO i s s u e s  compl iance  r e p o r t  



V .  ELIMINATION OF EXCESS DEFICITS 

The Act p r o v i d e s  a  s e r i e s  o f  s t e p s  f o r  e s t i m a t i n g  t h e  d e f i c i t  f o r  each 
f i s c a l  yea r  and f o r  s e q u e s t e r i n g  funds  t o  e l i m i n a t e  any e x c e s s  d e f i c i t .  The 
p r o c e s s  i s  e f f e c t i v e - - b u t  w i t h  modif ied  procedures--for t h e  c u r r e n t  f i s c a l  
y e a r  ( f i s c a l  yea r  1986).  

The numbered s t e p s  s e t  f o r t h  below correspond t o  t h e  sequence o f  s t e p s  i n  
t h e  d e f i c i t  c o n t r o l  t i m e t a b l e .  

1.  oMB/CBO. The d e f i c i t  r e d u c t i o n  p rocess  beg ins  wi th  a  j o i n t  OMB/CBO 
r e p o r t  i s s u e d  i n  August ( excep t  f o r  f i s c a l  y e a r  1986) e s t i m a t i n g  t h e  
d e f i c i t  f o r  t h e  ensu ing  f i s c a l  yea r  ( i n  f i s c a l  1986, f o r  t h e  f i s c a l  
yea r  i n  p r o g r e s s . )  Th i s  r e p o r t  e s t i m a t e s  t h e  expected r a t e  o f  
economic growth and whether ( f o r  a l l  y e a r s  except  f i s c a l  y e a r s  1986 
and 1991) t h e  d e f i c i t  w i l l  be more t h a n  $10 b i l l i o n  i n  e x c e s s  o f  t h e  
maximum l e v e l .  

I f  t h e  OMB and CBO d i r e c t o r s  cannot  a g r e e  on common e s t i m a t e s ,  t h e y  
average t h e i r  e s t i m a t e s  f o r  purposes  o f  t h e  d e f i c i t  r e d u c t i o n  p rocess .  

The OMB/CBO r e p o r t  a l s o  e s t i m a t e s  f o r  each nondefense account  
and f o r  each d e f e n s e  program, p r o j e c t ,  and a c t i v i t y  (PPA) t h e  base  
from which r e d u c t i o n s  a r e  t o  b e  taken and t h e  d o l l a r s  and pe rcen tages  
by which r e d u c t i o n s  a r e  t o  be made t o  lower t h e  e s t i m a t e d  d e f i c i t  
t o  t h e  maximum l e v e l .  

Budget Base.  I n  computing t h e  r e q u i r e d  r e d u c t i o n s ,  t h e  August OMB/CBO 
r e p o r t  s h a l l  use a  budget base  t h a t  assumes: 

-- f o r  r evenues ,  t h a t  c u r r e n t  law w i l l  c o n t i n u e  f o r  
t h e  f i s c a l  y e a r ,  and t h a t  ( excep t  f o r  c e r t a i n  e x c i s e  
t a x e s )  e x p i r i n g  p r o v i s i o n s  w i l l  t e r m i n a t e  a s  schedu led ;  

-- f o r  e n t i t l e m e n t s ,  t h a t  c u r r e n t  law w i l l  c o n t i n u e  
and e x p i r i n g  laws w i l l  e x p i r e  ( excep t  f o r  CCC p r i c e  
suppor t  programs which a r e  assumed t o  c o n t i n u e  a t  
c u r r e n t  r a t e s )  ; 

-- f o r  annual  a p p r o p r i a t i o n s ,  t h e  amounts enac ted  f o r  
t h e  f i s c a l  y e a r ,  o r  i f  t h e  a p p r o p r i a t i o n  h a s  no t  been 
e n a c t e d  y e t ,  t h e  amounts a p p r o p r i a t e d  f o r  the  p r i o r  y e a r ;  

-- f o r  f e d e r a l  pay, t h a t  s t a t u t o r y  ad jus tments  w i l l  be 
a s  recommended by t h e  P r e s i d e n t ,  but  t h a t  t h e s e  ad jus tments  
w i l l  not  reduce pay r a t e s ;  

-- f o r  medicare  i n p a t i e n t  h o s p i t a l  s e r v i c e s ,  t h e  most 
r e c e n t  HCFA r e g u l a t i o n s .  

D e f e r r a l s  proposed by t h e  P r e s i d e n t  a r e  n o t  t o  be  t aken  i n t o  account 

i n  computing t h e  b a s e  budge t .  



2 .  Repor t  by t h e  Compt ro l l e r  Genera l .  The Compt ro l l e r  General  r ev iews  
t h e  OMB/CBO r e p o r t  and "wi th  due r e g a r d  f o r  t h e  d a t a ,  a s s u m p t i o n s ,  
and methodologies ' '  i n  i t ,  i s s u e s  a  r e p o r t  i d e n t i f y i n g  t h e  e x c e s s  
d e f i c i t ,  and ( i f  t h e  e x c e s s  i s  more than  $10 b i l l i o n  i n  FY 1987-1990, 
and more t h a n  ze ro  i n  FY 1986 o r  FY 1991) s p e c i f y i n g  t h e  b a s e  from 
which r e d u c t i o n s  a r e  t o  b e  made i n  each nondefense accoun t  and each 
d e f e n s e  PPA, and t h e  d o l l a r s  and pe rcen tage  r e d u c t i o n  i n  e a c h  a c c o u n t .  

The Compt ro l l e r  General  e x p l a i n s  any d i f f e r e n c e s  between h i s  
r e p o r t  and t h e  OMB/CBO r e p o r t .  

3 .  P r e s i d e n t ' s  I n i t i a l  S e q u e s t r a t i o n  Repor t .  I f  t h e  Compt ro l l e r  
General  h a s  i d e n t i f i e d  an e x c e s s  d e f i c i t ,  t h e  P r e s i d e n t  i s s u e s  on 
September 1 ( e x c e p t  f o r  f i s c a l  y e a r  1986) an o r d e r  t h a t  e l i m i n a t e s  
t h e  e x c e s s  d e f i c i t  i n  s t r i c t  conformance w i t h  t h e  s e q u e s t r a t i o n  
requ i rements  o f  t h e  Act .  

The P r e s i d e n t ' s  s e q u e s t r a t i o n  o r d e r  may n o t  modify  o r  r e c a l c u l a t e  
any o f  t h e  e s t i m a t e s  and d e t e r m i n a t i o n s  o f  t h e  Compt ro l l e r  G e n e r a l ' s  
r e p o r t  and must be  c o n s i s t e n t  w i t h  i t  i n  a l l  r e s p e c t s .  The o n l y  
f l e x i b i l i t y  t h e  P r e s i d e n t  h a s  p e r t a i n s  t o  l i m i t e d  d i s c r e t i o n  i n  
a l l o c a t i n g  de fense  r e d u c t i o n s  i n  f i s c a l  1986. 

The amounts s e q u e s t e r e d  under t h i s  i n i t i a l  o r d e r  a r e  w i t h h e l d  from 
o b l i g a t i o n  pending i s s u a n c e  o f  t h e  f i n a l  o r d e r  on October  15 ( e x c e p t  
f o r  FY 1986) .  

Cos t -o f - l iv ing  i n c r e a s e s  (COLAS) scheduled t o  t ake  e f f e c t  a t  t h e  
s t a r t  o f  a  f i s c a l  y e a r  a r e  t o  be suspended u n t i l  i s s u a n c e  o f  t h e  
f i n a l  o r d e r .  ( I n  f i s c a l  yea r  1986, t h e  COLAs a r e  suspended u n t i l  
March 1, when t h e  f i n a l  s e q u e s t r a t i o n  o r d e r  t a k e s  e f f e c t . )  I f  t h e  
f i n a l  o r d e r  p r o v i d e s  f o r  payment o f  a l l  o r  p a r t  o f  t h e s e  COLAs, 
t h e  amounts wi thhe ld  s h a l l  b e  r e s t o r e d  t o  e l i g i b l e  pe r sons .  

4. Congress iona l  Ac t ion .  The Act does  n o t  e x p r e s s l y  p r o v i d e  f o r  
c o n g r e s s i o n a l  a c t i o n  i n  r esponse  t o  t h e  i n i t i a l  s e q u e s t r a t i o n  r e p o r t .  
However, t h e  Act s e t s  a s i d e  a  month between i s s u a n c e  o f  t h e  i n i t i a l  
o r d e r  and i t s  e f f e c t i v e  d a t e ,  d u r i n g  which Congress can  p a s s  i t s  
own d e f i c i t  r e d u c t i o n s .  I f  r e d u c t i o n s  were e n a c t e d  i n t o  law, t h e i r  
impact on t h e  d e f i c i t  would be  t aken  i n t o  accoun t  i n  t h e  r e v i s e d  
0MB/CBO and GAO r e p o r t s ,  and i n  t h e  P r e s i d e n t ' s  f i n a l  s e q u e s t r a t i o n  
o r d e r .  

