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The Honorable Ken ·Hechler 
vouse of _Representatives 

Hechler: 

.If • 
Sep-tember .16, 1976 

. ·•. 

In your letter of September 13, 1976, you asked.for our views and 
,cinments on the use of.the Federal Financing Ban:1-c (FFB) -to purchase 
loans guaranteed by the Energy Research ·and Development Administration 
(ERDA) under the provisions of H. R.· . 12112, if enact~. • 

• It appears to us that· .FFB ~ould, indeed; purchase such •. lo~s 
der FFB's existing authority and that the resulting disbursement of 

ederal funds would not be reflected as an outlay in the Federal budget: 

. . 

ch a transaction would, as you sugg~st, increase the_ total oqtstanding .. • 
ederal debt. . • . . . ._ • : . 

. I believe this sort of -loophole in the budget process is highly 
desirable. It is for this reason that we have consistently ·opposed 
e creation of "off-budget". agencies.,. of which FFB is a ·praninent 
ample. 

If H. R. 12112 were enacted, ERDA would have authority to guarantee 
,ertain loans. • Under section 3. of.'-the Congressional .Budget and Impound-· 
ent Control Act of 1974 (31 U.-S..C. -1302) ·the authority to guarantee 
oans does not represent budget authority. Budget outlays (cash 
• sburseryients) would not be recorded until such time as ~ ·.disbursed 

s pursuant to the guarantee. Thus ERDA's immediate transactions 
Uld not affect the budget. to~als. 

. Under existing law, FFB 'is authorized. to pu~chase loans guaranteed·· 
Federal agencies, including ERDA (12 U.S.C. 2285). -Under usual budget 

~epts, the.disbm:sement of funds by the Federal Government~(and FFB-
1ndisputably a·federal entity) to a private individual or £inn is ·a· 
eral budget outlay .. However, the transactions by_FFB of this sqrt ~re 

eluded fran the .. budget totals by law (12 U .S.C. 2290). • Thus this. 
ansactiqn al~_o escapes the disdpliny. of the budget process. Taken • 
gether,. however,.· these transactions.,.-the ERDA guara...l:J_t;ee plu~ the FFB· 
tcha.se- -amount to a- dire~t loan.. : • . : • · · . • · • .. 

f There_is little_ dispute that dire~t loan~ .should'lo~ically be 
lec;ted m the budget totals.· . But the special budget treatment accorded 

/ guarantees, and the special budget trea4Uent :accorded FFB trans- . · 
/ 0ns, creates a situation in.which it· is possible, :i1! .. effect, to make 
·d ec:t loans wi thou~ e:'er·. going. thr~ugh th~ nonnal • discipline _of the . 
c~t process--a d1sc1pllne.wh1ch 1s. applicable. :to most proposals to 

the taxpayer '.s money. •.• • : 
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~ . . . . 
This anomaly is. in~onsistent with· sound budgetary principles, as· 

'i•eflected in the ·Report of the President's Cqmnission. on Budget Concepts. 
We believe FFB s~ould. '!=>~ .~a:rred from engag.tng in transa~tions of this· • • 
sort so· long as .its act~v+ ties are not ·full)" reflected 1n th~ budget·. 

cc: 

ACTING 

Olin E. Teague,, Chainnan 
House Committee on • 
Scien~e and Technol(?gy 

-· 
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Sincerely yours, 

tc0.1t,H~ 
Cbmptrqller General. 
of the United States 
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