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Because of the way some revolving funds are
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total amount of Government activities is
understated--for example, by an estimated
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causes inconsistent reporting for essentially
similar programs.
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cial information. GAO also recommends that
common criteria be established for classifica-
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Dear dMr. Chairman:

In response to your request, we are reporting on various
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Government programs--and assessing the effects such financing
technigues have on congressional control over the budget.
This report is the first of a series which is aimed at as-
suring consistent application of budget principles.
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the provisions of title VIII of the Congressional Budget Act
of 1974 (P.L. 93-344).

" We are sending copies of this report to the Director,
Congressional Budget Office; the Secretary of the Treasury; and
the Director, Office of Management and Budget. '

" Sincerely yours,

Comptroller General
of the United States




COMPTROLLER GENERAL'S : REVOLVING FUNDS: FULL

REPORT TO THE DISCLOSURE NEEDED FOR BETTER
HOUSE COMMITTEE ON f CONGRESSIONAL CONTROL
THE BUDGET '

DIGEST

The Congress establishes revolving funds to
finance Federal programs which carry on a
businesslike cycle of operations. Receipts
from program operations are earmarked for
future operations of the fund. Revolving
funds became popular during the 1930s when
many of the large Government corporations were
founded. Although the number of funds has not
grown recently, revolving fund financial trans-
actions have. "The Budget of the U.S. Govern-
ment" for fiscal year 1977 lists 185 revolving
fund accounts with projected receipts of $70.6
billion and gross outlays (payments) of $75
billion--approximately 20 percent of the total
Federal receipts and outlays projected for

the year. (See pp. 2 to 9.)

Revolving funds are divided into three major
groups (see pp. 4 to 6):

--Public enterprise: Business conducted

- primarily with customers outside the
Government. These funds have the greatest
impact upon congressional control,

--Intragovernmental: Business conducted pri-
marily within and between Federal agencies,

--Trust revolving: Business conducted with
receipts held by the Government in a
fiduciary (i.e., trust) capacity.

In 1967, the President appointed the Commission
on Budget Concepts to review Federal budget
concepts and recommend changes in the Federal
budget process. The Commission made two rec-
ommendations which have had a direct and last-
ing impact on revolving funds and their inclu-
sion in the budget: (1) financial activities
of public enterprise revolving funds should be
included in the budget totals on a net outlay
basis and (2) there should be a consistent
classification of revolving fund accounts in
the budget.
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Since enacting the Congressional Budget Act of
1974, the Congress has become more involved in
the Federal budget process, especially in
setting priorities among Federal functions.
Because of the major changes in the budget
process brought about by the act, GAO believes
the practice of net outlay accounting for pub-
lic enterprise revolving funds should be
changed. Reporting public enterprise revolving
funds in the Federal budget on a net outlay
basis is misleading and understates the tru-
magnitude of Government activities as well as
the impact of individual revolving fund pro-
grams; thus, the Congress does not have the
most complete .information for making future
budget decisions.

Steps should also be taken to reinforce the
1967 Commission's recommendation for consist-
ent application of revolving fund criteria,
Questions exist concerning accounts presently
classified as revolving funds. (See pp. 42
to 58.)

- NET OUTLAY ACCOUNTING

Although revolving fund transactions are
presently accounted for in the budget on

a net basis, the level of financial activity
carried on by revolving funds would most
clearly be shown by recording total outlays
(i.e., on a gross basis). For example, of
the $33.6 billion of Government financial
activity projected to be conducted with the
public through public enterprise revolving
funds in fiscal year 1977, only $5.8 billion
was included in the 1977 budget outlay-
totals. The $27.8 billion in receipts was
deducted from the $33.6 billion in outlays
and was not included. This $27.8 billion
was, in effect, treated as if it were not
part of the budget. (See p. 62.)

Although fiscal year 1977 budget data is used
throughout this report (see p. 1), the con-
clusions and recommendations presented would
not change if 1978 budget data weré used.

_Thé Director of the Office of Management and
Budget should make appropriate changes in
current budget procedures which will result
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Tear Sheet

in financial activities of public enterprise
revolving funds being reflected in the Federal
budget on a gross basis.

REVOLVING FUND CRITERIA

Revolving funds are not established by the
Congress on the basis of any uniform criteria
as to when revolving fund financing is neces-
sary or appropriate. Moreover, authorizing
legislation does not always clearly provide
that a revolving fund is to be established.
GAO, the Treasury, and the Office of Management
and Budget provide different criteria for

the classification of accounts as revolving
funds. Some accounts classified as revolving
funds do not meet the written criteria. For
instance, although the criteria specifies
that an activity should be:self-financing,
outlays often exceed receipts by large
amounts in many public enterprise revolving
funds, When this happens, the funds must
receive some form of additional budget au-
thority through appropriation acts. Other
programs, with operations similar to re-
volving fund programs, have not been es-
tablished as such by the Congress.

-Together with the executive branch, the

Congress should develop and utilize a common
criteria for establishing and classifying
all revolving funds. :

Before establishing any additional revolving
funds, the Congress should study the full
financial implications of each new proposal
and incorporate the findings of such a study
in reports and documents on the legislation.

The Director of the Office of Management and
Budget should periodically review, in depth,
all established revolving funds in the budget
to determine whether (1) they still meet the
established criteria for revolving funds and
(2) the accounts should continue to operate
as revolving funds. The results of such re-
views should be given to congressional com-
mittees, the Department of the Treasury, the
congressional Budget Office, and GAO.
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AGENCY COMMENTS

While the Office of Management and Budget
agreed in principle with most of GAO's recom-
" mendations, it objected to GAO's recommenda-
‘tion that public enterprise revolving funds
be included in the Federal budget totals on
the basis of total expenses. In GAO's view,
the Congressional Budget Act of 1974, with
its greater congressional involvement in the
budget process, requires full and complete
disclosure of information to the Congress,

The House Appropriations Committee agreed with
the thrust of the recommendations. The Depart-
ment of the Treasury and the Congressional Bud-
get Office believe GAO's recommendations merit
serious consideration. These agencies and the
Office of Management and Budget pointed out
that GAO's recommendations, if adopted, will
require changes in the budget process, es-
pecially in the methods of reporting and dis-
closing financial information. Making these
changes will require coordination among con-
cerned parties. GAO believes this should be
done and will assist in the task.
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CHAPTER 1

SCOPE_AND _DEFINITION

PURPOSE_AND SCOPE_OF REPORT

This report was undertaken at the request of the House
Budget Committee's task force on budget controllability as
part of a series of reports dealing with legislative, finan-
cial, and administrative practices that affect the ability

of the Congress to control Federal spend1ng. These studies
are intended to assist the Congress in distinguishing between
controllable and other programs (a distinction regquired by
the Congressional Budget Act). 1In addition, they are intended
to gather data and develop concepts for practical application
by the Congress in improving the controllability of the Fed-
eral budget.

The extent of our review was to study the overall
use of revolving fund financing throughout the Federal
Government and its implications for congressional control.
Althougn individual revolving fund accounts are cited fre-
guently throughout the report as examples, no individual .
accounts were studied in depth or andited by GAO for this
report. No projections can be made from any single example
because there are three broad classifications of revolving
funds, each classification unigue ané varying greatly from
the otheras. Also, there are 185 revolving fund accounts in-
cluded in the budget, which finance vastly different programs

and activities and vary in size from several thousand dollars
to aeveral billion dollars.

-aThe»source for most of- the statistics and financial ' .-
information used in this report is from an analysis of "The
Budget of the U.S. Government," 1977, its "Appendix," and
the Office of Management and Budget (OMB) computer tape of
this information. Therefore, financial data for flscal years
1976 and 1977 are OMB estimates.

Fiscal year 1978 budget data became available after
the analyses in this report were completed but before the
report was published. Since no changes have been made in
the budget system, changing statistics throughout the re-
port te reflect fiscal year 1978 data would have required
an extensive effort without significantly changing finan-
cial data or in any way changing the substance of the re-
port's conclusions or recommendations. For example,
$27.8 billion in receipts from public entetprlse revolving
fund activity was deducted from $33.6 billion in gross oyt-
lays so that only $5.8 billion was included in the fiscal



vear 1977 oudget outlay totals. This compares with
$8.6 billion included in the fiscal year 1978 budget out-
lay totals. '

Other information in the report came from various
sources, such as previous reports on revolving funds, legis-
lative histories, and general studies on the budget process
and congressional control. Numerous interviews were held
with officials at OMB and Treasury and with congressional
staff members from various committees.

The report is divided into six sections, the first part
of which is a general discussion of the characteristics of
the various categories of revolving funds. This is followed
by a discussion of the history and growth of revolving funds
~and how revolving funds are financed. Executive and legis-
lative branch criteria for revolving fund establishment and
classification are discussed in detail along with several
examples of questionable classification of funds. The largest
segment of the report deals with specific aspects of congres-
sional control as it relates to revolving funds. The final
section consists of our conclusions and recommendations.

WHAT IS A REVOLVING FUND?

The general term "revolving fund" designates a fund estab-
lished by the Congress to finance a cycle of operations through
amounts received by the fund. A Government activity can thus
finance a business-like cycle of operations with a revolving
fund. 1In concept, expenditures from the revolving fund gen-
erate receipts which, in turn, are earmarked for new expendi-
tures, thereby making the Government activity a self-sustaining
enterprise. The concept is aimed at selected Government pro-
grams in which a buyer/seller relationship exists to foster
an awareness of receipts versus outlays through business-
like programing, planning, and budgeting. Such a market
atmosphere is intended to create incentives for customers
and managers of revolving funds to protect their self-interest
through cost control and economic restraint, similar to those
that exist in the private business sector. In theory, mo.t
revolving funds are intended to become self-sufficient and
not in need of annual appropriations from the Congress to
operate, thus often eliminating the need for systematic con-
gressional control of revolving fund operations,

All revolving funds are established by act of Congress.
Proposals to establish revolving funds come from either the
executive branch (individual agencies or OMB) or from con-
gressional sources. The legislative procedure for establish-
ing revolving funds is generally the same as that for



establishing any Federal program. For revolving funds,
however, the Congress provides authority for a program to
collect and earmark receipts from program activities which
in turn will be used to finance future operations rather
than requiring the regular appropriations process for .
periodic program financing. .

Appropriation action is generally required to furnish
the revolving fund with a corpus (i.e., initial working
capital), although other means are sometimes used (see
p. 33). The corpus has to be sufficient for the activity
to finance its operating costs until the time that it
receives reimbursement from users. Thereafter, appropria-
tion involvement is usually limited to restoring the corpus
for losses incurred by the fund (capital impairment) or to
" limit administrative or personnel costs. As a result, con-
gressional control over the level of revolving fund pro-
gram activities is generally unnecessarily removed from the
appropriations process because the revolving fund depends
on business demand for its revenue, which is not under the
control of the Congress.

The President's Commission on Budget concepts

The recommendations of the President's Commission on
Budget Concepts (1967), 1/ which are discussed frequently
throughout this report, had a direct and lasting effect
on budget concepts and definitions related to revolving
funds. This is especially true regarding both budget treat-
ment and consistent classification standards for revolving
funds. Consistent with the Commission's recommendations,
revolving funds are accounted for in the budget on a net
outlay rather than a gross outlay basis. That is, receipts
from funds operations are subtracted from gross outlays with
only the net outlay amount being reflected in the budget.
totals. The Commission was also concerned with the need
for consistency in treatment of budget concepts and defini-
tions because, in the Commission's opinion, this directly
affects budget accounting practices. These issues and our
related recommendations, which are at some variance with the
recommendations of the President's Commission (i.e., contrary
to present budget practices), are discussed in this report
as follows:

1/"Report of the President's Commission on Budget Concepts
and Staff Papers and Other Materials Reviewed by the
President's Commission,"” Washington, D.C., Oct. 1967.



-~-The issues relating to reporting revolving fund
financial activity on a net instead of a gross out-
lay basis in the budget totals are raised most no-
tably in chapter 6 and appendix I.

--The Commission's stand on the importance of standard
budgetary concepts and definitions regarding estab-
lishment and classification of revolving funds is
discussed in chapters 4 and 6.

TYPES OF REVOLVING FUNDS

Revolving funds are divided into three major groups--
public enterprise, intragovernmental, and trust revolving--
defined and discussed below. 1/

‘Public enterprise

This group of accounts (Treasury account symbols
4001-4499) includes funds which are established by specific
statutory provisions and are credited with collections pri-
marily from outside the Government. These receipts are ear-
marked to finance a continuing cycle of Government-owned,
business-type operations in which outlays generate receipts.
Each of the Government-owned corporations 2/ (except Federal
Prison Industries and Federal Deposit Insurance Corporation)
operates with one or more public enterprise funds. 3/ Most
public enterprise funds have a corpus invested by the Govern-
ment. The most common uses of these funds are:

--Direct lending operations, such as the Small Business
2dministration business loan program, the program for
loans to Indians, and various lending programs of the
Department of Housing and Urban Development (HUD).

1/Specific characteristics of the three types of revolving
funds are discussed in more detail in the "Criteria for
Revolving Fund Financing" section of this study, pages 48
to 53. .

2/As defined by section 101 of the Government Corporation
Control Act, which is discussed on pages 65 to 67.

3/The Federal Prison Industries is classified as an intra-
governmental revolving fund because receipts are primarily
from other Government funds. Federal Deposit Insurance
Corporation is classified as a trust revolving fund because
no Government capital has been provided.



--Transportation services, such as the Panama Canal, the
U.S. portion of the St. Lawrence Seaway, and the
Alaska Railroad.

--Guarantee funds, including various loan guarantee
programs of the Veterans Administration and the
lease guarantee revolving fund of the Small Business
Administration.

Intragovernmental

These accounts (Treasury account symbols 4500-4999) are
credited with collections that are earmarked by law to carry
out a cycle of Government-owned, business-type operations
primarily within and between Federal agencies, rather than
outside the Government as in public enterprise funds. Most
intragovernmental revolving funds also have a corpus in-
vested by the Government. Charges made by these funds
should be based upon costs incurred in the performance of
a service or the procurement, inventory management, storage,
and distribution of supplies and material. According to
OMB's fund classification listed in their "Examiner's Hand-
book," the intragovernmental revolving funds category in-
cludes five separate types of accounts--industrial funds,
stock funds, supply funds, working capital funds, and man-
agement funds. 1/ The mocst common uses of these funds are:

--Central agency services and supplies, such as the
Government Printing Office revolving fund, the Fed-
eral buildings fund and the general supply fund of
the General Services Administration, and the revolv-
ing fund of the Civil Service Commission.

1/Management funds (Treasury account symbols 3900-3999) are
authorized by law to be established from moneys derived from
two or more appropriations to carry out a common purpose oOr
project usually not involving a cycle of operations. A
variety of such funds within the agencies finance items such
as centralized research, engineering, telephone, and main-
tenance services. This group also includes those funds
called consolidated working funds, whereby agencies utilize
the general authority granted by law to accept advance pay-
ments from other agencies or bureaus for agreed upon under-
takings, largely for the benefit of the paying account.
Except where otherwise authorized, such advances are ac-
counted for through consolidated working funds. The author-
ity to establish consolidated working funds is contained
in the Economy Act, 31 U.S.C. 686. An analysis of manage-
ment funds, by agency, appears in appendix 1IV.




--Intra~agency services and supplies. Most executive
departments and larger independent agencies operate
with a working capital fund for financing office
supply storerooms, reproduction services, and other
services common to many of the organizations within
the agency. The Department of Defense has several
ingustrial funds and stock funds primarily for the
sale of services, supplies, and materials within
the Department.

Trust revolving

A

Trust revolving funds (Treasury account symbols 8400~
8499) are credited with collections earmarked by law and
held by the Government in a fiduciary capacity for use in
financing a cycle of business-type operations to carry out
specific purposes or programs. The most common uses of these
funds dre: '

--Employee insurance funds. The Civil Service Commis-
sion administers life insurance and health benefit
funds for employees and retired employees.

--Government-sponsored enterprises without capital.
The Federal Deposit Insurance Corporation, the Milk
Market orders assessment fund of the Department of
Agriculture, and the Comptroller of the Currency's
fund are illustrative of enterprises included in
this group.

GENERAL CHARACTERISTICS OF REVOLVING FUNDS

Designation of a fund as a revolving fund depends pri-
marily upon whether its nature and operations meet certain
criteria used for fund classification and not on whether it
is called a revolving fund in the authorizing legislation,
The law need not use the words "revolving funds" in order to
establish such a fund.

All revolving funds:

1. Involve earmarking receipts. Generally the receipts
are available without further action by the Congress,
but are subject to such limitations as the Congress
may impose annually.

2. Maintain accounts on an accrual basis reflecting the
resources, liabilities, revenues earned, and costs
of operation. Most revolving funds are also expected
to make a disclosure, at least for budget purposes,



of obligations incurred which have not yet accrued
into liabilities. Intragovernmental funds are ex-
pected to disclose accepted customers' orders which
have not yet accrued into receivables.

3. Are included in the budget totals on a net basis
(outlays less receipts). Gross figures are dlsclosed
in the detailed schedules for each fund.

Most revolving funds:
1. Have a fixed amount of capital.

--Some funds have capital which is subject to adjust-
ment from year to year.

--A few funds were started without a capital contribu-
tion or the original capital has been retired.

--Some public enterprise funds have authority to bor row
from the Treasury or directly from the public.

2. Own the assets used in carrying out their program.
(Real estate is commonly excepted.)

3. Are required to submit statements of financial condi-
tions, revenue and expense, and the source and appli-
cation of funds for Treasury reporting purposes.
Generally such statements (except the source and
application of funds) are required to be printed in
the budget appendix for all revolving funds. Treasury
generally requires quarterly reports for revolving
funds, although some exceptions permit less frequent
reporting. _

4. Operate as close to a break-even basis as possible.

--Nearly all intragovernmental revolving funds are re-
quired by law to do so by obtaining revenue to cover
the costs they incur.

--Most public enterprise funds are expected to operate
on a break-even basis. Many such funds, however, re-
quire appropriations from the general fund for current
subsidy or ultimately to restore the impairment of
capital; it may be provided that excess income is re-
turned to the general fund as a capital transfer.

--Cost includes depreciation of équipment and accrued
annual leave to those employees paid by the fund,



although in some cases this does not include adminis-
trative expenses.

5. Like other accounts, are generally subject to audit
by GAO.

SCOPE OF REVOLVING FUNDS

The fiscal year 1977 budget appendix contains 193 revolv-
ing fund accounts, ‘including both on-budget and off-budget
accounts--approximately 15 percent of the more than 1,200
budget accounts. Projected financial activity in these ac-
counts is $89.9 billion in receipts and $105.4 billion in
gross outlays for fiscal year 1977. Excluding the 8 revolv-
ing funds which are off-budget 1/ and, therefore, do not
appear in the aggregate budget figures, 185 revolving funds
have receipts of $70.6 billion and gross outlays of $75.0
billion.

Eighty-seven of the 185 on-budget revolving funds are
public enterprise funds, with receipts of $27.8 billion and
gross outlays of $33.6 billion estimated for fiscal year 1977.
Eighty-four 2/ of the revolving funds are intragovernmental
funds and 14 are trust revolving funds. 1If off-budget re-
volving funds are included in the totals, however, the total
for public enterprise funds is increased considerably: 93
funds with $43 billion in receipts and $51 billion in gross
outlays, which is approximately half of the total revolving
fund accounts and dollar transactions.

The following table shows the number of revolving funds
by category (together with their receipts and gross outlays)
included in the fiscal year 1977 budget.

1/Activities of off-budget revolving funds are discussed in
detail in "Off-Budget Activities of the Federal Govern-
ment,” by the House Budget Committee (H. Rept. 94-1740).

2/Includes 43'management funds with receipts and gross

outlays of $1.4 billion., This analysis includes manage-
ment fund figures.

N



SCOPE OF REVOLVING FUNDS
FOR FISCAL YEAR 1977
(in hillions of dollars)

ON-BUDGET OFF-BUDGET TOTAL

No. Gross No. Gross | No-
" Accounts Receipts Qutlays Accounts {Receipts OQutlays |_Accounts Receipts

)
Gross
OQutlays

Public enterprise | 87 $27.8 {5 33.6 §15.2 " tsir.4 93 s 43.0

s 51.0

Intragovernmental a4a/ 317 3.5 4.1 13.0 Be/ | 41.8

50.5 :

3.9

[
2
Trust revolving 14 5.1 3.9 0 0 0 14 5.1
TOTAL 185 $ 70.6 $75.0 | 8 $ 19.3 $30.4 193 $ 89.9

§105.4

ylnc!.udu 41lmanagement funds with receipts and gross outlays of $1.4 billion.
All analysis includes management fund figures.

All major functional categories of the budget and all
major agencies contain revolving fund accounts. 1/ The
functional category with the largest number of revolving
fund accounts is Commerce and Transportation with 26 on-
budget public enterprise accounts. For fiscal year 1977,
estimated receipts are $10.1 billion and gross outlays are
$12.1 billion. The functional breakdown is important be-
cause the Congressional Budget Act requires the Congress
to estimate outlays, budget authority, and tax expenditures
for each functional category of the budget. The relation-
ship of functional categories of revolving funds to budget
control is discussed on page 68.

The agency which has the greatest level of financial
activity from revolving funds is the Department of Defense,
with 13 intragovernmental accounts totaling receipts of

- $30.9 billion and gross outlays of $30.7 billion estimated

for fiscal year 1977. The Department of Agriculture has
the greatest level of financial activity for public enter-
prise revolving funds in fiscal year 1977 with receipts
and gross outlays projected to total $12.7 billion. Al-
though the Department of Housing and Urban Development

has a greater number of public enterprise accounts, the
greater financial activity in the Department of Agricul-
ture is due to the Commodity Credit Corporation, insurance
programs, and rural housing and development programs.

1/Tables showing the distribution of revolving funds by
agency, function, and congressional committee jurisdiction
are in appendix IV.



The House Banking. and Currency Committee has juris-
diction over the largest number of public enterprise ac~
counts--27, all of which are Federal housing programs and
large banking programs, such as the Export-Import Bank and
Federal Savings and Loan Insurance Corporation. These ac-
counts are projected to have receipts of $15.3 billion and
gross outlays of $18 billion. The Armed Services Committee
‘has the largest number of intragovernmental revolving fund
accounts because the military management, stock, and indus-
trial funds are under this Committee's jurisdiction.
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CHAPTER 2

HISTORY AND GROWTH OF

REVOLVING FUNDS:

HISTORY OF REVOLVING FUNDS

The first use of the revolving funds concept cannot be
accurately documented. However, the Navy Department is gen-
erally credited with setting the precedent with its financing
of two accounts, which are discussed below.

Even though the term "revolving fund" was not used, the
General Account of Advances, created in 1878, was a sort of
annual revolving fund composed of the total of annual appro-
priations of the Navy. Disbursing officers paid for materi-
als purchased on the basis of vouchers drawn on the General
Account of Advances and were later charged against the annual
appropriations requisitioning materials. The account derived
its capital through annual appropriations made to the Navy.
Each year, therefore, the fund temporarily ceased to "revolve"
until its capital was replenished. .

The Act of March 3, 1893, 27 Stat. 715, 723, making
appropriations for the naval service for fiscal year 1894,
authorized and directed the Secretary of Treasury to cause
the General Account of Advances "to be charged with the sum
of two hundred thousand dollars" and further provided that
this amount be carried to the credit of

"a permanent naval-supply fund to be used * * * jin
the purchase of ordinary commercial supplies for
the naval service, and to be reimbursed from the
proper naval appropriations whenever the supplies
purchased under said fund are issued for use."

In a letter to the Secretary of the Navy, dated
April 23, 1923, the Comptroller General indicated that the
General Account of Advances was authorized solely to consol-
~idate available appropriations into one fund from which dis-
- bursements could be made. He suggested, therefore, the
desirability of issuing instructions that no disbursements
be made from naval funds unless there is a balance in an
appropriation to which such disbursements could be immedi-
ately charged. :

11



Because of the Comptroller General's views, the Navy
recommended legislation to provide a continuing appropriation
for a special working fund. This was subseaquently approved
in the act of May 28, 1924, which provided fiscal year 1925
appropriations for the naval service.

The use of the revolving fund concept was expanded in
the form of public enterprise funds during the 1950s as a
direct recult of the Government's efforts to offset the
effects of the depression by establishing several Government
corporations. For example, the Reconstructior Finance Cor-
poration was established January 22, 1932 (Public Law 72-2),
to aid in financing agriculture, commerce, and industry; to
encourage small business; and to help in promoting maximum
employment and production. The corporation has since been
dissolved. Examples of other public enterprise revolving
funds which were established during the depression and which
are still in existence include the Tennessee Valley Authority
(1933), Federal Housing Administration (1934), and Commodity
Credit Corporation (1938).

Perhaps the largest growth in the use of both public
enterprise and intragovernmental revolving funds took place
in the late 1940s and early 1950s. This growth was the
direct result of the recommendations made by the Commission
or. Organization of the Executive Branch of the Government
(1949), chaired by Herbert Hoover. The Hoover Commission
used the Navy working fund, noted above, as an example of
the financing method which should be adopted by the other
military services and civilian agencies. For example, one
of the Commission's specific recommendations was for the
establishment of a central supply organization which would
"have authority to determine policies for all elements of
the supply function in all civilian agencies, including
those in the legislative and judicial branches, and the Gov-
ernment owned corporations."” 1/ The General Services Admin-
istration was thus established under the provisions of the
Federal Property and Administrative Services Act of 1949
(63 Stat. 379). In addition, several military revolving
funds were established in 1949 as a part of the amendments
to the National Security Act (Public Law 81-216). The broad
" objectives of this legislation correspond with the views of

l/Task force report on the Federal Supply System (app. B),
p. 24, Jan. 1949.
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the Hoover Commission that this type of financing method
tended to

--consolidate operating and fiscal responsibilities
under single management and

--make practical the consumer use of available facili-
ties and inventories and reduce or eliminate the over-
lapping and duplication of services and facilities.

Perhaps the best known revolving fund today, the Post
Office Department (Postal Service), was also a result of the
Hoover Commission recommendations. The Department (Postal
Service) operated under as many as 58 separate annual appro-
priations for over 150 years before it became a revolving
fund as recommended by the Commission.

Some other examples of revolving funds created shortly
after the Hoover Commission recommendations were issued are:

--Army, Navy, Marine Corps, and Defense Stock Funds,
established August 10, 1949 (10 U.S.C. 2208).

--Army, Navy, Air Force, and Defense Industrial Funds,
established August 10, 1949 (10 U.S.C. 2208).

--Army, Navy, Air Force, and Defense Production
Guarantees, established September 8 1950
(50 U.S.C. App. 2091).

--Vessel Operation Revolving Fund, established June 2,
1951 (46 U.S.C. 1241a).

--Virgin Islands Corporation Revolving Fund, estab-
lished June 30, 1949 (48 U.S.C. 1407e).

C..~.H OF REVOLVING FUNDS

Essentially, there are two methods that can be used to
measure the overall growth patterns of revolving funds:
(1) the number of revolving funds and (2) the dollar amounts
of fund transactions. Of the two methods, the level of
financial transactions of the revolving funds furnishes a
better overall picture of revolving fund growth. The number
of revolving funds can be very misleading if it is considered
without also comparing the level of financial transactions.
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For example, between 1973 and 1974 one public enterprise
account, the Postal Service, was moved from the budget totals
to off-budget status. This one item represented less than
1l percent of the total number of such accounts, but its gross
outlays were over $10 billion in 1973, or about 30 percent of
all public enterprise outlays, which was a significant reduc-
tion in public enterprise funds dollar totals. A brief anal-
ysis of the growth patterns for each of the three categories
of revolving funds follows.

GROWTH IN NUMBER OF FUNDS 1/

- Following is a bar graph showing the number of intragov-
ernmental and public enterprise revolving funds for selected
years. 2/ The number of trust revolving fund accounts are
not included in the totals because, except for fiscal years
1975 through 1977, information was not available.

1/The number of revolving fund accounts used in the analysis
was obtained from the OMB computer tape of the fiscal year
1977 budget document (the appendix). OMB, as part of its
account identification code, uses a code to identify the
different types of fund accounts on the computer tape.
Number codes 3, 4, or 8 in position 10 of the identifica-
tion code indicate public enterprise revolving funds, in-
tragovernmental revolving funds, and trust revolving funds,
respectively.

If a revolving fund account had any transactions within
the fiscal year, no matter how small, it was counted. For
example, for one of the accounts OMB computer tapes show
that the account's only transactions in fiscal year 1975
amounted to outlays of $1,000, and they project no trans-
actions at all in fiscal year 1976. The account was in-
cluded in our figures for 1975 but not 1976. '

2/The time periods included in the graph are those dates
where the individual fund account figures were available.
In addition, the time periods of the graph are not as of
the same date of the year--some are as of June 30 while
others are as of January 1. 1In our opinion, however, they
represent the approximate number of individual revolsing
funds during that year.
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The total number of revolving fund accounts has increased
from a total of 121 funds in 1967 to 135 in 1975, a l2-percent
increase. These totals are projected by OMB to decrease in
fiscal years 1976 and 1977 to 132 and 128, respectively.
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The growth patterns in the numbers of accounts in the
different categories of revolving funds follows.

Public enterprise funds

The number of public enterprise funds has remained
relatively steady over the past 11 years. For example, the
number of funds in fiscal year 1967 was 88, rose to a high
~of 99 in 1969, and is projected to decline to 87 in 1977.

During the time periods for which figures were avail-
able, the total number of revolving funds has not signifi-
cantly changed. The biggest yearly net increase took place
between 1968 and 1969 when 10 new public enterprlse funds
were added 1/

Intragovernmental funds

The number of 1ntragovernmenta1 revolving funds
increased from a low of 33 in 1967 to a high of 43 in 1974,
~a 30-percent increase. According to the fiscal year 1977
budget the number of intragovernmental funds is estimated to
be 41 in 1977. As indicated in the graph, the largest net
growth took place during two periods, 1967-68 and 1969-74.
The latter was the period where individual figures were not
available. (Although management funds are in the OMB iden-
tification code as inttagovernmental revolving funds, they
have not been included in our analysis.) ' In summary, there
has been only limited growth in the actual number of intra-
governmental revolv1ng funds over the past 1l years.

Trust revolv1ng funds

The number of trust revolving accounts was not readily
available for the time prior to fiscal year 1975. We were
~able to determine, however, that there were 12 such accounts
in 1967. For fiscal years 1975, 1976, and 1977 the number
of trust revolving funds totaled 13, 14, and 14, respectlvely
(last 2 years are estimates). It seems that there have been
few net variations in the number of these funds.

l/See GAO report entitled 'Fxnancxng Agency Programs Other
Than by Direct Approprxation--Revolv1ng Funds, " B-140389,
Mar. 6, 1970.
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GROWTH IN AMOUNT OF DOLLAR_TRANSACTIONS

A more meaningful measurement of the growth of revolving"
funds, other than simply the number of such funds, is obtained
by analyzing their dollar transactions. While only the net
outlays of the revolving funds are included in the budget
totals, the receipts and gross outlays are included in the
detailed information on accounts in the budget appendix. This
data (receipts and outlays) is available for individual ac-
counts because it shows the extent of business the revolving
fund transacts. This same information does not appear on an
aggregate basis in the budget totals, and, as a result, the
extent of business conducted by all revolving funds is not
reflected in the budget totals.

The estimated total receipts for the three categories
of (on-budget) revolving funds in fiscal year 1977 was
20 percent of the total Federal budget receipts projected by
OMB.

Schedule of Combined Revolving Funds

Receipts and Outlays

(billions)
Percenﬁage
growth,
FY 1974 FY 1975 FY 1976 FY 1977 1974-77
Gross outlays $53.6 $63.5 $74.0 $74.9 40
Gross receipts 47.8 36.7 66.5 70.6 48

——————t—-

Net outlays §$_5.8  § 6.8 $ 7.5 $_4.3

As shown in the above schedule, for fiscal years 1974
through 1977--the last 2 years are estimates--the combined
receipts for all three types of revolving funds have grown
by 48 percent while the combined outlays increased by
40 percent. Because of the greater growth in the receipts,
the gap between them and gross outlays was reduced from
$5.8 billion in 1974 to $4.3 billion in 1977. Discussion of
the growth within the individual categories of funds follows.
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Public enterprise funds

The receipts for these funds increased 64 percent
between 1974 and 1977, from $17 billion to $27.8 billion;
gross outlays increased from $23 billion to $33.6 billion,
or 46 percent. Net outlays, the only amount included in
the budget figures, were $6 billion in 1974 and estimated
at $5.8 billion in 1977. Much of the dollar transaction
projected growth between 1974 and 1977 was the direct result
of adding new accounts as revolving funds. For example, the
Department of the Treasury added the "New York City Seasonal
Financing Fund" account, which increased its receipts and
gross outlays by about $2 billion. Also, the Export-Import
Bank was brought back into the budget in fiscal year 1977,
thereby increasing on-budget receipts by about $2.2 billion
and gross outlays by about $3.5 billion.

A substantial amount of the growth, however, was the
increase in the amount of transactions of the established
accounts. For example, the Farmers Home Administration's
receipts are projected to increase from $3.7 billion in 1974
to $9.1 billion in 1977 while gross outlays are projected to
increase by $3.1 billion. The Panama Canal Company dollar
transactions increased about 50 percent during the same per-
iod, and the Tennessee Valley Authority's receipts went from
$900 million to about $2 billion while its gross outlays in-
creased from $1.3 billion to $3.1 billion. Similar increases
are projected in the public enterprise funds of the Veterans
Administration, Federal Savings and Loan Insurance Corpora-
tion, and Interior Department.