Moreover, t h e  Act p r o v i d e s  a  r e c o n c i l i a t i o n - t y p e  p rocedure  ( i n  t h e  
Sena te  o n l y )  by which t h e  Sena te  cou ld  c o n s i d e r  i t s  own d e f i c i t  
r e d u c t i o n s .  

5. The P r e s i d e n t ' s  o r d e r  t a k e s  e f f e c t .  The s e q u e s t r a t i o n  o r d e r  i s s u e d  
one month e a r l i e r  t a k e s  e f f e c t  on October 1.  I n  t h e  f i s c a l  y e a r  1986 
p r o c e s s ,  funds  covered by t h e  o r d e r  would be  c a n c e l l e d  a s  o f  March 1. 
I n  subsequent  f i s c a l  y e a r s ,  t h e s e  funds  would b e  w i t h h e l d  from 

o b l i g a t i o n  pending i s s u a n c e  o f  t h e  f i n a l  s e q u e s t r a t i o n  o r d e r .  



6.-7. Revised OMB/CBO and GAO Repor t s .  Except d u r i n g  f i s c a l  y e a r  1986, 
OMB/CBO s h a l l  submit  a  r e p o r t  t h a t  t a k e s  i n t o  account  l e a i s l a t i o n  - 
enac ted  and r e g u l a t i o n s  promulgated a f t e r  submiss ion o f  t h e i r  
i n i t i a l  r e p o r t  i n  August. T h i s  r e v i s e d  r e p o r t  s h a l l  a d j u s t  t h e  
d e f i c i t  e s t i m a t e s  and s e q u e s t r a t i o n  c a l c u l a t i o n s  f o r  t h e s e  a c t i o n s ,  
but  i t  s h a l l  use  t h e  same economic and o t h e r  e s t i m a t i n g  assumpt ions  
a s  t h e  i n i t i a l  r e p o r t .  

The Compt ro l l e r  General  s h a l l  i s s u e  a  r e v i s e d  r e p o r t  a d j u s t i n g  t h e  
e s t i m a t e s  and r e d u c t i o n s  i n  t h e  l i g h t  o f  t h e  r e v i s e d  OMBICBO r e p o r t .  

8. F i n a l  S e q u e s t r a t i o n  Order .  The P r e s i d e n t  s h a l l  i s s u e  a  f i n a l  
s e q u e s t r a t i o n  o r d e r  implementing wi thout  change t h e  r e d u c t i o n s  
s e t  f o r t h  i n  t h e  r e v i s e d  r e p o r t  o f  t h e  Comptrol ler  Genera l .  

Upon i s s u a n c e  o f  t h i s  o r d e r  on October 15 ( e x c e p t  i n  f i s c a l  
1986) ,  s e q u e s t e r e d  new budget a u t h o r i t y ,  d i r e c t  o r  l o a n  g u a r a n t e e  
commitments, unob l iga ted  b a l a n c e s ,  e n t i t l e m e n t  a u t h o r i t y ,  o r  
o t h e r  amounts s h a l l  be permanently c a n c e l l e d .  In  t h e  c a s e  o f  most 
r e v o l v i n g  and t r u s t  funds ,  t h e  seques te red  amounts would r e v e r t  
t o  t h e  fund bu t  would no t  be a v a i l a b l e  f o r  e x p e n d i t u r e  f o r  t h a t  
f i s c a l  y e a r .  I f  t h e  d e f i c i t  r e d u c t i o n  p rocess  were suspended because  
o f  r e c e s s i o n  a f t e r  i s s u a n c e  o f  t h e  f i n a l  o r d e r ,  t h e  suspens ion  would 
n o t  r e l e a s e  t h e  s e q u e s t e r e d  funds .  

9 .  Comptrol ler  Genera l  Compliance Repor t .  On November 15 ( A p r i l  1 
f o r  f i s c a l  1986) ,  t h e  Comptrol ler  General  s h a l l  r e p o r t  t o  Congress 
on whether t h e  P r e s i d e n t ' s  f i n a l  o r d e r  f u l l y  compl ies  w i t h  a l l  t h e  
requ i rements  o f  t h e  d e f i c i t  r e d u c t i o n  p r o c e s s ,  i n c l u d i n g  t h e  
requirement  t h a t  s e q u e s t r a t i o n s  be  uniformly d i s t r i b u t e d  among 
programs, p r o j e c t s ,  and a c t i v i t i e s .  



V I .  COMPUTING THE REDUCTIONS 

Out lays  a r e  t o  b e  reduced by an amount e q u a l  t o  t h e  e x c e s s  d e f i c i t  ( e x c e p t  
f o r  f i s c a l  1986, f o r  which t h e  r e d u c t i o n  i s  7 /12  o f  t h e  e x c e s s  d e f i c i t  o r  
$11.7 b i l l i o n ,  whichever i s  l e s s ) .  One h a l f  of  t h e  r e d u c t i o n s  a r e  t o  b e  made 
i n  d e f e n s e  ( f u n c t i o n  0 5 0 ) ;  t h e  o t h e r  h a l f  i n  nondefense programs. Half  o f  t h e  
r e d u c t i o n s  made i n  r e t i r e m e n t  c o s t - o f - l i v i n g  i n c r e a s e s  a r e  t o  be c r e d i t e d  t o  
d e f e n s e .  

The r e d u c t i o n s  i n  o u t l a y s  a r e  t o  b e  achieved by s e q u e s t r a t i o n  o f  new budget  
a u t h o r i t y ,  d i r e c t  and guaran teed  l o a n s ,  and o t h e r  s e q u e s t e r a b l e  r e s o u r c e s .  I n  
t h e  c a s e  o f  d e f e n s e ,  u n o b l i g a t e d  b a l a n c e s  a r e  a l s o  s u b j e c t  t o  s e q u e s t r a t i o n .  
The r e d u c t i o n s  a r e  n o t  b e  made d i r e c t l y  i n  o u t l a y s ,  however. The o u t l a y  
r e d u c t i o n s  a r e  t h e  s a v i n g s  e s t i m a t e d  t o  r e s u l t  from t h e  s e q u e s t r a t i o n  o f  
budge ta ry  r e s o u r c e s .  

Defense programs. The f i r s t  s t e p  i n  computing t h e  r e d u c t i o n s  i n  d e f e n s e  
programs i s  t o  s u b t r a c t  one h a l f  o f  t h e  s t a t u t o r y  i n c r e a s e s  i n  r e t i r e m e n t  COLAs. - - 
A l e s s e r  amount i s  t o  be  s u b t r a c t e d  i f  t h e  COLAs a r e  n o t  t o  b e  c o m p l e t e l y  
e l i m i n a t e d .  This would be t h e  c a s e  o n l y  i f  t h e  COLAs amount t o  more t h a n  112 
o f  t h e  e x c e s s  d e f i c i t .  A f t e r  t h e  COLAs have been s u b t r a c t e d ,  t h e  remain ing  
o u t l a y  s a v i n g s  a r e  c a l c u l a t e d  a s  a  pe rcen tage  o f  d e f e n s e  o u t l a y s  from new budget  
a u t h o r i t y  and u n o b l i g a t e d  b a l a n c e s  f o r  t h e  f i s c a l  y e a r .  

I f ,  f o r  example, d e f e n s e  were a l l o c a t e d  $6 b i l l i o n  i n  r e d u c t i o n s ,  and i t s  
s h a r e  o f  t h e  r e d u c t i o n s  i n  COLAs were $500 m i l l i o n ,  t h e n  t h e  remaining $ 5.5 
b i l l i o n  would be  d i v i d e d  by s e q u e s t e r a b l e  d e f e n s e  o u t l a y s .  (The o u t l a y s  s u b j e c t  
t o  s e q u e s t r a t i o n  a r e  those  d e r i v i n g  from new budget  a u t h o r i t y  and from 
unob l iga ted  b a l a n c e s .  Out lays  from e x i s t i n g  c o n t r a c t s  would n o t  b e  i n c l u d e d  
i n  computing t h e  p e r c e n t a g e  r e d u c t i o n . )  The p e r c e n t a g e  r e d u c t i o n  d e r i v i n g  from 
t h i s  computat ion would be un i fo rmly  a p p l i e d  t o  each  d e f e n s e ,  program, p r o j e c t ,  
o r  a c t i v i t y  (PPA). A t  t h e  p r e s e n t  t ime ,  t h e r e  a r e  more than  4 , 0 0 0  d e f e n s e  
PPAs, c l o s e  t o  h a l f  of  which a r e  i n  procurement a c c o u n t s .  