While a part of this growth obviously can be accounted :
for by inflation, much of the increase has been the growth !
in the amount of business undertaken by the public enter- f
prise accounts. |

The 10 largest on-budget public enterprise accounts,
with their projected gross outlays for fiscal year 1977, are
listed below.



10.

Agency

Department of
Agriculture

Independent

Department of
Agriculture

Independent

Department of
Housing and
Urban Development

Department of the
Treasury

Department of
. Agriculture

Départment of
Transportation

Department of
Housing and
Urban Development

Department of
Housing and
Urban Development

gccount Outlay

(000 omitted)

Rural Housing Insurance
Fund : $5,461

Export-Import Bank of
the United States 3,509

Commodity Credit Corporation
3,427

Tennessee Valley Authority 3,097

Federal Housing Administra-

tion Fund
2,279
New York City Seasonal
Financing Fund 2,100
Agricultural Credit ' .
Insurance Fund 2,004
Urban Mass Transportation
Fund ' 1,585
Special'Assistanée Functions
Fund
1,321
Urban Renewal Fund--Capital
Grants
1,000

19



The following schedule shows the number of the public
enterprise fund accounts as well as their related gross out-
lays, by agency, for fiscal years 1975 through 1977.

DISTRIBUTION OF PUBLIC ENTERPRISE RLVOLVING FUNDS
BY AGENCY FOR FISCAL YEARS 1475, 7n, AND 77
(in millions of dollars)

Agenc' Fiscal Year 1u7s fiscal Year 1970 Fiscal Year 1977
Ne. Groas No. Gross No. Gross
Accts. Qutlays Acets, Outlayg _Accts, | Outlays
Funds Appropriated to the President 8 § 6% 7 $§ 743 u § 497
Department of Agriculture ? 1,17 ? 12,850 7 12,606
Department of Commerce 8 26 ] 34 7 33
Department of Defense--Military 4 43 3 12 ki 11
Department of Defense--Civil 1 251 1 278 1 306
Department of Health, Education, and ]
Welfare . B 253 7 336 ? 287
Department of Housing and Urban
Development 19 9,474 17 12,6106 15 6,622
Department of Interior l 3 301 ] 508 8 603
Department of Transportation loa 75 4 1,412 4 1,043
Departmeat of Treasury 5 1 4q 1,301 4 2,101
Environmental Protection Agency 1 1 1 1 1 1
Energy Research & Development Agency 1 3
General Services Administration |4 2 4 2 3 2
Veterans Administration | 794 B 882 8 950
Other Independent Agencies £4L1 4,555 11 4,500 13 7,925
Total Budget Accounts i 35 $28,354 91 $35,568 87 $33,647
Off-Budget Accaunts 7 17,630 7 19,713 (] 17,386
Total J102 $45,984 98 $55,281 93 $51,033

Intragovernmental funds

Intragovernmental revolving fund receipts 1/ and expend-
itures are not included in the budget totals. To include
these financial transactions in the budget total would be
substantially misleading and would inflate the budget totals
because the same funds would be counted as both receipts and
- expenditures. Furthermore, the funds do not circulate with
the public at large. Though the practice of excluding these
transactions is financially sound and generally accepted
throughout the Government, the Congress should be aware that
total dollar transactions within these accounts is substan-
tial and growing.

Between fiscal years 1974 and 1977 total receipts from
intragovernmental accounts are projected to increase from
$27.8 billion to $37.7 billion, or 36 percent. The projec-
tion for gross outlays during the same time period is
$28.0 billion to $37.5 billion, or 34 percent. Much of the
increase can be attributed to inflation.

1/These receipts come from other appropriation accounts which
are included in the budget.
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Almost 90 percent of the projected growth in the dollar
transactions between 1974 and 1977 took place in 14 accounts.
These 14 accounts, noted below, accounted for a growth of
$9.1 billion in receipts and $8.6 billion in gross outlays.

Size and impact of larger intragovernmental funds

The size and impact that intragovernmental funds can
have is illustrated by the following examples.

1. Defense industrial funds. In fiscal year 1975 the
five Defense industrial funds operated over 100 Defense
activities employing about 37,000 military and 298,000 civil-
ian personnel (about 27 percent of Department of Defense's
civilian work force) and had gross outlay transactions total-
ing about $9.9 billion. To give some basis for comparison,
these industrial funds equate with the U.S. Steel Corporation,
the 14th largest industrial corporation in the United States
during 1974. 1/

2. General Services Administration. Four General
Services Administration funds--Federal Building, General
Supply, Federal Telecommunications, and Automatic Data
Processing--provided $2.8 billion in goods and services to
Government agencies during fiscal year 1975.

3. Department of Defense stock funds. Within the
Department of Defense there are five stock funds: each mil-
itary service operates a fund to provide for ‘its own needs,

- and, in addition, the Defense Supply Agency Fund buys

common-type items to sell to the other services. During
fiscal year 1975 the five Defense stock funds had gross out-
lays of $15.7 billion.

The following schedule shows the number of intragovern-
mental fund accounts as well as their related gross outlays,
by agency, for fiscal years 1975 through 1977.

1/See GAO report entitled "27 Years' Experience With Defense
Iindustrial Funds," FGMSD-76-51, Oct. 5, 1976.
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TOBY WENCY TOR FESCAL YEARS LTy T AND T
(in millions of dollars)
Fiscal Year 1977 Fiscal Year 17 Fiscal Year 1077
“No. UGS s No. Virus s No. Grass
I \geucy Accts.) vutlavs Accts.] Cutlays Accts ] vutlays
Legislative Uranch 2 $ dui 2 $ =T 2 $ o7
Judiciary 1 Lo 1 *
Executive Office of the President 4 2 {
Funds Appropriated to the President 3 12 ol 7 K T
Department of Agriculture 5 110 o 13~ 4 127
Department of Commerce 11 131 < 171 ? 1/
Department of Defense--Military 13 20,8038 13 28,93 13 3¢, 1A
Department of Defeuse«=Civil 2 307 2 345 1 REIN
Department of Health, Education, and
Welfare 14 241 11 274 e sl
Department of Housiug and lrban
Development 3 30 3 03 2 51
Department of Interior 13 90 13 93 12 RE:
Department of Justice 2 0l 3 7S 3 54
Department of Labor 3 34 5 ol 3 Ja
‘Department of State 2 15 2 15 2 17
Department of Transportation s 146 5 Lloo 4 lod
Department of Treasury 4 119 ' 4 134 4 131
General Services Administration 8 2,875 ) 3,249 7 3,429
Veterans Administration 2 264 2 429 2 431
Other Independent Agencies 7 41 5 47 3 45
Total Budget Accounts 110 F32,356 101 35,314 4 37,472
Off-Budget Accounts 1 7,549 1 7,360 2 12,97¢
Total 111 F39,005 102 43,174 . So 50,448

* Less than one million
a/ Includes management funds

Trust revolving funds

The receipts of the trust revolving accounts during
fiscal years 1974 through 1977 have grown at a faster rate
than gross outlays--66 percent versus 49 percent. The dollar
totals for receipts went from $3 billion to a projected _
$5.1 billion, while related gross outlays went from $2.5 to
$3.8 billion.

The following four accounts were the larger trust re-
volving funds: '

Fiscal year 1977 estimates

Receipts Gross outlays

(in millions) |
Employees Health Benefits Fund $2,971 | $2,895
Employees Life Insuraﬁce Fund 859 460

Federal Deposit Insurance _
Corporation Fund 836 68

Department of Treasury
Assessment Fund 79 83
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The schedule below shows the number of trust revolving

fund accounts as well as their related gross outlays, by
agency, for fiscal years 1975 through 1977.

DISTRIBUTION OF TRUST REVOLVING FUNDS

BY AGENCY FOR FISCAL YEARS 1975, 70, AND 77

(in millions of dollars)

Agency __Fiscal Year 1975 Fiscal Year 1976 Fiscal Year 1977

No. Gross No. Groas No. Gross

Accts. | Outlays Accts.| Outlays Accts. Qutlays
Departrnent of \zriculture 1 $§ 20 1 § 22 1 S 24
Departrent of Defense--Military 1 90 1 112 1 106
Department of Defense=-Civil 1 * 1 * 1 =
Departrient of Justice 1 7 1 8 1 Y
Department of Transportation 8/ 2 41 2 41 2 52
Department of Treasury 1 66 1 79 1 83
General Services Administration 1 [ 1 0 1 0
Veterans Administration 1 30 1 3s 1 42
Other Independent Agencies 4 2,582 5 2,829 5 3,442
Total & 13 $2,848 14 $3,135 14 $3,854

* Less thaun one million

& Includes right-of-way revolving tund
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CHAPTER 3

FINANCING REVOLVING FUNDS
Public enterprise, intragovernmental, and trust

revolving funds obtain their financing from a variety of
sources. These sources can be classified into two major
categories: receipts (including contributions) and budget
authority (i.e., appropriations, authority to borrow from
the Treasury and the public, and contract authority). These
methods are discussed in detail in the following sections.

A unique characteristic of all revolving funds is the
earmarking of receipts to finance designated programs or
activities, generally without any further action by the Con-
gress. The source of the receipts for the three types cf
revolving funds ranges over a wide spectrum of activities.
The following are some examples of the sources of receipts
for some individual funds.

Public enterprise

Tennessee Valley Authority--Sales of electric power and
fertilizer.

Commodity Credit Corporation-~-Loan principal repayments,
interest income, receipts from dollar sales, and receipts
from sales of foreign currency.

Export-Import Bank--Loan repayments, interest income,
and fees for guarantees on private loans.

Federal National Mortgage Association--Principal and
interest on mortgage purchases, sales of mortgages, and fees
for service 'in handling mortgage purchases.

Community Disposal Operations Fund--Farmers Home
Administration~--Sales of real property.

Servicemen's Group Life Insurance Fund--Insurance
premiums,

Revolving Fund for Certification and Other Services--
Food and Drug Administration--Fees for certification of
drugs and food additives.
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Canteen Service Revolving Fund--Veterans Administration--

Sales of merchandise to hospitalized veterans.

Alaska Railroad Revolving Fund--Rail line operations.

After the original authorization, congressional actior
is not generally required to use these receipts. 1In sor:
cases, however (e.g., some wholly owned corporations), the
Congress will consider the budgets and may enact annual
limitations on funds for items such as program or operating
and administrative expenses or may limit the use of receipts
for these items. The Export-Import Bank serves as an example
of this type of congressional control. (See pp. 77 to 79.)

Intragovernmental

Department of Defense Funds--Typical activities financed
by the five Defense industrial funds include shipyards,
arsenals, depots, and printing plants, which in turn store,
distribute, repair, and overhaul such things as planes,
trucks, weapons, and electronic equipment. They also provide
services such as transportation, public works, and research
and development. IntragoVernmental revolving fund receipts
are from customer payments, which in turn come from the
customers' appropriations.

General Supply Fund--General Services Administration--
This revolving fund furnishes about 38,000 supply items 1in
common use by Federal agencies, leases motor vehicles to
other agencies, and reconditions office equipment.

Government Printing Office Revolving Fund--Prints,
binds, and distributes materials for the Congress and other
agencies, as well as furnlshes paper, inks, and similar sup-
plies to such agencies. : -

Bureau of Engraving and Printing Fund--Supplies U.S.
currency, food coupons, and postage stamps as well as inter-
nal revenue, customs, and saving stamps issued by the United
States. It also prints a variety of commissions and certif-
icates.

Trust revolving

Most of the receipts of trust revolving funds come from
the contributions of the potential beneficiaries of said
trusts. The largest trust revolving funds are those of the
Civil Service Commission, which deals with U.S. life insurance
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and health benefits, and the Federal Deposit Insurance
Corporation, which gets insurance premiums from user banks
for the protection of individual depositors.

RELATIONSHIP BETWEEN RECEIPTS AND OUTLAYS

The combined total receipts for the three types of
revolving funds was about $56.4 billion in fiscal year 1975
and is projected to be §70.6 billion in fiscal year 1977.
These combined receipts total an amount that would equal
19 percent of the current budget receipt estimates. Public
enterprise receipts alone were $20.8 billion in 1975.

The graph below shows the relationship of receipts and
outlays for each type of revolving fund.

RELATIONSHIP OF RECEIPTS VS. OUTLAYS FOR
FISCAL YEARS 1968 THROUGH 1977 wore
(In Billions)

BILLIONS OF DOLLARS
awlr

A
INTRAGOVERNMENTAL
.‘410

PUBLIC ENTERPRISE
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y L Ny weqecececwasans r
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FISCAL YEAR

4/ Does not inctude rransimion quarter RECEIPTS R
GROSS OUTLAYS O

One of the major issues of revolving funds concerns the
method of accounting for the funds' activities. Receipts of
public enterprise revolving funds are netted against outlays
in the budget. Public enterprise transactions on a gross
basis are an integral part of Federal financial activity.
Under current practices as recommended by the President's
Commission on Budget Concepts (1967), however, receipts are
omitted from any comprehensive presentation of the Govern-
ment's fiscal program. The netting of receipts against gross
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outlays conceals the factors that determine the net outlay
amounts. These factors can have significant economic impor-
tance.

While gross receipts of public enterprise revolving
funds indicate the value placed on the services provided by
the organization, the netting of receipts against gross out-
lays tends to understate the total size of the budget rela-
tive to the national economy. Whenever a new revolving fund
is enacted or an existing revolving fund grows, the budget
outlays do not increase as rapidly as they would if accounted
for on a gross basis. The changing of an account to a
revolving fund causes reported budget. outlays to decrease
even though the rate of outlays may remain the same or even
increase.

While intragovernmental and trust revolving funds gross
receipts and outlays do not have the same effect as the pub-
lic enterprise fund accounts, as noted above, their overall
activities are significant. 1/

Public enterprise

Comparison of receipts and outlays

As shown in the table below, while the aggregate dollar
totals of receipts and gross outlays of public enterprise
revolving funds have in some years appeared to maintain a
relatively consistent relationship with each other, there
were wide differences. For example, between fiscal years
1973 and 1974 total receipts decreased by $13.2 billion (the
Postal Service was taken out of the total) and total gross
outlays decreased by $13.4 billion, almost a 1l-to-1l ratio.

On the other hand, between 1974 and 1975 receipts increased .
by about $3.8 billion while outlays increased $5.4 billion.

For each of the 10 years, gross outlays exceeded re-
ceipts by a substantial amount, and over the 1l0-year period
receipts averaged about 76 percent of gross outlays.

l/The effect on budget controllability of accounting for
revolving funds on a net instead of a gross basis is
discussed in more detail in ch. 5 and app. I of this re-
port. :
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Total Receipts and Outlays

(billions)

Fiscal Gross - Percentage of
year - Receigpts outlays receipts to_outlays
1977 $27.8 $33.6 82.7
1976 27.1 35.6 76.1
1975 20.8 28.4 73.2
1974 17.0 23.0 73.9
1973 30.2 36.4 82.9
1972 | 23.4 - 30.9 75.7
1971 ’ 22.4 29.7 75.4
1970 - 20.6 29.1 o 70.7
1969 20.6 29.0 71.0
1968 _17.9 _26.5 67.5

Total - $227.8 $302.2 75.7

Analysis of receipts and outlays
of individual funds

The following schedule shows some examples of individual
funds where the amount of receipts was substantially exceeded
by outlays. 1In one example, Department of Transportation's
Urban Mass Transportation fund, the receipts equaled only a
small percentage of the program. In fiscal year 1976
receipts are estimated to be $220,000 while outlays are esti-
mated at $1.2 billion. 1In 1977 receipts are estimated to
equal $210,000 while outlays are projected to be $1.6 billion.
Further analysis of this revolving fund can be found on page
54. The way these funds are reimbursed for losses by the
Government (i.e., subsidy) 1s discussed at the end of this
chapter. (See pp. 33 to 41.)
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xamples ol bublic Enterprise Kevolving tunds
in which Gutlays Exceed Recéipts

{000,000 omitted}

FY_1973 F£Y_1974 FY_1975 EY 1976 EY 1977

Recelpts OUtlay§4+559%195%_“02£19x§-_599e125§_

99Slex§4}§esszez§ﬁF999£ex5dLReceiwts

outlays

Student Loan
lnsurance Fund $ (a) $ (a}) $ (a) S (a) $ 21 $ 132 $ 34 $ 141 $ 49 S 140

Federal Housing
Administration 1.192 2,025 1.20) 2,066 1.298 2,386 1,286 2.447 1.449 2,279

Urban Mass Trans-
portation 1 415 1 419 1 753 .2 1,240 .2 1.585

sSmall BusSiness
Administration 411 1.708 447 1,179 463 1.060 649 1,121 662 1.032

Tennessee Valley
Authority 809 1.176 937 1,338 1,249 2,016 1,794 2,908 2,047 31,097

a/Information not available.

An analysis of several individual funds 1/ indicates
that the relationship between receipts and outlays can be
highly volatile. The following schedule shows examples
where wide and very unpredictable relationships exist between
fund receipts and outlays. The reasons for these changes,
according to OMB officials, are discussed in more detail in
appendix III.

(000,000 omitted)

FY 1973 gross __FY 1974 gross FY 1975 gross

Receipts Outlays Receipts Outlays Receipts Outlays

Govern'tent National
Mortgage Associa-

tion $3,036 $2,057 $2,303 $2,250 $2,052 $4,156
Commodity Credit . . .

Corporation 5,982 9,471 4,379 5,570 3.297 4,038
Farmers Home ) )

Administration -4,710 4.412 3,729 5,257 8,261 7,059
Foreign Assistance 250 739 326 572 492 688

r

Small Business )
_Administration 411 1,708 447 1,179 463 1,060
B 24 .

1/Although individual accounts are cited frequently through-
out this report as examples, no individual accounts were
studied on an indepth -basis. OMB examiners were our source
for information on fluctuations of individual funds dis-
cussed above and in appendix III. We did not verify this
information by audit.
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Intragovernmental
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Comparison of receipts and outlays

Overall dollar amounts of receipts and gross outlays for
intragovernmental funds were not available in the budget as
they were for public enterprise funds. Our analysis of such
amounts was limited to fiscal years 1974 through 1977.

The nature of intragovernmental funds is such that their
receipts come principally from other accounts' appropriations
and they are supposed to furnish the goods and services close
to total costs. As a result, the receipts of these accounts
relate very closely to gross outlays both in totals as well
as the individual accounts. This can be seen clearly in the
following schedule, which shows the total intragovernmental
funds' receipts and gross outlays for the last 4 fiscal years.

Receipts and Outlays of
Intragovernmental Funds

(billions)

FY 1974 FY 1975 FY 1976 FY 1977

Gross outlays $28.1 $32.4 $35.3 .$37.5
Receipts 27.8 32.3 35.3 37.7
Net outlays $__.3 $__ .1 $_0 $-_.2

The individual accounts had a similarly close relation-
ship between receipts and outlays. ' For example, in 1975 the
General Services Administration supply fund had receipts of
$1,287 million and gross outlays of $1,295 million. The
Army stock fund in 1977 is projected to have receipts of
$3,772 million and outlays of $3,763 million.

Receipts from nonfederal sources

Certain laws permit certain collections to be credited
as reimbursements’ to general fund appropriations. Such
collections from outside the budget are identified as reim-
‘bursements from nonfederal sources to distinguish them from
reimbursements from other accounts within the budget. Anal-
ysis of the intragovernmental revolving funds shows that in
fiscal year 1975, 28 of the 110 accounts had some receipts
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from nonfederal sources. These amounted to $3.1 billion in
fiscal year 1975 and are estimated to be $3.6 billion in
1976 and $3.8 billion in 1977.

Stock funds . Most of the nonifederal receipts are for
the sales of supplies and materials from Department of
Defense stock funds to outside parties (e.g., foreign mili-
tary sales). The following schedule shows the amount of
receipts from nonfederal sources for fiscal year 1975, as
well as the percentage of the total fund receipts for each
of the four services' stock funds.

Source of Stock Fund Receipts

FY 1975
(billions)
Nonfederal Percentage
Stock fund Receipts receipts nonfederal
Air Force $4.6 | $1.3 28
Army 3.4 1.0 | 29
Marine Cofps .2 .1 45
Navy 2.3 _-6 26
Total $10.5 $3.0 29

Non-stock-funds. For the remaining intragovernmental
revolving funds--non-stock-fund accounts--that have receipts
from nonfederal sources, the level of such receipts was gen-
erally only a minor part of their total receipts. There
are, however, a few exceptions, examples of which can be
seen in the following fiscal year 1977 projections.
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Nonfedera:
Total receipts receipts

(000 omitted)

Bureau of Engraving and
Printing Fund _
15-20-4502-0-4-803 $123,496 $39,582

Alcohol Drug Abuse and
Mental Health Administra-
tion--Lexington Addiction
Research Center :
09-30-4551-0-4-551 ' 356 356

Social Security Administra-

tion's Working Fund (note a)

09-60-3904-0-4-601 25,300 18,600
a/Consolidated working fund

Trust revolving

COmparison of receipts and outlays

The receipts of trust revolving funds generally exceed
the outlays and the gap is widening. Between fiscal years
1974 and 1977 the excess of receipts over outlays grew from
$500 million to $1.2 billion. Two accounts provide the
majority of these receipts: the Civil Service Commission's
Employees Life Insurance Fund, $398 million, and the Federal
Deposit Insurance Corporation Fund, $767 million (fiscal
year 1977 figures). For the other 12 accounts the receipts
and outlays are about equal.

BUDGET AUTHORITY

As defined by the Congressional Budget Act, the term
"budget authority" means authority provided by law to enter
into obligations which will result in immediate or future
outlays involving Government funds. Most budget authority
is enacted annually in appropriation acts after consideration
by the Congress. Several types of budget authority have been
termed "backdoor," however, because the legislation that per-
mits the obligation of funds was enacted outside the normal
appropriations process.
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The most common forms of backdoor authority (see pp. 36 to 4l)
are borrowing authority, contract authorlty, and entitle-
ments. 1/ _

Although the criteria for revolving funds state that
they are intended to be self-sustaining, budget authority
for revolving funds is granted by the Congress:

1. To provide initial or additional capital, repre-
senting the corpus of the fund, either through regular appro-
priations, borrowing authority, or contract authority.

2. To provide for operating and administrative costs,
generally through regular appropriations.

3. To make up for losses, representing a subsidy to
the program through appropriations for capital impairment.

Appropriations ' ;

Congressional control over revolving funds through the
appropriations process can be direct or, as is the case with
intragovernmental revolving funds, indirect. Direct congres-
sional control is exercised through passage of initial appro-
priations to establish the corpus of the revolving fund. _
After the fund has been established, direct congressional con-
trol is exercised on certain funds through appropriations
acts which specify limitations on operating and administra-
tive expenses, personnel ceilings, and expenditures. 2/ For
‘intragovernmental revolving funds, indirect control is main-
tained by limiting appropriations available to user organize-
tions. For example, shipyard spending is constrained by rev-
enues resulting from customer orders, and customers are in
turn constrained in placing orders by the amount of appro-
priations made available by the Congress.

There are appropriations, however, which do not result
in the exercise of congressional control over revolving funds;
namely, appropriations to make up for losses of the fund or
appropriations to liquidate contract authority. For example,

1/In addition, the Congressional Budget Act differentiates

between new and old spending authority, which is discussed

j on page 70 of this report.

2/See pages 65 to 67 for a discussion of limitations on
operating and administrative expenses of certain public

enterprise funds brought about by the Government Control
Act.
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Commodity Credit Corporation appropriations are "after the
fact" of actual expenditures and are in the form of appro-
priations for "repairment of capital." 1In this case, the
appropriation is in response to what has already occurred

(the obligation had been incurred 2 fiscal years before the
request for appropriations) and therefore does not represent
control over what obligations or outlays will be made by

the Corporation in future operations. The realized losses

for fiscal year 1975 subject to reimbursement were $709.6
million, and the prior cumulative losses not yet appropriated
for were $189.1 million (a total of $898.7 million). The
Agriculture and Related Agencies Apprcpriations Act for fiscal
year 1977 (Public Law 94-351) contained the following to reim-
burse Commodity Credit Corporation for its prior cumulative
losses not yet appropriated.

"To reimburse the Commodity Credit Corporation for
net realized losses sustained in prior years, but
not previously reimbursed, pursuant to the Act of
August 17, 1961 (15 U.S.C. 713a-11, 713a-12),
$189,053,000." :

The following table shows the number of revolving fund
accounts, by fund category, for which appropriations were
requested from tne Congress during fiscal years 1975 through
1977 and the amounts requested. The table is divided between
current authority, which includes budget authority enacted by
the Congress in or immediately preceding the fiscal year in
which it becomes available, and permanent authority, which
includes the amount of authority becoming available during
the period without new action by the Congress. The changes
in the amounts of appropriations requested between fiscal
years 1975 and 1977 are due mainly to Commodity Credit Cor-
poration's appropriations dropping from $4.1 billion in 1975
to $2.8 billion in 1976 and to $.9 billion in 1977. Another
major reason for fluctuations bhetween fiscal years during this
period was the one-time appropriations request of $2.3 billion
in 1976 to establish the New York City Seasonal Financing Fund.
Most of the requested approprlatlons are to make up for oper-
ating losses.

No appropriations were requested for trust revolving
fund accounts during the fiscal years under consideration.
This may be misleading, however, because $10 million was
requested to be appropriated in fiscal year 1976 for the
establishment of the Harry S Truman Memorial Scholarship

\\Trust Fund. The $10 million is accounted for in a general
fund account as budget authority to be invested by the
Secretary of the Treasury in interest-bearing securities of
the United States and was transferred to the revolving fund
account.
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FY 1975 (actual):
Current
authority
Permanent
authority

Gt

Total FY 1975

FY 1976 (estimate):
Current o
authority -
Permanent
authority

Total FY 1976

FY 1977 (estimate):
Current
authority
Permanent
authority

Total FY 1377

Total ReVolving Fund Accounts

Receiving Appropriations During

Fiscal Years 1975-77

(000 omitted)

Public enterprise Intragovernmental Total o
Number Number Number
of of of
accounts Amount accounts Amount accounts Amount
19 $5,309,209 2~v $ 15,000 21 $5,324,209
2 ____8,686 9 -0 __ 1 ____8,686
26 $5,317,895 2 $ 15,000 28 | $5,332,895
21 $6,151,253 7 $ 89,700 28 $6,240,953
_5 8,730 0 - 0 _6 8,730
21 $6,159,983 7 $ 89,700 34 $6,249,683
16 $2,535,l67' 4 $294,700 20 $2,829,867
5 ____8,476 0 __0___ _5 8,476
21 $2,543,643 4 $294,700 25 $2,838,343




Borrowing authority

Borrowing authority, also called "authority to spend
debt receipts,” is a form of backdoor authority that permits
a Federal agency to incur obligations and to make payments
for specified purposes out of money borrowed from either the
Treasury or from the public. 1/ Funds realized from the sale
of public debt securities to finance agency activities came
-into use in 1932 to finance the Reconstruction Finance Cor-
poration, discussed on page 12,

Authority to spend debt receipts requires approval by

" the Congress. Legislation containing this authority has the
same force and effect as an appropriation and is so treated
in Treasury accounts and reports and in the President's
budget documents. '

Generally, authority to borrow from the Treasury is
without fiscal year limitation; however, the outstanding bal-
ance on the amount borrowed is usually limited. The amount so
authorized, together with collections and earnings realized
under the program, remains available to the agency for an
indefinite period. The amounts borrowed are generally credited
by the Treasury to a revolving fund account for the borrowing
agency; repayments reduce the agency's operating funds and
restore the authorization for additional borrowing. However,
some repayments are nonrestoring and thus act to reduce the
agency's borrowing authority.

Such agency borrowing, along with borrowing by the
Treasury, constitutes the "gross Federal debt," as the term
is used in the summary tables of "The Budget of the U.S.
Government." Since the disbursement of such borrowed money
is a part of budget outlays, the authorizations to use bor-
rowed money constitute a type of budget authority. The re-
payment of agency borrowing, however, like the Treasury's re-
payment of the public debt, is not counted as a budget out-
lay in order to prevent double counting.

The Federal Financing Bank was created in December 1973
under the Treasury Department as an off-budget agency to as-
sist and coordinate agency borrowing and Government-guaranteed
borrowing. Beginning financial operations in May 1974, the

1/As with contract authority, the Congressional Budget Act
limits new borrowing authority (except in certain instances)
to the extent or amount provided in appropriations acts.
(See p. 70.)
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" Bank was given authority to purchase agency debt and Govern-
ment-guaranteed obligations and, in turn, to finance these
transactions by borrowing from the Treasury or the public.
(See section on p. 71 dealing with congressional attempts to
control revolving funds.)

The table on page 38, extracted from "Special Analyses of
the United States," fiscal year 1977, shows the public enter-
prise funds which borrowed from the public, from Federal
agency funds, or from the Federal Financing Bank and the
amounts of such borrowings. The table also shows the amounts
which OMB estimates will be outstanding at the end of fiscal
year 1977.

Following is an example of an appropriations action
to reimburse a fund for losses due to such borrowing.

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION
PAYMENT OF PARTICIPATION SALES INSUFFICIENCIES

"For the payment of such insufficiencies as may be
required by the Government National Mortgage
Association, as trustee, on account of outstanding
beneficial interests or participations in assets of
the Department of Housing and Urban Development
(including the Government National Mortgage Associa-
tion) authorized by the Independent Offices and
Department of Housing and Urban Development Appro-
priation Act, 1968, to be issued pursuant to section
302(c) of the Federal National Mortgage Assoc1at10n
Charter Act, as amended, $21,265,000." 1/

Contract authority

Contract authority is made available to a revolving fund
authorizing the fund to incur obligations in excess of amounts
available in the fund prior to an appropriation. 2/ Contract
authority does not provide funds to pay the obligations and
thus requires a subsequent appropriation, or the realization

l/Department of Housing and Urban Development Approprlatlons
Act for fiscal vear 1977 (Public Law 94-378).

2/The Congressicnal Budget Act limits new contract authority

(except in certain instances) to the extent or amount pro-
vided by appropriation acts. (See p. 70.)
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AGENCY BORROWING: (in millions of dollars)

Borrowing or repayment {—) of debt Debt
Description 1975 1976 TQ 1977 standing.
actual estimate  estimate estimate end 19
: estimate
Borrowing from the public:
Agriculture: Farmers Home Admin.2._.. e T =25 29¢
Defense__. ... ... . .. ... -87 -9 -2 —98 900
Health, Education, and Welfare 2. _____ T U —4 125
Housing and Urban Development:
College housingloans 23____________. = il e eoe-.
Public facility loans 28 _ . L . e i e
Federal Housing Administration. ___.. 6! 9% 19 50 576
Housing for theelderly2 _____ .. _____ = e .. 64
Gov. National Mortgage Association 2. -1 —4] —-17 -9 545
Revolving fund (liquidating pro-
grams)2? . ... ® i . —4 391
Veterans Administration 2. . __._._..__. —44 -3 —18 —55 553
Export-lmport Bank¢. ... __._.__.____. ~295 4 ... -789 2,144
Postal Service. ... o e e et e 250
Smell Business Administration?_______. e [ —55 227
Tennessee Valley Authority___....__.__ -570 -100 ... ... 1,975
Alother. .. ... -n —* — 2
Total, borrowing from the publict_._. —1,023 -178 —41 -1,019 8,042
Borrowing from other funds: '
Agriculture: Farmers Home Admin.2___. | I -21 156
3 7 -19 -15 -2 —14 128
Health, Education, and Welfare 2. __ . __ Vool e -3 65
Housing and Urban Development:
College housingloans2®_____._.__..__ | N
Public facility loans? 3__ i i i emaeea-
Federal Housing Administration___ . _. 18 -3 . .. 67
Housing for the elderly2. . ____._____. ¥ e .- 33
Gov. National Mortgage Association 2. 4 o ... —62 442
Revolving fund  (liquidating pro-
grams)33 ... L -4 211
Veterans Administration? ___.____.___. R 549
Export-Import Bank_____._.__._.__._. . -6 e T,
Small Business Administration?________ | J —46 117
Tennessee Valley Authority......_._._. B 1 I --
Total, borrowing from other funds —46 -22 -2 —149 1,769
Total, agency borrowing included
in gross Federal debtd_ . ______. —1,069 —200 —44 1,229 9,810
~ MEMORANDUM
Borrowing from Federal Financing Bank:
Tenneszee Valley Authority. .. ‘ _______ 1,435 1,100 300 1.000 3,835
Export-Import Bank___ ... __. 4,049 1,437 393 2,028 7,98
Postal Service_ . ... ... _. 1, 000 1.280 500 1,398 4,678
United States Railway Association______ 34 -5 -1 -2 26
Total, agency borrowing from Fed- :
eral Fi'nan:’ing Bank _f __________ ), S18 3,812 1,192 4,424 16, 447

*Less than $500 thousand.

! Excludes agency borrowing from Treasury
2 Certificate of participation in loans issue

on behalf of several agencies.

d by the Government National Moit.ue Association

3 The debt of the Public facility loan fund ($143 million) was transferred to the Rcvolvn‘n! fund
{liquidating programs) on April I. 1975, and the debt of the College housing Fund ($467 million) is
scheduled to be transferred on October |, 1976. X 4 $340

4 Borrowing in 1977 does not include the reclassification on October 1, 1976, of an estimate $
million of Export-Import Bank certificates of beneficial interest as debt instead of loan asset sales. _
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‘of revenu=s through future reccipts, to liquidate the obliga-
tions. To avoid double counting, appropriations to liquidate
contract authority are not considered budget outlays. The
amounts required for iiquidation are uncontrollable expenses
resulting from congressional actions taken earlier.

Following is an example of an appropriation to liquidate
contract authority, then a schedule of accounts for which por-
tions of appropriations were applied to contract authority
liquidation during fiscal years 1975 to 1977.

LIQUIDATION OF CONTRACT AUTHORIZATION

"For payment to the urban mass transportation fund,
for liquidation of contractual obligations incurred
under authority of the Urban Mass Transportation Act
of 1964 (49 U.S.C. 1601 et seq., as amended by Pub-
lic Law 91-453 and Public Law 93-503) and section
142(c) of title 23, U.S.C., and of obligations in-
curred for projects substituted for Interstate System
segments withdrawn prior to enactment of the Federal-
Aid Highway Act of 1976:; §1,700,000,000, to remain
available until expended: Provided, That none of
these funds shall be made available for the estab-
lishment of depreciation reserves or reserves for
replacement accounts: Provided further, That
amounts for highway projects substituted for
Interstate System segments shall be transferred

to the Federal Highway Administration." 1/

1/Department of Transportation and Related Agencies Appropria-
tion Act for fiscal year 1977 (Public Law 94-387).
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Revolving Fund Accounts for Which Portions

of Appropriations Were Applied to Ligquidate Contract

Authority During Fiscal Years 1975 to 1977

(000 omitted)

FY_1975

Department of the Interior
Bureau of Reclamation
Colorado River Basin Project
10-06-4079-0-3-301 $ 32,800

Department of Transportation
Federal Highway Administration
Right-of-way Revolving Fund
(trust revolving fund)
21-25-8402-0-8-404 20,000

Department of Transportation
Urban Mass Transportation Administration
Urban Mass Transportation Fund
21-32-4119-0-3~-404 450,000

Department of Housing and Urban Development
Community Planning and Development
Urban Renewal Fund--Capital Grants
25-06-4035-0~-3-451 47,6317

Veterans Administration
Veterans Administration Supply Fund
29-00-4537-1-4-705 -

FY 1976

$ 22,440

20,000

1,290,300

80,999

20,600

46,600

1,510,000



Entitlements

_ . - .
Along with provisions aimed at controlling spending au-
thority, such as borrowing and contract authority, the Con-
gressional Budget Act also limits the use of entitlement au-
thority. The key characteristic of entitlements is that, once
enacted, the authorizing legislation automatically creates
enforceable claims to benefits and thus effectively preempts
the formal appropriations process. Thus, the determination

of outlays at any given time is a function of variables out-
side the control of the appropriations committees.

The following is a list of revolving funds which have been
classified as entitlements. 1/ '

Account title code

Price Support and Related Programs
05-66-4336-03~-351

Fisherman's Guaranty Fund
06~-48-4318-03-403

Fishermen's Protective Fund
15-10-4507-04-403

Employee Life Insurance Fund--Civil Service
30-28-8424-08-602

Employee Health Benefit Fund--Civil Service
30-28-8440-08-551

Retired Employees Health Beneftis--Civil Service
30-28-8445-08-551

1/From a list developed by the Senate Budget Committee and the
Congressional Budget Office.
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CHAPTER 4

ot et vy S

CRITERIA FOR ESTABLISHMENT AND

CLASSIFICATION OF REVOLVING FUNDS

A major recommendation of the President's Commission
on Budget Concepts was the need for consistency of budget
concepts and definitions. The Commission's final report
concluded by stating:

"The budget changes constantly in substance, in
response to changing requirements for new and
improved public programs and activities. But
this does not mean that budget concepts and
~definitions also must change constantly. On the
contrary, they should have a basic consistency
and constancy about them, and should be clearly
set forth and adhered to. The recommendations
which the Commission is making in the improve-
ment of such standards are intended to help

make the budget a more useful and understandable
instrument for public policy for years to come." 1/

The Commission viewed the Federal budget as a means
for greater congressional and public understanding of the
President's public policy and financial planning proposals.
Inconsistent classification of accounts, however, inter-
fered with such understanding. The Commission noted, in
its study of the budget, that a number of cases involving
transactions of a same or similar character received dif-
ferent treatment so far as gross or net effect on the budget
totals were conce-ned; different financial management or
control requirements had led to different funding arrange-
ments. 2/ The Commission was concerned that accounting
differently for revolving funds than for other fund types in
the budget totals would create incentives to "misname" fund

1/Report of the President's Commission on Budget Concepts,
Washington, D. C., Oct. 1967, p. 10.

2/Staff Papers and Other Materials Reviewed by the
President's Commission, Washington, D. C., Oct. 1967,
p. 250.
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types in order to meet pressures to minimize budget
expenditures and the budget deficit. 1/

(In addition to using consistent concepts and
definitions, also recommended was a single budget covering
all activities to replace the three different budgets then
in use (1967) that caused confusion and misunderstandings.)

An examination of several budget accounts indicates
that the "basic consistency and constancy" regarding budget-
ary concepts and definitions has not been adhered to since
the Commission's conclusions were rendered. We believe the
establishment of accounts by the Congress and subsequent
account classification should be as consistent as possible
and with developed criteria because of the following:

1. The requirements of the Congressional Budget Act.

2. The application of laws restricting the receipt
~and/or expenditure of certain funds.

3. The need for analyzing trends.

4., The reliance on Treasury Department central
accounts for reporting and accounting purposes.

Although the criteria for establishing and classifying
revolving funds are fairly comprehensive (as discussed later
in this chapter), some accounts have been established as re-
volving funds when it is gquestionable whether they meet the
generally accepted criteria for when revolving fund financing
might be appropriate. Other programs with operations similar
to revolving fund programs could conceivably be so estab-
lished but have not been authorized as such by the Congress.

1/1bid., p. 284.
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The following are some examples of similar budget

accounts that have been established differently.

Established as a Not established as a
revolving fund revolving fund

Tennessee Valley Authority: l. Southeastern Power

Administration:
Produces and sells elec-
tricity. . Markets electrical
power in a 10-State
area.
Bonneville Power Adminis- - 2. Southwestern Power
tration: Administration:
Markets electrical power. Markets electrical
power.

Department of Defense 3. Defense Mapping

Central Industrial Funds: Agency: 1/

(a) Provides special - Provides mapping
services to Defense - services to Defense
activities. activities.

(b) Overhauls and repairs 4. Department of Defense
equipment for domestic Overseas Overhaul and
Defense activities. Repair Facilities: 1/

Provides services
for equipment over-
seas.

1l/In the cases of the Defense Mapping Agency and the

Overseas Repair Facilities, Defense informs us there are
two primary reasons for the different fund types: (1) the
criteria for selecting activities for industrial funding
are rather broad and (2) use of industrial funding is con-
sidered optional, with the services being given ccnsider-
able latitude in designating the type of activities they
consider appropriate. (For a more detailed examination

of industrial funds, see GAO report entitled "27 Years'
Experience With Defense Industrial Funds," FGMSD-76-51,
dated Oct. 5, 1976.)
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Examples of Government programs where revolving fund
financing has, in the past, been proposed but not enacted
- into law are National Capital Airports, Rural Electrifica-
tion Administration, and Bureau of Reclamation. Since
these programs generate receipts, it would be possible to
authorize use of these receipts by the programs (i.e.,
make them revolving funds) rather than have these receipts
returned to the Treasury as is now the case. 1/

Proposals to establish revolving funds come from a
variety of sources within the executive and legislative
branches. While it is the Congress which ultimately decides
whether or not to authorize revolving fund financing for a
program, it often accepts executive branch proposals con-
cerning revolving fund establishment and classification. 2/
In evaluating proposed revolving fund establishment, the
Congress should consider the matter of decreased congres-
sional control over the activity in relation to the advan-
tages and needs justified in each case. The establishment
of a revolving fund by the Congress is an expression of
congressional policy, however, and we must assume that the
Congress, after giving due consideration to the implica-
tions of its action, has decided to relax its control over
the activity. :

After establishing a fund through legislation as a
revolving fund or otherwise, the Treasury Department assigns
account symbols in conformance with legislative intent and/
or in accord with written criteria. As discussed above,
establishment of funds by the Congress is not always consist-
ent on a case-by-case basis. Hence, classification of
accounts may sometimes seem to be in conflict with criteria
established by the executive branch. There may be several

1/This is not to suggest that these accounts should be

~ revolving funds; in fact, GAO has held that they should
not be so classified. (Sept. 10, 1959, B-120047;
Aug. 31, 1959, B-137458; Sept. 14, 1959, B-140602;
Aug. 31, 1959, B-137458).

2/We did not review the account classification process on

~ an indepth basis or review all revolving fund accounts.
Furthermore, no attempt was made to assess blame for
divergence in individual accounts from generally accepted
written criteria.
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reasons for this inconsistency, including unclear
authorizing language or legislative history, a subseguent
legislative change in financing technigue that may never
ve teflected in the appropriate classification change, or
the lack of a periodic review. Several examples are
discussed in detail at the end of this chapter.

CRITERIA FOR REVOLVING FUND FINANCING

congressional criteria

All revolving funds, like other accounts in the
Federal Government, must initially be authorized by law.
This is required by the Constitution of the United States
(sec. 9, clause 7, art. 1), which provides:

"No money shall be drawn from the Treasury, but
in consequence of appropriations made by law;
and a regular statement and account of receipts
and expenditures of all public money shall be
published from time to time."

The meaning of this clause was explained by the first
Secretary of the Treasury, Alexander Hamilton, as follows:

"The design of the Constitution in this provision
was, as I conceive, to secure these important ends,
- that the purpose, the limit, and the fund of
every expenditure should be ascertained by a pre-
vious law. The public security 1s complete 1in
this particular, if no money can be expended, but
for an object, to an extent, and out of a fund,
which the laws have prescribed."

The requirement in the Constitution that money be
expended only in the amounts prescribed by law has been
interpreted as not literally meaning appropriations acts but
rather any laws duly passed by the Congress. Establishment
of revolving funds is a means by which public funds may be
spent without going through the appropriations process.

A philosophical issue regarding revolving funds is
whether the limit or extent of the expenditure is fully
ascertained by the law establishing the revolving fund.
Financial activity of revolving funds is generally not lim-
ited by the laws under which they were established. Fur-
thermore, because the accounting for revolving fund finan-
cial transactions in the budget is on a net basis, the
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overall size of revolving funds and their impact on budget
totals is understated.

The establishment of a revolving fund by the Congress
is in effect a permanent authorization for a program to be
financed, in whole or in part, through the use of its col-
lections to carry out future operations. While appropria-
tions may be provided to establish the revolving fund or, -
once the fund is established, to provide for the fund's
losses or for personnel and administrative expenses, financ-
ing to carry out operations is generally accomplished by its
receipts. This is in contrast to a general fund account
activity wbere collections usually are reguired to be
deposited in the Treasury as miscellaneous receipts; also,
collections are sometimes not authorized or, if authorized,
as in the case of reimbursements under section 601 of the
Economy Act, their use is subject to review by the Congress
as part of the annual appropriations process.

How a program is to be financed is spelled out by the
language in the authorizing legislation. The authorizing
committees, however, 4o not have any uniform or written
criteria by which they can identify whether it would be
appropriate to establish a revolving fund. Individual com-
mittees often follow an informal system of financing similar
programs in similar ways and are likely to establish revolv-
ing funds for certain kinds of programs within their own
jurisdictions. Their decisions on financing are also likely
to be strongly influenced by the President's budget submis-
sion, which initially presents to the Congress a detailed
list of programs and activities, how they should be funded,
and the amount of funding. Although technically the Con-
gress can decide in its authorizing legislation whether to
finance a program or activity as a revolving fund, it sel-
dom disagrees with the executive branch proposal.

The authorizing committees often rely upon comments
on proposed legislation by such agencies as GAO and OMB.
Once a program has been established, it is assigned an
account title and symbol (i.e., classified) by Treasury in
conjunction with any comments from OMB or GAO. Although
written criteria by these agencies for establishment and
classification of revolving funds are fairly comprehensive,
there are programs that have been established by the Con-
gress and classified as revolving funds which do not seem
to fit the executive branch criteria for when revolving
fund financing would be appropriate. Examples are dis-
cussed at the end of this chapter. Such actions have
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serious conseguences for congressional controllability because
they remove a program from normal congressional review and
oversight without a clearly articulated reason for doing so.

GAO criteria

The General Accounting Office is often requested by
congressional committees to comment on proposed legislation.
Often these comments will include a recommendation on the
appropriate financing mechanism for the particular program
or activity.

The criteria used by GAO in commenting on proposed
legislation that would establish a revolving fund, or on the
classification of an account as a revolving fund after it
has been established, are included in title 7 of the "GAN
Manual for Guidance of Federal Agencies," which states:

"Revolving fund accounts. Revolving fund accounts
are authorized by specific provisions of law for
recording the transactions of a continuing cycle
of operations. Receipts derived from such opera-
tions are available in their entirety for use by
the fund. There are two types of revolving funds.

(a) Public enterprise revolving funds
which derive their receipts primarily from
sources outside the Government.

(b) Intragovernmental revolving funds
which derive their receipts primarily from
other appropriations or funds."

“* * * Trust fund receipt and expenditure and trust
revolving fund accounts. Trust fund accounts are
established for recording receipts which are held

in trust for use in carrying out specific purposes
and programs in accordance with an agreement or
statute. The assets of trust funds are fregquently
held for a period of time and may include invest-
ments in revenue-producing assets and collections

of revenue therefrom. Generally trust fund accounts
consist of separate receipt and expenditure accounts;
but, when the trust's corpus is dedicated to a
business-type operation, the fund entity is called a
trust revolving fund and a combined receipt and
expenditure account is used.”
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Treasury criteria

All appropriation, receipt, and fund account symbols
and titles are assigned by the Treasury Department and must
be consistent with the principles, standards, and related
requirements prescribed by the Comptroller General. Treas-
ury's written criteria can be found in the "Combined State-
ment of Receipts, Expenditures and Balances of the United
States Government," which states:

"Revolving fund accounts - These are funds
authorized by specific provisions of law to

finance a continuing cycle of operations in which
outlays generate receipts, and the receipts are
available for outlay without further action by
Congress. They are classified as (a) public enter-
prise funds where receipts come primarily from
sources outside the Government and (b) intragovern-
mental funds where receipts come primarily from
other appropriations or funds. These accounts are
usually designated as 'no-year' accounts, i.e.,
they are without limitation as to period of avail-
ability for outlay. Examples of public enterprise
revolving funds are the Tennessee Valley Authority
and the Commodity Credit Corporation. Examples of
intragovernmental revolving funds are the General
Supply Fund administered by the General Services
Administration and the Government Printing Office
Revolving Fund."

"Trust fund accounts - These are accounts maintained
to record the receipt and outlay of moneys held in
trust by the Government for use in carrying out
specific purposes or programs in accordance with the
terms of a trust agreement or statute. The receipts
of many trust funds, especially the major ones, not
needed for current payments, are invested in public
debt and Government agency securities. Generally,
trust fund accounts consist of separate receipt and
outlay accounts, but when the trust corpus is
established to perform a business-type operation,
the fund entity is called a 'trust revolving fund'
and a combined receipt and outlay account is used.
Some of the major trust fund accounts are the
Federal old-age and survivors insurance trust fund,
Unemployment trust fund, Civil service retirement
and disability trust fund, the National service life
insurance trust fund, and the Highway trust fund."
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OMB criteria

The Office of Management and Budget uses very detailed
criteria on fund classifications to comment on agency
requests for revolving funding, to comment on legislation
for the President, and to assign OMB budget account codes.
Below are excerpts from sections 213, 214, and 215 of the
"OMB Examiner's Handbook," which contains the revolv1ng fund
criteria.

"Section 213. General consigerations for creation
of revolving funds.

"Each proposal for the creation of a revolving fund

must be examined on its own merit, using the criteria
set forth in sections 214 and 215 below. All criteria
need not be met in every case to justify the creation
or continuance of a revolving fund. Circumstances may
justify a revolving fund even though one or more of
the criteria is not applicable.

"T’wo reasons (not valid arguments) sometimes used
to justify the creation of a revolving fund are:

--the need for accrual accounting. Such accounting
is also desirable and practical for regqular
appropriation activities. Section 113(c) of the
Budget and Accounting Procedures Act of 1950

requires that '* * * the accounts of such agency * * *

be maintained on an accrual basis * * *_!

-~-the desire to avoid obligation controls.
Obligations of revolving funds, as well as
appropriations, will be kept under suitable
control.

"Section 214. Public enterprise revolving funds.

"Establishment of a public enterprise revolving

fund requires specific statutory authorization. Whether

to create a public enterprise fund depends upon the
answer to the gquestion 'Under what conditions should
receipts from the public be earmarked and set aside
to carry out a business-type activity or other cycle
of operations?' Creation of such a fund should be
considered when:
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--there is a continuing cycle of operations in
which outlays generate receipts, most of which
come from the public.

--the fund is substantially self-sustaining.
Ordinarily, a revolving fund is not a good
device for carrying out a loss or subsidy
program (except as noted below).

--there is substantial need for flexibility to
meet unforeseen reguirements. When an unfore-
seen and necessary increase in expenses is
related to business volume, the related reve-
nue increase ordinarily can finance the
increased workload. The need for flexibility
is not, in itself, a sufficient reason to
create a revolving fund.

--the advantages of a revolving fund outweigh
the disadvantages of earmarking receipts.

* * * * *

"Proposals for new public enterprise revolving
funds should provide for annual budget review, subject
to suitable limitations and allowances for flexibility.

"Section 215. Intragovernmental revolving funds.

"The criteria involved in determining the advis-
ability of creating an intragovernmental revolving fund
are quite different from those for a public enterprise
fund. An intragovernmental revolving fund may be pri-
marily for transactions within an agency, or for trans-
actions between agencies. In either case, it has no
receipts from the public, or such receipts are only
incidental, and the question of earmarking receipts
from the public is not pertinent.

* * * * *

"Intragovernmental revolving funds should be estab-
lished when: ' :

-—-accurate distribution of the costs of a common

operation among two or more appropriations is
desirable and significant.
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. Most intragovernmental revolving funds
involve the joint use of inventory or
common services, such as printing or
duplicating. These can be administered
more effectively and economically under
a single financing mechanism for an
entire department or several functions,
with the costs charged to the respective
benefiting appropriations or organization
units. -

. Intragovernmental revolving funds ordinarily
should not be established where the fund will
deal with only one appropriation.

--it is important to place responsibility for
justifying costs of revolving funds on the
officials benefiting from the service performed.
Officials who benefit from a specific service
should be responsible for seeking appropriations
from Congress to pay for the service and justi-
fying the proposed operating volume of the
revolving fund. Only under unusual circumstances
should programs be financed by appropriations to
the performing organization rather than to the
benefiting organization.

* * * *

--it is desirable to indicate clearly whether the
pricing policies used for interagency charges
are on a cost basis.

. The use of appropriation reimbursements
cannot do this routinely.

. An intragovernmental revolving fund, with
a systematic display of its profit or loss
discloses overpricing or underpricing.

~-flexibility is desirable in the time purchases are
made.

. A revolving fund provides slightly more
flexibility than an annual appropriation, and
removes the inducement to excessive June buy-
ing, since the materials presumably would be
purchased or produced through the revolving
fund under more economical circumstances.
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. A change from annual to no-year appropriations
would accomplish flexibility, but a revolving
fund permits more economical procurement
through use of the fund's working capital to
purchase in volume and at a time when prices
may be favorable."

INCONSISTENT CLASSIFICATION OF FUNDS

Although we did not review all accounts or audit
individual funds during our analysis of revolving funds, we
nevertheless found a few accounts which, when compared to
the written criteria for revolving fund financing, raised
questions about their being established and classified as
revolving funds. For example, some funds did not seem to
have a cycle of operations or earmarked receipts. 1In other
cases, the questionable issue concerned the user of the
fund--private versus governmental.

Below are brief descriptions of -some such accounts. No
attempt was made to assess blame for the divergence of indi-
vidual accounts from generally accepted written criteria.
These cases are considered solely in order to show the dif-
ferent types of questions raised by their being established
and classified as revolving funds.

Development Loan Fund

An example of an account which raises questions
concerning the comparison of a program's activity with writ-
ten criteria for revolving fund financing is the Develop-
ment Loan Fund account. Since 1961 this program has made
long-term loans to friendly developing nations. This
account has been in the President's budget as a public enter-
prise revol' ing fund because the Congress authorized the
interest and capital repayment amounts to be recycled into
the fund for future program needs.

However, the Congress enacted legislation (Public Law
93-559) that amended the Foreign Assistance Act to require
that starting with fiscal year 1976, all interest and loan
repayments from the Development Loan Fund's loans go to
the Treasury as miscellaneous receipts and not back into -
the account to be recycled. A primary criterion of a
revolving fund is that it has earmarked receipts which are
returned to the fund and used to finance future outlays.
Though the Development Loan Fund no longer has any earmarked
receipts, the account is still in the budget as a revolving
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fund. Analysis of the fund's current "receipts" shows that
they all come from Federal sources, i.e., appropriations. OMB
officials inform us they are in the process of changing the
fund classification for this account.

The Urban Mass Transportation
Administration

The Urban Mass Transportation Fund serves as an example
of a program which, although authorized by the Congress to
be financed as a revolving fund, raises guestions as to
whether revolving fund financing is appropriate or necessary.

The Urban Mass Transportation Act of 1964 authorizes
Federal financial assistance for the development of compre-
hensive and coordinated mass transportation systems in metro-
politan and other urban areas. Most of this financial assis-
tance takes the form of capital grants egual to 80 percent of
net project cor -total project cost minus revenues. Urban
Mass Transporta. 1 is also authorized to make loans to
finance the acquisition of real property. However, where a
loan has been made and a grant is later awarded for construc-
tion of facilities, the grant agreement may provide for for-
giveness of the repayment of the principal and accrued '
interest of the loan then outstanding in lieu of the cash
grant. One such capital loan has been made since fiscal
year 1970 involving $19.5 million for the purchase of a
right-of-way which will later become part of a capital grant
project. In effect, since 1970 all funds furnished from
Urban Mass Transportation have been grants; it is, therefore,
designed almost entirely to be a grant program. This is
clearly illustrated by the listing of the proposed fiscal
year 1977 program as shown below.

Program by activities (millions)
Capital facilities grants : $1,017.4
Formula grants - 610.0
Technical studies grants 41.7

Research, development, and demonstrations
grants and contracts

Managerial training grants

University research and training grants

Administrative expenses

Interstate transfer grants

Urban systems '
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In addition, for fiscal year 1977, receipts are
projected to be $210,000 while gross outlays will be approx-
imately $1,585 million. To make up for operating losses, an
appropriation of $§1,598.6 million is being reguested
($1,354.6 million was approprlated in 1976), which will be
. charged to the authorization to incur obligations in advance
of appropriations.

Criteria for a public enterprise revolving fund require,
among other things, that the fund be substantially self-
sustaining, that it have receipts, and that it be a cycle of
operations. This means that according to OMB criteria (see
page 51), a revolving fund is not a good device for carrying -
out a loss or subsidy program, such as the Urban Mass Trans-
portation account.

An additional problem with this account is that the
authorization incorporates, by reference, restrictions and
limitations set forth in numerous other laws, including pro-
visions for program financing methods. Incorporation by
reference of a significant amount of existing legislation
into new basic legislation is confusing and cumbersome and
may lead *o inadvertent mlsc1a351flcat10n, eape01ally 1f the_
existing legislation is amended in later years. '

Offshore Shrimp Fisheries Fund

The appendix'to the President's budget includes the
following statement about this account:

"Under the Offshore Shrimp Fisheries Act of 1973
(Public Law 93-242), the United States provided
$600 thousand to compensate the Republic of
Brazil for enforcement and surveillance services -
for 1972, 1973, and 1974. The source of these
funds was a combination of appropriated funds and
receipts from the fishermen who fish off the
coast of Brazil. The Governments of the United

'~ States and Brazil have ratified a revised agree-
ment specifying compensation to the Republic of
Brazil of $361 thousand per year for calendar
year 1975 and 1976, reflecting additional
Brazlllan costs for fuel and other enforcement
expenses. :

In short, the account is to pay the Government of
Bra211 a set amount of money for enforcement expenses.
There does not appear to be a cycle of operations, and out-
lays do not generate receipts. Therefore, this does not
seem to be a self-sustaining fund. : : :
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Part of the problem in classifying this fund comes
from the lack of specific language used in the authorizing
legislation and in the accompanying committee reports. The
Offshore Shrimp Fisheries Act of 1973 (Public Law 93-242)
provided for the establishment of a "separate fund" into
which fees collected from U.S. fishermen would be paid and
then transferred to the Government of Brazil for enforce-
ment of a conservation agreement. Both the House and Senate
reports on the authorizing legislation referred to this as
a "special revolving fund." :

Harry S Truman Memorial
Scholarship Trust Fund

The Harry S Truman Memorial Scholarship Trust Fund was
established under section 10(a) of Public Law 93-642, which
authorized up to $30 million to be appropriated to the fund
and which, in turn, is to be invested by the Secretary of
the Treasury. The interest earned on these investments is
to be awarded in the form of scholarships to outstanding
individuals intending to pursue careers in public service.

The Treasury Department and OMB, when attempting to
assign an accounting classification to this account, deter-
mined that the account did not clearly fit into any individ-
ual classification. Subseguently, they determined that
the intent of the law was to make it a trust revolving
account. :

The classification of this account as a trust revolving
fund, however, raises the following questions:

~-The act calls for the establishment of a

" "trust fund," but there is no fiduciary
relationship. The original financing was
provided from funds appropriated frox the
general account and not from earmarked
receipts held in trust for a specific
activity, as is the case with true trust
revolving funds.

-~Both OMB and the Treasury have classified
the account as "revolving." However, the
fund will not get any receipts from its
users (i.e., the outlays will not generate
any receipts). The receipts, which are
interest from the investments, will be given
as grants. 1In short, the fund does not
revolve.
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--The purpose of the program, which is
essentially a grant program, calls into
question whether it is a business-type
activity. (See trust revolving fund
definition on p. 6.)

Social Security Administration

The Social Security Administration's Consolidated
Workirg Fund is coded by Treasury and OMB as a nonrevolv-
ing intragovernmental fund (Treasury accounting symbol 3904).
As such, it should not have a continuing cycle of operations
and should receive most of its receipts from other agencies
and bureaus within the Government instead of from nonfederal
sources.

Analysis of this fund shows that it has been in
existence since 1951 and therefore seems to have a rather
long continuing cycle of operations. Furthermore, this
account during fiscal years 1973 to 1977 has received in any
one year from 43 to 74 percent of its receipts from
nonfederal sources. The following schedule shows the
actual amount and percentage of receipts received from
nonfederal sources between 1973 and 1975, as well as the
estimated amounts for 1976 and 1977.

Type of receipt 1973 1974 1975 1976 1977

e, emeetpcm—

—{millions )

Federal funds $1.1 $1.9 $4.9 $ 6.8 $ 6.7
Nonfederal funds 1.7 2.6 3.7 8.9 18.6
Total $2.8 '$4.5 $8.6 $15.7  $25.3

Percent from non-
federal sources a1 a8 43 27 14

The fiscal year 1977 budget appendix notes that the nonfederal
receipts for this fund were for providing information for pri-
vate parties. In short, this account raises the question
whether the fund should be reclassified as a public enterprise
revolving account.

Inter-American Foundation

The For=2ign Assistance Act of 1969 established the
Inter-American Foundation to support self-help efforts in
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the developing nations of the Western Hemisphere and to stim-
ulate widened popular participation in the development proc-
ess. This account is classified as a public enterprise
revolving fund. The prooram was originaily funded by the
transfer of $50 million from the Agercy for International
Development and has subsequently obtained access to Sociail
Progress Trust Fund receipts. The dascription in the Presi-
dent's budget for this account states that it is to make
grants to support social changes. Since this is a grant
program and has no receipts, it does not seem to meet public
enterprise revolving fund criteria.
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CHAPTER 5

COWGRESSIONAL CONTROL

OF REVOLVING FUNDS

EFFECT OF REVOLVING FUND FINANCING ON
CONGRESSIONAL CONTROL

The effect of "congressional control"” on financing pro-
grams through revolving funds depends on what is meant by
congressional control. A broad interpretation of the term
includes the Congress' ability to effectively determine, both
on an aggregate basis and on an individual program basis, .
what budget levels will be for a given fiscal year. Congres-
sional control also involves the Congress' ability to effec-
tively monitor how far its dictates (as expressed in authoriz-
ing legislation, appropriations acts, and associated hearings
or other oversight activities) are being carried out. Thus
the term congressional control encompasses the closely re-
lated budget control and oversight control.

Congressional control is not an absolute. For instance,
a high degree of it can be very useful or may be unnecessary.
It may be exercised over the amount of budget authority a
program is to receive, the amount of outlays it may have
during a fiscal year, program parameters, etc. The Congress
may or may not choose to exercise control over specific pro-
grams for a number of reasons. Likewise, the Congress may
choose a form of financing for a program with the possible
result of obscuring the program's financial impact on the
budget totals. Finally, the Congress may enact legislation,
aimed at exerting strong control, only to have its intent
distorted by administrative regulations.

Congressional control (both budgetary and oversight)
over an activity or program is generally lessened by financ-
~ing that program as a revolving fund. This lessening of con-
trol comes about because (1) all revolving funds have the
ability to use the receipts earned within the authorized
program, generally without any action by the Congress and
(2) the financial transactions of revolving funds are re-
ported on a net basis (l1.e., gross receipts are offset
against gross outlays with only the net outlay figure,
either debit or credit, being brought forward for inclusion
in the budget totals).

By authorizing a program to finance its activities
through revolving funds, the Congress relieves the
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Appropriations Committees' responsibility for limiting spend-
ing authority for the program. In addition, many revolving
funds are financed through "backdoors" such as contract or
borrowing authority. Although ultimately included in appro-
priations bills, these funds are approved because the au-
thorizing legislation in effect regquires the appropriation.
The availability of large amou: cs of funds which have been
committed in prior years, together with provisions for on-
going programs which are not dependent upon the Congress for
their revenues, make it difficult for the Congress to control
budgetary totals once the fund is established.

Programs over which the Congress has little budgetary
control also tend to be programs over which the Congress has
diminished oversight control. They do not need to justify
past performance to continue receiving funds for operations.
Due to the nature of congressional operations, it is likely
that a program which is close to financial self-sufficiency
and whose total level of activity is largely hidden (by the
netting process) would tend to avoid close annual committee
oversight. This would not be if the program totally depended
on the Congress for annual financing and if the program's
full financial impact were reflected in the budget totals.

Much of the lessening of congressional control stems
from the fact that under the revolv1ng fund method of fi-
nancing, the determination of the size of the operations so
financed passes to the agency and tends to be ignored so long
as the account can generate sufficient revenues to match its
operating expenditures.

When discussing the controllability of revolving funds,
it is necessary to make a clear distinction between their
different categories; congressional control over each classi-
fication of revolving funds is unique and varies greatly from
the other classifications. Each of the three types of revolv-
ing funds is discussed below.

Intragovernmental

The financial transactions of intragovernmental revolving
funds are not included in the budget figure because their re-
ceipts normally come from other Federal account appropria-
tions. Therefore, to count these appropriations as they run
through the revolv1ng funds would have the effect of double
accounting.

Control over these funds is indirect and in the form of
yearly appropriations to the users' accounts. The cumulative
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total of these appropriations should set the limit on the
revolving funds' activities. To the extent that the funds
remain within the limits of those indirect aporopriations,
congressional control is exercised. However, this control
is not always effective.

- The following examples illustrate the practical limi-
tations on the congressional control of these funds. (These
examples are not to imply that similar deficiencies might not"
have occurred no matter what the type of account.)

Our report entitled "Department of Defense Stock Funds'
Declining Financial Position" (LCD-76-433, June 16, 1976)
reveals that DOD, on its own, imposed a 15-percent surcharge
on the funds' sales for fiscal year 1976 to cover anticipated
price increases and to provide the stock funds with adequate
working capital. The surcharge was imposed notwithstanding
the expressed views of both the Senate and House Appropria-
tions Committees that direct appropriation to the stock fund
was the method contemplated, in the legislation, t¢ increase
the fund. 1/ DOD plans to levy a 7-percent surcharge in
fiscal year 1977--in short, this congressional attempt to
control the size of these revolving funds was not-succesSful.

Another example of limited congres51ona1 control is
found in our report entitled "Operations of General Serv1ces
Administration's General Supply Fund" (LCD-76-421. Mar. 19,
1976). We found that two actions General Services took to
obtain cash tor the revolving fund were not in accordance
with authorizing legislation or congressional intent. We
found: :

--No legal authorlty existed for the transfer of
$156 million to the supply fund from other General
Services revolving funds--in effect, the revolv1ng
fund's proceeds were used for unauthorized purposes.

--General Services used advances from customers as
permanent additinns to the supply fund's capital;
whereas, the Congress intended that customers'
advances be restricted to advances for specific
purchases. By this method, the agency was able to
build up the account notwithstanding congressional
attempts at controlling the account.

l/Senate Report No. 94-446, 94th Congress, lst seSsion;
103 - 6 (1975). House Report No. 94-517, 94th Congress,
lst session, 140 - 3 (1975). ' '

€1



Another uncontrollable aspect of these intragovernmental
funds occurs when the accounts get receipts from non-Federal
sources. While 1n most intragovernmental funds this is not
a significant factor, the DOD stock funds receive billions
of dollars yearly firom private transactions. (See p. 31.)