The d e f i c i t  c o n t r o l  law g r a n t s  t h e  P r e s i d e n t  t h r e e  t y p e s  o f  l i m i t e d  
f l e x i b i l i t y  ( two of which a r e  a p p l i c a b l e  o n l y  i n  f i s c a l  y e a r  1986) i n  
implementing t h e  d e f e n s e  r e d u c t i o n s .   he t y p e s  o f  f l e x i b i l i t y  a r e  s e t  f o r t h  
below.) I f  none o f  t h i s  f l e x i b i l i t y  were used,  t h e n  t h e  c a l c u l a t i o n  o f  t h e  
d e f e n s e  r e d u c t i o n  p e r c e n t a g e  would be completed,  and t h e  uniform c u t b a c k  would 
be a p p l i e d  t o  new budget a u t h o r i t y  and unob l iga ted  b a l a n c e s  i n  each  PPA. 

The r e d u c t i o n  cou ld  be ach ieved  by any combinat ion o f  s e q u e s t r a t i o n s  
of  new budget a u t h o r i t y  and u n o b l i g a t e d  b a l a n c e s  w i t h i n  t h e  same PPA. Inasmuch 
a s  t h e  o u t l a y  r e d u c t i o n  would be achieved by c u t b a c k s  i n  new budget  a u t h o r i t y  
and unob l iga ted  b a l a n c e s ,  t h e  r e d u c t i o n s  i n  o u t l a y s  would v a r y  a c r o s s  d e f e n s e  
PPAs. A PPA w i t h  a  h i g h  o u t l a y  ( spendou t )  r a t e - - t h i s  i s  t h e  r a t e  a t  which new 
budget a u t h o r i t y  and unob l iga ted  b a l a n c e s  r e s u l t  i n  o u t l a y s  d u r i n g  t h e  f i s c a l  
year--would have h i g h e r  o u t l a y  r e d u c t i o n s  a s  a  p e r c e n t  of  budget  r e s o u r c e s  
than  would a  PPA w i t h  a  lower  o u t l a y  r a t e .  Both PPAs, however,  would have t h e  
same percen tage  r e d u c t i o n  i n  s e q u e s t e r a b l e  budget  a u t h o r i t y  and o u t l a y s .  



I n  o r d e r  f o r  t h e  P r e s i d e n t  t o  e x e r c i s e  l i m i t e d  f l e x i b i l i t y  i n  a p p o r t i o n i n g  
r e d u c t i o n s ,  i t  would be n e c e s s a r y  t o  c a l c u l a t e  the  blended o u t l a y  r a t e  f o r  each 
PPA. The blended r a t e  would be t h e  weighted average o f  t h e  r a t e  d e r i v i n g  from 
new budget a u t h o r i t y  and unob l iga ted  b a l a n c e s .  

With t h e  o u t l a y  r a t e  a v a i l a b l e  f o r  each PPA, t h e  P r e s i d e n t  would b e  
p e r m i t t e d  t o  c r e d i t  t o  a  PPA o u t l a y  r e d u c t i o n s  achieved through t h e  m o d i f i c a t i o n  
o r  t e r m i n a t i o n  o f  e x i s t i n g  c o n t r a c t s .  To o b t a i n  t h e s e  c r e d i t s ,  t h e  P r e s i d e n t  
would have t o  i d e n t i f y  t h e  s p e c i f i c  c o n t r a c t s  and es t ima ted  o u t l a y  s a v i n g s ,  and 
t h e s e  would have t o  b e  v e r i f i e d  by t h e  Comptrol ler  General .  The P r e s i d e n t  h a s  
n o t  sought any c o n t r a c t  m o d i f i c a t i o n s  o r  t e r m i n a t i o n s  i n  t h e  s e q u e s t r a t i o n  
o r d e r  i s s u e d  f o r  t h e  1986 f i s c a l  y e a r .  

The P r e s i d e n t  i s  g iven  some a d d i t i o n a l  f l e x i b i l i t y  i n  making t h e  f i s c a l  
yea r  1986 d e f e n s e  r e d u c t i o n s .  He may exempt a l l  o r  p a r t s  o f  m i l i t a r y  pe r sonne l  
PPAs from s e q u e s t r a t i o n .  Any s h o r t f a l l  i n  o u t l a y  s a v i n g s  would have t o  be 
made up by l a r g e r  across- the-board r e d u c t i o n s  i n  o t h e r  d e f e n s e  PPAs. The 
P r e s i d e n t  h a s  e x e r c i s e d  t h i s  d i s c r e t i o n  f o r  f i s c a l  year  1986. S ince  most o t h e r  
PPAs have lower spendout r a t e s  t h a n  do personnel  accoun t s ,  t h i s  f l e x i b i l i t y  
might r e s u l t  i n  h i g h e r  s e q u e s t r a t i o n s  of  budget a u t h o r i t y  i n  o t h e r  d e f e n s e  PPAs. 

I n  1986, a l s o ,  w i t h i n  t h e  same accoun t ,  t h e  P r e s i d e n t  may make g r e a t e r  
r e d u c t i o n s  i n  some PPAs and l e s s e r  ones  i n  o t h e r s  provided t h a t  ( a )  
11 c o n g r e s s i o n a l  i n t e r e s t  i tems"  ( t h o s e  funded a t  110% o r  more o f  t h e  P r e s i d e n t ' s  
budget)  a r e  not  reduced by an amount g r e a t e r  than  t h e  uniform d e f e n s e  
s e q u e s t r a t i o n  p e r c e n t a g e ,  ( b )  no b a s e s  a r e  c l o s e d ,  and ( c )  t h e  c u t s  i n  any 
PPA do  no t  exceed twice  t h e  uniform percen tage  r e d u c t i o n .  Within each a c c o u n t ,  
t h e  o u t l a y  r e d u c t i o n  requ i rements  must s t i l l  be met. Use o f  t h i s  d i s c r e t i o n  
could  r e s u l t  i n  budget  a u t h o r i t y  s e q u e s t r a t i o n s  f o r  p a r t i c u l a r  PPAs t h a t  d i f f e r  
i n  amount from those  t h a t  would o t h e r w i s e  be  c a l c u l a t e d .  The P r e s i d e n t  h a s  
e x e r c i s e d  t h i s  d i s c r e t i o n  f o r  t h e  1986 f i s c a l  y e a r ,  w i t h  t h e  r e s u l t  t h a t  t h e  
pe rcen tage  s e q u e s t e r e d  from some PPAs exceeds t h e  uniform 4.9 pe rcen t  f o r  
d e f e n s e .  

Nondefense programs. Reduct ions  i n  most nondefense programs s u b j e c t  t o  
s e q u e s t r a t i o n  a r e  t o  be a  uniform percen tage  by program. This  pe rcen tage  i s  
t o  be computed a f t e r  ad jus tments  a r e  made f o r  c e r t a i n  programs s u b j e c t  t o  
s p e c i a l  r u l e s .  

A f t e r  t h e  50% of t o t a l  o u t l a y  r e d u c t i o n s  t o  be d e r i v e d  from nondefense 
programs h a s  been de te rmined ,  t h e  fo l lowing  s u b t r a c t i o n s  a r e  t o  b e  made i n  t h e  
fo l lowing  o r d e r .  

- - One h a l f  o f  t h e  r e d u c t i o n s  from automat ic  r e t i r e m e n t  COLAS; 

- - Reduct ions  o f  o t h e r  s t a t u t o r y  spending i n c r e a s e s  ( t h e  Na t iona l  Wool 

Act ,  S p e c i a l  Milk Program, and Voca t iona l  R e h a b i l i t a t i o n ) ;  

-- The s a v i n g s  from programs governed by s p e c i a l  r u l e s  ( g u a r a n t e e d  

s t u d e n t  l o a n s ,  f o s t e r  c a r e ,  and adop t ion  a s s i s t a n c e ) ;  



-- The s a v i n g s  from programs l i m i t e d  t o  a  f i x e d  p e r c e n t a g e  r e d u c t i o n  
(medicare ,  community and migran t  h e a l t h  c e n t e r s ,  I n d i a n  h e a l t h  
s e r v i c e s  and f a c i l i t i e s ,  and Ve te rans '  medical  c a r e ) .  