Trust _revolving

There is little budgetary control possible over trust
revolving accounts because in most instances these accounts

‘are =ntitlements (required by law to be furnished to all who

meet the qual1f1cat1ons) and U.S. Government funds are often
not involved. -

Public enterprise

As the result of the recommendations of the President's
Commission on Budget Concepts (19387), public enterprise re-
volving funds dollar transactions are included in budget
totals on a net basis only. " Therefore, of the $33.6 billion
of Federal Government financial activity projected to be
conducted by the Federal Government with the public through
public enterprise revolv1ng funds in fiscal year 1977, only
$5.8 billion was included in the fiscal year 1977 budget ocut-
lay totals. The $27.8 billion of receipts was deducted from
the $33.6 billion gross outlays and was not included. This
$27.8 billion in outlays was, in effect, treated as if it
were an "off-budget” figure.

Another effect of netting is that when new accounts are
classified as revolving funds or whenever existing revolving
funds grow, budget outlays do not increase as rapidly as
they would if accounted for on a gross basis. The changing
of an account to a revolving fund gives the appearance that
budget expenditures are declining even though the rate of

‘expenditure may remain the same or even increase. Using the

revolving fund classification might help to reduce budget
totals and escape national priority debate by changing fund
structure without changing fund purposes.

The Congress should be aware of the total magnitude
and nature of the operations for which it has delegated
authority to the agency involved. While by itself this
would not provide any more congressional control than is
exercised, it would enhance the debate on national priori-
ties ard would help to provide the basis for control if
the Congress wished to use it. For this reason, budget
treatment of revolving funds should be given more effective
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visibility so that they may be made more subject to congres—_
sional control. Revolving funds should be reflected on a
gross rather than a net basis. While this conclusion dif-
fers from the recommendations of the President's Commission
on Budget Concepts, it is based on the conviction that gross
totals are a more realistic representation of the true
magnitude and impact of programs and are more in line with
the budget process as established under the Congressional
Budget Act of 1974. 1/ _

Public enterprise revolving fund receipts come from
non-Federal sources and as such are beyond the budget con-
trol of the Congress through normal fiscal and budgetary
procedures. The level of the receipts is the controlling
element in determining net outlays. Therefore, public
enterprise funds can be best controlled by the Congress
through 11m1t1ng obllgatlons.

Changes in the level of net dollar transactions within
the public enterprise funds (which can be beyond congres-
sional control) can, however, have a direct and significant
effect on the budget deficit which should be under the
Congress control. The following section illustrates this
effect. ' '

Public enterprlse funds net outla
changes can affect budget def1c1ts

With the enactment of the Congressional Budget and
Impoundment Control Act of 1974, the Congress undertook a
major step toward obtaining greater overall control of the
Federal budget totals. A major part of that control is
centered around the passing of a budget resolution which
sets overall limits on budget authority and outlays. This,
in turn, controls the resulting deficit or surplus (usually
deficit). While the Congress has set up many new controlling
devices--e.g., limiting new backdoor spending--it should be
aware that the fluctuations of the receipts and outlays of
the public enterprise revolving funds can have a significant
effect on the deficit limits. Revolving funds are very

1/The effects of netting on the budget procedures established
‘under the Congressional Budget Act of 1974, are discussed
on pages 67 to 69. A detailed discussion of our rea-
sons for departing from the President's Commission on
Budget Concepts regarding accounting for public enterprlse
revolving funds on a net versus a gross basis are in ap-
pendix I. -
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volatile in nature and involve large dollar amounts. For
example, when the fiscal year 1975 budget totals were pro-
posed (estimated), public enterprise fund net outlays

were estimated to be about $3.4 billion. However, the
~actual net outlay for these Funds (2 years later) was

$7.6 billion, an increase of $4.2 billion or 124 percent.

Changes between budget estimates and actual amounts
often, and quite normally, take place. However, as shown
by the following schedule, between the years 1968 through
1975, the actual net outlays for public enterprise revolving
funds exceeded the original estimate of those outlays in
each year. This trend appears to have continued through
fiscal year 1976. The annual dollar differences between
the estimated and actual amounts ranged from $450 million:
to over $7.2 billion yearly. The percentage of increases
in outlay amounts had an equally wide range--from 8 per-.
cent to about 500 percent. 1/ '

PUBLIC ENTERPRISE REVOLVING FUN™S
_ NET OUTLAY CHANGES
(iq millions of dollars)

Fiscal Year . 1968 1969 1970 =~ 197 1972 1973 1974 1975 1976
— ' ‘

First ' ' i !
Estimated _ l : ;
Net Outlays $1,447 {87,717 [$6,157 56,830 | $6,196  $5,783 { $5,568 | $3,369 [s5,182
- ; i . |
Actual . ; :
Net Outlays 8,661 8,399 8,514 @ 7,356 7,456 - 6,234 6,018 7,598 8,478 a/
Difference 7,214 682 2,357 526 1,260 451 , 450 4,229 3,296 a/
- . 1
Percentage _
between } .
Actual and Estimated 498.6% 8.8%2]  38.3% 7.7% 20.3% 7.8% 8.1% 125.5% 63.645/

a/ Comes from adjusted estimate, not actual.

1/The Office of Management and Budget commented that $3.2 of
the $4.2 billion increase was the result of congressional
action, the impact of these changes would have been the
‘'same whether accounted for on a gross or a net basis, and
the Congress can control the level of activity of the fund
if it desires to do so. (See OMB comments in app. VI.)

64



MEANS BY WHICH THE CONGRESS HAS EXERTED CONTROL

T e e e e e B e D A SNt S S, Syt

Whlle decreased congressional control generally results
when an account is established as a revolving fund, the Con-
gress has the authority, respon51b111ty. and the means to
establish other types of controls it feels are necessary.
During our analysis of revolving funds, we found many
examples of the Congress taking specific legislative steps
to establish controls over individual tevolv1ng funds or
revolving funds in general.

The following sections discuss in detail congressional
controls resulting from (1) general legislative provisions,
(2) appropriations legislation, (3) authorization legisla-
tion, and (4) oversight functions.

General legislative provisions

Although the Budget and Accounting Act of 1921 pro-
vided for a Federal budget system and an independent audit
- of Government accounts, most of the corporate revolving
funds established during World War I were not included
under its provisions because they were being liquidated.
With the tremendous growth of corporate revolving funds
during the 1930s and early 1940s, however, there was a
recognition that some means had to be found to coordinate
- the financial programs of the Government corporations.
Several piecemeal approaches were taken during this period,
but the degree and character of control exercised over
Government corporations by the Congress, the President, and
the established fiscal agencies of the Government varied
greatly until the passage of the Government Corporation
Control Act on December 6, 1945.

Government Corporation Control Act

The Government Corporation Control Act (Public Law
79-248) was the first comprehensive attempt by the Congress
to exert control over corporate revolving funds as a whole.
The act's purpose was to provide annual review and current
financial control by the Congress over the financial trans-
actions and operations of the corporations through the
regular fiscal agencies of the Government (Bureau of the
Budget/OMB, Treasury, and GAO). Each corporation was re-
quired to submit its budget program, in the form of a new
"business-type budget," to the President through the Bureau
of the Budget, now the Office of Management and Budget.

The President was directed to transmit these business-type
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budgets of the corporations to the Congress as part of the
annual budget. The Congress was then to consider these
budget programs and enact legislation making funds available
to the corpora:ions as it deemed necessary. As the process
is carried out, however, the business-type budget presenta-
tion generally serves only as information for the Congress.

One type of control that was brought about through the
passage of the Government Corporation Control Act was the
requirement that operating and administrative expenses, such
as buildings, physical plants, and personnel, for Govern-
ment corporations be subject to the annual appropriations
process. The act went on to state that the provisions of
this section "* * * ghall not be construed as preventing
Government corporations from carrying out and financing
their activities as authorized by existing law." An example
of appropriations action taken to limit operating and ad-
ministrative expenses for a Government corporation under
the provisions of the act are as follows. :

SAINT LAWRENCE SEAWAY DEVELOPMENT
CORPORATION

"The Saint Lawrence Seaway Development Corporation

" is hereby authorized to make such expenditures,
within the limits of funds and borrowing authority
available to such Corporation, and in accord with
law, and to make such contracts and commitments
without regard to fiscal year limitations as pro-
vided by section 104 of the Government Corporatlon
Control Act, as amended, as may be necessary in
carrying out the _programs set forth in the budget
for the current f1sca1 year for such Corporation .
except as hereinafter provided."

Limitation on Administrative Expenses, Saint Lawrence
Seaway Development Corporation

“Not to exceed $982,000 shall be available for:
administrative expenses which shall be computed
on an accrual basis, including not to exceed
$3,000 for official entertainment expenses to
be expended upon the approval or authority of
the Secretary of Transportation: Provided,
That Corporation funds shall be available for
the hire of passenger motor vehicles and air-
craft, operation and maintenance of aircraft,

- uniforms or allowances therefor for operation

66




and maintenance personnel, as au:thorized by
law (5 U.S.C. 5901-5902), and $15,000 for
services as authcrized by 5 U.S.C. 3109." 1/
(Underscoring supplied.) '

The act also provided for control of corporatzon finan-
cial activity after the budget was enacted by the Congress
by calling for commercial-type audits to be conducted by the
Comptroller General, with reports made to the Congress as to
whether corporations complied with congressional directives
and restrictions. Most corporate revolving funds establlshed
after the Government Corporation Control Act state in their
authorizing legislation that they are subject to its provi-
sicns. In addition, some noncorporate fund legislation con-
tain language making the provisions of the Covernment Corpora-
tion Control Act appllcable. S

Congressional Budget and Impoundment Control Act of 1974f

udget prov1s1ons—-The purpose of the Congressional Budget
Act of 74 (titles I through IX) is to establish a timetable

‘and procedures for

--effective congress1onal control over the budgetary
process,

--annual congressional determination of the appropriate
level of Federal revenues and expenditures,

--establishment of national budget priorities, and '

--information furnished in a manner that will ass1st
the Congress in discharging its duties.

The act does not eliminate existing procedures for authoriza-
tion of programs or the appropriation of funds. The new '
budget procedures are instead added to the existing congres-

sional framework. The act affects the use of revolving

"funds as a financing mechanism and, conversely, revolving

funds affect some of the goals of the act. Title III, deal-
ing with the congressional budget process and title IV,
dealing with provisions to improve fiscal procedures, are
the most important regarding revolving funds.

'l/Department of Transportat1on and Related Agencies Appropria-

tion Act for fiscal year 1977 (P.L. 94-387).
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Budget targets and ceilings--Sections 301 and 310 estab-
lish procedures for budget resolutions which set forth appro-

" priate levels of total outlays, budget authority, budget

surpluses or deficits, revenues, and public debt. Outlays
and budget authority are divided into functional categories
in the first resolution to serve as targets for the Congress
during its deliberations (through the appropriations process)
on national priorities. The first resolution, which is to
be adopted by May 15, is followed by a second resolution to
be adopted by September 15 which revises or affirms the

. amounts arrived at in the first resolution. After adoption

of the second resolution, however, the Congress may not con-
sider any legislation that would cause the levels for total
outlays or budget authority to be exceeded except as pro-
vided in a new concurrent resolution.

Spendxng levels, as reflected in budget resolutions, are
aimed at exerting some discipline in formulatlng the congres-
sional budget. The fact that public enterprise revolv1ng
funds are accounted for in the budget totals on a net basis
(gross outlays - receipts = net outlays), however, affects
the legitimacy of the outlay totals reflected in the resolu-
tions. Public enterprise revolving funds are accounted for
in the fiscal year 1977 budget as having outlays (net) of
$5.8 billion. Their true level of business (and impact on
Federal spending), as measured by gross outlays, was $33.6 bil-
lion. Therefore, financing these programs as revolving funds
has the effect of excluding $27.8 billion of Federal Govern-
ment outlays in the aggregate budget totals. -

This effect is important when budget levels for functional
categories are established in the resolutions. This 1s where
the decisions are made regarding setting national priorities
(i.e., who gets what out of the budget process). Not all
functional categories have the same level of revolving fund
financing. Thus, the commerce and transportation function,
with 26 public enterprise revolving funds, has a $10.1 bil-

~lion 1/ outlay advantage over functions such as general

science, space, and technology or law enforcement and justice
which do not have any public enterprise revolving funds. The

1/This flgure is arrived at by considering that only $2 bil-
lion in outlays (net) are included for this aggregate
functional budget level instead of the actual impact of
$12.1 billion in outlays (gross) which will occur for this
function in fiscal year 1977. Through netting, the impact
of $10.1 billion (receipts) is not reflected in this func-
tional total.
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figures employed for all functions which have revolving funds
would have to be adjusted upward during the budget process to
'a new more realistic and comprehensive set of aggregates if
revolving funds were either changed to general funds or ac-
counted for on a gross basis. 1/

Spending responSLblllty-—Sectlon 302 of the act requires
the Budget Committees of each House to allocate responsxblllty
for formulating budget totals to committees which have juris-
diction over bills and resolutions providing new budget
authority. Rules have been formulated which assist the Budget
Committees in allocating responsibility for bills and resolu-
tions providing budget authority or affecting outlays, de-
pending on the type of authority involved. These rules also
serve as gquidelines for the Congre551ona1 Budget Office in
their scorekeeping reports.

The following summarizes the rules used by thé House
Budget Committee in allocating spending responsibility for
the fiscal year 1977 budget as relates to revolv1ng funds

only.

-~014 contract and borrowing authority, which is defined
by section 401 of the act as old spending authority
(discussed on p. 70), is considered permanent

“authority and is assigned to the authorizing commit-
tee. Outlays to liguidate contract authority or re-
sulting from appropriations to reduce agency debt are
assigned to the Appropriations Committee.

-~-New contract and borrowing authority, defined as new
spending authority and their associated outlays, are
assigned to the Appropriations Committee.

--Section 401(d) of the act exempts new spending
authority where outlays are made by mixed or wholly
owned Government corporations from the provisions
of section 401(a) and (b) subjecting new spending

1/A detailed discussion of our reasons for departing from
the President's Commission on Budget Concepts regarding ac-
counting for public enterprise revolving funds on a net
versus a gross basis are in appendix I. The effect the
change from reporting budget totals on a net basis to a
gross basis would have on functional totals, using fiscal
year 1977 as an example, is illustrated by a chart on
page 101. - '
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authority to amounts approved in approprietions

zcts. Thus, spending responsibility for all mixed

or wholly owned Government corporations is allo- _ .
cated to the authorizing committee. Annual appropria-
tions to sach corporations, however, are under the
jurisdiction of the Appropriations Committees.

--Under existing law, offsetting receipts will not be
distributed but will be shown as an undistributed
total. Proposed legislation for offsetting receipts
will be assigned to the authorizing committees.

The rules for allocation of revolving fund spending
responsibility determine whether the Appropriations Commit-.
tee or the authorizing committee will have jurisdiction over
spending for a program. Similar types of programs may be
assigned to one or the other committee based on what type
of spending is involved. For example, both the Southeastern
Power Administration and the Southwestern Power Administra-
tion are general fund accounts and are assigned to the Ap-
propriations Committee. The Tennessee Valley Authority and
‘the Bonneville Power Administration, with operations similar
to the above programs and both classified as revolving funds,
are assigned jointly to the authorizing committee and the
Appropriations Committee. In another example, the Urban
Mass Transportation Administration, which is classified as
-a public enterprise revolving fund, is assigned to both the
authorizing committee and the Appropriations Committee. The.
determining factor for allocating spending responsibility is
whether current or permanent budget authority is involved.

New versus o0ld spending authority--Section 401 of the
act both defines and 1:imits the use of spending authority.
The term "spending authority® is used to describe legislation
which ‘authorizes the obligation of funds outside of or prior
to the appropriations process--such as by coni:ract or borrow-
ing authority. This type of financing mechanism is also
referred to as backdoor authority. The intent of section
401 is to control the use of this type of authority by
treating both contract and borrowing authority the same as
regular authorizations for which funds are to be available
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only to the extent provided in appropriations acts. 1/ A N
grandfather clause existing in this legislation distinguishes
between new spending authority which becomes law after the
effective date of the Congressional Budget Act of 1974

(July 12, 1974) and is subject to this provision and old
spending authority which is not subject to this provision.
When this section was enacted, it was assumed that old
spending authority would be used up at some time in the
future. Thus, the use of contract and borrowing authority

as backdoor financing mechanisms would be eliminated.

But insured and guaranteed loans are not included--
Section 401(c) provides that the term "speading authority,"

" * * does not include authority to insure or
guarantee the repayment of indebtedness in-
curred by another person or government."
(Underscoring supplied.)

Therefore, revolving fund programs which conduct their
operations through insured or guaranteed loans, or are con-
verted from making direct loans to this mechanism, are not
subject to the required appropriations action on new spend-
ing authority. The reasoning is that insuring or guaranteeing
loans does not require the immediate use of budget authority
to carry out program objectives and that budget authority is
only needed to cover losses from program operations, such as
defaults on loans which are accounted for when the loss oc-
curs. The three largest public enterprise revolving funds
of the Farmers Home Administration serve as good examples
of how this can be done. However, under some circumstances
agencies are able to convert loan guarantees to direct lend-
ing without congressional appropriations action. For example,
participation certificates or certificates of beneficial
ownership are so0ld to the Federal Financing Bank--an off-
budget intragovernmental revolving fund and, in effect,
transfer a large volume of loans which would normally be
reported in the budget at face value to off-budget status.
This series of transactions takes advantage of the exception
to the definition of spending authority and the off-budget

l/Another form of spending authority covered by section 401
is entitlement authority. Procedures for control of en-
titlement authority differ, however, from those applied
to contract and borrowing authority. This subject is
discussed in another report in this series--"Entitlement
Legislation and Budget Control" being prepared by the
Congressional Budget Office.
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status of the Federal Financing Bank to-effectiVely evade the
usual budget discipline. :

Government corporations--Section 401(d) lists other
exceptions to the requ1rement subjecting new spending authority/
to amounts provided in appropriations acts. 1Included in this
section is the following which relates to numerous public
enterprise revolving funds:

"{3) Subsections (a) and (b) shall not apply to
new spending authority to the extent that--
(A) the outlays resulting therefrom are made by
an organization which is (i) a mixed-ownership
Government corporation (as defined in section
201 of the Government Corporation Control Act),
or (ii) a wholly owned Government corporation
(as defined in section 101 of such Act) which
" is specifically exempted by law from com-
pliance with any or all of the provisions of
that Act."

The effect of section 40l1's provisions on the remaining
public enterprise revolv1ng funds which are not exempted in
any way from its provisions is questionable. Although treat-
ing contract or borrowing authority as an authorization sub-
ject to amcunts approved in appropriations acts appears on
the surface to be exerting budgetary control, this approach
has. not always been effective. This problem is discussed in
detail on page 80 as it relates the failure of appropria-
tions act limitations to control specific revolving funds.

Impoundment Control Act

Another statutory means of congressional control is
title X of the Congressional Budget and Impoundment Control
Act which establishes a procedure for congressional review
and control of impoundments, defined as any action or inac-
~tion by the Executive which precludes the obligation of
budget authority provided by the Congress. The passage of
the Impoundment Control Act was the result of a growing
feeling within the Congress that it ought to exert a more
forceful role in determining that public policies enacted
by it are carried out properly and effectively by the
executive branch. The Congress was also concerned that the
executive branch was withholding budget authority from pro-.
grams for policy rather than economy and efficiency reasons.

. 12



Historically, the major mechanism for executive branch
control of funds, including the withholding of budget author-
ity for economy and efficiency reasons, was the apportionment
process carried out by the Office of Management and Budget
under the provisions of the Ant1-Def1c1ency Act (31 U.Ss.C.
665). This authorlty reads in part as follows:

"kok % a11 apptoprlatlons or funds not limited
to a definite period of time, and all authoriza-
tions to create obllgat1ons by contract in ad-
vance of appropriations, shall be so apport1oned
as to achieve the most effective and economica
use thereof." (Underscorlng supplied.)

The Impoundment Control Act amended the Ant1-Def101ency
Act to allow for reserves of funds only with the knowledge :
and consent of the Congress.

The act requires the President to notify the Congress
whenever he proposes that all or part of budget authority
(including prior year funds and revolving fund balances)
provided by the Congress should be deferred or rescinded.

While the implementation of the Impoundment Control Act was

an,effective congressional control mechanism for most budget
accounts, it has been less effective with regard to revolving
funds. 1/ Reporting the activities of revolving funds under
the Impoundment Control Act reguires more judgment than does
reporting in most other areas. This is because enforcement
of the act is complicated by several peculiarities associated
with revolving funds. (1) Most revolvxng fund accounts are
not subject to' annual appropriatxons actions or 4o not have
limitations imposed upon them in the authorizing legislation.
Consequently, there is no delineated expression of congres-
sional intent as to what level of financial activity should
be pursued during the fiscal year. There is not the type
of benchmark amount by which to measure compliance with
congressional intent as exists under annual appropriations
actions. (2) The fact that many revolving funds are not
subject to apportionment (on a quarterly basis) makes it
somewhat more difficult to detect impoundment action.

l/OMB had numerous comments on this section in their response
to a draft report supplied to them. Several of their com-
ments have been incorporated in this report. Others, how-
ever, with which we do not fully concur, are included in
appendix VI, '
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(3) The requirements of maintaining working capital (corpus)
also complicates: the determination of the amount being im-
pounded.

In those instances where revolving funds have been
subject to impoundment actions, the characteristics of
revolving funds noted above have caused the executive
branch some difficulty in complying with the act. OMB's
guidance on whether to report unapportioned or unused
balances of a revolving fund under the act states that:

"Revolving fund balances, or any portion thereof,
shall be the subject of a special message when

- such funds are being held restrictively, i.e.,
withheld from obligation during a period of time
in which the agency could have effectively, ef-
ficiently, and legally used (obligated) the
funds." 1/

This has not, however, resolved the problem of when to report
revolving fund impoundments. The act empowers the Comp-
troller General to bring civil action in court to reguire re-
lease of budget authority which is not being made available
for obligation under the provisions of the act. We have

. observed several instances in which the President has failed
to report impoundments of revolving fund budget authority.
For example, in .a June 19, 1975, letter (B-115398), the Comp-
troller General informed the Congress of an unreported im-
poundment of college housing--a revolving fund--budget au-
thority. 1In that report, GAO stated:

"The Administration has not proposed to rescind
the budget authority made available for the
‘direct loan program even though the program was"
discontinued in January 1973. OMB's decision
not to apportion the budget authority available
for college housing loans, coinciding with the
Department's discontinuance of the College

1/0MB officials inform us that, in their opinion, earmarked
receipts are not budget authority and thus they are not
subject to the act. Nevertheless it is their cnrrent
policy to report restrictively withheld earmarked
receipts because it represents budgetary resources which
could be obligated. ' : ' '

;
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Housing Program, constitutes a rescission which
must be, but has not been, reported pursuant to
the Impoundment Control Act. At a minimum, we
believe that $964 million of $1.1 billion un-
apportioned for fiscal year 1975 constitutes a
rescission.” 1/

‘In a more recent example concerning HUD's Rental Housing
Assistance Fund, we reported to Congress (B-115398 Apr. 20,
1976) that: .

"As of March 31, 1976, the balance in the fund
was approxlmately $44.6 million and HUD documents .
project that the balance will increase to approxi-
mately $48.7 million by the end of fiscal year
1977. HUD estimates that about $18 million from
the fund will be used to compensate project
owners for excess rent payments erroneously
remitted to HUD prior to Jur.e 1975. This action,
however, may not be implem:nted due to a re-
cently initiated court suic in which the plain-
tiffs are seeking to enjoin HUD from making

its planned remittances. In addition, HUD
estimates that, for fiscal year 1976, another
$300,000 will be needed to make court ordered
payments under the operating subsidy program

to those section 236 projects that are success-
ful plaintiffs in lawsuits designed to require
HUD to implement the program as regards those
projects.

"HUD officials inform us that they have no
plans to utilize any of the remaining $26.3
million, therefore, we believe that at a
minimum, $26.3 million is being permanently
withheld from obligation for operating sub-
sidy payments—--even if HUD ultimately prevails

1/The Comptroller General reported on December 15, 1975
(B-115398), that the Housing and Urban Development -
Independent Agencies Appropriation Act, 1976 (P.L.

- 94-116), transferred the $964 million of college housi:g
" budget authority to the Community Development Grant
Program. The enactment of this act resolved the guestion
of the Administration's failure to release the college
housing funds.
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in its plan to pay out $18 million--and
constitutes an unreported rescission." 1/

In conclusion, given the special nature of problems
associated with reporting revolving fund impoundment actions,
the executive branch will most likely continue to have more
difficulty in complylng with the act as it relates to re-
“volving funds than it has in complying w1th other types of
account impoundment actions.

Proposed Government Economy and
Spending Reform Act

During the 94th Congress,'legislation was proposed which
would affect revolving funds as a general category by com-
bining -aspects of both sunset provisions and zero based
budgeting to gain greater congressional control over all
Federal programs. This is to be accomplished by strengthen-
ing the congressional authorization process. The provisions
of the legislation, known as the Government Economy and Spend-
ing Reform Act (S. 2925 in the 94th Congress and S. 2 in the
95th Congress), would regquire that all authorizations of Fed-
eral programs subject to the act's provisions must either be
reauthorized or terminated over a 5-year period.: In addition,
- all programs would undergo a zero base review by the appro-
priate congressional committees with the assistance of

1/Under the provisions of the act these funds were required
to be released by HUD on June 16, 1976. As a result of
HUD's failure to release the funds, the Comptroller General’
notified the Congress on July 7, 1976 (B-115398), of his
intention to initiate civil action to require the release
-of the funds. The Department of Housing and Urban
Development - Independent Agencies Appropriation Act for
fiscal year 1977 (P.L. 94-378), enacted August 9, 1976,
authorized HUD to disperse the funds involved in this
rescission to other housing programs, thus terminating
the impoundment. A series of legal actions, however,
culminating with a United States Court of Appeals for
the District of Columbia order on October 22, 1976,
enjoined HUD from allocating the moneys in the section
236 reserve account to fund programs other than the
operating subsidy program as called for in the appropria-
tion act. As a result of these actions, the Comptroller
General notified the Congress on December 23, 1976
(B-115398), that an impoundment no longer existed because
the funds were "being withheld pursuant to court orders
and not as a result of executive branch action."
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executive branch departments or agencies, and congressional .-
support agencies, before they are reauthorized or terminated.
This provision would guarantee that revolving funds would be
examined on a gross outlay (full program activity) rather

- than on a net outlay basis by the authorizing committee. 1In
addition, since revolving funds are usually without tenure
(i.e., without a termination date), the provisions of the
proposed act would provide the means to reevaluate these
self-perpetuating Government programs.

MEANS BY WHICH THE CONGRESS HAS EXERTED CONTROL
OVER SPECIFIC REVOLVING FUNDS

Legislation concerning revolving funds as a general
category, such as the Government Corporation Control Act or
the Congressional Budget and Impoundment Control Act, does.
not always establish the kind of specific controls over
individual revolving fund operations intended by the Con-
gress. As a supplement, the Congress may include specific
controlling language in authorizing legislation, appropria-
tions acts, or both. This has been done in a number of in- :
stances where revolving fund programs were either not entirely
in compliance with the wishes of responsible congressional
committees or a potential existed for abuse of the greater
flexibility granted by the Congress through revolv1ng fund -
financing.

Discussed below are several instances whereby the Con-
gress exerted control over revolving fund programs, either
through authorizing or appropriation legislation. Also
included are some examples of statutory language used to
gain control. 1In certain cases, advisory language in appro-
priations acts did not work (discussed on p. 80). There-
fore, congressional control over these programs seems to be
best accomplished through authorizing legislation.

Appropriations act controls

Export-I@port Bank

Public Law 94-441, which makes appropriations for
foreign assistance and related programs for fiscal year
1977, furnishes a good illustration of a type of congres-

sional control over revolving funds v1a the appropriations
process.

Title IV of this law sets overall limits on the Export-

Import Bank program activity as well as setting what
amounts shall be used for certain type loans--equipment
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and service loans. The appropriations act also sets limits
on the amount of administrative expenses, entertainment
allowances, and spells out what type expenses will be con-
sidered nonadministrative expenses. The pertinent sections-
of the appropriations act are below.

TITLE IV--EXPORT-IMPORT BANK OF THE
UNITED STATES

"The Export-Import Bank of the United States
is hereby authorized to make such expenditures
within the limits of funds and borrow1ng authority
available to such corporation, and in accord with
law, and to make such contracts and commitments
without regard to fiscal year limitations as
provided by section 104 of the Government Corpora-
tion Control Act, as amended, as may be necessary .
in carrying out the program set forth in the budget
for the current fiscal year for such corporation,
except as hereinafter provided.

Limitation on Program Activity

: "Not to exceed $6,334,443,000 (of which not to exceed
$3,875,000,000 shall be for egulpment and_services loans)
shall be authorized during the current fiscal year for
other than administrative expenses.

L1m1tac10n on Administrative Expenses

"Not to exceed $12,081,000 (to be computed on an
accrual basis) shall be available during the current
fiscal year for administrative expenses, - 1nclud1ng
~hire of passenger motor vehicles, services as
authorized by 5 U.S.C. 3109, and not to exceed
$24,000 for entertainment allowances for members of
the soard of Directors: Provided, That (1) fees or
dues to international organizations of credit insti-
tutions engaged in financing foreiqn trade, (2)
necessary expenses (including special services per-
formed on a contract or a fee basis, but not includ-
ing other personal services) in connection with the
acguisition, operation, maintenance, improvement,

or disposition of any real or personal property be-
longing to the Bank or in which it has an interest,
including expenses of collections of pledged col-
lateral, or the investigation or appraisal of any
property in respect to which an application for a
loan has been made, and (3) expenses (other than
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internal expenses of the Bank) incurred in connec-
tion with the issuance and servicing of guarantees,
insurance, and reinsurance, shall be considered as
nonadministrative expenses for the purposes hereof."
(Underscoring supplied )

Government National Mortgage AssOCiation (GNMA )

The Emergency Hous1ng Act of 1975 (Public Law 94-50)
authorized GNMA to make purchases and to purchase commitments
at below market rates to buy ~onventional home mortgages '
from lending institutions, thus freeing its money for more
mortgages. Section 206 of the act limited certain GNMA
program activities to amounts approved in approprzatxon acts.
This. sect1on is as follows.

AUTHORIZATION

"SEC. 206. Section 313(g) of the National Hous1ng
Act is amended by adding the following at the end
thereof: 'Such total amount shall be increased on
or after the date of enactment of the Emergency
Housing Act of 1975, by such amount as 1sa_pproved
in an appropriaticn Act, but not to excee '
515,555,855 000 and the Association shall not

issue obligations pursuant to the section utilizing
authority which is conferred by this sentence or
which is conferred by the first sentence of this
subsection but uncommitted on October 18, 1975,
except as approved in appropriation Acts.'"
(Underscorxng supplied.

The Senate Appropriations Committee made several
statements regarding GNMA implementation of the program,
including limitations imposed by GNMA which did not re-
flect the intent of the Congress. The Committee directed
that in the future the agency should consult with the ap-
propriate committees of both Houses before promulgating
regulations (S. report 94-326). The Department of Housing
and Urban Development--Independent Agencies Appropriation
Act of 1976 (Pub11c Law 94-116) included the following
language concerning this program.

"The total amount of purchases and commitments
authorized to be made pursuant to section 313 of
the National Housing Act, as amended (12 U.S.C.
1723E; 88 Stat. 1364; Public Law 94-50), shall
not exceed $5,000,000,000 outstanding at any
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one time, which amount shall be in addition to
balances of authorization heretofore made avail-
able for purchases and commitments pursuant to

- said section and which shall continue available
after. October 18, 1975: Provided, That the
Association may borrow from the Secretary of the
Treasury in accordance with said section, in
such amounts as are necessary to carry out the
purposes and requirements of said section as
authorized herein."

The Emergency Housing Act's impact on GNMA f1nanc1a1
act1v1ty is discussed on page 108.

Appropriations act control thrcugh-advisory
lanquage does not always work

In some instances, attempts at exerting congressional
control over revolving funds through appropriations act
language have not worked where the legislative history in-
dicates that the language was only intended to be advisory.
The following two examples are illustrative.

In 1974, GAO issued an opinion (53 Come Gen. 560) on
the following appropriation act language for the Agricul-
tural Insurance Fund (Public Law 93-135): :

"Loans may be insured, or made to be sold and
insured, under this Fund 1in accordance with and
subject to the provisions of 7 U.5.C. 1928-1929,
as follows: real estate loans, $370,000,000, in-
cluding not less than $350,000,000 for farmowner-
ship loans: operating loans, $350,000,000; and
emergency loans in amounts necessary to meet the
needs resulting from national disasters * * * "
(Underscoring supplied.)

It was our conclusion that the language referring to
$350,000,000 for operating loans was not intended to be a
legal limitation. This opinion was based primarily on the
legislative history of the appropriation legislation, which
~offset what would normally be definite appropriations act
controls and, as a result of this expressed intent, farm
operating loans could be made in excess of $350 million.

In a related case concerning possible impoundment of
the Farmers Home Administration's Rural Housing Insurance
Fund, we held on September 28, 1976 (B-115398), that the
follcewing: approprlatlon language did not set a limit on
the fund, but was in effect only advisory.
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"For direct loans and related advances pursuant
to section 517 (m) of the Housing Act of 1949,
as amended, $10,000,000 shall be available

from funds in the rural housing insurance fund,
and for insured loans as authorized by title

V of the Housing Act of 1945 [sic], as amended,
$1,605,000,000 * * * " 85 Stat. 192,

Again, legislative history and other legislatiVe events
were the_major determinants of our opinion.

Generally, for appropriations language to operate as
an effective fund control mechanism, the appropriations.
act must be in concert with other expressions of congres-
sional intent. -

Authorizing legislation controis

Development Loan Program

An example of how the Congress exercised control over a
revolving fund account is demonstrated in their actions re-
lating to the Development Loan Program. This program was
established in 1961 and makes long term loans to friendly
developing countries to promote their economic development.
As the loans matured, interest and loan repayment amounts
‘cumulated and were recycled into the receipts of the
revolving fund for reuse for other loans. The Congress,
however, mandated that starting in fiscal year 1974 not more
than 50 percent of the receipts could go back into the fund's
receipts. The balance was to be returned to the Treasury

as miscellaneous rece1pts.

Subsequently the Congress enacted a Senate amendment.
to section 203 of the Foreign Assistance Act of 1961 which
put even more stringent controls over the fund's receipts.
The following wording was added to the end of that section:

"On and after July 1, 1975, none of the dollar
receipts paid during any fiscal year from loans
made pursuant to this part or from loans made
under predecessor foreign assistance legislation
are authorized to be made available during any
fiscal year for use for purposes of making

loans under chapter 1 of this part. All such
receipts shall be deposited in the Treasury as
miscellaneous receipts." :

8l



In short, this fund no longer has any receipts from its
loan program. This factor, discussed on page 53, raises
questions as to whether the fund meets the criteria of a
revolving fund.

New York City Seasonal Financing Fund

The New York City Seasonal Financing Fund was estab-
lished by the New York City Seasonal Financing Act of 1975
(Public Law 94-143) to provide short-term loans by the
Treasury Department to New York City. The authorizing
legislation, establishing the revolving fund, contains
several provisions aimed at maintaining control over both
the size and duration of the fund. F[For examp’e, all income
from the fund such as interest paid by New York City or any
earnings from the fund's investments must be returned to
the Treasury as miscellaneous receipts instead of to the
fund to be reused. Thus the fund cannot grow. The out-
standing balance of loans cannot exceed $2.3 billion and
all loans must be repaid within the same fiscal year. The
legislation also contains a provision for terminating
authority for the Secretary of the Treasury to make loans
and, therefore, the duration of the fund itself.

Pertinent sections of the author121ng leglslatlon are
as follows.

FUNDING
Sectlon 8 (a). . .

"All funds recelved by the Secretary in the
payment of principal of any loan made under this
Act shall be paid into the fund. All income
from loans and investments made from the fund
shall be covered into the Treasury as miscel-
laneous receipts. Moneys in the fund not
needed for current operations may be invested

in direct obligations of, or obligations that
are fully guaranteed as to principal and inter-
est by, the United States or any agency thereof.
After all loans made pursuant to this Act have
been repaid, the balance of the fund shall be
returned to the general fund of the Treasury."

TERMINATION

“SEC. 11. The authority of the Secretary to make
any loan under this Act terminates on June 30, 1978.
Such termination does not affect the carrying out of
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any transaction entered into pursuant to this Act
prior to that date, or the taking of any action
necessary to preserve or protect the interests
of the United States arising out of any loan under
this Act." (Underscoring supplied.)

Both authorizing and appropriations control

Federal Buildings Fund

One of the methods by which the Congress has exerted
control over revolving funds is illustrated by the example
of the Federal Buildings Fund. This fund was established
under the provisions of the Public Buildings Amendments of
1972 (Public Law 92-313) to provide space and services for

Federal agencies in a relationship similar to that of land-
lord and tenant. 1/ The fund replaced direct appropr1at10ns
by using income derived from rent assessments which approxi-
mate cor.2rcial rates for comparable space and services.

The authorizing legislation was very specific in detailing
the Administrator's limitatios as to how the funds could
be expended for new projects. For instance, any acquisi-
tion of a building involving an expend1ture in excess of
$500,000 could not be made unless a detailed prospectus was
submitted by the Administrator and approved by resolutions
adopted by both the House and Senate Committees on Public
Works. In addition, the language in the authorizing legis-
lation stated, :

"Moneys deposited into the fund shall be available
* * * in such amounts as are specified in annual
appcopriations acts w1thout regard to fiscal year
limitations."

To implement this legislation, the budget for fiscal
year 1975 proposed a single figure obligation ceiling of
$980,000,006 from the revenues in this fund. During con-
sideration of Public Law 93-381, however, the House Appro-
priations Committee strongly opposed a single figure obliga-
tional authority for the fund. 1Instead, limitations were
~established on the availability of fund revenues by the
major functions GSA used in its budget just1f1cat10ns to
the Committee. These limitations were enacted in the Appro-
priation Act by the Congress.

J

1/The legislative history of Public Law 92-313 is unclear
as to whether a revolving fund or a special fund was
intended by the Congress. .
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The Appropriations Committees, therefore, treated the

~annual appropriations request for this fund as if it were a
general fund account. Amounts approved by the Committees for
specific buildings including limits on the size of the fund
were listed in the act along with the following general con-
trols. ' ' . _

Provided, That the immediately foregoing limits of cost
may be exceeded to the extent that they apply to con-
struction projects previously included in the appropria-
tion, Construction, Public Buildings Projects, to the
extent that savings are affected in other such projects,
but by not to exceed 10 per centum of the amounts pre-
viously appropriated for such projects under such ap-
propriation; (b) not to exceed $700,000 for repair

and improvement of public buildings; (c) not to exceed
$5,245,000 for additional court facilities; (d) not to
exceed $16,149,000 for construction services of on-going
construction projects; and (e) $9,500,000 for the com-
pletion of buildings management projects, including
charges for work for other agencies begun in prior years
but not yet completed and $2,571,000 to be deposited in
the Treasury as miscellaneous receipts: Provided
further, That for the purposes of this authorization,
buildings constructed pursuant to the Public Buildings
Purchase Contract Act of 1954 (40 U.S.C. 356), the
Public Buildings Amendments of 1972 (40 U.S.C. 490)

and buildings under the control of another department
or agency where alterations of such buildings: are re-
quired in connection with the moving of such other
department or agency from buildings then, or there-
after to be, under the control of General Services
Administration shall be considered to be federally
owned buildings: Provided further, That amounts
necessary to provide reimbursable special services to
other agencies under Section 210(f) (6) of the Federal
Property and Administrative Services Act of 1949, as
amended (40 U.S.C. 490(f) (6)) and amounts to provide
such reimbursable fencing, lighting, guard booths, and
other facilities on private or other property not in
Government ownership or control as may be appropriate
to enable the United States Secret Service to perform
its protective functions pursuant to 18 U.S.C. 3056, as
amended, shall be available from such revenues and col-
lections: Provided further, That any revenues and
collections and any other sums accruing to this Fund,
excluding reimbursements under section 210(f) (6) of
the Federal Property and Administrative Services Act

of 1949 (40 U.S.C. 490(f) (6), in excess of '
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CONTROL OVER REVOLVING FUNDS

$1,088,870,700 shall be depbsited in miscellaneous
receipts of the Treasury of the United States,

Both the House and Senate Appropriations Committees
expressed a desire that the fund be accounted for and ad-
ministered as a special fund. While this particular fund is
labeled a revolving fund, it is much more subject to congres-
sional control than other revolving funds due to the annual
and specific limitations imposed on its operations by ap-
propriation acts. This means of control is especially
suited to the Federal Buildings Fund because it is possible
to predict almost exactly what receipts and outlays will be
during the fiscal year. When it is not possible to accurately
predict the level of business during a fiscal year, other re-
volving funds might not operate as effectively under these
annual limitations.

OUR ASSISTANCE TO THE CONGRESS FOR OVERSIGHT

The examples of legislative provisions clted above whlch
are aimed at increasing congressional control over revclving
funds tend also to require increased congressional oversight
over the programs' activities. We are available to assist the
Congress, when it requests or requires us, in carrying out its
oversight responsibilities to audit revolving fund programs.
Some examples of legally required audits are Tennessee Valley

Authority, Panama Canal, Export-Import Bank, and other revolv-

ing funds subject to the Government Corporatlon Control Act.

- In many instances, we initiate our own reviews of revolving

fund activities. While most of our audits are not spec1f1-
cally related to the subject of budget control, they do-

nevertheless often reveal issues which affect such controls.

Our role in assisting the Congress in its oversight
responsibilities was reemphasized in the Congressional Budget
Act. Title VII of the act strengthens our program evaluation
role by requiring us to review and evaluate Government pro-
grams carried on under existing law, to develop and recommend
methods for reviewing and evaluating Government programs and
activities, and to assist in developing statements of legis-

lative objectives and goals and methods for assessing and

report1ng actual program performance. Title VIII of the
act requires that we develop standard terminology, defini-
tions, classifications, and codes for fiscal, budgetary, ,
and program-telated information. It also requires that we
conduct a continuing program to identify the needs of com-

mittees and Members of Congress for fiscal, budgetary, and

program-related information and to assist congress1ona1 com-
mittees in developlng their 1nformat10n needs.
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CONCLUSIONS AND RECOMMENDATIONS

OUR VIEWS ON REVOLVING FUNDS

Any opinions, suggestions, or objections we expressed on
the use of revolving funds are usually governed by the Con-
gress weakening its control over program activities by au-
thorizing the use of this fund1ng mechanism. We believe
the Congress should be allowed to exercise its responsi-
bility of controlling Federal activities which it jointly
shares with the executive branch. Over the years, we have
applied the standard that the public interest is best served
when congressional r~ontrol over activities is exercised
through regular (usually annual) reviews and affirmative
action on planned programs and financing requirements through
the appropriations process,

We also believe that departure from the above standard
should be permitted only when it can be fairly shown that
an activity cannot be successfully operated in the public
interest within the congressional appropriation process.

Any financing method which permits an activity to
operate without the requirement for regular (usually annual)
congressional reviews on planned programs and financing needs
of the equivalent of those which characterize the appropria-
tion process should be viewed as a lessening of corngressional
control. Departures ifrom this standard should not be allowed
unless it can be plainly demonstrated that '

--hindrances to effective management existf

--the change in financing method will remove, or help
to remove, existing hindrances;

--other alternatives within the regular approprlatlon
structure are 1nappropr1ate, and

~=~the demonstrated advantages attributable to the de-
parture clearly outweigh the disadvantages of lessened
congress1onal control, preferably with a congre351ona1
- expression to that effect.

We believe it is necessary that the Congress be fully
aware of the cumulative effect revolving funds have on con-
gressional control, especially budgetary control, before
authorizing additional revolving funds. Now, as.in the past,
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the Congress usually establishes revolving fund accounts on
an ad hoc basis. As shown in this report, the way revolving
funds are accounted for in the budget (netting) understates
Government financial activities by billions of dollars each
year and excludes these activities from the process by which
the Congress -establishes priorities and allocates resources.

When the Congress passes legislation authorizing re-
volving funds, we must assume that in most cases it has
decided to relax its control over the activity. It would be
preferable if the Congress took this action after giv1ng
explic1t consideration to the advantages and needs justi-
fied in each case in relation to decreased congressional
control. 1In our view, the Congress, through annual ap-
propriation action, should pass on the agency's financial
and operating plans before they are consummated. Often
legislation provides that funds may be used for various pur-
poses "within such limitations as may be included in appro-
priation acts." While this allows for congressional control,
it is a permissive approach which does not require the Con-
gress positive action to impose limitations on the use of
funds and does not necessarily result in detailed reviews
of activities financed by the revolving fund. The need for
positive action (appropriation process) requires the Congress
to evaluate the need for limitations and to insure that. funds
provided are applied to the purpose which the Congress in- .

'tends._

ALTERNATIVES TO REVOLVING FUND FINANCING

The alternative to revolving fund financing which would
establish the strongest congressional control over both in-
dividual programs and budget outlays is to finance these
programs through annual appropriations (i.e., authorize these
programs as general fund accounts). In the past, there have
been a number of reasons why revolving funds cannot be un-
der yearly appropriations constraints, the more widely used
ones being the need for flexibility; need for cost awareness;

- complexities of financing common use items; and need for

better accounting, budgeting, and reporting. When reviewing
individual cases, these arguments are not always valid, and

viable alternatives exist which preserve these special bene-
fits of revolving fund financing.

In most instances, it is suggested that the appropr1a-
tions process cannot work fast enough to meet the fund's
needs. There are, however, various other alternatives that
may be used. Besides the alternatives discussed on pages
77 to 85 which exert congressional controls over specif1c
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revolving funds, the Congress could enact a stated amount

‘as a permanently available, separate emergency fund. The
fund could be replenished in the amounts disbursed therefrom-
by annual appropriations. This would allow flexibility while
‘retaining firm congressional control over normal operations,
such as renewal action on individual programs, 1nc1u51on of
full program outlays in budget resolutions, and allocations.
This alternative appears fully con51stent w1th the present
appropriations process.

CONCLUSIONS

‘The fundamental objective of the Congressional Budget
Act of 1974 was to establish a process through which the
congress could systematically consider the total Federal
budget and determine priorities for allocating budget re-
sources. We believe this process achieves its maximum ef-
fectiveness when the budget represents as complete as possible
a picture of the financial activities of Federal agencies,

- For example, accounting for public enterprise revolving
funds in the Federal budget on a net outlay basis, whereby
the accounts receipts are offset against gross outlays with
only the difference being included in the budget figures,
is misleading and understates the true magnitude of Govern-:
ment activities as well as the impact of individual revolving
fund programs. The Federal budget should disclose the magni-

tude of Federal act1v1ty in such a way as to provide a bas:.s
for estimating the impact of Government act1v1Ly on the econ-
omy as a whole. 1/ _

In the past, the Congress has established revolving
funds where their use did not seem appropriate. Moreover,
OMB and the Department of the Treasury have classified ac-
counts as revolving funds which in some instances did not
meet their criteria. Therefore, there is no assurance that
accounts presently accounted for as revolving funds should
or need to be so c1a351f1ed

1/A detailed discussion of our reasons for departing from
~ the President's Commission on Budget Concepts regarding
accounting for public enterprise revolving funds on a

net versus a gross basis are in appendix I. :
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RECOMMENDATIONS TO THE DIRECTOR, OMB

We recommend that the Director:

-~-Make appropriate changes in current budget procedures
~which will result in the financial activities of pub-
lic enterprise revolving funds being reflected in the.
Federal budget on a gross basis.

--Periodically undertake indepth reviews of all estab-
lished revolving funds in the budget to determine
whether (1) they meet the established criteria for
revolving funds and (2) it is necessary that the ac-
counts continue to operate as revolving funds. The
results of such reviews should be furnished to the
appropriate congressional committees, the Department
of the Treasury, the Congressional Budget Office, and

us.

RECOMMENDATIONS TO THE CONGRESS

We recommend that the Congress,

-=-together with the executive branch, develop and
‘utilize common criteria for establishing and clas-
sifying all revolving funds: 2nd

--before estabhlishing any additional revolving funds,
study the full financial implications of each new
proposal and incorporate the findings in the appro-
priate reports and documents on the legislation.

AGENCY COMMEKTS

OMB

OMB disagreed with our recommendat1on for gross account-
ing for a number of reasons:

1. The present system of accounting and budget1ng for
public enterprise funds conforms to the precepts laid down
by the President's Commission on Budget Concepts. This
recommendation runs counter to those precepts.

2. It is not necessary for the budget summary information
to disclose the gross accounting for collections and outlays
of public enterprise funds in order for the Congress to decide
on budget totals or make priority allocations among functions,
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3. It is not appropriate for gross collections and out-
lays to be used as the basis for making prlorlty allocations
among functions.

4. Such a change would affect thehéurrent appropriations
process and agency accounting for the individual accounteg.

5. Since this recommendation applies only to public
enterprise funds, it applies different accounting and budget -
presentation rules to public enterprise funds from those
- for intragovernmental revolving funds.

~ OMB stated that, while they have no objection to the
reviews required by our second recommendation, it would be
more appropriate for the admlnlsterlng agency of the execu-
tive branch to conduct the reviews and propose approprlate
amendments to the authorlzlng legislation.

OMB agreed with our recommendation for common criteria.
.It noted that in the past it has at times been hampered when
technical financial terms are used imprecisely in authorizing
legislation. 1In addition, OMB believed that if the Congress
were to adopt uniform criteria as proposed in our recommen-
dation, there would be no need for the reports called for
in our fourth recommendation other than on an exception
basis. :

Department of the Treasury

Treasury stated:

"Better disclosure for the Congress is a must--
however, we feel that before any major changes
are made in the present methods of reporting

and disclosing the financial results of Federal
activities, time is needed by Treasury, OMB, and
GAO to thoroughly evaluate the full effects of
such a proposal. Also, the idea of whether or
not to include the trust revolving funds and the
intragovernmental revolving funds, as well as
the public enterprise funds, is something that
should be looked at more closely."”

congressional Budget Office

CBO suggested that the concept of accounting for pub-
lic enterprise revolving funds on a gross basis merits
serious consideration, but pointed out that adoption of
this concept would require CBO and the Budget Committees
to review the scorekeeping procedures now in effect.
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House Committee on Apgroprlatlons

The House Committee on Approprlatlons stated, "The
recommendation that a common set of criteria be developed to
determine the proper circumstances for revolving fund status
is a good one." They pointed out that the development of
such criteria will raise a number of questions which will
need further study and coordination. .

OUR EVALUATION

We disagree with OMB's statements on our recommendation
for gross accounting. The budget process, especially since
enactment of the Congressional Budget Act of 1974, is a
dynamic, evolving process., While the recommendations of
the President's Commission on Budget Concepts were valid
and needed when they were made, times have changed and the -
Congress has demanded a stronger voice in tuae budget process.

We believe that for the Congress to decide on budget
totals and make priority allocations among functions under
the new budgetary process, it must have complete information:
on the total levels of Federal activities. With full dis-
closure (gross accounting for receipts and outlays in the
budget), the Congress will be better able to use the budget
information in establishing aggregate financial targets by .
functional category. We fail to understand why the Congress
should have to consult the individual public enterprise
accounts in the budget appendix to obtain their gross activi-
ties. We believe it is more logical that these activities
be included in total as part of the functlons in the Federal
budget.

. We disagree with OMB that the appropriations process
for the revolving funds will be changed. There is nothing
in our report or recommendations that would alter in any
manner the current appropriations process. On the contrary,
as we point out in our conclusion, we believe periodic con-
gressional review through the appropriations process is the
best method for the Congress to control revolving funds.

We agree with OMB, Treasury, and CBO that adoption of
the concept of gross accounting for public enterprise re-
volving funds will have significant effect on Federal ac-
counting, budgeting, and scorekeeping systems. Details of
implementing this proposal will require extensive study and
coordination between congressional committees, CBO, OMB,
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Treasury, and us. 1/ We beiieve that this effort can best
be done by a task force made up of representatives of the
aforementioned entities. We will assist in the task.

We also recognize, as both OMB and Treasury point out,
that accounting for public enterprise revolving funds on a
gross basis will be inconsistent wit! budget treatment for
similar transactions. Therefore, additional studies of simi-
lar financial transactions need to be conducted to see if
- budget treatment for offsetting receipts, direct loans,

guaranteed loans, etc., are consistent with present con-

gressional budget information needs. We plan to undertake
the necessary reviews and to report to the Congress and the
executive branch on the results of those reviews.

Regardlng OMB comments on our recommendation for peri-
odic reviews of existing revolving funds, we believe such
reviews should be under OMB's general superviSion, although
they will certainly require input from the administering
agency. Conducting periodic indepth reviews of all estab-
lished revolving funds, along with the study and reporting
on the financial 1mpllcat10n of each new revolving fund
proposal, will be a major step toward restoring the: recom-
mendations of the President's Commission on- Budget Concepts
concerning cons1stency in Federal accounts: and budget re-
porting. . _

Development of common cr1ter1a. as mentioned in our
third recommendation, will require an extensive and tech-
nical undertaking similar to that required for the changing
from net to gross accounting, This should not, however,
~ deter from its undertaking. Accepted common criteria
form the cornerstone upon which all gquestions regarding re-
volving funds must be based. We will actively participate
in developing such criteria. OMB's criteria would be- a
good starting point. We believe that this effort must in-
volve the appropriate congressional committees as well as
OMB, the Department of the Treasury, and the Congressional
Budget Office.

our final recommendation regarding study of full fi-
nancial implications of proposed revolving funds and re-
porting on these studies was questioned by OMB as being
unnecessary except on an exception basis. We disagtee

l/App. I contains examples of how the change to gross account-
ing would affect the budget presentation for an individual
public enterprise revolving fund account.
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that such reports be made on an exception basis only. We
believe that it is necessary, when a new account is proposed,
to draw the Congress attention to the potential loss of con-
gressional control, together with all other financing arrange-
ments which are outside of the appropriations process. Such
studies may be done by Pederal entities that the responsible

congressional committees deem appropriate.
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APPENDIX I ' ' APPENDIX I

OUR REASONS FOR DEPARTING FROM THE PRESIDENT'S

- COMMISSION ON BUDGET CONCEPTS ON ACCOUNTING

FOR PUBLIC ENTERPRISE REVOLVING FUNDS ON A
NET VERSUS GROSS BASIS

Prosent practices of offsetting receipts against expendi-
tures (netting) are due to the recommendations of the Presi-
dent's Commission on Budget Concepts. In its 1967 report,
the Commission recognized that (1) offsetting receipts against
expenditures understates the total impact of Government on
the economy, (2) net treatment conceals important information
whereas a gross presentation would permit the user of the
budget document to gross or net as he sees fit, and (3) it is
difficult to reconstruct gross receipts and expenditures if
only the net is reported. Nevertheless, the Commission recom-

mended that public enterprise revolving funds transactions
be included in the budget on a "net outlay“ basis. The
_recommendatlon stated:

“The main summary statement of budget receipts
and expenditures should be prepared on a con-
sistent and on a fairly net basis, treating
like transactions alike and changing practices
only when necessary.

"For purposes of summary budget totals, receipts
from activities which are essentially govern-
mental in character, involving regulation or
compulsion, should be reported as receipts.

But receipts associated with activities which
are operated as business—-type enterprises, or
which are market-oriented in character, should
‘be included as:offsets to the expendltures to
which they relate.

"Additional summary information on gross enter-
prise transactions should also be included in
the budget document--more prominently than now,
but not as a measure competing with the main
summary budget totals." {(Underscoring supplied.)

The Commission's support for its pcsition on netting. :
centered around three major themes: disciosure in the budget;
the measure of the Government's role in the ez-onomy; and con-
sistency of budgetary reporting. Each of these points is
discussed below, with a brief description of the Commis-
sion's position, followed by our analysis of that position.
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APPENDIX I ' : ' o APPENDIX I

DISCLOSURE IN THE BUDGET

The Commission stated that disclosure itself was not a
compelling argument for preparing the main statement of over-
all budget receipts and expenditures on a gross rather than
a net basis so long as both the appendix and Special Analy-
sis B are available. The Commission did recognize arguments
that netting concealed important information and that a net
presentation would not permit the user to reconstruct gross
receipts and expendltures.

We believe that circumstances have changed considerably
" since the time the Commission made its recommendations. . The
watchword of today's Congress is control, as evidenced by
‘the changes brought about by the Congressional Budget and

. Impoundment Control Act of 1974. While the data is avail-
able in each account in the budget appendix to compute gross
outlays, we do not feel it should be necessary for Members
-0of Congress or their staffs to search in this way for what
we consider relevant and important information. '

Failure to include gross figures in the aggregate af-
fects provisions for congressional debate on allocating re-
sources (by functional category within budget totals) as
established by the Congressional Budget Act. Not including
receipts from non-Government sources, while including taxes,
receipts from special funds (returned to Treasury), and any
other spendable resources of the Federal Government, makes
it unnecessarily complicated to determine exactly how much
Federal resources are being expended for an individual’
functional area or areas.

The Congress is now deciding on the summary statement
of budget receipts and expenditures (functional categories
and totals) and is trying to stay with the President's
classification (one agreed-upon standard classification
structure).

The Congress should consider the receipts, budget
authority, and outlays during its deliberations on the
budget totals and functional allocations and should score-'
keep on them separately, since the possible congtess1onal
actions are different.

1. Some receipts, such as repayments of loans and _
interest payments, are based on past transactions
and therefore very little conqress1ona1 control
is p0551b1e.
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2. Budget authority and gross outlays are for new
program activity and therefore can be made subject
to congressional control.

In our opinion, the executive branch and the Congress
should both shift to gross reporting. It is necessary to
retain consistency between the OMB system and CBO scorekeep-
ing as well as the decision categories. If the Executive
does not change and the Congress does, the Congress would
have to reconstruct gross figures. In short, disclosure is
in itself a compelling argument today for preparing the main
statements 1/ of overall budget receipts, budget authorlty,
and outlays on a gross basis.

THE GOVERNMENT'S ROLE IN THE ECONOMY

The Commission was of the opinion that presenting over-
all Federal receipts and expenditures on a qross basis would
exaggerate the Government's role in the economy. The budget
totals of expenditures or revenues tend to be interpreted as
a rough measure of the volume of economic activity allocated
through "collective political choice." For example, TVA's
services are paid for by sales of electricity which are
subject for the most part to the discipline of the market-
place. Any net deficit figure reported in the budget
represents the portion the Government is responsible for.
The Commission viewed reporting net figures as making it
possible to express Government expenditures as a proportion
of the total gross national product with less inconsistency
and double counting than otherwise possible through gross
reporting.

" We believe that, with the passage of the Congressional.
Budget Act, it is very important to analyze the trends and
impact of each major group of Government activities. 1In
the case of credit programs, it is necessary to track the
repayments and interest payments separately from the new
credit authority being used. This argues for reporting the
gross amounts. These figures can be adjusted for computing
the proportion of the gross national product.

1/The main statements include the functional tables in the
-budget, the concurrent resolutions on the budget, and the
scorekeeping reports. :
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At present, the impact of various programs on the bud-
get differs depending upon fund classification; similar type
programs can legitimately be classified differently. Not
including these outlays on a gross basis wmakes it unneces-
sarily cumbersome for the Budget Committees to determine
actual Government resources being spent and the impact
these resources have on the economy. Earmarked receipts
are just as spendable and have the same effect on the
economy as general taxes and revenues.

CONSISTENCY OF BUDGETAR¥ REPORTING

The Commission also stated that budget totals should
follow consistent rules based on the nature of the transac-:
tions as distinguished from the technical characteristics
of the funding mechanism. It pointed out the inconsistent
treatment of loan repayments and interest. 1In an effort
to alleviate this problem, the Commission set down a series
of rules. In brief, they can be summarized by stating that
the question to be asked in any case is whether the fee,
levy, or price charged by the Government has the primary
purpose of channeling the private demand for, and use of,
valuable resources of materials which the Government happens
to own. If the receipts are market-oriented or result from
the operation of business-type enterprises, they should be
netted. Taxes or fees that are incidental to requlatory
activities should be on a gross basis, even 1f legally ear- .
marked. -

_ We believe the situation today is much the same as the
. Commission found in that budget totals still do not follow
consistent rules based on the nature of the transaction as
distinguished from the technical characteristics of the
funding mechanism. Examples of this problem are discussed
in the "Inconsistent Classification of Funds" section of
this report. It is our opinion that the present rules for
netting of public enterprise receipts developed by the Com-
mission be changed. The most consistent method of budget re-
porting is on a gross basis. This recommendation does not
in any way alter present funding or appropriation arrange-
ments at the detailed program level.

The effect the change from reporting budget totals on
a net basis to a gross basis would have on functional totals,
using fiscal year 1977 as an example, is illustrated by the
following chart: : :
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EFFECT OF INCLUDING PUBLIC_ENTERPRISE REVOLVING FUNDS
IN THE BUDGET TOTALS ON A GROSS VERSUS_NET BASIS
BY FUNCTION FOR FISCAL YEAR 1977
(in millions of dollars)
Difference between
) gross and net
( Net outlays Gross outlays - outlays a/
(as presently | (as GAO recommends (amount change
No. accounted for accounting for would increase
Function accts. in_budget) in budget) budget totals) _
National defense "6 $ -7 s . 22 $ 28
International affairs 5 1,278 3,996 2,718
General science, space,
and technology - - - -
Natural resources, en- - .
vironment, and enerqgy 7 1,163 3,679 2,516
Agriculture . 4 352 6,347 5,995
Commerce and trans- : _ :
portation . ) 26 1.950 12,069 10,120
Community and regional _ '
development _ 15 1,348 3.433 , 2,084
Education, training, . :
employment, and :
social security 2 104 182 ) 79
Health o 5 26 104 78
Income security . 3 - =15 649 664
Veterans benefits and o
services 8 -403 950 1,353
Law enforcement and :
justice - - - -
General government -1 1 2
Revenue sharing and
general purpose
fiscal assistance 1 0 2,100 2,100
Multiple functions 1 * 101 101
Total budget accounts| 87 $5,810 $33,047 $27,837
Off~budget accounts 6 2,219 17,386 . 15,167 __
T Total 53 758,028 §51,033 [T 843,004

a/Difference between gross and-net outlays equals the receipts of .the
revolving fund. Functional figures may not add up to total budget
account figures due to rounding.

*Less than one million.
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Effect Changing from Net to Gross
Accounting Would Have on an Individual
Public Enterprise Budget Presentation

As stated throughout this report, we believe that for
the Congress to decide on budget totals and make priority
allocations among functions under the budget process, it must
. have complete information on the total (i.e., gross) levels of
Federal activities. On the following page are illustrations
.of two of several possible ways to reflect outlay amounts for
a particular program on a gross outlay basis and have that
gross outlay amount represent that fund's share of the func-
tional outlay ceilings set under the prov151ons of the Con-
gressional Budget Act.

The adoption of the concept of gross accounting for
public enterprise revolving funds, while not affecting the
appropriations process, will nevertheless have far reaching
conseguences for Federal accounting, budgeting, and score-
keeping systems. Details of implementing our recommendation
regarding gross reporting must be closely coordinated between
congressional committees, CBO, OMB, Treasury, and us. These
presentations, therefore, are for purposes of illustration
only and have not been verified with TVA or OMB.
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Alternative #2
(Treat Earmarked Receipts
from the Public as
Appropriated Revenues)

FY77 Est.
10 Total obligations . . . . § 3,082,857
Financing
Earmarked Receipts from
n fFederal funds . . . . . . . . . --387,720
14 Non-Federal sources . . . . . (deicte)
Unobligated balance available, start
- of period:
21.48 Authority to spend agency debt
' receipts . . . . ... .. . . -8,283,955
21.98 Fund balance . . . . ... ...
Unobligated balance ava1lable, end
- of period: "
24.48 Authority to spend agencv debt -
. receipts . . . . . 7,275,393
24.98 Fund balance. . ... ... .. - 6,191
27. Capital transfers: (pavments to Treas- \
: ury): _ 68,038
Dividend .- . . . ... . . .. ..
.Repayment of Government Invest-
ment . . v i e e e e e .. 20,000
Budget Authority 1,780,744
. Budget authority: _
40 Appropriation . . . . .. .. .. 121,185
48 Authority to spend.agency debt
receipts . ... ... .. ..
Authority to spend agency operating
__receipts from the public . 1,659,559
' Relation of ob1lgations to outiays
n Obligations incurred, net . . . . 2,695,137
: Obligated balance, start of period
72.48 Authority to spend agency debt
receipts . . .. .. ... 1,756,045
72.98 Fund balance . . . . .. .. 156,564
Obligated balance, end of period:
74.48 Authority to spend agency debt
) receipts . ... . . . . .. -1,764 ,667
74.98 Fund balance . . . .. ... 134,070
90 Net Outlays . . . . . .. 2,709,009
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Example of the Tennessee Valley Authority
Fiscal Year 1977

Current Net Treatment

Alternative #l
(Memorandum Entry Approach)

FY77 Est. FY77 Est.
10 Total obligations . . . . $ 3,082,857 10 _ ~ Total obligations . . . . $§ 3,082,857
Financing: Financing:
_ Receipts and relmbursements from: Earmarked Receipts from:
- N Federal funds . . . . . .. . .. -387,720 n Federal funds . . . . . . . o -367,720
14 Non-Federal sources . . . . . . . . -1,659,559 14 Non-Federal sources . . . . . . -1,659,559
Unobligated balance available. start Unobligated balance available, start
of period: of period:
- 21.48 Authority to spend agency debt 21.48 Authority to ‘spend agencv debt :
' receipts . . . .. .. .. ... -8,283,955 receipts. . . . . ... . .. .. -8,283,955
21.98 Fund balance . . . . .. .. ... 21.98 Fund-balance'.. . . . . . . . . .
Unobligated balance available, end of . Unobligated balance available, end
period: : .of period: :
24.48 Authonty to spend agency debt . 24.48 Authority to spend agency debt ‘
receipts . . . . . ... ... 7,275,393 receipts . . « .0 . oo . 7,275,393
26.98 Fund balance . . . . .. . . ... 6,191 24.98 Fund balance . . . . .. ... 6,191
27 Capital t;-ansfers (payments to Treas- 27 Capital. tr).‘ansf.ers (payments to Treas-
ury): : : ury _ _
Dividend . . . . . . . . .. ... 68,038 Dividend . .-. .. L . .. .. : 68,038
Pepayment of Governnient Invest- Repayment of Govemnent Invest-
ment . . . . . .. . .0 ... 20,000 ment . . . ... .. C e e e 20,000
Budget Authority 121,185 " Budget Authority . 121,185
Budget authority: Budget authority: : _
40 Appropriation . . . . . . . ... .. 121 185 40 Appropriation . ... . . . .. .. . 121,185
48 Authority to spend agency debt 48 Authority . to-spend agency debt ' :
receipts . . . .. .. ... ... rece1pts e e e e e e e e e
Relation of obligations to outlays: Re]atfon of obhgatlons -to outlays: o :
n Obligations incurred, net . . . . . 1,036,578 n * Obligations. incurred, net . 1,036,578
Obligated balance, start of period: ' ' Obligated:balarice, start-: of period: :
72.48 Authority to spend agency debt 72.48 Authority-to spend: agency debt
, receipts . . . . . .. .. .. 1,756,045 : '. receipts-. . . . .. .. . 1,756,045
72.98 Fund palance . ... .. ... 156,564 72.98 Fund balance . . . . . . .. 156,564
Obligated balance, end of period: . -Obligated- ba_lance. end of .period:
74.48 " Authority to spend -agency debt 74.48 "~ Authority to:spend agency debt - -
receipts . . . . .. .. ... -1.764.667 receipts . ... . . . . .. -1,764,667
74.98 Fund balance . . .. . . .. .. 134,070 74.98 Fund -balance . . . . . . .. -134,070
90" Qutlays . . . . . .. .. ... 1,049,450 90 . : Net OutI ays ... 1,049,450
\ Total - Earmarked Recefpts. . . . . . . 2,047 279
Gross Qutlays. . . . .. ... . - 3,096,729
Receipts from Federal Funds . . - '

Functional Qutlays . . . . .. . - 2,709,
Receipts from non-Federal '
SOUPCeS . . . . ¢ 0 s s e s e - 1,650,559
Outlays . . . « v v ¢ = « o & 2,709,009







APPENDIX II - - APPENDIX II

NEW REVOLVING FUNDS AND OTHER CHANGES
APPEARING IN FISCAL YEARS 1975, 76, and 77 BUDGETS

The annual submission of the President's budget docu-
ments to the Congress is accompanied by a letter from the
Director of the Office of Management and Budget to the
Chairmen of the Approprxat1ons Committees notifying them
of major changes in the new budget from the previous
year's budget. Excerpts from letters for fiscal years 1975
to 1977 (dated February 12, 1974; February 12, 1975; and
January 26, 1976, respectively) which deal w1th revolving
funds are as follows.