The remaining r e q u i r e d  o u t l a y  r e d u c t i o n  i s  t o  be  o b t a i n e d  by s e q u e s t e r i n g  
budge ta ry  r e s o u r c e s  (new budget  a u t h o r i t y ,  new l o a n  g u a r a n t e e  commitments, new 
d i r e c t  loan  o b l i g a t i o n s ,  e n t i t l e m e n t  a u t h o r i t y ,  and o b l i g a t i o n  l i m i t a t i o n s )  by 
a  uniform percen tage .  Th i s  i s  computed i n  t h e  same way t h a t  d e f e n s e  c u t b a c k s  
a r e :  t h e  t o t a l  o u t l a y  r e d u c t i o n  i s  d i v i d e d  by t h e  t o t a l  amount o f  o u t l a y s  
s u b j e c t  t o  s e q u e s t r a t i o n .  The unob l iga ted  b a l a n c e s  o f  nondefense  programs 
a r e  n o t  s u b j e c t  t o  s e q u e s t r a t i o n .  

Savings  from COLAS may n o t  exceed one h a l f  o f  t h e  t o t a l  e x c e s s  d e f i c i t .  
Fur thermore ,  s a v i n g s  from t h e  h e a l t h  programs covered by s p e c i a l  r u l e s  may no t  
c a u s e  t h e  t o t a l  nondefense  s a v i n g s  t o  exceed t h e  nondefense  r e d u c t i o n  t a r g e t .  

De te rmina t ion  of programs, p r o j e c t s ,  and a c t i v i t i e s .  The d e t e r m i n a t i o n  
o f  programs, p r o j e c t s ,  and a c t i v i t i e s  f o r  bo th  d e f e n s e  and nondefense  a c c o u n t s  
s h a i l  be  made: ( 1 )  i n  t h e  c a s e  of funds  provided i n  annual  a p p r o p r i a t i o n s ,  by  
r e f e r e n c e  t o  a p p r o p r i a t i o n s  b i l l s ,  t h e  r e p o r t s  accompanying t h e s e  b i l l s ,  and 
r e l a t e d  documentat ion,  and (2 )  i n  t h e  c a s e  of  funds  not  provided i n  annua l  
a p p r o p r i a t i o n s ,  by r e f e r e n c e  t o  t h e  budget accoun t  a c t i v i t i e s  i d e n t i f i e d  i n  
t h e  program and f i n a n c i n g  s c h e d u l e s  c o n t a i n e d  i n  t h e  Budget Appendix. 

For f i s c a l  yea r  1986, t h e  PPAs f o r  funds  provided i n  annual  a p p r o p r i a t i o n s  
were d e f i n e d  i n  a  s p e c i a l  r e p o r t  i s s u e d  by t h e  House and Sena te  A p p r o p r i a t i o n s  
Committees. The A p p r o p r i a t i o n s  Committees s p e c i a l  r e p o r t  d e f i n i n g  F i s c a l  Year 
1986 PPA's was adopted a s  an amendment t o  t h e  Cont inu ing  R e s o l u t i o n  f o r  F i s c a l  
Year 1986 (P.L. 99-190); s e e  Amendment # l o  i n  t h e  c o n f e r e n c e  r e p o r t  accompanying 
t h e  c o n t i n u i n g  r e s o l u t i o n  (H. Rept.  99-450). 

A s  r e q u i r e d  by t h e  Gramm-Rudman-Hollings Act ,  d e f e n s e  PPAs ( s e v e r a l  
thousand)  were inc luded  i n  t h e  j o i n t  OMB/CBO r e p o r t  and GAO r e p o r t  f o r  FY 1986. 
The Comptrol ler  General  made o n l y  a  few m o d i f i c a t i o n s  t o  t h e  PPAs c o n t a i n e d  i n  
t h e  j o i n t  OMB/CB0 r e p o r t .  The Act does  not  p rov ide  f o r  t h e  i n c l u s i o n  o f  non- 
d e f e n s e  PPAs i n  e i t h e r  r e p o r t .  

I n  t h e  FY 1986 s e q u e s t e r  o r d e r  i s s u e d  on February  1, P r e s i d e n t  Reagan 
d i r e c t e d  each Department o r  agency head t o  r e p o r t  PPA i n f o r m a t i o n  t o  t h e  
House and S e n a t e ,  OMB, and GAO. According t o  t h e  P r e s i d e n t ' s  o r d e r :  

For t h o s e  programs i n  t h e  Na t iona l  Defense f u n c t i o n  t h a t  
have a l r e a d y  been r e p o r t e d  by program, p r o j e c t ,  and a c t i v i t y ,  
no a d d i t i o n a l  r e p o r t  i s  n e c e s s a r y .  The r e p o r t s  of  t h e  
Departments and a g e n c i e s  a r e  he reby  i n c o r p o r a t e d  i n  t h i s  Order .  



V I I .  SEQUESTRATION OF FUNDS FOR FISCAL YEAR 1986 

On January  15,  1986,  t h e  O f f i c e  o f  Management and Budget and t h e  
Congress ional  Budget O f f i c e  submi t t ed  t h e  f i r s t  j o i n t  r e p o r t  provided f o r  by 
t h e  Balanced Budget and Emergency D e f i c i t  Control  Act .  (The r e p o r t  was pub l i shed  
a s  Book 2  i n  t h e  January  15,  1986 e d i t i o n  o f  t h e  F e d e r a l  R e g i s t e r . )  The r e p o r t  
e s t i m a t e d  t h a t  t h e  d e f i c i t  f o r  f i s c a l  1986 would be $220 b i l l i o n .  an  amount 
s u b s t a n t i a l l y  i n  e x c e s s  o f  t h e  maximum d e f i c i t  l e v e l  s e t  f o r t h  i n  t h e  Act.  
Accordingly ,  t h e  OMB/CBO r e p o r t  h a s  t r i g g e r e d  the  s e q u e s t r a t i o n  procedures  o f  
t h e  Act. Table  1 shows t h e  budget a g g r e g a t e s  e s t i m a t e d  i n  t h e  j o i n t  r e p o r t .  
These a g g r e g a t e s  a r e  the  averages  o f  t h e  l e v e l s  e s t i m a t e d  s e p a r a t e l y  by OMB and 
CBO. The averages  were r e p o r t e d ,  wi thou t  change,  i n  t h e  January 21, 1986 r e p o r t  
on Budget Reduct ions  f o r  FY 1986 submit ted  t o  the  P r e s i d e n t  and Congress by t h e  
General  Accounting O f f i c e  ( ~ e p o r t  No. GAO/OCG-86-11. 

The j o i n t  OMB/CBO r e p o r t  appor t ioned  t h e  $11.7 b i l l i o n  i n  r e q u i r e d  r e d u c t i o n s  
among de fense  programs, p r o j e c t s ,  and a c t i v i t i e s ,  and nondefense accoun t s .  The 
r e p o r t  by t h e  GAO made changes i n  the  r e d u c t i o n s  s e t  f o r t h  f o r  approx imate ly  40 
nondefense accoun t s .  Most of  t h e s e  changes were r e l a t i v e l y  s m a l l .  The GAO 
r e p o r t  a l s o  added $6 .3  b i l l i o n  t o  s e q u e s t e r a b l e  d e f e n s e  r e s o u r c e s .  T h i s  
adjus tment  had t h e  e f f e c t  o f  i n c r e a s i n g  t h e  amount of  de fense  r e s o u r c e s  
seques te red  a s  w e l l  a s  t h e  e s t i m a t e d  o u t l a y  r e d u c t i o n s .  

Table 2  p rov ides  a  s tep-by-s tep  computation o f  t h e  amounts t o  be  s e q u e s t e r e d  
i n  f i s c a l  1986. Tab les  3  and 4  a r e  adapated from t h e  OMB/CBO r e p o r t  ( w i t h  
ad jus tments  f o r  t h e  GAO c h a n g e s ) ;  t h e s e  t a b l e s  show t h e  amounts s e q u e s t e r e d  
and e s t i m a t e d  o u t l a y  r e d u c t i o n s  by budget f u n c t i o n  and f e d e r a l  a g e n c i e s .  Table 
5 a l l o c a t e s  t h e  d e f e n s e  s e q u e s t r a t i o n s  among t h e  major components o f  t h e  d e f e n s e  
budget . 