BUDGET FOR FISCAL YEAR 1975

"Two existing revolv1ng funds in the Bureau of Indian Affairs
(Interior) are shown in a consolldated schedule. The
‘Revolving fund for loans' and 'Liquidation of Hoonah Housing
Project revolving fund' are combined for purposes of budget
presentatlon. : '

"A new 'Federal bu1ld1ngs fund' in the General Services
Administration (GSA) will begin operation in 1975, under the
provisions of Public Law 92-313. All aqenc1es ‘occupying
space controlled by GSA have included in thelr estimates

for 1975 an amount for rental of such space. ' The rental
payments are shown as outlays from the various agency ac-
counts and as credits to the_fund. No business-type state-
ments are shown for the fund, since there has been no
operating experience and projections would necessarily be
highly tentative at this time.

"Two revolving funds for Health Maintenance Organizations
(P.L. 94-222) will appear in future years under DHEW. No
schedules are shown for the funds in this budget because
DHEW had not yet had an opportunity to plan their opera-
tions.

"In the Department of Housing and Urban Development, the
activities of the 'rental housing assistance fund' had pre-
viously been 1ncorpo:ated in the schedule for the account
‘Housing payments.' This year the budget presents the re-
volv1ng fund separately and includes buslness-type state-
ments."”

FISCAL YEAR 1976 BUDGET

"Schedules for seven new revolving funds appear within the
budget this year: _
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~--0ffshore Shrimp Fisheries Fund (in Commerce),
established under Public Law 93-242. Business-type
statements are not printed for this fund despite its
classification as a public enterprise fund, because
its operation is similar to that of a reqular appro-
priation account. .

--Health Maintenance Organization Loan and Loan
Guarantee Fund (in DHEW), establlshed under Public
Law 93-222,.

--Bonneville Power Administration Fund (in Interior),
established under Public Law 93-454.

--Indlan Loan Guaranty and Insurance Fund (in Inter1or),
estab11shed under Public Law 93 262,

--Bducation Loan Fund (in the Veterans Admxnlstrat1on),
establlshed under Public Law 93-508.

--Lease Guarantees Revolving Fund, and Surety Bond .
Guarantees Revolving Fund (both in the Small Business
Administration), established under Public Law 93-386
as successors to the former Lease and Surety Bond
Guarantees Revolving Fund.

"Pursuant to Public Law 93-289, the Veterans Special Life
Insurance Fund was reclassified from a public enterprise
fund to a trust revolving fund, effective May 24, 1974.
This was based on the consideration that the fund now re-
tains all excess earnlngs or returns them to the pol1cy--
holders; thus there is no longer any Government equity in
the fund. -

"In the Funds Appropriated to the President chapter, trans-

‘actions of the former Alliance for Progress-Development

Loans Fund are merged with the Development Loan-ReVOIV1ng
Fund, beginning in 1974.

"The Housing and Community Development Act of 1974 removed
the transactions of the Housing for the Elderly or Handi-
capped fund (in HUD) from the budget totals. It is shown
as an off-budget Federal fund, beginning September 1, 1974."

FISCAL YEAR 1977 BUDGET

"The 1577 Budget includes the follow1ng new revolving

- funds:

106



i e ot - g g . g e < i a

APPENDIX II ' ' _ APPENDIX II

--0ffice of the attending physician (House of Represen-
tatives). No budget schedules appear for this fund.

--Emergency homeowners' relief fund (HUD), established
' under P.L. 94-50. Business-type statements are not
printed at this time since the appropriation provides
standby authority that is not anticipated to be needed
in 1976, the transition quarter, and 1977.

--Working capital fund (Justice), established undet
P.L. 93-643. :

--New York City seasonal financing fund (Treasury), es-
tablished under section 8(a) of P.L. 94-143, to provide
short-term loans to New York City during periods when
the city's outlays exceed income from loans and in-
vestments must be covered directly 1nto the general
fund of. the Treasury.

-~Construct10n services fund (GSA), re-established
pursuant to language in the Treasury, Postal Service,
and General Government Appropriations Act, 1976.

-~Export-Import Bank of the United States fund is in-
cluded within the ‘budget totals commencing in 1977 as
a result of the enactment of the _Export-Import Amend-
ments of 1974, .

-~Harry S Truman Memorial Scholarship trust revolving
fund, established under P.L. 93-642, as a trust revolv-
ing fund pursuant to Section 10 of that Act. We do not
print a business-type statement for this fund due to its
relatively small level of activity and routine nature.

“There have been hame changes for two revolving fundé. The

| Housing guaranty fund (FAP) was changed to Housing and other

credit guaranty programs; and the Economic Opportun1ty loan
fund (Agr1cu1ture) was changed to the Community services loan
fund."
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- ANALYSIS OF RECEIPTS AND OUTLAYS
OF SELECTED INDIVIDUAL PUBLIC ENTERPRISE
REVOLVING FUNDS

As discussed in this report (p. 29), several individual
public enterprise revolving funds show wide and very unpre-
dictable relationships between the funds' receipts and
their outlays. The following explanation as to why these
fluctuations occurred were obtained from OMB examiners. _
We did not study these examples on an indepth basis and we
- did not verify the information presented here.- :

The Government National Mortgage Association—--
receipts decrease while outlays increase

'The following is a l10-year graph showing the fluctua-
tions between the receipts and gross outlays for the Govern-
ment National Mortgage Association (GNMA) account.

BILLIONS OF DOLLARS
7

OUTLAYS

n 7 3 74 ™ 7 n
FISCAL YEARS .

108




APPENDIX III S o -~ APPENDIX III

Between fiscal years 1973 and 1975, the receipts of the
Government National Mortgage Association decreased by about
$1 billion (33 percent) while the fund's outlays increased
over $2 billion (100 percent). The reasons for these changes
were, according to OMB, as follows:

For GNMA there are predominately two objects of outlays--
purchases of mortgages and Treasury financing costs associated
with borrowing authority and two sources of receipts--sales
of mortgages and repayments on mortgages. GNMA was designed
to serve as a subsidy program (outlays greater than receipts)
with losses being met with appropriations or borrowing author-
ity. In fiscal year 1973, however, receipts were abnormally
high and rose above outlays due to a one-time sale of Federal
assets. Many of these assets, totaling $694 million, dated
back to World War II or earlier. Therefore, much of the '
decline was reducing to the normal level of receipts. Also,
receipts tended to be lower than normal during fiscal years
1974 and 1975 due to tight market conditions at that time.

This substantial increase in outlays over this period
was due mainly to the passage of two pieces of legislation--
the Emergency Home. Purchase Assistance Act of 1974 (authorized
for $7,750 million) and the Emergency Housing Act of 1975
(which increased the authorization for the Emergency Home
Purchase Act of 1974 by $10 billion). As to be expected,
outlays were much greater than receipts as the programs first
began operations. To illustrate, the Special Assistance
Functions Fund, where new programs are accounted for along
with other programs, had net outlays of $41.8 million for
fiscal year 1974. The fund's outlays for fiscal years 1975
and 1976, which reflect the impact of this legislation,
1ncreased to $2,180 million and $511 m111ion. respectively.

The Commodity Credit Coroorat1on (CCC)—-

receipts decrease while outlays decrease more

:CommodltY'Credlt Corporation's receipts and gross
outlays for the last 10 years are illustrated by the follow-
ing graph.
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Commodity Credit Corporation's receipts declined $1.6
billion between 1973 and 1974 but outlays for the same period
dropped $3.9 billion or almost 2-1/2 times as much. Between
1974 and 1975 receipts again dropped about $1 billion while
gross outlays dropped $1.5 billion. The reasons for these
changes, according to OMB, were as follows.

Complex and unpredictable factors, such as the weather,
demand for food here and abroad, market exchange rates, and
legislation affect the relationship of receipts to outlays
for CCC. For instance, if the weather is poor overseas and
foreign production is down, the demand for U.S. farm com-
"modities is up. CCC outlays to support U.S farm commodities
would decrease as a result. CCC outlays had remained rela-
tively constant through fiscal year 1972 due to stable market
conditions. 'Outlays increased from 1972 to 1973 due to im-
plementation of a new disaster support program. Subseqguently,
outlays have decreased due to high demand for U.S. agricul-
tural products overseas. CCC receipts come from commodity
loan repayments, sales of commodities that CCC owns, repay-
ment of export credit sales, and numcrous other special acr
tivities. 1In general, when market prices are bigherlthan
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loan prices, the loans are repald. Outlays will always be
higher than receipts, however, because this is basically a-
subsidy program.

The Farmers Home Administratjon_ (FmHA)--
recelpts decrease and increase
while outlays increase

A 10-year graph of the receipts and outlays for the
Farmers Home Administration is below.

& ® o n 72 713 M4 7 % 77
FISCAL YEARS

In the case of Farmers Home Administration revolving
fund, between fiscal years 1973 and 1974 receipts declined
almost $1 billion (about 20 percent) while outlays increased
$800 million. In 1975, receipts increased by $4.5 billion
(over 100 percent) and outlays grew by $1.8 billion. The
reason for these changes, according to OMB, were as follows:

. FmHA administers five pub11c enterprise revolving funds, .

the largest of which is the Rural Housing Insurance Fund.
FmHA operates primarily by making or guaranteeing loans to
farmers and rural homeowners, local agencies, and nonprofit
organizations, after which certificates of beneficial owner-
ship on ‘the notes are sold. Loan agreements with rural bor-
rowers provide for interest rates below what is available
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from the commercial market. An explicit subsidy is involved
in that FmHA agrees to pay interest to institutions that buy
- the certificates at a rate greater than the interest received
from rural borrowers. FmHA now sells the certificates ex-

- clusively to the Federal Financing Bank.

FmHA receipts are from repayments of loans by borrowers
and sales of certificates of beneficial ownership, while the
sale of loans by FmHA tends to correspond with the level of
loan commitment; the receipts from loan repayments are de-
pendent upon economic conditions. At the present time re-
ceipts are low due to the fact that 21 percent of repayments.
on loans to FmHA are either late or delinguent.

There has been a substantial increase in outlays due to
the rapid growth in total amount of loans and interest sub-
sidies starting in fiscal years 1973 and 1974. Much of this
growth is attributable to new programs added by the,Rural
Development Act of 1972. Most of the $175 million in losses
projected for fiscal year 1977 is due to the dlfference in
interest charges. .

Fore1gn assistance programs--
comb1nat1ons of decreases and increases

The graph that follows shows the different changes in
the relationship between receipts and gross outlays for the
foreign assistance account over a l0-year period.
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For foreign assistance programs between fiscal years
1973 and 1974 the receipts grew by about 30 percent while
outlays decreased 23 percent. However, between 1974 and 1975,
receipts increased 50 percent and outlays increased 20 per-
cent. The reasons for these yearly changes, according to OMB,
were as follows. _

The Funds Appropriated to the Pre51dent. Fcreign Assist-
ance category is made up of several separate funds, the
largest of which is the Development Loans revolving fund.

The object of outlays for this fund is for loans to be made
to friendly countries to promote economic growth. The source
of receipts is the repayments of loans plus interest.

Receipts have increased 81gn1f1cant1y in this category
during the last several years due primarily to the repayment
of loans which were made during the late 1950s and early 1960s
under the Mutual Security Assistance Program. Loans were
made for 20- to 30-year periods with a 10-year grace period
after which repayments commenced. Receipts after fiscal
year 1976 drop sharply due primarily to limitations put on
the fund by the Congress that all receipts from the program
.are to be returned to the Treasury (see p. 81). At present
all tece1pts to the fund are appropriations. .

Gross outlays decreased by 23 percent in this category
from fiscal year 1973 to 1974 due to several factors: (1)
the Agency for Interhational Development went through all of
fiscal year 1973 on a continuing resolution which tended to
depress the level of activity for the program, (2) large
assistance recipients such as Brazil and India were phased
out of the program, (3) beginning in 1974, the Alliance for
Progress was financed from the Development_Loans-revolv1ng
fund, and (4) the nature of loans changed from commodity
aid to small project aid. The change in the nature of loans
slowed activity for a short time. Once the change was com-
pleted, however, outlays tended to rise.

The Small Business Administtat1on (SBA)~--
receipts increase while outlays decrease

The trends in the Small Bus1ness Administration's
receipts and gross outlays over a 10-year period are shown
below.
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SBA's revolv1ng fund increased its receipts by about
10 percent between fiscal years 1973 and 1975 while during
the same period the fund's outlays decreased 38 percent. The
reasons for these changes, according.to OMB, were as follows.

The Small BusineSs'Administration administers four

public enterprise revolving funds, the largest of which are -

the Business Loan Investment Fund and the Disaster Loan Fund.
Outlays are loans to small businesses and the interest SBA
pays to borrow the funds. Receipts are repayments of the
loans by borrowers plus interest. The shifts of receipts

- versus outlays for SBA, especially between fiscal years 1972
and 1976, are due solely to fluctuations within the Disaster
Loan Fund.

Outlays for the Disaster Loan Fund were abnormally high
in fiscal year 1973 due to the high level of disaster loan
approvals by SBA in the wake of Hurricane Agnes. The follow-
ing chart shows the impact this natural disastet had on the
financial activity for thls fund. _
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Disaster Loan Approvals
~ Direct and Immediate Participation -
For Fiscal Years 1968 to 1976
(in millions of dollars)

Fiscal year . Number ' Gross  sBa share
1976 20,652  § 177.6 $ 176.8
1975 10,395 243.2 - 241.5
1974 | 51,045 370.0 369.3

/1973 /214,987 a/1,522.2  a/1,521.7
1972 93,324 . 324.9 324.3
1971 . 57,401 299.3 . 2992
1970 17,009 .. 174.1 | 174.1
1969 2,113 21.9 21.8

1968 14,129 '109.4  109.0
g/Underscoring supplied. |

Thus, the decrease in outlays by 38 percent between
fiscal years 1973 and 1975 is due to a reductlon from an
abnormal high to normal activity.

SBA receipts during fiscal years 1973 to 1975 increased
by 10 percent due to repayments from loans made in previous
fiscal years plus some repayments of disaster loans. Receipts
were expected to be greater during fiscal year 1974; however,
the level of repayments was affected by the economic reces-
sion. PFurthermore, receipts would have been even higher in
fiscal year 1976 from repayments of disaster loans but the
Congress forgave the debts of the Hurricane Agnes borrowers.
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CHARTS ILLUSTRATING DISTRIBUTION

OF REVOLVING FUNDS -

DISTRIBUTION OF REVOLVING I

APPENDIX IV

*Less than one million

a/:
= Includes Management Funds.
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BY AGEMCY FOR FISCAL YEAR 1977
(in millions of dollars
Agency Public Enterprise lutragovernmentali/ Trust. Revolving
No. 13ross No. No. Gross
Accts.| Receipts]vatlays] Accts.,) Acctsd ReceiptsjOutlays
Ceégislative Branch )
Judiciary
Executive Office of the President .o
Funds Appropriated to the President & As 535 P a7 ] 3 7 7
Department of Agriculture 7 12,734 12,666 L) 126 127 1 24 24
Degpartment of Commerce 7 7% 33 7 165 167
Department of Defense-Military 3 6 11 §13 31,853 | 30,715 1 13 190
Department of Defense-Civil 1 309 306 1 94y 946 1 " Co-
Department of Health, Education,x Welfare| 7 157 287 |10 300 301
Department of Housing & Urban Developwent] 15 4,420 6,622 2 52 51
Department of Interior 8 478 603 12 90 92
Department of Justice 3 84 84 1 9 =
Department of Labor 3 99 99
Department of State ’ . 2 17 17
. Department of Transportation ] 55 1,643 4 167 164 2 5 52
Department of Treasury 4 2,101 2,101 4 130 13% 1 ™ N3
Environmental Protection Ageancy )} 1 :
Energy Research & Development Agency * .
General Services Administracion 3 3 2 7 3,457 3,429 1 0 o
Veterans Administration ) 8 1,353 950 3 421 431 1 87 2
Other Independent Agencies 13 5,602 7,925 2 46 I 45 5 4,670 3,442
Total Budget Accounts 87 [$27,837 [833,647 | 84 37,058 [§37,472. |14 $5,080 | $3,353
Of f~Budget Accounts 6 |si5,167 I:n.ssa 2 s 4,135 L12,97o
Total 93 |s43.oo4 lssx,osa 86 —‘941,7931550,448
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DISTRIMUTION OF REVOLVINC FUNDS

i
; ) . . BY_FUNCTION FoR II;E YEAR 1977
i : . _ ~ . in millions of dollars

i Function Publiv Enterprise lntngoveramentul/ Trust Revolving
i ) .
i . No. Gross No. Gross No. . 3r08S '
i . Accts.Raceipts Outlays Accts. Receipts Outlays
National Defense _ 6 (§ 28 22 13 [ 830,859 [830,715 1 3193 |8 196
International Affairs s 2,718 3,996 6 34 34
General Science, Space, & Tech. 1 5 4
Natural Resources, Environment, & Energy 7 2,516 3,679 14 1,088 1,083
Agriculture 4 5,995 6,347 1 53 53 1 24 24
C ce and Transportation 26 | 10,119 | 12,069 i1 329 . 328 4 920 203
Comsunity and Regional Development 15 2,084 3,433 4 73 72
Education, Training, Employment, & Soc. Sec. 2 79 |, 182 8 168 1 1 1
Health s 78 104 8 211 | 18 2 Jz,9% |2,013
Income Security 3 664 649 3 25 25 1 859 401
Veterans Benefits and Services 8 1,353 950 2 421 . 431 2 a8 42
Law Enforcement and Justice : 3 84 84 1 9 9
General Government 4 2 1 12 4,311 4,262 1 [ [
Revenue Sharing & Gen. Purpose Fiscal Asst. 1 2,100 2,100
Multiple Functions 1 101 101
Total Budget Accounts 87 *27.337 *33.647 84| $37,058 | $37,472 14 ps,oso #3,353
] i Off-Budget Accounts 6 195,167 rl'l,tub 218 4,135 | 42,97 -
Total ) 93 [$43,004 Ps1,033 86 | 841,793 |$50,448 . 14 |85,080 |83,853
; &/ Iacludes Menagement Funde. ’
o
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DISTRIBUTION OF REVOLVING FUNDS

FOR_FISCAL YEAR 1977
(in millions of dollars)

APPENDIX IV

Public Enterprise Int: Vi n vol t |
. No. Gross | No. Gross | ¥o. ) Gross
House Authorizing Committee Accta, _bceipulmtlﬂ Accts.)] ReceiptelOutlayslAcots.| Receipta|Outlays
Agriculture Committee 6 $ 6,840 |s 6,412 4 $ 136 4s 13} 1 $ 2418 24
Armed Services Cormittee 2 L L 13 30,859 | 30,716] 2 193 196
Banking, Currency and Housing Committee 27 15,329 { 17,979 5 113 112| 2 915 161
Budget Committee )
District of Columbia Committee : :
- Bducation and Labor Committee 3 a1 8Ly 7 107 108] 1 1 1
Government Operstions Committee 6 2,115 2,0981 1 6 6
Mdministretion Committee 2 688 674
Interstate and Yoreign Commerce Committee 6 126 155} 10 324 324
Interior and Insular Affairs Committee 10 K78 605{ 10 100 102
International Helations Committee - S 535 L9s| 5 - a a
Commaittee on Atomic Energy (House). 1 1 0
Judiciary Committee 1 .0 * 3 83 831 1 9 9
Morchant Marine and Pisheries Committee 7 35| 33 b ey 871 1 5 5
Select Committee on the Outer Continental Shelf )
Post Office ard Civil Service Committee 2 103 1031 3 3,840 3,373
Public Works and Transportation Committee 6 2,106 4, 717| 6 2,498 2,4801 1 0 47
Rules Committee
Small Business Committee . "k 662 | 1,031
Science and Technology Committee 2 8 7
Unassigned :
Vetorans' Affairs Committeo 8 1,35, 91| 2 L22 4311 1 87 y2
Vays and Means Committee 1 1 1l 3 ©o3 32
Total Budget Accounta®/ 87 |s27,837 1833,647| 84 |837,658 Je37,472| 4 ] 95,080 | 43,853

fLess than one million
e’ Includes Mansgement Funds.

Authorising committes receipt and gross outlay figures may not add up to total buiget mouﬁt figures:

due to rounding.

11-3'_



APPENDIX IV | APPENDIX IV

F
Non-Revolyi )
ITHIN ToE RARIRRRRTR, Funp cATEGORY
BY AGENCY FOR FISCAL YEARS 1975, 76, AND 77
Fiscal Year 1975 \L Fiscal Year 1976 Fiscal Year 1977
N \

i Total Management Funds Managament Funds ,{ Total Management Funds

¥o. ¥o.

; ~_Agency Accts. _ Wo. | _¥o. 2 Accte. Mo. 2
Legislative Branch 2 1 50 1 50 2 1 50
Judiclary ) ) 100 1 100 0 0 -
Executive Office to the President 4 4 100 3 3 100 0 0 -
Funds Appropriated to the President 3 2 66 3 2 66 3 2 66
Department of Agriculture 8 5 63 6 4 66 ' 2 66
Department of Commerce . n 9 82 8 6 75 7 5 - n
Departmenit of Defense--Military 13 3 2 13 3 rx] 13 3 2
Department of Defense--Civil 2 1 50 2 1 50 1 0 -
Department of Health, Education, and

Melfare 14 10 n n ? 64 10 6 60
Department of musim and: Urban 3 2
Development 66 3 2 66 2
Oepartment of Interior 3 12 2 13, 12 92 12 l} gg
_Department of Justice 2 1 50 3 1 33 3 1 13
Department of Labor 5 4 80 5 4 80 5 4 80
Departaent of State 2 1 50 B 50 2 1 50
Department .of Tnnsmtion 5 2 40 5 2 40 4 1 25
Departaent of Treasury 4 1 25 4 1 25 4 1 25
Enargy Resserch & Developmeat Ageacy 0 0 - 0 0 - 0 0 -
General Services Adatmistration 8 3 38 9 3 33 7 1 “
National Asrcasutics & Space ‘Admin. 0 0 - 0 0 - 0 0 -
Veterans: Administration ) 2 1 $0 2 1 50 2 1 50
hvuc‘—-ul Protaction A.-q ; = ; lg ; : 100 0 -0 -
Other Independent Agencies : T £ g
Yora) w0 T a T wr—t—w——s—u—1 %
of -] t 1 0 em - 0 . ame 0 —
"'ﬁﬁ'ﬁ_ : LI 70 ™ T % | 55 "'é 4] 50
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LISTING OF REVOLVING FUNDS
BY AGENCY
SHOWING DESCRIPTION, STATUTORY AUTHORITY, -
AND VOLUME OF BUSINESS
(AS OF JANUAKY 1976)

The source for this listing is "The Budget of the U.S.
Government" for fiscal year 1977 and its "Appendix." The
number of revolving fund accounts used in the listing was
obtained from the OMB computer tape of the fiscal year 1977
budget documents (as of January 1976). . Although an updated
OMB budget tape (as of June 1976¢) was available. we were un-
able to use it due to a difference in format from the January
budget tape. Some information needed for this lxstzng was not
included in the June update.

OMB, as part of its account identification code, uses a
number to identify the different types of fund accounts on
the computer tape. Through fiscal year 1977, numbers 3, 4,
or 8 in position 10 of the identification code. indicated
pub11c enterprise revolving funds, intragovernmental revolv-
ing funds, and trust revolv1ng funds, respectively. An
l1-digit code was used in the fiscal year 1978 budget with
the pertinent digits appearing in position 8. The accounts
used in our listing were obtained from computer runs of those
. acccunts coded 3, 4, and 8. : _

The other criteria in obtaining this listing was the
amount of dollar transactions. If a revolving fund account
had any transactions, no matter how small wlthin the fis-
cal year 1t was counted.

The source for statutory authorxty and congtessional

committee responsibility is the Congressional Budget Office.
House and Senate committee codes are as follows.
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HOUSE
AGR - Agriculture
ASE - Armed Services
BCH - Banking, Currency
. .and Housing
BUD - Budget
DCO - District of Columbia
ELA - Education and
Labor )
GOP - Government Opera-
tions
HAD - Administration
IFC - Interstate and
Foreign Commerce
IRE - Internaticnal KRe-
lations
JAE - Joint Committee on
Atomic Energy
JUD - Judiciary
MMF - Merchant Marine
and Fisheries
OCS - Select Committee
on the Outer
Continental
Shelf
POC - Post Otfice and
) Civil Service
PWNT -~ Public Works and
Transportation
RUL - Rules
SBU - Small Business
STE - Science and Tech-
nology
UNA - Unassigned
VAF - Veterans® Atfairs
WME - Ways and Means
1/The
T 1lst session.

ASS

AFO -

ASE

JAE -

BHU

BUD
COoM
DCO
FIN
FRE
Gop

1IA :

Jup
LPw

POC

PWK
RAD

VAF

SENATE

{94th Congress)

- Aeronautical ana Space

Sciences
Agriculture ana torestry
Armed Services =
Atomic Energy (joint

standing) :
Banking, Housing and

Urban Affairs
Budget
Commerce
District of Columbia
Finance
Foreign Relations
Government Cperations
Interior arc¢ Insular

Affairs

Judiciary

Labor and Public wel-
tare '

Post Office and Civil
service

Public Works

Rules and Administra-
‘tion

Veterans' Affaics

APPENDIX V.

SENATE
(95th Congress) 1/

Agriculture, Nutrition. and
Forestry

Armed Services

Banking, Housing, and Urban
Atfairs

Budget .

Commerce, Science, and Trans-
portation (includes space)

Energy and Natural Kkesources

Environment and Public works

Finance

Foreign Relations

Governmental Aftairs (1ncludes
Government operations ‘ana
post office)

Human kesoutces (includes
labor and public wellare)

Judiciary

Rules and Administration

~ Veterans' Affairs

Senate committee Structure was reorganized beginning with the 45th Congress

5 Senate committee codes used in this appendix are for the %4th Con-
gress which correspond with FY 1877 data used in this report.

The new Senate

committee structure is listed here to aid in identifying Senate committee re-

sponsibility for FY 1978.
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LISTING OI' REVOLVING FUNDS
BY AGENCY
SHOWING DESCRIPTION, VOLUME OF BUSINBSS,
AND GOVERNMENT EQUITY

PUBLIC ENTERPRISE FUNDS

(AS OF JANUARY 76) Statutory Authority/
) ’ Pudblic Law
House Comeittee
Agency and Fund Title Description ' fenate Cormittee
FUNDS APPROTRTATED TN THE PRESIPENT Provides funds for making loans and grants up 89-4
Appalacliian Regional Levelopment to 80% of the preliminary cost of planning PWT
Programs a project and obtaining an insured loan under PWE
Appalachian Housing Fund section 221 of the National Housing Acts.
04-02-4190-0-3-452
International Security Assistance The foreign military sales fund terminated and 90-137
Liquidation of Foreign Military the assets were transferred to this account IRE
Sales Fund - to be available soiely for the purpose of ¥RE
04-09+4117-0-3-052 discharging outstanding liabilities and

obligations arising from credit agreements
and guaranties issued prior to June 30, 1968.

- International Development Assistance The corporation encourages the participation 87-195
Overscas Private Investment of U.S. private capital and skills in the IBE
Corporation ) . economic and social development of less - . FRE
4-12-4030~0-3-151 : developed friendly countries. Its primarcy

programs are (1) political risk insurance
against losses due to expropriation, incuverti-
bility, and war damage; and (2) investment
financing through loans and loan guaranties.

Inter-Americen Foundation The foundation supports self-help efforts in Rim
04-12-4031-0-3-151 the developing nations of the Western Hemisphere )
o and stimulates widened popular participation BU
in the developmsnt process.
Development Loans——Revolving Development loans are made to ' 67-198
Fund friendly countries to promote e
04-12-4103-0-3-151 economic growth. Repayable FRE

in U.S. dollare at an
interest rate of not less
than 3% per anmum. Bepay-
mente are to begin not later
than 10 years following date
on which funds are lent.
During initial 10-year period
the rates of inteyest are not
to be lower than 2X per anmum.

N

Housing and Other credit Guaranty Housing gu'annties are extended to assist 87-195
Prograns developing nations in the formulation IRE
04-12-4340-0-3-151 "and execution of sound housing and PEE

community development policies. The
program was established originally in
Latin America and extended to include
Asia and Africa.

IEPARTMENT OF AGRICUIAURE Consists of repayments on loans 75-4L30
PFederal Crop Insurance Corp. ‘made by PmHA intended to AGR
Limitati~n on Administrative improve the income of low AXO
and Operating Expenses income rural residents and

05-63-4,085-0-3-351 " rural cooperatives. No new
o loans have been made since
aiddle of 1971.
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Btatutory Authority/

Public law EY 1977
House Committee fe g!'::l
Agency and Fund Title - Desoription . Bapaie Comnittee lecelpty ays
ency and Fund Title ] lm'__x_,
OBPARTMENT OF AGRICULTURE . Stabilizes, supports, and protects farm 83-4,80 3,504 3,427
Comandity tredit Corporation income aml pricess helps majntain bale
Price Suppert and Related Programs anced and adequate supplies of agricultural AFO
Reimbursement for Net Realized commodities, their products, foods, and
Losses . fibers; and helps in their orderly
05-66-4336-0-3-351 disteibution.
Farmers Home Administration The FoHA continues to service - 88-L52 2 2
Community Servicee Loan Fund ' loans which amounted to - ELA
05-75-4005-0~3-4452 © $27 million outstanding on L
. - . : June 30, 1975.
Agricultural Credit Insurance Insures farm ownership loans, soil and i 87-128 2,348 2,004
Fund . ) water loans, and recreation and associa- AGR
05-75-4140~0~3-351 : : tion loans., AFO
Rural Housing nsurance Pund Insures rural and farm labor housing loans 89-117 3,914 5,461
05'75-4141_-0-3-1-01 : S and louns for rural rental housing. BCH '
Rura) Develomcnt Insurance Pund ?rovxdeu ‘for transfer of assets and B 87-128 84S 893
05—75—&155-0- =452 . _ liabilities of Agricultural AGR
. credit’ insurance fund applicable AFO
~ to loans for water systems and
. waste disposal facilities to th:.s
fund. Is used to ineure or -
guarantee loans for water systems
and waste diaposal facilitiee, -
development of rural business,
comminity facilitiee, pollution
" abatement, and economic improve-
ment in rurel areas. . -
Self-help Housing Land . The fund. makes loans to publxc or private 90-LL8 0 .
Development Fund ] nonprofit organizations for the acquisition BCE
05-75-4222-0-3-401 - and development of land as building sites BHU
: to be sutdivided and sold to eligible :
families, non-profit ormlutlonl tnd co-
opeuuve..
NEPARTMENT OF 'OMMERCE ) Makes long-term, low-interest-rate lonmas 39-13C . 51 : 26
i.conomic Development Administration from the develnpmeut facilities and PP
teounmic wvelnppent Revolving o dmdestrial development lega and goarans K
Fond : o tees appropriati s’ Revenues and prin-
(halagqhetaagsy ‘cipal repayments frin loans made under
K the Area Redevelopnent ‘et aml the Pablic
Works amd Leonomic Develaprent Act are
depnsited inta the fuwl, -
National Oceanic and The provcran privides for teans teo vessel 8L4-102k 1 1
Atmospheric Administration operators who, becanse of the high risk ' MMEF :
Pisheries Loan Fund Co associated with some commercial fishing, coM
06-48-4317-0.3-403 . could not obtain commercial loans at
' reascnable rates for financiug or re-
financing the cost of mirchasing or
constructing, cquipping, =aintainime,
repairing, or operating new or used
‘commercial fishing vesscls or gear,
Fishermen's Guaranty Pund The fund provides for payment to vessel . 43-680 * .
)6-48-4318-0-3-403 owtiers and crews to compeusate for certain MF )
financial losses sustained as a result COM

cf foreign seizures of American fishing
vessels found within 200 miles of their
coasts.
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APPENDIX V APPENDIX V

Statutory Authority/
. Public Law
. House Committee
Description : Senate Comyittee

FY 1977
Gross
Receipts Outlays
-~<in millions---

Agency and Fund Title

DEPARTMENT OF COMMERCE
Federal Ship Financing Pund,

* » :
Fishing Vessels fishing vessel mortgage insurance M
00-48-4417-0-3-403 program are deposited in this fund for coM !
use in cage of default. Proceeds from !
sale of collateral are also deposited
in the fund. :
Maritime Administration Insures construction loans and mortgages T4-835 24 5
Federal Ship Financing Pund on vessels engaged in the foreign and domese MMF |
06-701=4401-0-2-400 tic commerce of the Inited States. oo™ |
. |
War Risk Insurance Revolving Insures against loss or damage from marine T4-835 1 « :
Fund - war ricks when conmercial. insucance can- MMF ;
06-70-4302-0-3-406 not Le obtained on reasonahle terms and coM i
conditions . ! :
i
Vessel Operations Revolving Pund Provides {unds to finance operation, reac- 74-835 * * i
6= ,0-4303-0-3-400 tivation, deactivation, aund charter of . 14
: Government, owned or controlled cargo- coM
type vessels. It is also used for financ-
ing the operation of Governmenteowned exe
perimental vessels, !
DEPARTMENT OF DEFENSE~<MILITARY The fund finances a program for reducing the 89-754 4 9
Family Housing losses of military personnel and civilian BCH
flomeowners Assistance Fund, employees incident to disposition of their BAU
hefense one- or two-family dwellings when military
07-30-4090-0-3-051 installations are closed or when reductions
in the scope of operations are ordered.
Revolving and Management Funds Used for revenue and expense resulting from 84-1028 2 2
Launcry Service, Naval Academy operation of the Naval Academy laundry ASB
07-40~-4002-0-3-051 ' ASE
e 87-651 1 1
Defense Production Guarantees BCH
) BHU
07-40-4080-0-3-051
DPEPARTMENT OF DEFENSE.--CIVIL The Panama Canal Company is & wholly owned 1-841 309 307
_ The Panama Canal Government corporation whose primary purpose MMF
Corporation: Panama Canal is maintaining and operating the interoceanic ASE
Conpany Fund canal at the Isthmus of Panams, together
08-25-4060-0-3-406 with its essential supporting operations,
DEPARTMENT OF HFALTH, EDUCATION, AND Pinances certification of batches of 86-618 ? 7
WELFARE ] antibiotics, insulin, and color additives we
Food and Drug Administration for use in food, drugs, or cosmetics. ] ;
Revolving TFund fFor Cectification ' :
and Other Services
W9 -11.4309-0-3-553
Health Services Administration - Direct loans will be scld to the 93-222 33 30
Bealth Maintenance Organization Federal Pinancing Bank to IFC
Loan and Loan Guarantee Pund provide funds for new loans LW

09-15-L435-0-3-551

Premiums and fees collected under the

vhich will be guaranteed.

In 1975, $35,000,000 was
appropriated to the Health
Sarvice Administration as
capital for the revolving fund.
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Agency and Pund Tit)

DEPARTMENT OF ERALTH, EDUCATION
AND WELPARE

Health Resources Admin{stration
Nurse lraining Pund

09-35-4306-0-3-552

Health Education Loans
09-35-4307-0-3-5352

.Medical Facilities Guarantee
and Loan Fund
09-35-4430-0-3-554

Office of Education
Student Loan Insurance Fund
09-40-4308-0-3-502

Higher Education Facilities Loan

am! Insurance luml
09-40-4312-0-3-502

DEPARTMENT OF THE INTERIOP.
Bureau of Reclamation
Colorado River Basin Project
10-06-4079-0-3-301

Upper Colorado River Storage
Pro ject '
10-06-4081-0-3-301

Continuing Fund for Emergency
Expenses, Fort Peck Project
10-06-4451-0-3-301

Bureau of Mines
Helium Fund
10-32-4053-0-3-306

Bonneville Power Administration

Bonneville Power Administration

Fund
10-64-4045-0-3-301

APPENDIX V

Btatutory Authority/

) - Public law FY 1977
: S House Comnittee ] gr‘o:a
Desoription - Seppte Committep Receipts r_u' A
) seein nillions=-~
Schools of nuesing borrow from the fund §n . 9h~63. ! 1 2
order to provide loans to their students. IFC
The Federal Goverument pays the difference L

between the interest paid Ly students

to the schools and the interest payable by
the schools to the Government National
Mortgage Association ((iNMA) and the Treasury

Health professions schools Lorrow from the fund  92-157 2 4
in order to provide loans to their students. I7C
The Federal Government pays the difference LW

between the interest paid by students to
the schools and the interest payable by

the schools to the Coverument Natiomal
Mortgage Association (GNMA) and the Treasury

The program is a loan guarantee and loan fund 93-6L1 36 o1

for medical facilities, ' IFC
LPW

Insures loans to certain college and vocational 89-329 49 140
students who do not have reasonable access ELA
to State or private non-rofit programs of oW

student loan insurance.

Makes loans for construction of academic 89~329 ) 30 42
facilities in higler education institu- ELA '
tions LW

Project revenue and certain other revenues 90-537 39 . 119
as provided are credited to the fund and IIA '
are available without further appropriation I1A

for defraying the costs of operation,
maintenance, replacements, and emergency
expenditures for all facilities of projects.

Studies for the Upper Colorado River Basin and 8L-L85 49 97
non-reimbursable operation and maintenance IIA
are financed from energy sales and rcvenues IIA
resulting from Bureau of Reclamation power
operations.

Defrays tlie expense of operating power fa- 75‘529_ 5 5
cilities at the Port Peck Project. IIA
: IIA

Used for the production, conservation, . - 86-777 [ 8
purchase, and sale of helium and for re- ITA .
lated purposes. IIA

The Administration constructs, operates, and 93-48L 367 - 382
maintains facilities to market electric IIA :
power produced at Federal hydroelectric IIA

generating plants over its high-voltage
transmission grid system to pubdblic and
private utilities and industrial customers
in the Pacific Northwest.
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Btatutory Authority/

. Public Law : FY 1977
: ' _ : House Committee Gross
Agency and Fund Title Description flenate Cormittee  Receipts Outlays

=e=in millionge-~
DEPARTMENT OF THE INTERIOR

Bureau of Indian Affairs Liquidation of the Hoonah Housing Pro ject, 85-806 ] e
Liquidation of Hoonah Housing . IIA
Project Revolving Fund 11A
10-76-4320-0-3-452 : '
Revolving Fund for Loans Thias fund and miscellanecus tribal 93-262 - 9 13
10-76-4409-0-3-452 funds provide the only source IIA
’ of financing for Indians who I1A

cannot borrow from other
Govermment credit agencies or
from ordinary commercial
lenders because of low ‘economic
status, isolated geographic
location, lack of bankable
security or other reasona.
Loans are made to tribes and
other Indian organizations for
relending to individual members
and groups. loans are made to
promote economic development of
the borrower. :

Indian Loan Guaranty and Insurance The purpose of the fund is to support a 93-262 i . 7
Fund ) ) loan guaranty and insurance program for IIA - )
10-76-4410-0-3-452 guaranteeing or insuriug loans made by 1A
commercial lending institutions to :
Indians and te '+ ‘les and other Indian -
organizations for ecouomic development
purposes.
DPEPARTMENT OF THE TREASURY The Reconstruction Finance Corporation was 83-163 L L
Office of the Secretary abolished as a corporate entity and its BCH :
Liquidation of Reconstruction remaining assets, liabilities, and “BHO
Finance Corporation obligations were trausferred to the
15-05-4170-0-3-803 Secretary of the Treasury, the Administrator

of Small DBusiness, the llousing and Home
Finance Administrator, and the
Administrator of General Services.,

Bureau of Government Financial The fund was established to provide short- 94-143 2,100 24100
Operations : term loans to New York City during BCH

New York City Seasonal Financing periods when the city's outlays exceed BHU
Fund ' : income. All income from loans and

15-10-4069~0-3-852 investments will be covered directly

into the general fund miscellaneous
receipts of the Treasury. :

Check Forgery Insurance Pund Provides funds for making settlement in 77-310 : (4] ) L
15-10-4109-0-3-803 . cases of checks drawn on the Treasurer JuD
which had been paid on forged endorse- Jup
ments.
Internal Revenue Service Pinances redemption of real property on 89-719 1 1
Federal Tax Lien Revolving Fund which the Government has a tax lien. R
15245-4413-0=3-%03 : PR
FNVTRONMENTAL PROTECTION AGENCY Fees are paid by intustry for Federal 92-516 1 1
Luvironmental I'rotection Agency services in establishing tolerances ACR :
Revolving Fund For Certification for residue of pesticide chemicals in AFO

and Other Services : or on food and animal feed.
Jtietniad311-0-3-304 :
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Statutory Authority/
Public Law FY 1977
A Fund Title Bouse Comnittee Gross
gency and Fu tie Desoription fenate Committee  Receipts Outlays
_ BT Wi
DEPARTMENT OF TRANSPORTATION Provides premium Aviation War Risk Insur- 85-726 * *
Federal Aviation Administration ance in case of war. T )
Aviation War Risk Insurance Revolving ' coM
Fund :
N1-20-4120-0-3-405
Federal Railroad Administration Provides funds for the operation of the 63-69 47 51
Alaska Railroad Revolving Pund Alaska Railroad. IFe
21-30-4400-0-3-404 : coM
Urban Mass Transportation The fund was established to finance all 88-365 * 1,585
Administration ‘capital and operating assistance grants, T
Urban Mass Transportation Fand contracts, and loan activities of UMTA. BHU
21-32-4119-0-3-404 The capital facilities, relocation, and
technical studies activities are
( financed by the authority to obligate
in advance of appropriations.
Saint Lawrence Seaway Development - Pinances construction, operation, and 83~358 8 7
Corpuration maintenance of that part of the BT
Saint Lawrence Seaway Development St. Lawrence Seaway within the terri- FHE
Corporation Fund torial limits of the United States.
21-35-4089-0-3-406
GENERAL SERVICES AIMINISTRATION Guarantees loans made Iy public or private 81-774 * *
Preparedness Activities o . financing institutions to facilitate per- BCE
Defense Production Act, Loan formance of defense production contracts. BRU
Guarantee Activities
.23-31=4080-0-3-054
William Langer Jewel Bearing The plant produces jewel hearings for sale at .90-469 2 2
Plant Revolving Fund fixed prices to Government agencies, and their ,gp
23-31-4002-0-3-054 contractors and subcontractors for national ASE
defense purposes, and to GSA for the nationsl
stockpile ;
General Activities Mortgage payments are made to the Government 81-149 1 [\]
Virgin Islands Corporation for properties purchased from the Virgin IIA
Liquidation Fund Islands Corporation which has since been IIA
23-35-4480-0-3-804 liquidated. '
DEPARTMERT OF HOUSING AND URBAN Liquidates the assets acquired under a 83-4428 236 256
DEVELOPMENT number of housing and urban development BCH
Housing Programs . programs. BHU
Revolving Fund (liquidating
programs)
25-02-4015-0-3-451
Community Disposal Operations Used in connection with disposal of federally 84-221 1 o
Fund ' owned properties at specific locatious in JAR
25-02-4040-0-3-451 accordanice withh the Atomic Energy Act of 1955. JAE
Rental Housing Assistance Pund The fund was establishef for deposit of rental 90-L48 4 b
25+02-4041-0-3-604 : collections in excess of the established basic BCH
rents for units in section 236 subsidized projects. BEU
Fund balances may be used, subject to the prior
commitment of contract authority, for the payment

of utility and tax incrésses in section 236 projects
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Agency and Fund Title

IEPARTMENT OF ROUSIRG AND
UHPAN DEVELOPMENT
Housing Programs
Nonprofit Sponsor Aesistance
25-02-1,042-0-3-60L

Federal Housing Administration
Fund
25+02-4070-0-3-401

Low-Rent Public Housing--Loans
and Other Expenses
25+02-4098-0~3-604

Government National Mortgage
Association

tfanagement and Liquidating Functions

Fund
25-03-4016-0~3-401

Special Assistance Punctions Pund

25-03-4205-0-3-401

Participation Sales Fund
25-03-4206-0-3-9"9

Guarantees of Mortgage-backed
Securities
25-03-4238-0-3-401

Com unity Planning and Develop-
ment
Urban Renewal Fund--Loans and
Planning Advances
25-06-4034-0-3-451

Urban Renewal PFund--Capital
Grants
25-06~4035+0-3-451

New Communities Admintstration
New Communities Fund '
25-12-4237-0-3-451

Description -

Provides interest-free loans to

nonprofit organisations to
facilitate development of
housing projects for the
elderly or handicapped.

" Only a portion of the start-
up costs will be funded through
these "seed money" loans.

Pinances insurance programs to improve home
financing practices, to encourage improved
housing standards and conditions to fure
ther home. ownership and to stabilize the

mortgage market.

Makes loans and grants for financing the

lowe~rent housing program.

The association purchases, manages and
sells residential riortgages and makes
short-term, bank-type loans and manages
and sells certain noninsured or non-

APPENDIX V

Btatutory Authority/ :
Public lLaw FY 1977

House Committee. Gross

fenate Committee lnceigtl Outlays
. e~=in milliong-e=-

90-4L8 1 L
BCH
BHU

73-479 1,449 2,279
BCH

75-412 658 638
BCH
BHU
73-479 5s 3¢
BCH
EHU

guaranteed mortgages and sells to private
investors peneficial interests, or parti-

cipations, in mortgages or other types of
obligation in which certain departments
or agencies of the Federal Go ernment

have a financial interest

GIMA guarentees timely payment
of principal and interest on
trust certificates or other
securities issued by any
financial institution approved
for this purposs, and based on
and backed by a trust or pool
of MiA-insured or VA-guaranteed
mortgagos.

Loan commitments previously made under the

73-479 1,134~ 1,321
BCH

b :uJ -
T3-479 101 101
BCH '
90-18 - % 7
BCH : _

BHU

81-171 ™7 72

urban renewal program are still outstanding BCH
and will continue unti!l the projects involved BHU

are financially completed.

and public new community developers.

~ The program provides for Federal

guarantee of the bonds, delentures,
notes, and other c¢hligations issued
by or on behalf of private and public

new community developers.
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Pinances Federal assistance to local public 81-171 -0 1,000
sgencies for rehabilitation and re- BCH
development of slums and blighted areas. B
This program was terminated on January 1,
1975, and no commitments for new projects
may be made following that date.
Pinances Federal assistance to private 90-L48 2 ar
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Matutory Authority/

Miblic lav rY 1977
. ) Nouse Committee Grose
ency and Fund Titk  Bsaum Mtats Comaiites  Mesglaty
. ccalm pilllong ==
IRPANDMINT OF HOUSING AND
URBAN IERVELOMMENT .
Federal Insurance Administration The Natiomxl insutance development fund 90-Ll8 12 10
National Insurance Dvolmnt providns the fumling source e two b e |
Fund programs designed t» jucctease avail- my
2%-2A-4235-N=3-40) abitity of property insusances (1)
the PATR (falr eccess to {nsurance
rejguirements) plan/cint reinsurance
program, (2) the Pederal crime insurance
Program. .
National Flood Insurance Pund Pinances a conperative program w the Perderal . 90-Ll8 13 214
2%-26-4236=0-1-453 C ) l-overwn. and the private Inmuucl' BCH :
lmn.nein. urlcununl. peivate
i tncal  am) State goveriment
VETERANS ATMINUSTRATION 85-857 " 124 124
Vetlerana Adninistration VAP e
Servic mn'l Group Life Insurance VAY
Veteraun lrnptned tr-urance Pund Pina nymnc of claise and:adiNinig- 85-857 sy .ar
- 2u-11-401U=0<3-701 trative ‘costs on ceértain mmrtlclpﬂﬁu VAP ’ C
Sy lu-mlm‘e pelicies, . VAr
“ervice-Nisabled Veterans: Maken’ pmnlMe the paywent of claims on bS-US'I' N | I 25
fusvrance  fund ﬁou i'urlplﬂnu insuranen |-ollrlo-- nf ar - )
F‘hlh'-'l"l?.-li'-.'!-?ol ' ) m-no _' cnl-lml vetrrans, ) ) : var
Canteen Service llovolvlng Fund l'urni-hen nrrchnmu«- ninl -u-rvh-es ln vr-l-. : _85-RS5Y 131 129
29040)- 41 4-0-3-705 - _ JLT VAP o ’
VAr .
Direct Losn Revolving Pund R5-857 S ae 104
Vet e )24 )= 4=TO4 VAP
VAP
or- to construct, a mh
farm dwellings to e accupied l-y |lw veterans
an: their. lmnes.
f.oan Guaranty Revolving Pund Provides r"!’-‘__l'll\_Q!I!Pl Qu-l_.wyoiu_m'hl "_';-i'v'_;l.-'c-.rty . Ao-H5T . 897 $36
PRELANE W BATIEKEY /i ] . amnd loan transactions r_f'--gl_tl_.'luu foimm ) VAP '
acttlement of guaranty ¢ tatms, VAP
Veweationdl Rehahilitation’ Makea mamalt loans h‘)._._dl_"n.'uliled vetrinis who : y"; '. ] 1
Revolving Fumd are eliginle forvocational  iehab-il1itation. VA
2920041 14-0+3-702 _ _ _ R '
Rducation Loan Pund Thia fund is used to make loans up te fean per 85-857 o . - 2
2914118 -Y-3-702 acadenic period (o etigihfe peraons tuiulng VAP
under chapters 34 and 3% who are wlthout VAP
aufficient funds to meét their expenass.
Repaymnts are used to meke new loans.
-
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Agency and Fund Title

OTHER INDEPENDENT AGENCIES
Emergecy Loan Guarantee Board
Emercency Loan Guarantee Fund

APPENDIX V
Statutory Authority/

) Public law PY 1977 .

. ‘ Bouse Comrittee j Gross
Description  Boate Crazittes  Baceipte Outlue
sealn 11ionge==

The Uoard is sutliorized to guarantee, 92-70 s 1

or make commitments to guarantee, loans BCH

to major business enterprises. The fund- BHU

- M- W57-0-3-40) is to be credited with fees prescribed by
the Board in connection with each loan
guaranted under the act.
Export-Tmport Bank of the linited Makes loans and gnarantees as aids in fi- 79-173 - 2,203 3,509
States nancing aud to facilitate exports and BCH
Export-Import Rank of the lnited imports o~ BHU
States l'und : '
30-48-4027-0-3-155
FPare Credit Administration The Administration supervises a i ) 92-181 8 8
Limitation on Adminisatrative coordinated agricultural credit AGR
Expenses system of farm credit banks " AFO
30-52-4131-0-3-351

Federal Home Loan Bank Board

Federal Home Loan Bank Board
Revolving Fund '

30-63-4035-0-3-401

Federal Savings and Loan
Insurance Corporation Pund

and asgociations which make
credit available to farmers and
their cooperatives. Obligations
are incurred within fiscal year
budgets approved by the Pederal
Farm Credit Board.

PFinances supervision of the Federal howme. 72-304 94 . 42
loan bLank system, the system of Federal BCH
savings and loan associatious, and the BRU

Federal Savings and Loan Insurance (or-

poration.
Insures savings in all Federal savings and 73-479 540 212
loan asscciations amd in State-charteced BCH

30-62-4037-0-3-401 institutions of the savings aud loan type BHU

whicl: apply and qualify for insurance.
National Credit linion Administra- The Administration finances its activities out 73—&67 15 15

tion . of fees for services performed which BCH :

Operating Pund consist of (a) chartering new Federal BHU
31-34-4056-0-3-401 credit unions, (b) supervising established

Federal ciedit unions, (c) making periodic

exaninations of their financial condition

-and operating practices, and (d) providing

sduninistrative services.
Credit Union Share Tnsursnce Pund The insurance fund is used to carry out a : gim 27 : ]
I1-34-406R-0-3 901 program of insurance for member accounts

Pernsylvania Avenue Development
Corpcratica
Fernsylvania Avenue Development

Fund
32-08-4084-2-3-451

Small Nusiness Administration
Disuster Loan Fund
32-45-4153-0-3-453

in Federal credit unions and State- BHU
chartered credit unions which apply and
qualify for insurance.

The (orporation weas established 89 LO9 0 N
to plan for and redevelop the 1A :
area along the north side of IIA
Pennsylvania Avenue which it
is to implement through the ) C

use of its powers to acquire,
manage, and dispose of property,
undertake developsent projects,
and regulate private activities
within the ares.

Pinanres natura’ diaacter losns. 85-536 R L ars
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Statutory Authority/

. Public lav FY 1077
Agency and Fund Tit) L House Committee c::u
] - - ...I. le
OTHER INDEPRNDENT AGENCIES ) )
Sesll Business Aduinistratsem _ Finances sll loan progrenms other than 85-53% - L] 26
Pusiness Loan and Investasnt satural disaster loans 550 '
32-45-4154-0-3-403 .
. : The Small. Nslmu Aﬁlnuenﬂon will . 85-699 4 a4
Sucety Bond Guarantees Revolving guarantee ‘s’ portion of the losses. . a8 _ . '
Pund o sustained by a-surety cospiny:as & : MU ' :
32-45-4156-0-3-403 zesult ‘of  the insurance of a bid, payuut, . .
.and/or perfo_n_-nncc bond to & mll ;
85-699 _- 1 3 :
32-&5-&157-0-3-103 8-

H

. 3,007
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14

LISTING OF REVOLVING FUNDS
BY AGENCY

SEVINC DESCRIPTION, STATUTORY AUTHORITY
D YOLUME OF BUSINESS )

INTRAGOVERNMENTAL FUNDS ':
(AS OF JMRARY 76) Btatutory Autherity/ i

Rblic fav —_FY 1977 i\
. . Howse Ccmaittee i Geoss P
Agescy and Fund Title on Samate Cornitice i
e Bescription e i g
LEGISLATIVE SRANCH Operates varfous printing-related 12-212 4 [ Y !
Library of Comgress - activities D 4
Conselidated Werking Fund D "
01-25-3900-0-4-503 .
Covesment Printing Office OGovesument Pristing Office emscutss 90-220 oy 670
Coversment Pristing Office ordeys for pwinting, Mading, XD
 Bevolving Rend and blaskbook woak and furmishes D
01-30-4505-0-4-806 . ca order, blank puper, inks, et
reimdreed Wy the customsr agamcies
' eand net opariting incoms is
- retained for rvhes by fumd.
FOS APPROPRIATED TO THE PRESIOENT
International Develcpment :
Assistance : 72-212 :
Consolidated Working Ramd E - -
Oh~12-3900-0-4-151 . _ E
Office of the inspecter Gonavel The Inspecter Gemersl of Fereign: 87-195 2 2
of Foreign Assistamce Assistance has bread respensidilities '
04-12-3990-0-4-151 ' relating to the effectivensss of - : C s
U.S. fereign assistamce programg, - R
{ncluding ecincmic and oilitary ST T
assistance and Public Lew 408 -
activities. -
Advence Acquisition of Acauires Goverameat persomal property - 2 2
[ y--Agvotving Fund in foreiga assistance proqramg f’.m : '
04-12-4590-0-4-151 for rehadilitation and use in :
demastic pregrems. L B !
SEPAEDENT OF AGRICA.TURE This fund fiaences by advences or 3 9
) Aduinistratien relEbursensnts cortatn | CONLTS) &
Mi: Capital ;2-1 services ia the of AJO

Ooneolidated Working Fand
05-36=3917-0-=150
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Statutory Authurity/

Public Law Py 1977
) / Bouse Committee Gross
nd Fund T4t ‘ Ssnate Ccnpittes 131 :
. Deseription Reseats P
INPARDONT OF AGRICULIUER . 72-212 5 5
Jorest Bexvice AGR
Consolidated Working Fund AYO
05-96-3911-0-4-302 R
Working Capital Fund ) ) 61-435 68 66
05-96-4605-0-l4-302 _ " AGR
: AFO
DEPARTMENT OF COMMERCE ' Y T2-212 13 13
General Administration e
Consolidated VWorking Fund . . oo
06-05-3901-0-4-403 ) : ‘ .
Working Capita] Fund Finances duplicating, cossunications, 78-365 . 7 ‘17
06-05-4511-0-4-403 supply, and other administrative- IFC
type services on a centnlized basis. oom
Bureau of the Census - Provides statistical data and 72-212 63 B X
Consolidated Working Fund analyses to other Federal agenc'les POC .
06-07-3904-0-4-403 as well as utilizing its technical POC
. capabilities to provide various
statistical, amalytical, training,
i and data processing urv!m
Duresu of Economic Anxlysis . ’ . 22 22
Consolidated Working Basl I’e
06-08-3915-0-4-L03 _ oo .
National Ocesnic and . Te=212 . 3 3
Atmospherio Adainistration s
Corsolidated Working Jund . oo
06-148-3914-0-4-306 _ ' . '
Mesearch _ : T2. :'1: 15 15
Consolidated Working Jund om
06-52-3950-0-4-103 ) . ] o
Working Capital Fund n. adv ' 56-872
- 06-52-44650-0-4-403 Teinbursemsiits W1l cperations - e 52 52
of the Maticnal Buresn of _ con
Standaxds eX0eDPt mAjor oohe . !
mticn projects and foreign
ourrency program. Retained
ounhul at end. of each yeoar
are’ treansferred to M
: the following year. :
DEPARTMENT OF DEFENSE--MILITARY The Air force menagement fund was 87-651. . 3
Revolving and Managesent Funds created to facilitate the financing ASE '
Air Force Menagement Fund of activities supported by two or - ASE
07-40-3960-0-4-051 more appropriations.  The side .
. looking sdvanced radar and the
digttal side looking airborne radar
systems are the only proarams being
performed in this fund. Both
programs are financed jointly by the
Federal Republic of Germany and the
United States with each sharina
thl cost equally.
Army Mana t Fund : This fund was created to s‘lllpry the 87-651 : (3] Mo
07-40-3970-0-4-051 financing and accounting for opera- - ASB
. tions supported by two or more ASE

sppropriations. Activities
presently financed through the fund
are :Defense telephone service,
Washingtion, D.C., and Trlnsporution
services
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APPENDIX V

Raency and Fund Title

DEPARTMENT OF DEFENSE-MILITARY

Revolving and Management Punds
Navy Management Fund
07-40~3980-0-4-051

Navy Stock Fund
07-40-4911-0-4-051

Navy Industrial Fund
07-41-4912-0-4-051

Marine Corps Stock Fund
"17-40-1913-0-4-051

Marine Corps Industrial Fund -
07-40-4914-0-4-051

Air Force Stock Fund
07-40-4921-0-4-051

Rir Force Industrial Fund
07-40-4922-0-4-051 '
Army Stock Fund
07-40-4991-0-4-051

Health Administration

Working Capital Fund, Lexington

Addiction Research Center
09-30-4551-0-4-551

APPENDIX V

Statutory Authority/

Public law FY 1977
Eouse Coumittee __GFo?s—
Regoxiption ' Ssnate Cormittee  Racai Outlays
' -=-In TBTHT
This fund was created to facilitate the 87-651 475 475
financing of operations supported by ASE
two or more appropriations and pro- ASB

vides for the payment centrally of
transportation charges for supplies,
mterials, and equipment of ﬂn Navy.

Finances the acquisition of inventories 874 ' 2.61
o:‘ ut:ﬂ:l llild sumlﬂies for resale 813251 618 2,50
and mo! zation. Inventories are
-stocked and sold at designated AsE 6,474 6,492
defense activities worldwide. 222 229"
(Explanation applies to all stock funds) ' :

Finances {industrial- and commercial-type 30 n

activities. (Explanation applies to all
Iadustrial funds) _ - 5,40 5,35
2,695 2,691

3,772 3,763

Army Industrial Fund 2,185 2,174
07-40-4992-0-4-051
Defense Stock Fund 87-651 6,104 6,082
07-40-4961-0-4-051 ASE :
d ASE
Defense Industrial Fund 87-651 49 423
07-10-1962-0-4~051 ‘Ag
DEPARTMENT OF DEFENSE--CIVIL Supplies funds for the lcquisitiﬁn. 83-153 . 9 946
Corps of Engineers--Civil operation, and maintenance of e
Revolving Fund, Corps of Engineers floating and land-based plant T
--Civi) and equipment used in civi)
08-10-4902-0-4-301 - works functions and for other
purposes
DEPARTMENT OF HEALTH, EnUCATION. The fund supports research under an ELA 4 4
AND WELFARE interagency agreement between the 1
Mational Institutes of Health .National Institute of Environmental
Consolidated Working Fund Health Sciences and the
09-25-3908-0-4-552 Environmental Protection Agency
National Institutes of Health Finances medical supply and services 78-410 10 110
Management Fund operations and the consolidation e
09-25-3966-0-4-552 of business-type activities \ L
involving the sale of services
and commodities.
Service and Supply Fund The fund provides a single means 78-4,10 : 63 63
09-25-4554-0-4-552 for consolidated financing and e
accounting of business-type L
operations involving the sale of
services and comnodities to customers
\
Alcohol, Drug Abuse, and Mental Industries operated at the Lexington, Ky., * *

I
Addiction Research Center provida LV
patients with occupational outlets
as a part of rehabilitation therapy.
Useful products are made for sale to
other Government institutions.
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APPENDIX V

Agency and PFund Title

DEPARTMENT OF HRALTH, BDUCATION, AND This fund finances medical supply and service

Wi FARE
Ufffce of Assistanct Secretary for
llealth
Service and Supply Pund
1Melledi82-0=4-551

C:onsolidated Working Pund
1= o R eNegaS82

otnoolot Bucation
Consolidated VYorking Rund
09-40-~3902:0-14~503 '

Social !oourity Adninistiation
Consolidated Vorking Mind
' 09-&-39%—0-&-601

Depertmental lhnunlnt
Consolidated VWorking hoad ...
09-90-3901<0-L~506

VWorking cap!.tul And
'09-90-14503-0~4-506

IRPARDENT OF THE DFEERIOR
Burean of land NMensgement
Coneclidsted Working Tund
10-0-3911-0=4-202

Bureau of ﬁolmtion
Consvlidated Working Fund
10-06-3906-0-4-301

Bureau of Outdoor Recreation
Consolidated VWorking Iund
10-16-3907-0-4-303 :

tnited States Fish and Wildiife
Service
Consolidated Uotki.n; Pund
10-18-3916-0-4-303

Bational Paxk Service
Consolid:.ted Working Fund
10-2h4-39:0-0-4~303

Geological Survey
Consolidated Working Pund
10-26-3908-0-L-306 :

Rining Enforcemont and Safaty
Administration
Consolidated Working Fund
10-30-3912-0-4=553

mruu of Mines
Consolidated Working m
10-32-3909-0-4-306

‘Alaska Fower Administmstion
Consoliduted Working Jund
10-62-3915-0-4-301

Public law
" Bouse Comamittee
asexinticn .
T2-212
operations for the Public Health Service. 70
It is reimbursed from the appropriations by
supporting the programs benefited by it.

The consclidated iorklnl funds support research 12-212 '
and other activities which simultaneously I’
affect & number of the Public Health Service LN
prograns.

12-212
ELA
A
72-212
we
b 71 ]
T12-212
RLA
LN
Provides a single meens for oon- 82-452
solidating finencing and " L4
‘2000UNting 0f business-type LW
operations involving tha sale
- 0f’80XVicen ‘und" coumoditier to
customers, ’ :
72-212
11A
IIA _
T2-212
. 1A
I1A
72-212
IIA
IIA
Cash advances are received from other agencies 72-212
which contract with the Fish and Wildlife ‘"
Service for special stundies. coM
12=212
IIA
' IIA
ST12=212
IIA
-1IA
91-173
ELA
A )
T2-212
IIA
IIa
72-212
IIA
IIA
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APPENDIX V APPENDIX V
4 Statut: Authori .
N:ﬂo unwor w/ FY 1977

Bouse Comnittee Gross

[y

Agency and Fund Title Denoription Mceipts Outlays

«==fn milliong---

Bureau of Indian Affairs
Consolidated Working Pund
10-76-3920-0-4-452

Office of the Bolioitor and
0ffice of the Secretary. {
Consolidated Working Fund,
Office of the Secretary
10-84-3901-0-4-306

Working Capital Pund
10-84-4523-0-4-306

A

DEPARTMENT OF JUSTICE
General Adminiatration
Coneolidated Working Mund
11-03-3900-0-4-751
Wrrking Capital Fund
T1-03-43 " ha1=4-751 -

\

‘Pederal Prison System
Pederal Prison Industries,
Inc.

11-20-1.580-0-4-753

TSPARTMENT OF LADOR
Employment und Training
Adninigtration
Consolidated Working Pund
12-05-3912-0-4-504

Occupational Safety and Health

Adminstration
Consolidated Working Fund
12-18-3905-0-4-553

Bureau of Labor Statistice
Consclida‘ed Working Pund
12-20-3902-0-4-505

Departmental Management
working Capital Fund
12-25-4601-0-4-505

The Bureau operates some programs in Indian 72-.12
conmunities which are funded by other IIA
Federal agencies, programs which are similar to 17,
those operated by State and local governments

fron. Fede-al grants-in-aid. This account

is used as the mechanism for receiving and
disbursing such Federal funding.