To e x p l a i n  how t h e  s e q u e s t r a t i o n s  have been computed, t h e  fo l lowing  
paragraphs  go through each  of  t h e  s t e p s  i d e n t i f i e d  i n  Table 2 .  The paragraph 
numbers correspond t o  the  s t e p s  i n  t h i s  t a b l e .  

1. The e x c e s s  d e f i c i t  i n  f i s c a l  year  1986 i s  e s t i m a t e d  t o  be  $48.6 b i l l i o n .  
But t h e  amount t o  be s e q u e s t e r e d  i n  t h i s  f i s c a l  year  i s  l i m i t e d  by law t o  $11.7 
b i l l i o n .  

2 .  The OMB/CBO r e p o r t  l i s t s  16 r e t i r e m e n t  and d i s a b i l i t y  programs wi th  
indexed i n c r e a s e s  t o t a l l i n g  $993.5 m i l l i o n  i n  f i s c a l  y e a r  1986. More t h a n  
$800 m i l l i o n  o f  t h i s  i s  accounted f o r  by m i l i t a r y  and c i v i l i a n  r e t i r e m e n t .  
The law l i m i t s  s e q u e s t r a t i o n  o f  t h e s e  accoun t s  t o  t h e  indexed i n c r e a s e s .  

3.  One h a l f  o f  t h e  r e q u i r e d  r e d u c t i o n  i s  t o  be achieved by s e q u e s t e r i n g  
d e f e n s e  f u n d s ;  t h e  o t h e r  h a l f  ( s e e  l i n e  11) by s e q u e s t e r i n g  nondefense f u n d s .  

4.-5.  Half o f  t h e  r e d u c t i o n  i n  the  indexed i n c r e a s e s  i n  r e t i r e m e n t  and 
d i s a b i l i t y  programs i s  c r e d i t e d  t o  d e f e n s e ;  t h e  o t h e r  h a l f  ( s e e  l i n e  12) t o  
nondefense funds .  



6 .  The amount t o  be s e q u e s t e r e d  i s  c a l c u l a t e d  by e s t i m a t i n g  o u t l a y s  
a s s o c i a t e d  w i t h  s e q u e s t e r a b l e  budge ta ry  r e s o u r c e s ,  though t h e  s e q u e s t r a t i o n  i s  
a p p l i e d  t o  budge ta ry  r e s o u r c e s .  

7 .  The P r e s i d e n t  h a s  e x e r c i s e d  h i s  o p t i o n  t o  exempt m i l i t a r y  pe r sonne l  
e x p e n d i t u r e s  from t h e  f i s c a l  y e a r  1986 s e q u e s t r a t i o n .  Hence, $63.1 b i l l i o n  o f  
exempt funds have t o  be  s u b t r a c t e d  from t h e  t o t a l  d e f e n s e  o u t l a y s  f o r  d e t e r m i n i n g  
t h e  uniform percen tage  r e d u c t i o n .  

8 .  Obl iga ted  b a l a n c e s  a r e  n o t  s e q u e s t e r a b l e  r e s o u r c e s ;  h e n c e ,  t h e y ,  t o o ,  
must be  s u b t r a c t e d  from t o t a l  d e f e n s e  o u t l a y s .  The P r e s i d e n t  h a s  n o t  e x e r c i s e d  
h i s  d i s c r e t i o n  t o  modify  o r  t e r m i n a t e  e x i s t i n g  c o n t r a c t s  and a p p l y  t h e  s a v i n g s  
a s  o f f s e t s  a g a i n s t  t h e  amount t o  be s e q u e s t e r e d  i n  d e f e n s e  programs. 

9 .  A f t e r  s u b t r a c t i n g  exempted m i l i t a r y  pe r sonne l  funds  and o b l i g a t e d  
b a l a n c e s ,  t h e  o u t l a y s  from s e q u e s t e r a b l e  d e f e n s e  r e s o u r c e s  a r e  e s t i m a t e d  t o  b e  
$110.3 b i l l i o n .  T h i s  e s t i m a t e  i s  t a k e n  from t h e  GAO r e p o r t .  OMB/CBO e s t i m a t e  
t h e  amount a t  $109.3 b i l l i o n .  

10.  The 4 . 9 %  uniform r e d u c t i o n  i s  d e r i v e d  by d i v i d i n g  o u t l a y s  from 
s e q u e s t e r a b l e  d e f e n s e  r e s o u r c e s  ( l i n e  9 )  i n t o  n e t  r e q u i r e d  d e f e n s e  r e d u c t i o n  
( l i n e  5 ) .  Although t h e  4 . 9  p e r c e n t  i s  computed i n  terms o f  o u t l a y s ,  i t  i s  
a p p l i e d  t o  budget a u t h o r i t y .  For t h i s  r e a s o n ,  t h e  amount t o  be s e q u e s t e r e d  
exceeds  t h e  e s t i m a t e d  $5.85 b i l l i o n  o u t l a y  r e d u c t i o n .  

11.-12. These c a l c u l a t i o n s  a r e  t h e  same a s  t h e  ones  shown above ( l i n e s  3  
and 4 )  f o r  d e f e n s e  programs. 

13.-14. These r u l e s  f a l l  i n t o  a number o f  c a t e g o r i e s .  ( 1 )  Automatic spending 
i n c r e a s e s  i n  N a t i o n a l  Wool Ac t ,  v o c a t i o n a l  r e h a b i l i t a t i o n ,  and t h e  s p e c i a l  m i l k  
program; ( 2 )  l i m i t e d  r e d u c t i o n s  i n  guaran teed  s t u d e n t  l o a n s  and f o s t e r  c a r e  
and adop t ion  a s s i s t a n c e ;  and (3 )  l i m i t e d  r e d u c t i o n s  i n  medica re  and c e r t a i n  
o t h e r  h e a l t h  programs. The s a v i n g s  from t h e s e  s p e c i a l  r e d u c t i o n s  a r e  s u b t r a c t e d  
from l i n e  11 t o  o b t a i n  t h e  $4.9 b i l l i o n  o f  o u t l a y  r e d u c t i o n s  t o  be  ach ieved  
th rough  uniform s e q u e s t r a t i o n .  

15.-19. To c a l c u l a t e  t h e  e s t i m a t e d  o u t l a y s  from s e q u e s t e r a b l e  r e s o u r c e s ,  
a  n m b e r  o f  s u b t r a c t i o n s  have t o  b e  made from t o t a l  nondefense  o u t l a y s .  These 
a r e  t h e  o u t l a y s  from programs w i t h  a u t o m a t i c  i n c r e a s e s  and s p e c i a l  r u l e s  ( l i n e  
16 ) ;  exempt programs ( l i n e  17)  such a s  s o c i a l  s e c u r i t y ,  i n t e r e s t ,  m e d i c a i d ,  
S S I ,  and o t h e r s ;  and o t h e r  a d j u s t m e n t s  ( l i n e  18)  f o r  o f f s e t t i n g  c o l l e c t i o n s ,  
o u t l a y s  from p r i o r  a p p r o p r i a t i o n s ,  and o t h e r  exempt ions .  

20 .  The 4.3% uniform r e d u c t i o n  i n  nondefense  r e s o u r c e s  i s  c a l c u l a t e d  by 
d i v i d i n g  l i n e  19 i n t o  l i n e  14. 



TABLE 1. Budget Base Es t ima tes  f o r  F i s c a l  Year 1986 
( i n  b i l l i o n s  o f  d o l l a r s )  

Budget a g g r e g a t e s  OMB/CBO Average 

Revenue s 
Out lays  

D e f i c i t  220.5 

Maximum D e f i c i t  171.9 

Excess  D e f i c i t  48.6 

Required Reduction 11.7 

Sources:  O f f i c e  of  Management and Budget, Congress ional  Budget O f f i c e ,  
and General  Accounting O f f i c e .  
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TABLE 2. Computing t h e  F i s c a l  Year 1986 S e q u e s t r a t i o n s  
( i n  b i l l i o n s  o f  d o l l a r s )  

Computation Amount 

1 Determine amount t o  be  s e q u e s t e r e d  $11.7 

Automatic spending i n c r e a s e s  t o  be  
s e q u e s t e r e d  

DEFENSE 

3 Defense s h a r e  o f  r e q u i r e d  o u t l a y  
r e d u c t i o n s  

Minus one-hal f  r e d u c t i o n s  i n  r e t i r e m e n t  
COLAS 

Net r e q u i r e d  r e d u c t i o n  i n  d e f e n s e  
o u t l a y s  

6  T o t a l  e s t i m a t e d  d e f e n s e  o u t l a y s  272.8 

Minus m i l i t a r y  pe r sonne l  e x p e n d i t u r e s  
exempted by t h e  P r e s i d e n t  

8 Minus o u t l a y s  from o b l i g a t e d  b a l a n c e s  99.4 

Out lays  from s e q u e s t e r a b l e  d e f e n s e  
r e s o u r c e s  

10 Uniform r e d u c t i o n  i n  s e q u e s t e r a b l e  
d e f e n s e  r e s o u r c e s  

( c o n t i n u e d )  



TABLE 2 .  Computing t h e  F i s c a l  Year 1986 S e q u e s t r a t i o n s  
( i n  b i l l i o n s  o f  d a l l a r s )  

--continued 

Computation Amount 

NONDEFENSE 

Nondefense s h a r e  o f  r e q u i r e d  o u t l a y  
r e d u c t i o n s  

Minus one-hal f  r e d u c t i o n s  i n  r e t i r e m e n t  
COLAS 

Minus r e d u c t i o n s  from s p e c i a l  r u l e s  

Reduct ions  t o  be o b t a i n e d  by uniform 
s e q u e s t r a t i o n  

T o t a l  nondefense o u t l a y s  

Minus programs w i t h  au tomat ic  spending 
i n c r e a s e s  and s p e c i a l  r u l e s  

Minus major  exempt programs 

Other ad jus tments  f o r  o f f s e t t i n g  
c o l l e c t i o n s ,  o u t l a y s  from p r i o r  
a p p r o p r i a t i o n s  and l e g a l  o b l i g a t i o n s ,  
and o t h e r  exempt programs 

19 Out lays  from s e q u e s t e r a b l e  nondefense 115.2 
r e s o u r c e s  

Uniform r e d u c t i o n  i n  s e q u e s t e r a b l e  
nondefense  r e s o u r c e s  
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TABLE 3.  F i s c a l  Year 1986 S e q u e s t r a t i o n s  by F u n c t i o n  
( i n  b i l l i o n s  o f  do1 Lars) 

Es t ima ted  
Spending D i r e c t  loan  Loan o u t l a y  
a u t h o r i t y  - a /  o b l i g a t i o n s  g u a r a n t e e s  r e d u c t i o n s  Func t i o n  

N a t i o n a l  Defense * 
I n t e r n a t i o n a l  a f f a i r s  
General  s c i e n c e ,  space  

and technology 
Energy 
N a t u r a l  r e s o u r c e s  and 

environment 
A g r i c u l t u r e  
Commerce and hous ing  

c r e d i t  
T r a n s p o r t a t i o n  
Community and r e g i o n a l  

development 
Educa t ion ,  t r a i n i n g ,  

employment, and s o c i a l  
s e r v i c e s  

Hea l th  
Medicare 
Income s e c u r i t y  
S o c i a l  s e c u r i t y  
Ve te rans  b e n e f i t s  and 

s e r v i c e s  
A d m i n i s t r a t i o n  o f  j u s t i c e  
General  government 
General  purpose f i s c a l  

a s s i s t a n c e  

T o t a l  24.6 1 .6  7 . 3  11.7 

Sources :  Congress iona l  Budget O f f i c e ,  O f f i c e  o f  Management and Budget ,  
and General  Accounting O f f i c e .  

a /  For d e f e n s e ,  i n c l u d e s  new budget a u t h o r i t y  f o r  f i s c a l  y e a r  1986 and 
unoblTgated b a l a n c e s  from budget  a u t h o r i t y  provided i n  p r e v i o u s  y e a r s ;  f o r  a l l  
o t h e r  f u n c t i o n s ,  i n c l u d e s  new budget  a u t h o r i t y ,  o b l i g a t i o n  l i m i t a t i o n s ,  and 
o t h e r  spending a u t h o r i t y  f o r  f i s c a l  y e a r  1986. 

b /  L e s s  than  $50 m i l l i o n .  - 
c /  I n c l u d e s  $0 .4  b i l l i o n  i n  e s t i m a t e d  f i s c a l  yea r  1987 o u t l a y  s a v i n g s  f o r  

Commo~ity C r e d i t  Corpora t ion  Programs, b u t  c r e d i t e d  a s  f i s c a l  1986 r e d u c t i o n s .  

* I n c l u d e s  a d j u s t m e n t s  made by t h e  Compt ro l l e r  Genera l .  



TABLE 4. F i s c a l  Year 1986 S e q u e s t r a t i o n s  by Agency 
(1n b i l l i o n s  o f  d o l l a r s )  

Agency 

Es t ima ted  
Spending D i r e c t  loan  Loan o u t l a y  
a u t h o r i t y  a /  o b l i g a t i o n s  g u a r a n t e e s  r e d u c t i o n s  - 

L e g i s l a t i v e  Branch 
The J u d i c i a r y  
Execu t ive  O f f i c e  o f  

t h e  P r e s i d e n t  
Funds Appropr ia ted  t o  

t h e  P r e s i d e n t  
A g r i c u l t u r e  
Commerce 
Defense-Mili tary* 
De fense -Civ i l  
Educat ion 
Energy 
Hea l th  and Human S e r v i c e s  
Housing and Urban 

Development 
I n t e r i o r  
J u s t i c e  
Labor 
S t a t e  
T r a n s p o r t a t  ion  
Treasury  
Environmental  P r o t e c t i o n  

Agency 
General  S e r v i c e s  

Admins t ra t ion  
N a t i o n a l  Aeronau t i c s  and 

Space A d m i n i s t r a t i o n  
O f f i c e  o f  Personnel  

Management 
Small Business  

A d m i n i s t r a t i o n  
Ve te rans  Admin i s t ra t ion  
Other  Independent a g e n c i e s  

T o t a l  

( f o o t n o t e s  on next  page) 



TABLE 4. F i s c a l  Year 1986 S e q u e s t r a t i o n s  by Agency 
--continued 

Sources :  Congress iona l  Budget O f f i c e ,  O f f i c e  o f  Management and Budget,  
and General  Accounting O f f i c e .  

a /  For d e f e n s e ,  i n c l u d e s  new budget a u t h o r i t y  f o r  f i s c a l  y e a r  1986 and 
unoblTgated b a l a n c e s  from budget  a u t h o r i t y  provided i n  p rev ious  y e a r s ;  f o r  a 1  1 
o t h e r  f u n c t i o n s ,  i n c l u d e s  new budget  a u t h o r i t y ,  o b l i g a t i o n  l i m i t a t i o n s ,  and 
o t h e r  spending a u t h o r i t y  f o r  f i s c a l  year  1986.  

b /  Less  than  $50 m i l l i o n .  - 

c /  I n c l u d e s  $0.4 b i l l i o n  i n  e s t i m a t e d  f i s c a l  yea r  1987 o u t l a y  s a v i n g s  f o r  
~ o r n m o ~ i t ~  C r e d i t  Corpora t ion  Programs, b u t  c r e d i t e d  a s  f i s c a l  y e a r  1986 
r e d u c t i o n s .  

* I n c l u d e s  a d j u s t m e n t s  made by t h e  Compt ro l l e r  Genera l .  



TABLE 5. S e q u e s t r a t i o n  o f  Defense Budgetary Resources ,  
F i s c a l  Year 1986 

( i n  m i l l i o n s  o f  d o l l a r s )  

Defense budge ta ry  c a t e g o r y  
Budget 

a u t h o r i t y  
Out lay  

r e d u c t i o n  

M i l i t a r y  Personnel  -234 -226 

Opera t ion  & Maintenance -3,911 -2,936 

Procurement* -6,904 -8 9 3 

M i l i t a r y  C o n s t r u c t i o n  -619 -140 

R & M Funds -80 -4 4  

Atomic Energy Defense A c t i v i t i e s  -380 -228 

Other Defense -4 1 -4 

T o t a l  -14,062 -5,401 

Sources:  Congress iona l  Budget O f f i c e ,  O f f i c e  of Management and Budget,  
and General  Accounting O f f i c e .  

* I n c l u d e s  a d j u s t m e n t s  made by t h e  Comptrol ler  General .  



V I I I .  SUSPENSION OF DEFICIT REDUCTION REQUIREMENTS I N  RECESSIONS 

There  i s  no au tomat ic  s u s p e n s i o n  o f  d e f i c i t  r e d u c t i o n  i n  t h e  e v e n t  o f  a  
r e c e s s i o n .  