T2-212
1IA
I1A
This fund finances central reproduction, 81-759
communications, supplies, héalth services, IIA
ADP, and other such services as may be - IIA

performed advantageously on & reimbursable

basis. In addition, aircraft chirtering and
contracting is transacted through this account.
' : T2-212
: JuD
JUD

The Wnrking capital fund provides on a
reimbursable basis administrative
services vhich can be performed more
efficiently on a centralized basis,
such as payroll services and teiephone
related elements of telecomsunications

JUD
Jup

Employs and trains Federal inmates 73-461
through a diversified progrem Jup
providing products and ser- JUD
vices to other Federal agencies.

Ro appropriations are required.
Revenues are derived from oale
of products and services.
Al
72-212
BCH
FIN

Funds are advanced from sources outside the 7. 712

Federal Government to finance special ELA
statistical studies, . LW
' 72-212
BCH
This fund is available without fiscal 86-703
year limitation and provides services. ELA
on a centralized basis {or Department LPW

activities. The

fund is reimtursed in advance by the
agericies for which centralized services

are performed at rates which return in full
all expenses of operation, including
reserves for accrued annusl leave and
depreciation of equipment
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Statutory Authority/

Public law
. Bouse Cnmmit‘ee
Agency and Fund Title Desoription : Bepate Ccmaityes
DEPARTMENT OF LABOR 72-212

Departaental Managsment BGE
Consolidated Working Jund .
12-25-9999-0-4-505 :

IEPANTCINT OF PRADH : 72-212

Aministsation of Joseign Affairs
Oonsolidated Vorking Pund : s
1U4=05=3930=0-44~152 b ]
Working C .
u-os-gsx:f:::fu’:“ This fund finances on a reimbursable basis 88205

_ certain central services including m
duplicating, editorisl, microfilming, s
telepnane, date processing, ‘motor pool,
laborers, supply and dispatch agesc Jincy serviess
DEPARTMENT OF THE TREASURY The fund finances telephoies, telegraph, 91514
ffice of the Secretary printing reproduction, and printing : we

Working Capital Pund procuremént scrvices, by advances or I

15-03-4301.0-4-803 . reinlursemgnts from appropriations and
funds of the Nepactment, other Federal
agencies, and otler authoriged sources for
supplies and sarvices at rates which will
recover the expense of operations,
including accrual of annual leave and
depreciation of equipment.
Burean of Government Financial The fund reimbur~es owners of vessels for 92-569
Uperations the amounts of fines, fees, ond other (173
Fizhermen's Protective Fund direct charges which were paid by the oo
13-10+4507-0-4-403 owners to & foreign country to secure the
) release of their vessels and crews.

Custnus Sexvice : . 72-212
Consolidated Working Pund _ e
15-15-3906-0-L~803 .

Bureau of Bngraving and Printing Finances the design, manufacture, and supply- 81-656
Bureau of Engraving and Printing ing of most of the ma jor evidences of a ).

Pund financial character issued by the United X
15-20-4502-0-4-803 States.
DEPARTMENT OF TRANSPORTATION The fund was established to facilitate the T2-212

Office of the Secretary operations of the Transportation Systems it
Consolidated Working PFund, Canter in Cambridge, Mass. The Center coM

Transportation Systems Center is funded from advances received from the
21-05-3900-0-4-407 Office of the Secretary and the operating
' administrations in the Department.
The center serves &s a research, analysis,
_and technical development resource for the
Office of the Secretary and the operating
adainistrations
wWorking Capital Pund The Working capitsl fund finances common 89-670
21-05+4520-0-4-407 adninistrative services which are centrally e
: performed. : oo
Services are charged for at rates which
return in full ail operating cxpenses, including
a normal reserve for arcrued annual leave
and depreciation of equipment. The fund
is reimbursed in advance by the operating
administrations and offices being served.
© Cavet Cnerd . Provides unds for the procurement of uniform 91-278
Coast tnard Supply Fund clothing, commissary provisions, general . e
212152453520-4-406 stores, and technical uaterist. " coM
Coast Guard Yard Fund Pinances industrial opecations at the Coast 81-207

21-15-4743-0-4-406 Guard Yard, Curtis Bay, Maryland 0o
L coM
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Btatutory Authority/

| Publio Lav  ___FY 1977
. Nouse Comxaitiee Gross
Agsncy snd Fund Title Resopiption Manate Ceooittee mtbﬂ '
) acein niliions==-
GENERAL SZRVICBS ADMINISTRATION The fund reflects construction performed by 72-212
Real Property Activities the General Services Administration in cop
Consolidated Working Pund, Real behalf of the Washington Technical GOP
Property Activities Institute,
23-05-3918-0-4-804
Federal Buildings Pund The Federal buildings fund finances the activities 92-313
23-05-4542-0-4-804 of the Public Buildings Service which provides pyr
. space and services for Federal sgencies in s WK
relationship similar to that of landlord and
tenant. ’
The fund replacas 'direct appropriations by 1,342 1,332
using income derived from rent assessments
which approximate commercisl rates for
comparable space and services.
Ceonstruction Services Fund The fund provides for financing for salaries GOP 19 19
21-0)5-4602-0-4-804. and related benefits of all personnel engaged GOP
: in architectural and engineering services
in connection with bnil)dings design and
coustruction
Fersnnal Property Activities Provides funds for a national supply depot 81-152 ° 1,623 1,603
Geusral Supply Fund system and a system of ordering supplies GOP A
23-1)-4530-0-4-804 for direct delivery to agencies. GOP
Workiug Capital Fund Pinances admilistrative-type services per- 79-49 : 16 16
24-10-4540-0-4-804 formed on a centralized basis. GOP ’
' GOP
MAutomated Data and Telecommunica- The fund finances, on a reimbursable basis, a 87-847 34 n
tions Activities telecommunications system for the Federal GOP : :
Federal Telecommunications Pund Government which is a major operating component GOP
23-25-4533-0-4-804 of the national communications system. Expenses
’ are reimbursed from available appropriations
and funds of any agency or organization for
telecommunications services facilities made
made available to them,
Automatic Data Processing Fund Provides funds for a Governnent-wide sutomatic datagg-306 78 a3
23-25-4541-0-4-804 R processing operation, including the procurement GOP
' by lease, purchase, transfer, or otherwise GOP
of ADP equipment, maintenance of eqmipment,
and operation of service centers and related
functions. . ’ )
DEPARTMENT OF HOUSING AND URBAN DEVELOP-The Department is authorized to use its 93-268 ) 14 14
MENT own funds and resources to respond to BCH '
Housing Programs Federal Disaster Aasistance Administration B
Disaater Assistance Fund nission assignments in Presidentially
25-02-3981-0-4-453 declared disasters. Such mission

assignments are normally to provide, manage,
and finance temporary housing for persons .
displared by disasters, . '

This fund provides financing prior to
obtaining reinbursement from funds
appropriated to the President for

disaster relief.

After the fund is reimbursed, the contributing
accounts wi.ll be repaid, although sufficient
balances are retained in the fund to engble
the Department to provide emergency housing

promptly,
Departmental Management Supplies funds for administrative-type services 89-174 38 37
Working Capital Fund performed on & centralized basis. BCH
25+30-4586-0-4-451 BHU
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Statutory Authority/

Publio lav 1972
A , House Comnittee 088
ne Masexintisn Bedate Coppitiep
Sucplu, fudlaxs
VETBRANS ADMINISTRATION Funds are made available from grants approved by 72-212 F ] B |
; Veterans Adminietration : Public Healith Service. Apsropriations to the YAY
' Consolidated Working Pund Public Health Servire for research, training, vAY

29+00-39010=4-703 or demonstration project grants are also

; available, on tne same terms and conditions as

j apply to non-Peders) institutions, for'grants
“for the same parpose to heepitals of the
Vetesana Admiaistration.

; Supply Pund The supply fund [inances on a reimbursable - 85-857 . 420 2

i 29-00-4537-0-4-703 basis the cust of wacehouse inventories YA? :

/ at depots and field stations and selected

_ items of equipment prucured cnetratly, It vAr
; also finances, on the same basis, items :
; and services to other l'ederal agencies -
; who either request or are assigned to the .
. Veterans Aduinistration for support '
; OTHER TNDEPENDENT AGENCIES The Civil Service Commission conducts full - 91-189 - L 4
-Civil Service Commission field security junvestigations. for other POC
Revolving Pund depactments and agencies and performs POC
W =28-4571-0-4-803 training sctivities and misceilaneous
services for Pedrral sgencles and State
and local governmants on a ul-l:uxnbh
. basia.
Appalachial Regianal Commission nn Appunchnn lcuoul (k-lulon contracts 72-212 1 1
Consolidated Working Pund " with public and private ouuuuuou for b,
: 31-0923900=0-4-453 resesrch, investigations, studias, end nE
i ) . . demotistration.projects which will further
i ' the puzposes of the Appalachish Regiensl
_ _ Developwent Act.
National Science Poundation ’ !
Consolidated Working Bund . T-212 - N b
31-45-3900-0-4-251 g
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LISTING OF REVOLVING FUNDS
BY AGENCY
SHOWING DESCRIPTION, STATUTORY AUTHORITY,
AND VOLUME OF BUSINESS

REVOLVING TRUST FUND
(AS OF JANUARY 76)

Btatutory Authority/

Public law BY 1977
A | Fand Tiel House Comnittee Gross
jrency and Fup itle . wggg genate Ccamittee Receipts Outlays
R ) <==<in milllons---~
DEPARTMENT OF AGRICULTURE " The Secretary of Agricultur>is =~ -~ 7L4-320 24 . 24
 Agricultural Marketing Secvice atthorized under cectsgin conditions ACR
Milk Market Orders Assessment Fund to issue Federsl milk marketing AFO

N5<81-R412-0-8-351 orders establishing pinirmum prices
which bFandlers are required to pay
for milk pur.hased {rom producers.
Marketing adminjstrators are
responsible for carrying out locally
the terms of specific marketing
orders. Their operating.expenses are
partly financed by assessments on regu-
lated handlers and partly Ly deductions
from producers. These funds are collected
locally, deposited in local banks, and
dislursed directly by the market
administrator,

DFPARTMENT OF DEPENSR--MTLTTARY  Punds collected from midghipmen's 65-210 193 196
“Truat Funds . etore nre depusited in the ASE i
Miscellanenua Truat Revolving Treagury and are aval)able for . ASE
Funda ' expendi tures necessary for
£ 7-1'5-2398-0-8-051 ’ health, comfort, and education
- of midshipmen. ’
DEPARTMENT OF DEFENSE-<CIVIL This fund finances, on § reim- ASE : b *
Soldiers' and Airmen's Home brsal-le basis, inventories ASE
Soltiers' and Airmen's Home Revolving of household, maintenance and
Fund and office supplies, sud minor
08-2(1-8463-0-8-705 equipment for use in the operat- .
ing activities ¢f the liome. The
find does nnl finanre nedical
sup plies, clothing, subcistence,
or -t jer equipmert,
DFPARTMENT OF JUSTICE Commissaliers are operated for the inmates 82-342 9 9.
lederal Prison System as an carned privilege. Profits JUD
Commissary Funds, Federal Prisons received from sales are used for ~ JUd
(Trust Revolving Fund) general welfare and pecreatjonal
11-20-8408-0-8-753 items for all iumates. Sales for

1977 are estimated at $8,500
thousand. Adeguate working capital
is assured from retained earnings.
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Statutory Authority/
Pudlic law PY 1977
_ House Committee 298
Agency and Fund Title Iasorintiop Sanate Connittes tiaye
. - wewelfl RELI{OLGv2ee
DEPARTMENT OF THB TREASURY " Tha Comptroller of the Currency was 38-106 ™ { H]
Office of the Comptroller of the created for the purpose of establish- pon
Currency ing and regulating a national BHEU
| Assessment Punds (Trust Revolving banking system, and provides (or
Fund) the chartering samnd supervising
15=57-8413-0-8-403 functions in this connection. The
fncome of the Imresu is derfved
. principally {rom assessnments paid
by nitional banks and interest on
investments in U.S. Government
obligations. In accordance with 12
U.S.C. ‘481 assessudnts paid by ‘national
banks are not construed to be:Government
; funds. No funcs derived from taxes or
: Fedésal appropriations sfe alioceted ‘to or
used by the Dufésu l.n m of ln operations.
. DEPARTMENT OF TRANSPORTATION The Coast Guard cadet fund in 81-207 L] s
i Cuast Guard utitized Uy the Superiutendent no .
! Miscellaneous Trust Revolving of the Coast Guard Acadeny to coM
Punds receive, plan, control, and
21-15-9999-0-8-406 expend personal funds of Coast
Guard c.dctl. By use.of the fund
eacli cadet h assured l‘undo to
et penonu expenses while.at
the Academy.and an Adequlte
balance.in his account.at .
: graduation for officer outfltl.
civilian clothing, and graduation
B leave expeuses. The fiind aiso .
: geceives and expends funds of tlic
p Coast Guard Acadeny Mhletlc '
. Association.
’ The Coast Guard surcharge collections,
sales of commissary stores fund is
.used to finance expenses iicurred
in connecti-a wlth the ;o tation
of Cmul COard conLint Vi fteres,
Pederel Eighway Administration anun intexest-free loans tor 920=-49% 0 7
t-of-vay Revolving Ruind the advance soquidition of . )
‘(Prust bvolm M‘) righti-of-wsy by States and e I
21-25-8,02-0-8-L04 paynent of reloocation cxpenses.
Upon construotion ‘advence and
auuu- m u auu
GBNERAL SERVICES mmmamal ‘l'hl Archlvut of tl\o llnuld ‘States 8l-754 A ¢
[ Records Activities fucnishes for & fée, copies cf aop
' National Archives Trust Pund recotds in the custody of the’ POC

(Revolving)
23-30-8431-0-8-804

nmmm Acchives except those
that ate exempt froR exanination

. &8 confidential of protcctcd by C

exhung copyrl‘ht ..

‘Procaeds from ule o! coplu of

mnicrofilm publications, reproductions, -
and other publications, and adaission
fees to Presidential library suseum
rooms are deposited to. this rund.
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Btatutory Authority/

Public law FY 1977
] . House Committee : Gross
Agency and Fund Title Desgription ' Senate Committee Receipts Outlays
: weeein mil lonl----

VETERANS ADMINISTRATION . This fuud finances the payment of 85-857 - 87 :
Veterans Administration claims on life insurance policies VAP ’ ;
Vetlerans Special Life Insurance issued brfore January 1, 1957, to VAF !
Fund veterans who served in the Armed v
29-N0-R455-N-R-701 Forces subsequent to April 1, 1951. :
No new pnlicies can be issued and the |
‘nurilber of policies in force is ‘
expected to decline spproximately ) i
R 7,000 each year. Policylinlders may . i
elect to purchase total disability !

incoue coverage with the paymeut of
additional premiums, . |
OTIER INDEPENDENT AGENCTES - This fund finances insurance premiums 89-554 859 L6o \
Civil Service Comuission paid to private insurance companies POC |
I'mployees Life Insurance Fund for lederal employces gronp life POC )
(Trust Revolving Pund) insurance and expenses of the e !
30-28-8424-0-8-602 Civil Service Commission in ) . 1

administering the program. s Vo

Employees Health Benefits . The fund f[inances the cost of health .83—332 2,971 2,896

Fund (Trust Revolving Pund) beuefits for: (1) Active empolyees, : POC
30-28-8440-0-8-551 (2) euployees who retired after June POC

1960, or their survivors, and (3)
the related expenses of the
Commission in administering the: .

progran.
Retired Employees Health Benefits This fund finances: (1) The cost 86-724 10 17
Fund (Trust Revolving Fund) “of. tiealth tenefitls for retired ) POC
30-28-8445-0-8-551 employees and survivors who enrol! POC

in the Government-sponsored

unitorm health Lenefits plan; (2)

the centribution to retired |
empluyees and survivor: who retain
or purchase private hcalth insurance;
amd (1) expenses of the Civil
Sepvice Commission in a qumslering
the program,

The fund is financed by contributipns
from Uiove participants.engolled,

in the hovernmzn!-sponsored plan nnd
by Government contr:bulxuns.

Federal Deposit Insurnnce FDIC was created to prov:de pro:ect;on for 81-797 836 68 ]
Corperation bank depesitors and to foster sound BCH l
Federal Peposit Insurance Lanking practices. [n order to . \
Corporation Fund (Trust accomplish its varied functions in the :
Revolving) protection of bank depositors the o 4
30-64-8419-0-8-401 Corporation is authorized to promulgate

and enforce rules and regulations
relating to the supervision of insured
banks and to perform other regulatory
and supervisory duties ccasistent

with its responsibilities as insurer.

Harry S. Truman Memorial Funds for Truman scholarshipg and’ He 93-642 1 1
Scholarship Foundation operating expeunses of the : . ELA

Hacry S, Truman Schelacship Fonndation will ¢one from the LBV
Trust Fund inter st and cacivimee on *he -

31-01-8490-0-8-502 investmets made by the

Secretary of the Treasury from

an initial appropriation of $30
million. The Foundation is
authorized to award scholarships of
up to 4 years to pcrsons who
demonstrate outstanding potential
for and who seriously intend

to pursue a career in public
service.
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f\.

EXECUTIVE OFFICE OF THE PRESIDENT

0 @ ‘
I\Jn : OFFICE OF MANAGEMENT AND BUDGET
\,.‘,-, WASHINGTON, 0.C. 10303
. .
MAR 4 1977

Mr. Harry S§. Havens

Director, Program Analysis
Division :

U.S. General Accountzng Office

Washington, D.C. 20548

Dear Harry:

This responds to your regquest for comment on your draft report:
®*Review of Controllability Issues of Revolving Funds". Except
to observe: that the report contains.a great deal of valuable
information, our comments relate primarily to the recommenda-
tions contained in the report and the discussion o€ the

Impoundment Control Act contaxned in. pages 100~ 104 of the
draft. S s

We agree that it would be helpful, aa yout first recommendatxon -
suggests,. if the Congress were to apply.specific criteria con-
eistently in determining the appropriate financing mechanism
whenever new programs are enacted. Perhaps your recommendation
should be modified to propose such criteria for consideration
and adoption by the Congress. The Office of Management and
Budget developed criteria some years ago. We use them in com-
menting on proposed legislation and, insofar as possible, in
classifying :new .revolving funds established by law. In the
case of newly established revolving funds; the Office of
Management and Budget and Treasury reach: agreemant .on the fund
classification most appropriate under “he terms. of the
authorizing:legislation before the Treasury-account symbol is
assigned. We are.at times hampered by the. fact that technical

financial terms frequently are nsed most impteczsely in the
authorlzinq leqislation. :

Your aacond and third. recomnandationa assume the. adoption by
the Congress of uniform criteria. If the Congress were to
adopt such criteria and put them into effect, there would be
. nO need. for. the reports to.be. required. under the second .recom-
mendation, other than on an exceptions basis. ' While we would
- have no objection to the reviews required in tha third recom-
f mendation, it would appear more appropriate for the administer-
- ing agency of. the. executive branch to conduct the reviews and
propose appropriate amendments. to. the authorizing legislation.

. However, the requirement for such reviews should not precede’
! :20 adoption of the criteria mentioned in the first racommenda-
on.

1/ GAD note 1: The order of recommendations in the final report differs
somewhat from the draft report which went to the agency for comment.
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For a number of reasons, we cannot agree with your fourth
recommendation. First, our present system of accounting and
budgeting for public enterprise funds conforms to the precepts
laid down by the President's Commission on Budget Concepts;

your recommendations do not. The point here is that the con-
cepts established by the Commission created an:integrated:system
with respect to grossing and netting. Your:.fourth: recommenda-.
tion ignores the interrelationships that must be consxdered if
the Commission's concepts are to be changed.

Second, we do not agree that it is necessary for the uudget _
summary information to disclose the gross accounting for:col-
lections and outlays in order for the Congress to considerx the
transactions of public enterprise ifunds.inm decxd1ng on: budget
totals or making priority "allocations among functions.
tion on gross collections .and .disbursements 'is- provzded or
every publlc enterprise tevolvxng fund.n-:u' : -

Third, and more 1mportant, we .do: not agree that AEiis anpto-
priate for gross collections and outlays to be used as the '
basis for making priority allocations among functiohs. Such
a recommendation assumes that the :collectidns .of ‘puk fen
prlse funds are .ransferable -among’ functlons on

funds, but--by definltxon--they are. not.{:

Fourth, we do not -agree that such a change would not : -
the current appropriations process or-agency: accountsngufor ‘the: .
individual accounts.  Currently, collections by:revolvirg:funds -
are recorded as. negatxve outlays, and:balancesare-reported -on

a net basis (e.g., 1n the Treasury Combxned StatementF._!‘

basis) from the accountxng Jystem as. a:base. _
your recommendation:relative®to budget- -totals.is _“" y
the intent is that transactions will: continue:toib
in the -accounts- on-a net: basis;,  as:at presenty“

enterprise funds on a gross: bans. then serxou
_taised concerning the effect: of the:revised:co!
meaning of the budget totals.. These questxons
cussed in the report. R - '

. Fifth, your recommendation applies only to- publi
. funds and would,- therefore. appeat to apply dit
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and budget presentation rules to public enterprise funds from
those for intra-governmental revolving funds. We doubt
seriously the merit of having such a difference. If your _
recommendation were to be adopted, it would have far-reaching
consequences for our accounting and budgeting systems and would
have to be carefully worked out with Treasury and the Office of
Management and Budget.

[See GAO note 2, page 147.]

More generally with regard to the draft report, we do not
understand the basis for a number of statements contained in

it. For example, we do not understand the inference of wide-
spread account misclassification when the report specifically
states that no individual accounts were studied on an in-depth
basis. Of course, mistakes are made in classifying accounts,
and sometimes the activities carried on within an account
change over time and invalidate a previously correct classifica-

tion. We correct errors when we learn of them. Your report

contains inferences of widespread errors but evidence of only
a few, some of which were being corrected before the General
Accounting Office made its study.

[See GAO note 2., page 147.]

We do not agree that congressional control over a program is
necessarily weakened when that program is financed by a
revolving fund. 1Indeed, your report contains ample evidence
that the Congress can and does control the activities of

‘revolving funds when it chooses to do so. Basically, the

Congress chooses between generic control through authorizing
specific types of automatic or semi-automatic operations and
specific control through annual appropriations action including
the establishment of a limitation on operations by a revolving
fund. But there is control and accountability in either case.

The report's discussion of the effect on budget deficits of net
outlay changes of public enterprise funds is misleading. It
implies that the $4.2 billion increase in 1975 net outlays,
from the 1975 budget estimate to actual disbursement, occurred
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4

without congressional approval. Of this amount, $3.2 billion
is the direct result of congressional action: $2.0 billion
from the Government National Mortgage Association special

~ assistance market operations that complied with the will of
Congress to spend more on housing, and $l.. billion from the
Federal Home Loan Bank Board tandem plan spendlng appropriated
by Congres:s. Further, it must be recognized that the impact
of those changes upon the budget deficit would have been no
different if the transactions had been stated on a gross basis,
and that Congress can control the level of activity of the
fund if it desires to do so. Moreover, the charge that account-~
ing for revolving funds on a net outlay basis "is mzslead1ng
and understates the true magnitude of Government activities as
well as the impact of individual revolving fund programs® is not
substantiated--and is inconsistent with both the recommenda-
tions of the President's Commission on Budget Concepts and the

' widely accepted methods used to measure economic activity,
e.g., in the gross national income and product accounts.
The draft report discusses some of the relationships between
revolving funds and the Impoundment Control Act (pp. 100-104).

[See GAO note 2. page 147.]

We believe that the following statements (related to the Impound-
ment Control Act) are not supported by the draft:

[See GAO note 2., page 147.]

"GAO has held in several instances
that the President has failed to report impoundments of re-
volv;ng fund budget authority.” (page 103) Two examples are
used in the draft to illustrate ®"inconsistent® Executive Branch
compliance. They involve: (1) reserved funds for a program
that was discontinued in January, 1973, and (2) funds that the
agency involved (HUD) has not considered to be budget authorzty.
According to a ruling of the Attorney General, the funds
referred to in the first case are not subject to the Act, since

. the reserve action was taken before the Impoundment Control Act
became law. 1In the second case, GAO itself concluded in a letter
of December 23, 1976, (B-115398) that “"there no longer exists
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! an impoundment of section 236 reserve funds..." This informa-

= tion should be included in the report; otherwise, the draft
gives the impression that GAQO still believes that a withholding

; exists that constitutes an "unreported rescission." Alterna-

| ~ tively, the two statements quoted above and the discussion of

them might be dropped from the report.

Reporting the activities of ravolving fynds under the Impound-
ment Control Act requxres the application of more judgment
than does reporting in most other areas. The very nature of
revolving funds makes reporting requirements under the Impound-
ment Control Act a little more ambiguous for them because, as
the GAO report states: ISee GAO note 2, page 147.)

for some revolving
funds, there is no clear statement of congressional intent
about the appropriate level of financial activity. Unfortun-
ately, your draft report makes no recommendations that would
help to clarify this ambiguity.

e L L L e e

We suggest that a conclusion be added to this section of the
report, either (1) suggesting improvements, or (2) reemphasizing
the special nature of report;ng of revolving funds under the
Impoundment Control Act.

e
'-‘:'..'_E
5
H ‘.(
o
B
i

I trust that these comments will be helpful to you. Office
of Management and Budget staff will be glad to wogk with the
General Accounting Office and with Treasury in evaluating
our current system for budgeting and accounting for revolving
funds and considering any necessary improvements in them.

sincerely,

' pale R. McOmber *‘@

- Assistant Director
for Budget Review

GAO note 2: Deleted comments-refer to material contained in the draft report
uhich has been revised or which has not been 1nc1uded in the final report.
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

FIacaL ASS:STANT SECRETARY

MAR 16 1977
Mr. Harry S. Havens

Director, Program Analysis Division ' v
U. S. General Accounting Office :

441 G Street, N. W.

Washington, D. C. 20548

Dear Mr. Havens:

This responds to the request by the General Accounting
Office that Treasury review and comment on the draft report
to the Congress of the United States, "Review of Control-
lability Issues of Revolving Funds."

As we understand the report, it is recommending dis-
closing gross financial activities of the Public Entcrprise
revolving funds in the budget. The purpose is to provide
"the Congress with more complete information on the total
level of Federal activities associated with these funds.

In principle, wc agree that better disclosure for the
Congress is a must. However, we fecel that before any major
changes are made in the present methods of reporting and
disclosing the financial results of Federal activities, time
is nceded by the Treasury, OMB, and the GAO to thoroughly
evaluate the full effects of such a proposal. Also, the
idea of whether or not to include the Trust revolving funds
and the Intergovernmental revolving funds, as well as the
Public Enterprise fynds in your proposal is something that
should be looked at more closely. '

. If the objective is to provide the Congress with complete
information on the total levels of Federal activities, then
including Public Enterprise funds alone will not accomplish
your objective. Consideration should be given to including
all revoiving funds in your proposal.

We also feel that the report should mention the ongoing
involvement of the General Accounting Office in the estab-
lishment of account symbols and titles. Examples of their involvement
may be found in the Comptroller General Decision Nos. B-108439
and B-146285, regarding accounts for the Alaska Native Fund
and the Transition Quarter.
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Every account symbol and title is discussed with the
General Accounting Office prior to its establishment; and,
we have always provided the GAO with copies of announcements
of accounts so that designated account symbols and titles
are consistent with the principles estahlished by law.

Although the announcements of account symbols and

! titles have been eliminated, we are providing the GAO with
transmittals of revised pages to the "Federal Account
Symbols and Titles" hooklet

At this point, we feel that partxcxpatlon by the
Treasury, OMB, and the GAO is essential in: developing a
.complete package which will show the full 1mpact of the
-proposal. We would: be ‘most 1n;erested in meeting to-discuss
this with your staff, as wellias ‘OMB, so’that we may -all

gain a fuller understanding of the issues and, most impor-
tantly, so that whatever chan es’ might dcvelop are consistent
with the needs of the . Cong‘es ' The only way it appears. .
that this can be logxcally st eis to 1dent1fy the
information resources present

the Congress --.-and to-
before and after“xmp
way can we be &
satisfy the- Congress; _

'a‘fng the opportunxty to. review. the::

- We apprec1 ]
report and we would like to partxcxpate in any. d:scussxons
with OMB.
</£1ncerely yours,
Dav:d ‘Mo 30 -
N
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MAIORITY MEMBERS MINORITY MEMBERS
GEORGE H. MAHON, TEX., KLFORD A. CEDCABERG, MICH,
CHAIRMA WOBERT M, MICHEL, ILL.
JAMIE L. WHITTE 4, MISS. . SILVIO O, CONTE, MASS,
:x:‘i:;t; r._:::-s, ::;gs’ JOSEPH M, MC DADE, PA.
. T. . d ’ MARK ANDQEWE, N. DAK,
1AM H. NATZ L KY., - 7
Bt e Congress of the Enited States e comagon, .
OM STELD, O®LA, . . .
i sacw A THousge of Representatives SR
» LW, VAL * CLARENCE L. MILLER, ONIO
B 2F . IR, GAL . . ! X COUGHL!
-:::: sm';::.‘Tau‘:; o 0 ) . g Sy k :A 'N'R:‘N:.: Youna, r::h.
s el e Committee on Slppropriations SRR oo
JOHI 3. MCFALL, CALIF, . - RALPH £. REGULA, OHIO * :
; . 2 G
:DL:::Y:: ;A:;::. :; . waﬂbmgﬂm, BoC- -Vols 2‘;‘;‘:. 0'::’:-:::4’-
SIONEY W, YATTS, ILL. VIRGINIA SIITH, NIBR.
Ao . cary, wier ! : —_—
EDWARD R. NOYBAL, CALIF. . Februa ry 24 ’ 1977 . ’ CLERK AND STAFF DINCCTOR
LOWIS STORES, OHIO . KEMTH F, 1MAINLAND
GUNN MCKAY, UTAM . TELEPHONE:

TOM BEVILL. ALA.

BILL CHAPPELL, JR., FLA. CAPITOL 21U
BILL D, SURLISON, MO, €XT. um
BILL ALEXANGER, ANK. i on
ZOWARD | KOCH, N.Y.

YVOMNE BRATHWALT . SURKT, CALIF. : mam
JOHN P, MURTMA. P/ .

BOS TRAXLER, MICH.

ROBCAT DUNCAN, ORIG. .

JOSEPH D, EARLY, MASS. . : By

MAX SAUCUS, MONT,

CHARLES WILSON, TEX.

LINOY {MRS. HALE) BOGGS, LA

ADAM BENIAMIN, JR., INC.

NORMAN D, DICKS, WASH,

Honorable Butler Derrick

Chairman

Budget Controllability Task Force
Committee on the Budget

U. S. House uf Representatives \
Washington, D. C. 20515

Dear Mr. Derrick:

Thank you for again giving the staff of the Appropriations Committee
the opportunity to review a Budget Committee Ad Hoc Task Force working
draft on Cudget Control Concepts. The General Accounting Office draft
report "Review of Controllability Issues of Revolving Funds" has been
read by several staff members and we are in general agreement with the
thrust of the analysis. Furthermore, we feel the scope of the GAQO inquiry,
both in its perspective and in regard to the details presented on the var- \
jous specific revolving funds, will provide valuable information for Members,
staff, and others interested in Federal financial operations.

The report correctly points out that the establishment of revolving
funds sometimes undermines the ability of the Congress to maintain conti-
nuity in legisiative or fiscal oversight over these enterprises. Thus, we
feel the statements on p. 119 -- " . .the public interest is best served
when Congressional centrol over activities is exercised through annual
reviews", and "Any financing method which permits an-activity to operate
without the requirement for regular annual reviews...the equivalent of...the
appropriations process should be viewed as a lessening of Congressional con-
trol." -- are particularly appropriate.

One of the reasons frequently cited in authorizing a program to finznce.
its activities through a revolvingc fund is that the activities covered will
be financially self-sustaining through the normal cycle of fund operations.
There are a number of cases where this method of financing has worked well.
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But the GAO report discloses that, over the fiscal year 1968-77 period, the
"public enterprise” funds (the largest of the revolving fund groups) spent
32% more than they received in operationally derived revenues. Clearly,
some of these funds are not conforming to one of the primary criteria used
to justify their existence.

~ Some of the management funds pose another kind of problem. By virtue
of their operating special purpose activities on a centralized basis, they
frequently enter into long term projects or commitments in the name of over-
all economy or efficiency. These commitments sometimes start out with low
funding needs but eventually can lead to much larger expenditures in the long
‘run., It is very difficult for the Congress to werk its will ‘to modify these
commitments after the fact, even thoudh circumstances may dictate otherwise.
The revolving fund nature of these activities sometimes obscures the facts
and delays timely action.

The recommendation that a common set of criteria-be developed to deter-
mine the proper circumstances for revolving fund status is a good one. The
development of such criteria will raise a number of questions which will
need further study and coordination. We would be happy to offer our thoughts
in the conduct of such a study. ! ‘

‘I hope these comments are of use to the Task Force. Please let me know
if we can be of further assistance. :

Respectfully yours,

/.
/ " //_:z Ay / -v{'—/
1erk and Staff Director
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CONGRESSIONAL BUDGET OFFICE - ' Alice M. Riviin

U.S. CONGRESS : Dlnctof
WASHINGTON, D.C. 20515 :

March 9, 1977 & |

Mr. Harry Havens

Director

Program Analysis Division

U.S. General Accounting Office
" Washington, P.C. 20548

Dear Mr.

only concern stems from the recommendat at-
rewolving funds be shown on a gross basis; as opposed:
net treatment. While we agree tha* tm'q oondept-»: 1t

'qconekeepmg procedures now in effect.

With best wishes .

LoBlam
Assistant Dirsctor for
Budget -Analysis © -

(92048)