However, i f  CBO o r  OMB p r o j e c t s  n e g a t i v e  r e a l  economic growth i n  two 
c o n s e c u t i v e  q u a r t e r s ,  o r  i f  t h e  Commerce Department r e p o r t s  t h a t  a c t u a l  r e a l  
growth was below one p e r c e n t  i n  two c o n s e c u t i v e  q u a r t e r s ,  Congress would have 
exped i t ed  procedures  f o r  suspending s e q u e s t r a t i o n  p rocedures  and c e r t a i n  
o t h e r  budget  p rocedures .  

Under t h e s e  s p e c i a l  p r o c e d u r e s ,  t h e  M a j o r i t y  Leaders  o f  t h e  House and 
Senate  would be  r e q u i r e d  t o  i n t r o d u c e  a  j o i n t  r e s o l u t i o n  suspend ing  t h e  d e f i c i t  
r e d u c t i o n  p r o v i s i o n s  f o r  t h e  remainder  o f  t h e  c u r r e n t  f i s c a l  yea r  a n d / o r  f o r  
a l l  o f  t h e  fo l lowing  f i s c a l  y e a r .  The r e s o l u t i o n  would be  e x p e d i t e d  and 
c o n s i d e r e d  wi thout  amendment. The suspens ion  would t a k e  e f f e c t  i f  t h e  r e s o l u t i o n  
were enac ted  i n t o  law. However, a  s u s p e n s i o n  r e s o l u t i o n  would not  s u p e r s e d e  a  
f i n a l  s e q u e s t r a t i o n  o r d e r  t h a t  had t aken  e f f e c t .  



I X .  JUDICIAL REVIEW AND FALLBACK PROCEDURES 

Cour t s  : Prov ides  f o r  exped i t ed  rev iew o f  c o n s t i t u t i o n a l i t y  o f  t h e  
d e f i c i t  r e d u c t i o n  p r o c e s s ,  a s  we l l  a s  o f  s u i t s  c l a iming  t h a t  
t h e  P r e s i d e n t ' s  s e q u e s t r a t i o n  o r d e r  does  no t  comply w i t h  
t h e  requ i rements  o f  t h e  Act. 

The economic d a t a ,  assumpt ions ,  and methodologies  used i n  t h e  
d e f i c i t  r e d u c t i o n  p rocess  would n o t  be  reviewable  by t h e  
c o u r t s .  

Appeal would go d i r e c t l y  from a  three- judge c o u r t  t o  t h e  
Supreme Court . 
I f  any p a r t  o f  a  s e q u e s t r a t i o n  o r d e r  i s  found not  t o  comply, t h e  
c o u r t  can  d i r e c t  t h e  P r e s i d e n t  t o  r e v i s e  h i s  o r d e r .  I f  t h e  
P r e s i d e n t  claims--and t h e  Supreme Court  upholds--a c o n s t i t u t i o n a l  
r i g h t  t o  s e q u e s t e r  amounts o t h e r  than  those  s e t  f o r t h  i n  t h e  
Comptrol ler  G e n e r a l ' s  r e p o r t ,  t h e  e n t i r e  s e q u e s t r a t i o n  o r d e r  
would be n u l l i f i e d .  

F a l l b a c k :  I f  t h e  OMB/CBO r e p o r t i n g  procedures  a r e  i n v a l i d a t e d ,  t h e  House 
and Senate  Budget Committees would be  c o n s t i t u t e d  i n t o  a  
Temporary J o i n t  Committee on D e f i c i t  Reduction.  The J o i n t  
Committee s h a l l  r e p o r t  a  j o i n t  r e s o l u t i o n  c o n t a i n i n g  t h e  
s e q u e s t r a t i o n s  r e p o r t e d  by OMBICBO t o  t h e  House and S e n a t e .  
The j o i n t  r e s o l u t i o n  would be amendable and would be  c o n s i d e r e d  
under exped i t ed  p rocedures .  I f  t h e  j o i n t  r e s o l u t i o n  were 
enac ted  i n t o  law, t h e  P r e s i d e n t  would i s s u e  a  s e q u e s t r a t i o n  
o r d e r  based on i t .  The r e d u c t i o n s  would t a k e  e f f e c t  
o n l y  i f  t h e  j o i n t  r e s o l u t i o n  were passed by Congress and 
s igned i n t o  law by t h e  P r e s i d e n t  ( o r  h i s  v e t o  o v e r r i d d e n ) .  



X.  PROGRAMS EXEMPTED FROM SEQUESTRATION 

- 

Program 
Es t ima ted  FY 1986 

o u t l a y s  ( i n  $ b i l l i o n s )  

S o c i a l  S e c u r i t y  ( i n c l u d i n g  d i s a b i l i t y  b e n e f i t s )  
and Ra i l road  Ret i rement  ( T i e r  I )  

V e t e r a n s '  Compensation and Pens ions  14 .3  

Net I n t e r e s t  137.4  

C e r t a i n  Low-Income Programs: 61.0 

-- Aid t o  F a m i l i e s  wi th  Dependent C h i l d r e n  (AFDC) 
-- Supplemental  S e c u r i t y  Income ( S S I )  
-- Women, I n f a n t s ,  C h i l d r e n  (WIC) 
-- Food Stamps 
-- Child  N u t r i t i o n  
-- Medicaid 

Regular S t a t e  Unemployment B e n e f i t s  18.2 

Other : 

-- Earned Income Tax C r e d i t  
-- Payments t o  v a r i o u s  t r u s t  a c c o u n t s  
-- Payments f o r  v a r i o u s  c l a i m s  
-- P o s t a l  S e r v i c e  Fund 
-- F o r e i g n  M i l i t a r y  S a l e s  T r u s t  Fund 
-- Most a c t i v i t i e s  of TVA and o t h e r  Power A d m i n i s t r a t i o n s  
-- Legal o b l i g a t i o n s  o f  approx imate ly  50 i n s u r a n c e  and 

l o a n  g u a r a n t e e  funds  



X I .  PROGRAMS WITH PERCENTAGE LIMITS ON REDUCTIONS 

The fo l lowing  programs a r e  l i m i t e d  t o  a  1% cu tback  i n  f i s c a l  y e a r  1986 
and a  2% c u t b a c k s  i n  subsequent  f i s c a l  y e a r s .  

-- Medicare 

-- Vete rans '  Medical Care 

-- Community Hea l th  C e n t e r s  

-- Migrant Hea l th  Cen te r s  

-- I n d i a n  Heal th  F a c i l i t i e s  and S e r v i c e s  



X I I .  PROGRAMS WITH SPECIAL CUTBACK RULES 

Unemployment Programs: The f e d e r a l  s h a r e  o f  extended b e n e f i t s  i s  s u b j e c t  t o  
s e q u e s t e r ;  t h e  s t a t e  s h a r e  i s  n o t .  But s t a t e s  may reduce t h e i r  s h a r e  i f  
f e d e r a l  payments a r e  s e q u e s t e r e d ,  

F e d e r a l  Pay: C i v i l i a n  and m i l i t a r y  pay r a t e s - - i n c l u d i n g  scheduled pay i n c r e a s e s - -  
a r e  no t  t o  be  reduced pursuan t  t o  a s e q u e s t r a t i o n  o r d e r .  F e d e r a l  pay i s  
t o  be  t r e a t e d  a s  o t h e r  a d m i n i s t r a t i v e  expenses  s u b j e c t  t o  s e q u e s t r a t i o n .  
The managers '  s t a t e m e n t  on t h e  c o n f e r e n c e  r e p o r t  u rges  a g e n c i e s  " t o  employ 
a l l  o t h e r  o p t i o n s  a v a i l a b l e  t o  them i n  o r d e r  to  a c h i e v e  s a v i n g s  under a  
s e q u e s t r a t i o n  o r d e r  and r e s o r t  t o  pe r sonne l  f u r l o u g h s  o n l y  i f  o t h e r  methods 
prove i n s u f f i c i e n t . "  

Guaranteed 
S tuden t  Loans: I f  GSL i s  s u b j e c t  t o  s e q u e s t r a t i o n ,  new l o a n s  (made a f t e r  t h e  

o r d e r  i s  i s s u e d )  w i l l  have a  maximum 0.50 percen tage  p o i n t  i n c r e a s e  i n  - - 
the  o r i g i n a t i o n  f e e  and a  0 .4  p e r c e n t a g e  p o i n t  r e d u c t i o n  i n  t h e  f i r s t  
y e a r  o f  t h e  s p e c i a l  a l lowance paid  t o  l e n d e r s .  

Chi ld  Suppor t  
Enforcement:  Only F e d e r a l  matching f o r  s t a t e  a d m i n i s t r a t i v e  expenses  can  be  

s e q u e s t e r e d .  

F o s t e r  Care and 
Adoption A s s i s t a n c e :  Only i n c r e a s e s  i n  f o s t e r  c a r e  maintenance payment r a t e s  

and adop t ion  a s s i s t a n c e  payment r a t e s  can be s e q u e s t e r e d .  

Commodity C r e d i t  
C o r p o r a t i o n :  I n  g e n e r a l ,  o u t l a y  r e d u c t i o n s  w i l l  occur  i n  t h e  yea r  f o l l o w i n g  

s e q u e s t r a t i o n  bu t  w i l l  be  c r e d i t e d  t o  t h e  s e q u e s t r a t i o n  y e a r .  



X I I I .  MODIFICATIONS I N  THE FEDERAL BUDGET PROCESS 

Scope: --Off-budget e n t i t i e s ,  excep t  s o c i a l  s e c u r i t y ,  a r e  t o  be  inc luded  
i n  t h e  P r e s i d e n t ' s  budget and t h e  c o n g r e s s i o n a l  budget r e s o l u t i o n .  
(Does no t  p e r t a i n  t o  f edera l ly - sponsored  p r i v a t e  c o r p o r a t i o n s . )  

--Credit  a u t h o r i t y  ( d i r e c t  and guaran teed  l o a n s )  t o  be i n c l u d e d  
i n  t h e  budget .   his change conforms t h e  r u l e s  t o  c u r r e n t  
p r a c t i c e . )  F e d e r a l  Financing Bank o u t l a y s  t o  f i n a n c e  t h e s e  l o a n s  
a r e  t o  be t r e a t e d  a s  l o a n s  o f  t h e  o r i g i n a t i n g  agency.  

--Social  s e c u r i t y  excluded from t h e  budget t o t a l s ,  b u t  i s  t o  be 
inc luded  f o r  c a l c u l a t i o n  o f  t h e  maximum d e f i c i t .  Thus, t h e  budget 
r e s o l u t i o n  w i l l  show two d e f i c i t s ,  one wi th  s o c i a l  s e c u r i t y ,  one 
wi thou t  i t  . 

--It i s  n o t  i n  o r d e r  t o  c o n s i d e r  change i n  s o c i a l  s e c u r i t y  i n  a  
r e c o n c i l i a t i o n  b i l l .  

Timetable :  --The d e a d l i n e s  f o r  major  budget a c t i o n s  have been moved forward,  
but  t h e  May 15 d e a d l i n e  f o r  r e p o r t i n g  a u t h o r i z i n g  l e g i s l a t i o n  
h a s  been e l i m i n a t e d .  There no longer  i s  any d e a d l i n e  f o r  
a u t h o r i z a t i o n s .  

--Congress i s  t o  adopt o n l y  one budget r e s o l u t i o n .  (The Budget 
Act r e q u i r e s  two r e s o l u t i o n s  a n n u a l l y ,  b u t  i n  r e c e n t  y e a r s  
Congress h a s  adopted o n l y  one. )  

--After May 15,  t h e  House can  c o n s i d e r  a p p r o p r i a t i o n  b i l l s  even 
i f  t h e  budget r e s o l u t i o n  h a s  n o t  been adopted.  

--The fo l lowing  i s  t h e  new t i m e t a b l e ;  i t  does  not  i n c l u d e  t h e  
s p e c i a l  d e a d l i n e s  f o r  d e f i c i t  r e d u c t i o n .  

F i r s t  Monday Submission o f  t h e  P r e s i d e n t ' s  budget 
a f t e r  January  3 (FY 1987 budget d e a d l i n e  i s  February  5 . )  

February  25 House and Senate  committees submit  v iews 
and e s t i m a t e s  t o  t h e  Budget Committees 

A p r i l  15 Adoption of  t h e  budget r e s o l u t i o n  

June 15 

June 30 

Congress completes  a c t i o n  on 
r e c o n c i l i a t i o n  l e g i s l a t i o n  

House completes  a c t i o n  on annual 
a p p r o p r i a t i o n  b i l l s  

October 1 F i s c a l  year  s t a r t s  



Backdoor Spending: 

Budget R e s o l u t i o n :  

R e c o n c i l i a t i o n :  

Con t ro l  on backdoor spending extended t o  o f f s e t t i n g  
r e c e i p t s  and t o  any o t h e r  payment whose budget  
a u t h o r i t y  i s  not  provided i n  advance i n  a p p r o p r i a t i o n  
a c t s .  

L e g i s l a t i o n  a u t h o r i z i n g  new d i r e c t  and g u a r a n t e e d  l o a n s  
must p rov ide  t h a t  t h e s e  funds  a r e  t o  be e f f e c t i v e  o n l y  
t o  e x t e n t  provided i n  a p p r o p r i a t i o n  a c t s .  

I n c o r p o r a t e s  c u r r e n t  p r a c t i c e  w i t h  r e s p e c t  t o  3-year 
r e s o l u t i o n s  ( t h e  f i g u r e s  f o r  t h e  second and t h i r d  
y e a r s  a r e  p lann ing  amounts and a r e  no t  b i n d i n g ) ,  d i r e c t  
and guaran teed  l o a n s .  

A budget  r e s o l u t i o n  r e p o r t e d  i n  t h e  House t h a t  would 
have t h e  e f f e c t  o f  changing any House r u l e  i s  t o  b e  
r e f e r r e d  (under  a  t ime l i m i t )  t o  t h e  Rules  Committee. 
(No comparable p r o v i s i o n  i n  t h e  S e n a t e . )  

It i s  n o t  i n  o r d e r  ( e x c e p t  i n  wartime) t o  c o n s i d e r  a  
budget  r e s o l u t i o n  whose d e f i c i t  would exceed t h e  
t h e  maximum d e f i c i t  amounts f o r  t h e  1986-1991 f i s c a l  
y e a r s .  

Budget r e s o l u t i o n  t o  i n c l u d e  r e c o n c i l i a t i o n  i n s t r u c t i o n s  
n e c e s s a r y  t o  e f f e c t u a t e  i t s  p r o v i s i o n s .  

Committees s u b j e c t  t o  r e c o n c i l i a t i o n  i n s t r u c t i o n s  can  
s h i f t  up t o  20% o f  d e f i c i t  r e d u c t i o n  between revenues  
i n c r e a s e s  and spending r e d u c t i o n s .  (1n  p r a c t i c e ,  a f f e c t s  
House Ways and Means and Sena te  Finance Committees .) 

(House) Not i n  o r d e r  t o  c o n s i d e r  amendment t o  
r e c o n c i l i a t i o n  b i l l  t h a t  would cause  a  n e t  i n c r e a s e  
i n  o u t l a y s  o r  a  n e t  d e c r e a s e  i n  r evenues .  

( S e n a t e )  Not i n  o r d e r  t o  c o n s i d e r  amendment t o  
r e c o n c i l i a t i o n  b i l l  t h a t  would cause  d e f i c i t  t o  be  
reduced l e s s  t h a n  t h e  amount s e t  f o r t h  i n  t h e  
r e c o n c i l i a t i o n  i n s t r u c t i o n s .  

Enforcement of 
Budget R e s o l u t i o n :  CBO t o  i s s u e  monthly scorekeep ing  r e c o r d s .  

Not i n  o r d e r  t o  c o n s i d e r  r evenue ,  s p e n d i n g ,  o r  
c r e d i t  l e g i s l a t i o n  u n t i l  t h e  a f f e c t e d  committee h a s  
f i l e d  a  Sec.  302(b)  r e p o r t  a l l o c a t i n g  i t s  budget  
a u t h o r i t y  and c r e d i t  a u t h o r i t y  among i t s  programs o r  
subcommittees.  ( ~ o r m  o f  a l l o c a t i o n  v a r i e s  i n  t h e  
House and S e n a t e . )  



Enforcement of 
Budget Resolution 
(continued): 

After adoption of the budget resolution, it is not in 
order to consider legislation that would cause a 
committee's suballocation to be exceeded. In the House, 
this applies to budget authority, credit authority, 
and entitlement authority; in the Senate, this applies 
to budget authority and estimated outlays. 

(House) Would be in order to consider legislation 
causing totals in budget resolution to be breached, 
provided that the committee of jurisdiction did not 
exceed the "discretionary" amount allocated to it. 


